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Reliance Infrastructure Limited ééééeéeéééé. é Petitioner

ORDER
Dated: February 27, 2012

In accordance with Sections 86, Section 62 (read with Sectionf@lgectricity Act, 2003

(EA 2003) the Tariff Regulations, 2005, and upon directions from the Maharashtra
El ectricity Regul atory Commi ssi on (At he
MERC/Tariff/201:22012/01115, dated July 28, 2011, Reliance Infrastructureitéd i
Distribution (RInfraD), submitted its Petition for Final true up fiel¥ 2000-10, and Annual
Performance Review (APR) fétY 2010-11. This Petition was numbered as Case No. 126 of
2011. The Commission, in exercise of the powers vested in it uedé@ois 61 and Section

62 of the Electricity Act, 2003 (EA 2003) and all other powers enabling it in this behalf, and
after taking into consideration all the submissions made by RIhfrall the objections,
responses of the RInf@, issues raised durindné public hearing, and all other relevant
material,has carried outhe final true up forFY 20M-10, and Annual Performance Review

(alsoreferredas provisional true ugpr FY 2010-11in this Order
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PF Power Factor

PLI Performance Linked Incentive

PPAs Power Purchase Agreements

PV Photo Volaic

PXIL Power Exchange India Limited

R&M Repair &Maintenance

RE Renewable Energy

REC Renewable energy Certificate

RETL Reliance Energy Trading Limited

RI Road Relnstatement

RinfraD Reliance Infrastructure LimiteidDistribution business
RinfraT Reliance Infrastructure Limiteid Transmissiorbusiness
RkVAh Reactive KileVolt Ampere Hour

RoE Return on Equity

RPO Renewable Purchase Obligation

RPS Renewable Purchase Specification

Rs. Indian Rupees

SBI PLR State Bank of India Primeending Rate

SLDC State LoadespatciCentre

T&D Transmision and Distribution

T<>D TransmissiorDistribution

ToSE Tax on Sale of Electricity

TP Tariff Policy

TPC Tata Power Company Limited

TPGD Tata Power Company LimitedDistribution business
TPCGT Tata Power Company Limitedlransmission business
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TVS Technical Validation Session

uso Universal Service Obligation

WDV Written Down Value

WPI Wholesale Price Index

WR ISTS Western Region Inter State Transmission System
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1 BACKGROUND AND SALIENT FEATURES OF THE ORDER

1.1 Background

1.1.1 Rinfra (formerly known as BSES Ltd and Reliance Energy Linitesd an
integrated utility engaged in generation, transmission and distribution of electricity
in and around suburban areas of Mumbai. Ridfraourcests requirements of
energy for supply to its consumers, from its Dahanu Thermal Power Station
(RInfra-G), Medium Term Power Purchase (MTPP) contracts and from other
external sources through shtetm contracts and power exchanges. For receiving
the energythe distribution system of RInff is connected to the transmission
system of RiInfralransmission (RInfrd) and TPCTransmission (TP), which
in turn are connected to the transmission system of MSETCL. Together the
transmission systems of RInflg TPC-T and MSETCL constitute the IntState

Transmission System (InSTS).

1.1.2 The distribution system of RInfi is currently catering to the electricity needs of
around 27 million consumers in its licensed area (in and around suburbs of
Mumbai as given in th®istribution License No. 1 of 2011) with annual energy
input requirement of about.5 billion units and coincident mamum demand of
about 1,650 MVA. As on March 31, 2011, the distribution system of RDfra
included 5,596 No. of KV substations, HT cablength of 3,814Ckt km andLT
cable length of 4,87Ckt km

1.1.3 This Order relates to theetitionfiled by RinfraD for final truing up forFY 2000-
10, and Annual Performance Review (APR)Fdf 2010-11. The Petition has been
filed under the Tariff Regulatiors |, 2005 (hereinafter ref
Regul ati onso) . The backgr oundPetitiomsdi ng t

discussed in the following paragraphs.

114 Commi ssi onds Rettiondor Rindraa-D fdrthEe control period from
FY 2007-08 to FY 2009-10: RInfra-D submitted its ARR and Multi Year Tariff
(MYT) Petition for the first control period frorrY 2007-08 to FY 200-10 on
January 31, 2007. The Commission issued the MYT Order for Rhfva April
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24, 2007 in Case No. 75 of 2006 wherein tlmn@hission had approved the ARR
for the Control Period. The saf@rdercame into effect from April 24, 2007.

1.15 Subsequently, the Commission issued orders on June 4, 2288 No. 66 of
2007), June 15, 200€éseNo. 121 of 2008) and July 29, 201C@aseNo. 72 of
2010) wherein the truing up was undertakenfgr2006-07, FY 2007-08 andFY
2008-09 respectively.

1.1.6 Multi Year Tariff (MYT) Regulations, 2011: On February 4, 2011, the
Commission notified the Maharashtra Electricity Regulatory Commission (Multi
Year Tar i f f ) Regul ati ons, 2011 (hereinaftert
20110) . These Regul ations were to be ap
cases covered under these Regulations from April 1, 2011 and onward§¥ip to
2015-16. These Regations were applicable to all existing and future Generating
Companies, Transmission Licensees and Distribution Licensees. These

Regulations came into force from April 1, 2011.
1.1.7 In terms of Regulation 101.2 of the MYT Regulations, 2011

Ae. . a ny spefaecteeeCodmmrisgion pertaining to the period till FY
2011, including Review Petitions, shall be governed by MERC (Terms and
Conditions of Tariff) Regulations, 200F¢

1.1.8 Therefore, in regard to the present Petition for the years bEf12011-12, (i.e.,
FY 20®0-10 andFY 2010-11), the Tariff Regulations, 2005 are applicable.

1.1.9 Petition for final true up for FY 200-10 and Annual Performance Review for
FY 2010-11 (Case No. 126 of 2011)The Commissionvide its Letter No.
MERC/Tariff/20122012/01115, datedully 28, 2011, directed RInfsB to file its
Petition for Finakrue upfor FY 20(-10, and Annual Performance Review Fof
2010-11. RInfraD submitted its Petition (numbered as Case No. 126 of 2011), on
September 2, 2011, wherein it projected a revegapeof Rs. 2,577.54 Crore, as

under:
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Table 1: Revenue Gap as per RinfraD Petition dated September 2, 2011 (in Rs.

Crore)
As approved in .
Particular Case No. 72f IERETEIE Al
Amount Amount
2010

Incremental Revenue Gap Y 2008- 09 95.60 95.60
Incremental Revenue Gap Y 200- 10 1,015.41 (62.28) 953.13
Regulatory Assets 732.00 732.00
ImpactofHon 60 b | @deATE 90.70 90.70
Impact of Adjustment of Consumer

Contribution and Additional Capitalisation 23.15 23.15
Total Revenue Gapp toFY 2008-10, 1,956.86 62.28)]  1,894.58
without carrying cost

Revenue Gap dfY 2010-11 359.35 323.61 682.96
Total Revenue Gap 2,316.21 261.33 2,577.54

1.1.10

1.2

1.2.1

A AAdmit the Application/Petition as submitted herewith;

The prayers made by the Petitioner in Case No. 126 of 2011 are as follows:

B. Approve the revenue gap fBiY 20®-10 as submitted under Truing up

process;

C. Approve the revenue gap as submitted F&f 20D-11 under the

Provisional Trueup process;

D. Allow additions/alterations/changes/modifications to the application at a

future date;

E. Allow any Other Relief, order or direction, which the Honorable

Commission deems fit to be issued;

F. Condone any inadvertent Omissions / errors / rounding off differences

/ shortcomi ngs.

0

Pending cases on ARR related matters

RinfraD submitted that following matters on ARR are sub judice with the

Commission/ H o n 6 Bppeadlate Tribunal for Electricity (ATE) or Hod b | e

Supreme Court of India. Without prejudice to the claimsienander respective

MERC, Mumbai
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1.2.2

1.2.3

1.2.4

1.3

1.3.1

1.3.2

matters, RinfreD filed the presenPetitionfor final true up forFY 200-10 and
APR of FY 2010-11.

Case 57 of 2011 before the CommissioiThe 40MW Solar PV capacity is
expected to be available to Rinftafrom Q3 ofFY 2011-12. Accordngly, Rinfra-
D submitted that it would be in position to meet its Solar RPO fully froh2012-
13 onwards and cumulatively durify 2011-16. RiInfraD filed a Petitionin this

matter.

Case 151 of 2011 before the CommissioRInfraD submitted that it hadeferred

the process of changeer at present due to various operational issues that it is
facing, for which the present changeer Order of the Commission does not have
adequate remedies. RIniafiled a Petition in this matter and hearings are in

progess.

Appeal No. 150 of 2 0 0 %he saled o rceangdeo n 6 b | e
consumers get determined based on wheeling losses of 9% at LT level and 1.5% at

HT level approved by the Commission. RInfba has appeal ed befo
ATE against this decision ofie Commission in Appeal No. 150 of 2009, which is

pending.

Technical Validation Session (TVS)

The Commission scrutinised the Petition of RIAraand asked it to address
certain data gaps raised before the first Technical Validation Session (TVS) held
on September 28, 2011.

Further to TVS held on September 28, 2011, a meeting was held between
representatives of RInfA and staff ofthe Co mmi ssi on at t he Co
office on October 4, 2011. During the meeting, the representatives of finfra

were exjpained all data gaps/ queries. The origiRatition and data formats of

RiInfra-D needed substantial revisions. Therefore, Ribfravas asked to resubmit

the data formats with the proposed change in numbers while responding to the data
gaps. RiInfraD resubmitted the data formats on October 21, 2011.
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1.3.3

134

1.35

1.3.6

Further data gaps were raised before Second TVS held on October 31, 2011. The

list of individuals, who participated in the TVS, is providedppendix-1.

Subsequently, RInfe® submitted its replies to the additional data gaps. It revised

its Petitionand the data formats and resubmitted them on November 7, 2011.

According to the revised submissions of RIArathe following changes had

taken place.

Table 2: Impact on Rinfra-D's Revenue Gap due to revision of data (in Rs. Crore)

Particulars

Net Impact on Revenue
Gap

Incremental Revenue Gaple¥ 20(8- 09

Incremental Revenue Gap Y 200- 10

Regulatory Assets

ImpactofHon 6 b | @deA T E

Capitalisation

Impact of Adjustment of Consumer Contribution and Additio

Total Revenue Gapp toFY 20M-10, without carrying cost

Revenue Gap dfY 2010-11

1.84

Total Impact

1.84

Accordingly, RInfraD6s t ot al

R epwjeatedt@ Rs@:6p9.3Warae.

Summary of the revised Revenue Gap is presented below as under:

Table 3: Revenue Gap as per RinfraD Petition dated November 7, 2011 (in Rs.

Crore)
As approved in .
. Incremental Final
Particular Case No. 72f Amount Amount
2010

Incremental Revenue GapleY 2008- 09 95.60 95.60
Incremental Revenue GapleY 200- 10 1,015.41 (62.28) 953.13
Regulatory Assets 732.00 732.00
ImpactofHon 6 b | @deATE 90.70 90.70
Impact of Adjustment of Consumer

Contribution and Additional Capitalisatig 23.15 23.15
Total Revenue Gap up fr 2008-10, 1,956.86 (62.28)|  1,894.58
without carrying cost

Revenue Gap dfY 2010-11 359.35 325.45 684.80
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1.3.7

A5 ERETEVED) [ Incremental Final
Particular Case No. 72f
Amount Amount
2010
Total Revenue Gap 2,316.21 263.16 2,579.37
Whil e responding to the Commissi
RinfaD6s revised the pdweli®1p andRY 01614

upwards. Accordingly, total Revenue Gap was increased to Rs. 2,628.57 Crore.

Summary of the revised Revenue Gap is presented below as under:

Table 4: Revenue Gap asevised onJanuary 30, 2011 (in Rs. Crore)

onos

£ SR I Incremental Final
Particular Case No. 72f
Amount Amount
2010

Incremental Revenue Gaple¥ 20(8- 09 95.6 95.6
Incremental Revenue Gaple¥ 200- 10 1,015.41 (20.46) 994.95
Regulatory Assets 732 732
ImpactofHon 6 b | @deA T E 90.7 90.7
Impact of Adjustment of Consumer

Contribution and Additional Capitalisation 23.15 23.15
Total Revenue Gapp toFY 20(-10, 1,956.86 (20.46)|  1,936.40
without carrying cost

Revenue Gap dfY 2010-11 359.35 332.82 692.16
Total Revenue Gap 2,316.21 312.36 2,628.57

1.4

14.1

Admission of the Petition and Public Process

In accordance with Section 64 of the EA 2003, Rhidréssued Public Notices in
two English newspapers (The Times of India and Indian Express) on November

16, 2011 and two Marathi newspapers (Saamana and Loksatta) on November 17,

2011 inviting suggestiorand objections from stakeholders onRetition Further,

RInfraaD made available copies of iRetition and executive summary (in both
English and Marathi version) for inspection/ purchase by members of the public at
RinfraD's websié (Wwww.rinfra.com) hosted them in

downloadable format. Theetition its executive summary and copy of public

Rinfra-D's offices.

notice were hosted on the website of the Commissiam(mercindia.og.in) in

downloadable format.
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1.4.2

1.4.3

15

151

The Commission received written objections expressing concerns on several
issues, including tariff of RInfr®, power purchase expenses, FAC, capital
expenditures, average cost of supply, wheeling and distribution lossegenies
against vigilance, interest ¢ong-termloan capital, recovery of regulatory
asset, consumer migratioatc. The Commission held combined public hearings
for RInfraG, RiInfraT and RiInfraD at 10:00 am at Rangsharda Natya Mandir,
Bandra Reclamain, Bandra (W), Mumbai on Wednesday, December 14, 2011.
Consumer representatives also participated actively in this process. The list of
objectors,and personsvho participated in the public hearingre provided in

Appendix- 2.

The Commission ensured th#te due process, contemplated under law, was
followed meticulously at every stage to ensure transparency and public
participation. Adequate opportunity was given to all the persons concerned to
submit their response in the matter. TBiglerdeals with tle final truing upfor

FY 200-10 and Annual Performance Review Bl 2010-11 for RinfraD.

Various objections that were raised on RIAr® Retitionafter issuing the public

notice both in writing as well as during the Public Hearing, along with RDdfdas
response and the Commi ssionds 2afthis ngs h:
Order.

Organisation of the Order

For the sake of convenience, a list of abbreviations with their expanded forms has
been included at the beginning of this Order. Thereafter, this Order is organised in

the followingSections:

a) Section lof the Order provides a brief background of the process undertaken

by the Commission;

b) Section 2 of the Order summarises the various objections raised by the
objectors in writing as well as during thpublic hearing before the
Commission Each of the objections is followed by the response of Rfra

and the ruling of the Commission respectively;
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c) Secton30f the Order details the Commissioc
final truing up sought by RInfe® for FY 200-10;

d) Section 4of the Order discusses the Annual Performance ReviewYd@010-
11. This Section also details the Comm
of revenue requirement of RInfid for FY 2010-11, including sales
projections, distribution losses, energy Ibak, power purchase, O&M

expenses, etc; and

e) Section 5of the Order discusses certain amounts claimed by Rihfes
Revenue Gap oFY 200B-09 andFY 20M-10, Regulatory Assets, impact of
Hondéble ATE Orders and so on.Revehues sec
Gap approved by the Commission following final truing up Faf 200-10,
provisional truing up foFY 2010-11 after Annual Performance Review, and

the summary of various directions issued by the Commission to RInfra
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2 OBJECTIONS, RINFRA-D 6 BESPONSE AND
COMMI SSI ONOS RULI NG

2.1 Tariff related objections

Shri. George John submitted that as compared to LT residential category, the
tariffs for Non residential/ commercial category consumers are very high. These

tariffs should be reduced to some extent

Shri. N. Ponrathnam submitted that RIabashould give an explanation in

regard to the tariff charged to end consumers for the supply of electricity.

Rinfa-D6s Response

RinfraeD submitted that the tariff charged féfy 2010-11 was as perthe
Commissio® ©rder dated June 15, 2009 in Case No. 121 of 2008.

Commi ssionbés rulings in tariff related

The present Petition is for truing up fBlY 20-10 and provisional truing up

for FY 2010-11 only and not about tariff fixation of RInfia consumersin the
present proceedings, the Commission ha:
as well as the revenue earned durif§ 2000-10 and FY 2010-11. Truing up

exercise has to be necessarily taken up against each ARR approved by the
Commission wherein anyxeess or shortfall of trued ARR, over the approved

ARR that is thaevenue deficit orevenue surplus is adjusted in the subsequent

tariff order in the prospective yda). Thus, the impact of the truingp exercise

would be reflected in the tariff calctil@ns for the following yeds). Hence, the

objections raised by objectors are not relevant to this petition.

2.2 Distribution License

Shri. Sandeep Ohri submitted that RIABa s di st ri buti on | i ce
RInfraD has been misrepresenting facts bhgicatingthat itsdistribution license

has been renewed.

Rinfra-D6s Response

MERC, Mumbai Page22 of 220



Case No. 26 of 2011 MERC Order forTruing Upof FY 200910 and APR of FY 20101

No reply has been submitted by Rinfda

Commi ssionds Ruling

The Commission, vide its Order dated August 11, 2011, in Case No. 65 of 2011
has granted a Distribution License to RIAba(Distribution License No. 1 of
2011)for a period of 25 years with effect from August 16, 2011 in accordance
with the provisions ofection 14 read with Section 15 of the EA 2003 read with
MERC (General Conditions of Distribution License) Regulations, 2006

0 b j e cwdntentidn $s not germane to the present Order.

2.3 Power purchase expense

Dr. Ashok Pendse of Thasgelapur Industal Association submitted that
consumer migration from RInffB to TPGD has increased iFY 2010-11

compared taFY 200-10 due to higher power purchase cost of RHfralhis

move is mainly in the subsidizing category of consumers. Alsd;YoR010-11,

power allocation from TP&5 to RiInfraD has reduced, and this has increased
RinfraD 6 s bil ater al power, Ripfrab@éh agdseo.t alCompoe
purchase cost has increased substantially.

Shri. Sandeep Ohri submitted that, in recent periods, thereelasno indication

of RiInfraD signing any longterm PPAs (Power Purchase Agreements)
Therefore, the consumers will continue to bear the consequences of-Ribfea
indifferent approach. Also, there is no penalty for distribution utilities for not
entering into long-term PPAs. Hencethe Commissionshould devise some

mechanism of penalty and should take strong actions in this regard.

Shri. N. Ponrathnam submitted that RInrfbahas neither increased its generation

nor has it devised any road map for capacity addition, so as to supply cheaper
power to the consumers. Further, RIpDais violating theCo mmi ssi onds
regulation by not entering to long-term PPAs for cheaper power purchase.
RinfraD is passing the high cost of its power purchase to the consumers. Further,

it is an accepted fact that the cost of electricity of RHafres high due to poor
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planning of power purchase. RInfitashouldclarify the provision of law under

which this inefficiency is passed on to the consumers.

Shri. George John submitted that RIrbéhas purchased power through external
sources at very high rates. Considering power purchase rate e T&(d other
externdpower purchase rates, the excess expense for such power purchase should
not be allowed. Action should be initiated at the earliest feiceé@sing 30% of
energy requirement of 2Gkh consumers since power purchase management of
RinfraD is ineffective and inefficient. Further, normal prudence, which is
expected from any agency dealing with public intereslaage, has not been

exercised.

Urja Prabodhan Kendra submitted that Rlfirgorocures power from its own
source (RInfraG), which constitutes onl24% of its total power requirement,
while the remaining power comes from other sources. The objector enquired about
the plans of RiInfrdD to reduce the power purchase expenses and to avail of

cheaper power from RInfra projects outside the state.

RiInfra-D 6 Response

RiInfra-D submitted that the cost of procurement included in ARR is in conformity

with Tariff Regulations 2005, notified under EA 2003. The rates are determined/
discovered based on the market conditions and desigmuly gap in the country

andnot controllable on the part of the distributibicenseelt is a known fact that
RinffaD6s dependence on external power pur
years because of reduction in allocation from TPC generation -@PJhe

reduction in alloation from TPGG capacity was abrupt and replacement of such
long-term capacity cannot happen in a short span of time, since it takes at least 4

to 5 years for the plants to be set up. Rkidréeing a distributiorLicensee can

procure any additional powenly by way of competitive bidding, which it has

already initiated for procurement of lotgym power.

RinfraD further submitted that efforts are always made to reduce its power
purchase cost and purchases are done most economically within the market

constraints. Also, the observation that RIr@asupplies to the extent of 24% is
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incorrect. Power purchased from Rinféaconstituted 46% irfFY 2009-10 and

42% inFY 2010-11. Similarly, total power procured from RInf@& and TPCG,
combined, in these yeaiis, 76% and 56% respectively. Further, stterm power
purchase, after netting off purchases from renewable sources (as purchase from
renewable is a regulatory requirement), is 22%¥ 200®-10 and 37% inFY
2010-11. The increase irY 2010-11 is only atributable to the reduction in
allocation from TPGEG to RInfraD. As is evident from the various proceedings
before the Commi ssi on, Hondoble ATE and
of its consumers, RiInfr® had claimed rightful share of its consusér TPCG
capacity. RinfraD was willing to execute the PR#&ith TPGG. However, in view

of the fact that TPE5 denied RInfreD any share in its capacity, RInfEahad to
procure alternate power on shtetm basis till such time it could procure power
under competitive bidding process for the medium term.

RinfraeD submitted that in a scenario of chargeer, when the number of
consumers remaining with RInffa at any given point in time is uncertain, there

will always be a requirement to set aside cenpawer procurement on shdadrm

basis, as otherwise, the burden of fixed cost of power contracts, not off taken will
get passed on to the consumers, which is undesirable. Even when there is no
uncertainty such as changeer, the demand pattern varies idgrthe day and

over the months, necessitating purchases on-gfrontbasis to meet peaking load.
Hence, 100% tiaip by way of longterm sources is not prudent and uneconomical

in the long run.

RinfraeD further mentioned that it had entered intolamgterm PPA with
Chitrangi Power Private Limited after undergoing the due process of Competitive
Bidding and negotiation for procurement of power at lower rates, which would
have yielded lower tariff for the consumers. However, the Commission vide Order
dated May 16, 2011 (Case No. 13 of 2011) directed RHafrto initiate a fresh
process of competitive bidding féongterm power procurement. Accordingly,
RInfraD had initiated a fresh process of competitive biddinddog-termpower
procurement and the samie under the advanced stages of finalization of
successful biddés).
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RinfraD has already entered into medium term contracts for purchase of power
till FY 2013-14, through competitive bidding, the PPAs which are approved by
the Commission and power purchase has commenced Rio011-12. These
PPAs have been signed with Wardha Power Ltd and Abhijeet MADC Nagpur
Energy Pvt. Ltd. to supply power to RIrdEaunderMTPP route, for which the
supply started in April 2011.

Rinfra-D further submitted that it is a distributidiicensee and is obligated to
purchase any additional requirement of power only by way of competitive bidding
under the present regulatory regimEor the purpose of lonatgrm power
purchase, RInfrd@ has already initiated competitive bidding, which shall
conclude shortly. Rinfra projects, if any, outside the State, also have to participate
in the same competitive bidding for supply of power to RHLf. As per Rinfra

D, the Commission has been made aware of the developments from time to time.
Hence, RinfraD has categorically rejected the allegation of following a callous

approach towardeng-termpower procurement.

Commi ssionds Ruling

As regardghe contentions raised by objectors over the increase in power purchase
cost, the Commission is of the view that there is merit in the views of the
objectors onlongterm PPAs, given that the Commission has given repeated
directives toRInfra-D to enter imo longterm contracts for their power purchase
requirement, at reasonable rates, rather than relying on costlytetmrsources.

The Commission has elaborated its rationale on this issue in Sé&ctiand
Sectiord.4 of this Order.

2.4 Levy of Fuel Adjustment Cost (FAC)

Shri. N. Ponrathnam subtted that apart from proposed increase in price in the
annual tariffPetition consumers are burdened with additional costs through Fuel
Adjustment @sts Uncontrolled cost is passed through as FAC. Ribfrshould
explain whether costly power purchasdjich is passed through as FAC, is an

uncontrolled cost, and whether it complies with Section 62(4) of EA 2003.
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Rinfra-D6s Response

RiInfra-D submitted that FAC charged (or credited) by Rkidran any month is in
accordance with Tariff Regulations, 200®fiified under EA 2003), prevalent at
that period of time. The FAC as charged is then submitted by Rint@athe

Commissiorfor post facto approval on a quarterly basis.

Commi ssionds Ruling

The philosophy behind the Fuel Adjustment Cost (FAC) Charge lkeas b
elaborated in several Orders by the Commission, which is in accordance with
Regulation 82 of Tariff Regulations, 2005, which stipulates as under:

A82.3 The FAC charge shalll be comput e
variation in fuel costs relatingo power generated from own generation

stations and power procured during any month subsequent to such costs being
incurred, in accordance with these Regulations, and shall not be computed on

the basis of estimated or expected var

Moreover, the purchase from external/bilateral sources and purchase from
imbalance pool is also considered as a source of power purchase by the
Commission. Accordingly, the same is considered for the computation of FAC
charge. The variable costs are based the prevailing fuel costs, while
determining the per unit rate of generation. The prevailing FAC is effectively
equated to zero, and comes into the picture, in case there is a variation in the fuel
prices (positive or negative). Further, the generatsksRinfraD to pay for the
difference in fuel costs, which is a paksough expense. The FAC is allowed to

be recovered on a monthly basis, in accordance with the formula stipulated in the
Tariff Regulations, and the FAC is vetted on a gasto basis fo each quarter.

The detailed vetting reports are avail al
2.5 Energy sold from Dahanu Plant
Shri. N . Ponrathnam submitted that i n

Petition power purchase quantum from DTPS is shown as 3688 Hbwever,
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DTPS had generated 4481 MU and sold only 3688 MU to Mumbai consumers.

RiInfra-D should provide explanation for the difference in energy stated.
Rinfra-D6s Response

Rinfra-D submitted that the number 3688 MU referred to by the objector is the
Commi s s iappmov@dsquantum fdfY 2010-11 and the number 4481 MU is the
actual gross generation of Rind@for FY 200-10. Between these two numbers,
no comparison is appropriate. However, for the sake of explanation, finfra

stated as under:

The actuahet (net of auxiliary consumption) generation of Rlfdor FY 2000-

10 was 4085 MU and fdfY 2010-11 was 4041 MU. However, iRY 2010-11,

RiInfraD banked 300 MU of energy procured from DTPS and utilized only 3741

MU f or Mumbai 6s ¢ onsdoneesince OEPR&smtbase |dath i s w
station and the demand reduction caused by changeover of consumers meant that
DTPS became surplus in the night hours when RIBftas | oad was | es ¢
RinfraD submitted that it banked the surplus energy, which wasnedunFY

2011-12 to reduce peaking purchases AN 2011-12. As per RinfreD, this

arrangement is beneficial for RInfad6 s consumer s.
Commi ssionds Ruling

The Commission has noted Riflbed6 s r epl y. The Commi ssi o
issue has been elaborated in SecBigrandSectiond.4 of this Order.

2.6 Transmission charges

Urja Prabodhan Kendra submitted that fof 200-10, RInfraD should provide
the breakup of transmission expenses of Rs. 183.@2 and indicate the amount
paidby RInfra and others. FdfY 2010-11, power intake has reduced, however, it
is not clear as to why the transmission charges have increased compgkied to
200-10 (Rs. 183.TCrorg. Also, it is hard to believe how the figagr are matching

aspet he ComnOrdersi onos

Rinfra-D6s Response
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RinfraeD submitted that the transmission charges are paid as per the
Commi s s i o0 n ntea St@te TamsmissioBystem(InSTS) Charges fdFY
2009-10. RInfraD has further submitted that the Commission, in Case No 104 of
2007, had determined the Transmission Charged=Y0r20(B-09 based on its
share in cancident peak demand as Rs. 18@ibre per month, applicable till
May 2009. Further, the Comssion vide its Orderin Case 155 of 2008, had
determined the transmission charges Fof 200-10 as Rs. 14.6&rore per
month, applicable from June 2009. Accordingly the net amount paid by Rnfra
was Rs. 183.7C2rore(18.47*2+14.68*10Crore).

RiInfra-D submitted that transmission chargesFdr2010-11 were determined by

the Commission vide its Order dated Sepberl0, 2010, after considering about

160 MW of shift in coincident demand from Rinitato TPGD. However, the

share of charges for RInfila has gone up ifrY 2010-11 due to increase in Total
Transmission System Cost i.e. the transmission ARR of all transmlssemses

put together. Hence, even though due to chawvge, power intake has come
down in energy terms, the transmission chargeg lgame up. As InSTS charges
and each Di scomo aredstérmimed byithe Cdmmissiors thene
payment is made exactly as per such approval and consequently, it has to be same

as what is approved by the Commission.

Commi ssionds Ruling
The Commissinnoted RInfraD6s r esponse, which is in
2.7 Employee expense

Shri. Sachin H. Parab enquired whether the employee expense towards
outsourcing of the man power has been adjusted. RIhfngeds to submit the

amount of employee expenses as well as theriifor outsourcing the activities.

Rinfra-D6s Response

Rinfra-D submitted that the activities are outsourced based on the need of the

concerned departments. The vendsestice providers are selected based on the

MERC, Mumbai Page29 of 220



Case No. 26 of 2011 MERC Order forTruing Upof FY 200910 and APR of FY 20101

vendor s 6 c ocospcenipetinvengss.dmedmount is already included in
the total O&M Expenses for the corresponding year, under the relevant head of

employee/A&G/ R&M based on the nature of the activity/service.

Commi ssionds Ruling

The Commission has deliberated on ik&le in detail in SectioB.11and4.10 of

this Order, while deliberating on each component of O&M expenses.

2.8 Wage Agreement

Shri. Sachin H. Parab submitted that RIdfrashould confirm whether the

provision in the ARR calculation for wage agreement is for five years or ten years.

Rinfra-D 6 sespénse

RinfraeD submitted that the wage agreement is for four years and accordingly,

provisions are made.

Commi ssionds Ruling

TheCommission has noted RInf2a6 s r epl y.

2.9 Capital expenditure

Shri. Sandeep Ohri submitted that RiInBa&d s e | e ¢t rsinewa howaves t wo r k
capital expenditure proposed by RiInfdais very high. Further, more due
diligence is required to be carried out for evaluation of Capex. Quantifiable
benefits of past Capex must form a part oftthieng upPetitions as the consumers

have aright to know the same. Proper justification for all the expenses should be

submitted.

Also, it is unreasonable that RInfEais investing so much on Capex when it is
facing problems in power purchaseo(longterm PPAS), its product cost is
regulated andts sales is going down due to consumer migration. Moreover, by
incurring such hugeapex, the cost of which is being passed on to consumers,

RinfraeD has been achieving better performance than the targets set by the
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Commission and thereby getting the éf#nof the efficiency gain as well. This
results in double benefit for RInfa. So to compensate for this, the Commission
should either disallow the huge Capex or set new performance targets for Rinfra
D.

Shri. N. Ponrathnam submitted that the Capex of Ribfraas increased for wires

and transformers. RInffB has never laid down any cable free of cost. The
consumers6 | oad has been restricted fo
transformer substatiorl/T pillars installed at new substation at their cddte

consumer havorne the cost of cable/ fusesékters if burnt down. RInfe® has

been forcing developers for space for transformers and the cost of substations for

supplying power to developing plots.

Rinfra-D6s Response

RiInfra-D submitted that Capex has to be incurred for meeting the load growth and
also in order to improve the reliability and quality of supply for all connected
consumers in the supply area. The reason for higher quantum is mainly the hig

RI charges being levied by MCGM as compared to earlier periods.

RinfraeD further submitted that the Capex proposals are approved by the
Commission after following the process of due diligence and evaluation of
guantifiable benefits of such Capex schenfsper justificatios in the form of
DPR and project completion reports were submitted by Rlrato the

Commissiorfrom time to time.

Commi ssionds Ruling

The Commission has noted the concerns raised by various objectors regarding the
excessive capital expenditure being undertaken by RIvaad the impact of the

same on the tariff. RInfr® has submitted the Cebenefit analysis of various
schemes undeitan inFY 20M-10 andFY 2010-11 vide its email dated February

20, 2012. Assessment of those submissions is under progress. The Commission
has analyzed the submissions of RIfiraand has addressed this issue in the
Sections3.15and4.14of this Order.
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2.10 Wheeling loss and Distribution loss

Shri. Sandeep Ohri submitted that RIADa& #ransmissionand distribution
network is new compared teansmissioranddistribution network of TPC, yet
the wheeling losses as well as distribution losses of RIfaae more than that
of TPC.

Rinfra-D 60 s pdRses

Rinfra-D (erstwhile BSES), is a Distribution Licensee for more than 80 years.
To meet the Universal Service Obligation (USO) in its area of Supply, RInfra

has laid down its distribution system over a period of time. The wheeling losses
are a funcon of LT and HT network, per capita consumption of LT and HT
consumers, load density, geographical spread. Given that these parameters are
skewed unfavourably in case of Rinfra, as compared to TPC, and accordingly,
the distribution losses of RInffa are ©nsidered as benchmark in the Country.

Commi ssionds Ruling

The Commission has noted Rifflbke6 s reply to this object
finds it inappropriate to compare wheeling and distribution los§édinfra-D

distribution system and those of THX Both networks are intrinsically

different in the context of position of electrical network, LT: HT ratimpsumer

mix, sales mix, etc.

2.11 Recovery against vigilance

Shri. Sachin H. Parab enquired whether the amount recovered through vigilance
drives inFY 20-10 andFY 2010-11 are considered in ARR calculations and if

so, under which head has it been taken. Further, the objector was interested in
knowing the amount recovered through vigilance driveBYn20®-10 andFY
2010-11.

Rinfra-D6s Response
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RinfraeD submitted that the amount recovered through vigilance drives has
already been considered in the revenue from sale of electricity for the respective
years. The amount recovered and included under the head of revenue are Rs.
17.20Croreand Rs. 17.8@rorefor FY 200-10 andFY 2010-11 respectively.

The Electricity Duty and Tax on Sale of Electricity (TOSE) on the amount
recovered adds up to Rs. 2.CBreand Rs. 3.2Zrorefor FY 20M-10 andFY
2010-11 respectively, which in turn is included in ttogal Electricity Duty and

ToSE deposited with the State Government.

Commi ssionds Ruling

The Commission has noted RIMDad s reply. HD wre itse r R
submissions to the Commission has not shown any income against recovery from

theft of power forFY 200-10 and FY 2010-11. (Reference: Form 10 of Retail

data formats). The Commission has addressed this in the Se8t@hsnd
Section4.230f this Order.

2.12 Interest on long-term loan capital

Urja Prabodhan Kendra submitted thaFivi2010-11, RInfraD6 s power pur c
expenses have reduced by Rs. €58re however, the interest dong-termloan

capital has increased.
Rinfra-D6s Response

Rinfra-D submitted that there is no relationship between the interdenhgiterm
loan and power pehase cost. Loan capital refers to borrowing made for capital
expenditure and not for power purchase obligation. Interest has therefore

increased simply because of additional capitalization during the year.
Commi ssionds Ruling

The Commission hasnotedRlaD6 s submi ssi on.

2.13 Average Cost of Supply
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Shri. N.Ponrathnam submitted that the average cost of supply is one of the prime
factors which determine the smooth performance of the electric company. The
average cost of supply of RInfa is the highest amongsther suppliers in the
state. RInfraD has denoted Rs. 6.11/unit as ABR (Average Billing rate). RIbfra
should explain whether its ABR reflects actual cost of supply as indicated in the
section 61(g) of EA 2003.

Rinfra-D6s Response

Rinfra-D submitted thathe Commissiorhas approved average cost of supply of

Rs. 7.06/kWh foFY 200-10vide its Ordedated June 15, 2009 and projected an
ABR of Rs. 7.06/kWh. The stand alone approved average CoSYf&@0(-10

was just Rs. 6.36/kWh; the rest being the recovy t owar ds - past

recovered revenue gap.

During the course of the year, on account of Tariff Stay and migration of
consumers, the actual realization was much below at Rs. 6.11/kWh. The actual
ACoS of Rs. 6.53/kWh for F\2009-10 (without adjustment towards past cost
recovery) resulted in accumulation of staaldne revenue gap of Rs. 346.46
Crorefor FY 200®-10 itself. The difference between ACoS and ABR, hence, was
primarily on account of Tariff Stay anthangeover of consumers. Rinbahas

thus prayed to th€Eommissiorin this Petitionto true upthe said amount.
Commi ssionds Ruling

The Commission is also concerned with the high cost of supply of RDnfra
which can be largely attributed to its high cospower purchasé here is a merit

in the views of the objectors on the high rate of power procurement of finfra
given that the Commission has given, in its various earlier orders, repeated
directives to RiInfreD to enter into longerm contracts forheir power purchase
requirement, at reasonable rates, rather than relying on costlytetmrsources.

The Commission has elaborated its rationale on this issue in Sé&ctiand
Sectiord.4 of this Order.

2.14 Average Billing Rate per unit
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Urja Prabodhan Kendra submitted that the average billatg of consumers

migrated to RInfreD appears to be on the higher side.
Rinfra-D6s Response

Rinfra-D submitted that théilling of all RInfra-D consumers, including this set
of consumers, is in conformance with the Tariff approved dmpmmission
throughOrder dated June 15, 2009.

As the number of such consumers (144 in nos.), is significantly small as compared
to the number of total RInfrB consumers (~2.7 Millions); the average billing
rate for such group shall be highly influenced by the individualwomption
pattern and may seem to be on the higher side, if compared with the overall ABR

for the respective consumer category.

Commi ssionds Ruling
The Commissiomasnoted RInfraDés r esponse, which is in
2.15 HT consumers

Shri. Raksh Pal Abrol submittébat RInfraD has not disclosed the number of
new HT Consumers that have been added since the introduction of the
Commi ssionbs approved categories based

such consumers.
Rinfa-D6s Response

RinfraD submitted that comsner addition from one year to next in all
categories can be easily obtained from the formats filesl st of the entire

tariff Petitiors filed by RInfraD so far.
Commi ssionds Ruling

The Commission has noted Rilbed s s ub mi ssi on. eftoe obj ¢

the data formats submitted by Rinfdafor the required information.
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2.16 Consumer Sales

Shri. Raksh Pal Abrol submitted that on page no. 162 and 163 of the present
Petition RInfraD has provided the forecast of Consumer Sale$-16120(®-10
andFY 2010-11, whereas both the financial years are now dv¥r2011-12 is
approaching to close on March 31, 2012. Moreover, Rbttiorer sent loose

sheets in December 2011, and such details were not provided earlier.

Rinfra-D6s Response

RinfracD submitted that the preseRetition has been filed fotruing up of FY

2009-10 andprovisionaltrueup of FY 2010-11 and hence data for these years has
been provided, as required. Data for E¥L.1-12 cannot be provided in the present
Petition Fut h e r |, the Al oose sheetso (2 nos.)
as there was a printing mistake in those pages in the bound copy Rsétitien

This mistake was discovered later and appropriate action was taken by providing

the corrected pages tile Commission as well as the consumer representatives.

Commi ssionds Ruling

The Commission hasnoted RiInffitked s r ep |l y.

2.17 Consumer Migration

Shri. N. Ponrathnam enquired whether it is compulsory or optional for a consumer
in the suburb to avail the RInfda network for availing power from Tata.
Whenever a new consumer applies to Tatesumeis advised to take RInffB
network and subsequent change over is recommended. The objector asked
whether RInfraD has the right to restrain the use of its network iar ieture and

whether the method of use of existing network of reliance is a temporary affair.

Further, Shri. Ponrathnam submitted that consumer migration to-DIREC
restricted by RInfrdD and this represents injustice to the consumers. Further,
changeover consumers are restrained from enhancing their load. For enhancing
infrastructure, cost is escalated and added as wheeling charge currently. There is

no provision for enhancement of load for chaoger consumers.
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Shri George John submitted that the migration is pending for around 5000
consumers. Transfer of connection of all pending applications from RInfa

TPC should be effected hassle freetbit e C o mmitesventiom m dine with
Supreme Court Ruling tdring forth healthy competitionThe Commission
should take up/report the matter to the Supreme Court sinceoogeration on

the part of RInfreD to transfer the connections is tantamount to non compliance
with the ruling of the Supreme Court. Urja Psdban Kendra submitted that since
more consumers have migrated to TPCGcompared to those who have been
newly added in Rinfdd6s syst em, It I's not clear h
hold on to its own consumers willingly and not by force. Further, TateePbas

been forced not to accept new consumers migrating from Rinfra D. This appears
to be injustice to those who are seeking to changeover to TPC. This is against the
Open Access principle of EA 2003.

Rinfra-D6s Response

RinfraD submitted that as per tlogpinion of the Solicitor General of India, each
distribution Licensee is required to supply its consumers using its own distribution
network. RInfraD al so referred to the Commi ssic
2009, which was issued on THICO Retitionfor supplying consumers using open
accessonRINfrl®6s net wor k.

RinfraD submitted that the company has already initiated the procdssgpf

term Power Procurement, which will ensure cheaper power purchase cost for
Rinfra-D, and the benefit of the same Wik passed on to the consumers. Rinfra

D is constantly endeavouring to improve its customer service and has launched a
variety of service initiatives for its customers with the objective of providing
greater convenience to customers during their varidesactions with the utility

T whether with regard to meter reading and bill payment or with regard to any
other enquiries, service requests, complaints, etc. Further, in a competitive sector,
increase or decrease in number of customers is a regular feRtmfea-D

submitted that it cannot disclose its strategy to counter competition.

RInfraD submitted that it has deferred the process of chamgeat present due

to various operational issues that it is facing, for which the present cbaage
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Order dos not have adequate remedies. Howevé&etdionfor the same is filed

before theCommissiorfor the same and hearings are in progress.

Commi ssionds Ruling

These issues are not the subject matter of the present truing up exercise and are
not germane tthe present proceedings. Moreover, it appears that these issues are
subject matter of a petition pending before the Commission in Case No. 151 of
2011 as filed by RInfrd.

2.18 Security deposit of change over consumers

Shri. N. Ponrathnam submitted that RIaRbehas been insisting for a very recent
paid electricity bill from its consumers who are applying for change over. Most
of the changeover consumers, who do not have bank account for various
reasons, have not been refunded their security deposit. Theds detaoney

held by the petitioner have not been accounted for in the revenue calculation in

presenfetition

Rinfa-D6s Response

Rinfra-D requested the objector to provide necessary and relevant details in said
matter, so that RInfr® can respond apppriately.

Commi ssionds Ruling

As regards the Security Deposit refund, this information is not relevant to the
present exercis®f truing up In case any changever consumer has not

received the security deposit due for refund, then such consumer sgleduick

same addressed through tBensumerGrievance Redressdorum (CGRF)
mechanisms peci fi ed in the AMaharashtra EI e
(Consumer Grievance Redressal Forum & Electricity Ombudsman) Regulations,

2006 notified by the Commissioin the present proceedinghet Commission

has considered the security deposit available with RIDffar the computations

of working capital interest and interest on consumers' security deposit.
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2.19 Applicability of Cross Subsidy Surcharge (CSS)

Shri. Sandep Ohri submitted that levy of Cross Subsidy Surcharge on consumers
who have already migrated is fundamentally illegal and against the basic tenets of

competition.

Shri. N. Ponrathnam submitted that there is no legal provision for levy of any
additional sircharge.

Rinfra-D6s Response

RinfraD submitted that this recovery of cross subsidy surcharge is legal and as

per regulations.

Commi ssionds Ruling

The issue whether levy of Cross Subsidy Surcharge on consumers who have
already migrated is illegal or antbmpetitive etc., are subject matter of pending
appeals before the Hondéble ATE in the b
2011; 139 of 2011; 140 of 20EHNhdothers. These issues are subjudice. No view

therefore can be taken on the said issues iprésent proceedings.

2.20 Applicability of wheelingcharges

Shri. Sandeep Ohri questioned the justification of requiring the migrated
consumers to pay the wheeling charges again when they have already paid for cost

of RinfraD6s net wor k. O & Mh migratetd coassirsecsdsi baiige d = w i
charged to RInfddé6s consumer s. This 1 s tantamo.l

should not be allowed.

Rinfra-D6s Response

Rinfra-D submitted that wheeling charges are required to be recovered for cost of
network and there is no dble recovery for the said charges.

Commi ssionds Ruling
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The Commission hasnoted Rinfiteb s r esponse, which 1 s in

2.21 Recovery of Regulatory Asset

Shri. Sandeep Ohri submitted that at present, Ribfia already carrying forward

past dues worth Rs. 2,5Tore (excluding interest), which is a whopping 50%
overandabove the actuakvenue of Rs. 5,136rorein FY 2010-11. Thus, the
carry forward of reglatory assets of RInfr® has a huge cost implication. Hence,
carry forward of the past dues should not be allowed. Otherwise, consumers will
keep paying only the interest of carrying cost of pagjulatory assets and

principal will always be carried foravd, and this should not be allowed.

Shri. Raksh Pal Abrol submitted that RinfPahas not provided the details of
regulatory assets including the high tension cables laid down after 2006,
distribution substations constructed, HT consumers added, LTesabdplaced
with HT cable of 22 KV in the licensed area of supply including Mira Bhayandar

Municipal Corporation area.
Rinfra-D6s Response

Rinfra-D submitted that regulatory assets represent unrecovered cost relating to
the periodrY 200 onwards for reass recognised bthe Commissiofin various
orders from time to time. Rinfra has submitted its proposal for recovery of
regulatoryassets in accordance with the direction@mmissionin its Order

dated July 29, 2011 in Case No. 72 of 2010.

Rinfra-D submitted that all formats, as required under the ARR, are submitted to
the Commissionand have undergone ttechnicalvalidation by the Commission

and consumer representatives, before being put up for public hearing.
Commi ssionds Ruling

While it is true that under ideal circumstances, the revenue gap of the particular
year should be recovered in the same year through the tariffs levied, and
Regulatory Asset should be created only as an exception, the Commission is of the

view that the circumstaes in case of RInfr® are exceptional, and therefore it is
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deemed necessary to defer a part of the revenue requirement to the future years.

Further, Regulatory Assets were created to avoid tariff shock to the consumers.

Vide its Order in Case No. 72 of 20, the Commission recognized the regulatory

assets up té¢Y 2010-11 and allowed its recovery from Groud IRi nf r adés oW
consumersiand Group Il ¢onsumers who have migrated to FBCsupply but

remaining connected on RInfia network) consumers. In Sectiof.3 of the

Order in Case No. 72 of 201the Commission has given its ruling on the issue of
recovery of regulatory assets from consumers who have already migrated and

those would be migrating in the future.

2.22 Demand Side Management

Sheri. N. Ponrathnam bmitted that as per page 74 of the Order in Case 121 of
2008, actual power purchase reduction achieved through various DSM measures
initiated by RInfraD is 17.44 MU. In contrast to this, page 21 of the present
petition states that in the period from J&9& to Mar 2007, a 6.7 lakh CFLs were

replaced, resulting in energy saving of 4.83 MU.

He further submitted that as capacitors can benefit the consumers, this should
have eliminated power factor penalty and replaced the same with power factor
incentive for all consumers. If DSM on the consumer end is initiated and
successfully implemented, then the need for capital expenditure for APFC should
be explained by RInfr®.

Rinfra-D6s Response

RInfraD submitted that the quantum of 4.83 MU pertains to savin§Yig20-

10. However, the above quoted line shows the savingsYin2007-08. The
savings inFY 200-10 have reduced because the CFLs replaced over the period
Jan 06 to Jan 07 have waned out and a large number of CFLs (out of 6,17,436)
have not remained ugg in FY 200-10, thereby reducing the savings kY
200-10.
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Rinfra-D further submitted that APFC panels are installed at receiving stations
and substations, but not at consumer premises. Their installation does not absolve
consumers from maintaining pewfactor at his premises, which is defined by the

type of | oad the consumero6s premises ha:
Commi ssionds Ruling

The Commission has noted the submission of Ribfrdhe objections raised by
the objectors do not affect the AR&® FY 200-10 andFY 2010-11.

2.23 Levy of power factor penalty

Shri. N. Ponrathnam submitted that RInDahas adopted the methodology of
measuring inductive reactive energy (RkVAh) and has been levying Power Factor
penalty as per definitiom Regulation 2.1(d) (i) of MERC (Electrcity Supply

Code and Other Conditions of Supply) Regulations, 2005. On the contrary, Tata
has adopted the methodology of measuring apparent energy (kKVAh) as per
definition in Regulation 2.1 d) (ii) for levying power factor penalty. Both
methods result indifferent penal charges for power factor. RInrashould
explain the pros and cons of each methodology and also justify the cost

implication of each methodology.
Rinfra-D6s Response

Rinfra-D submitted that the definition of power factor is as per the Régos of
the CommissionPF incentive/ penalty for RInfi is charged as per Tariff Order
dated June 15, 2009, whereas for TPGhe same shall be as per the Tariff Order
dated Semmberl2, 2010.

Commi ssionds Ruling

The Commission has noted the objectraised. However, the objection is not
supported by any analysis or evidence. Therefore, this objection cannot be

considered by the Commission.

2.24 Black outs in the license area
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Shri. N. Ponrathnam submitted that even though standby charge is part of the
tariff, the consumers had to experience massive black outs on two occasions in the

past.

Rinfra-D6s Response

Rinfra-D submitted that the two massive blembkts referred to in the quevyere
not a result of generation shortage or failure of standby support of MSEDCL,
rather they were due to tripping of transmission lines meant for bringing power to

Mumbai. TheCommissions already acquainted with the matter.

Commi ssionds Ruling

The Commission is of the view that in the present truing up exercise this issue is
not germane to thi®rder.

2.25 Technical Clarification

Shri. Raksh Pal Abrol submitted that RInfra has annexed three similar Annual
Reports forFY 200-10 and FY 2010-11 in the Petitions filed for Rinfra
Generation (G), RInfraTransmission (T) and RInfréDistribution (D) Wireand

Retail; without giving any clarification for attaching them. However, under the

6l ntroductiond6 secti on -DhmsrpeatigerlthatB8isof t h

a Distribution Licensee.

Rinfra-D6s Response

RInfraD submitted that Annual Reports f&Y 200-10 andFY 2010-11 have
been filed as per the requirements of @@mmission RinfraD was a deemed
Distribution Licensee for the period under smteration in the presemetition
Further, Licenses for Transmission and Distribution have been issued to it

commencing from August 16, 2011, for a period of 25 years thereatfter.

Commi ssionds Ruling
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The objector has not mentioned how the objection rasseglevant to the process
of truing up ofFY 200-10 andAPR for FY 2010-11. The Commission is of the
view that the objection raised by the objedtothe present truing up exercise is
not germane to this order.
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3.1.1

3.2

3.21

TRUING UP OF AGGREGATE REVENUE REQUIRE MENT
FOR FY 2009-10

Rinfra-D, in its Petition in Case No. 126 of 2011, sought approval for final truing
up of expenditure and revenue fleY 20-10 based on actual expenditure and
revenue forFY 2000-10 as peraudited accounts. RInfreD had been asked to
submitallocation andreconciliationstatements foFY 200-10 andFY 2010-11 as
required under theegulations for carrying out truingp. In this Section, the
Commission has analysed all the elements of actual reamiexpenses fdgY
2000-10, and has undertaken ttreling up of expenses and revenue after due
prudence check. Further, fdfY 200-10, the Commission has approved the
sharing of gains and losses on account of controllable factors betweenRInfra
and its consumers, in accordance with Regulation 19 of the Tariff Regulations,
2005.

Sales

Rinfra-D submitted its actual sale kY 200-10 along with the energy as sold by
TPGD to consumers who have migrated to FBCsupply but remaining
connected on RInfr® network duringFY 20M-10. RInfraD submitted that the
actual sale to own consumershiY 200-10 was 8320 MU. The sale to change
over consumers was 207.80 MU. Rinfbasubmitted the following brealfp of

sales to each category of consumer alanty sale o its own consumers:

Table 5: Energy Sales ofown and migrated consumers duringFY 2009-10 (in MUS)

Consumer Category Own Sales | Migrated Sales | Total Sales

LT Category

Below Poverty Line (BPL) - -

LT I (Residential) 4,439 13 4,452
LT Commercial 2,173 49 2,222
LT Il (below 20 kW load) 160 3 163
LT IV (above 20 kW load) 491 30 521

LT V (Advt & Hoardings) - -
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3.2.2

3.2.3

3.24

Consumer Category Own Sales | Migrated Sales | Total Sales
LT VI (Street Light) 55 55
LT VII (Temporary) Others 95 95
LT VII (Temporary) Religious 1 1
LT VIl (Crematorium) 3 3
LTIX (Agriculture) 1 1
LT Total 7,419 96 7,514
HT Category
HT | (Industrial) 313 23 337
HT Il (Commercial) 544 86 631
HT 1l (Housing) 34 2 36
HT Temporary 10 10
HT Total 901 112 1,014
Total Sales 8,320 208 8,528

The Commission has confirmed sales to changer consumers, as reported by
RinfraD with MSLDC.

The Commission observed that while reporting income against recovery from theft
of power forFY 20(-10, RInfraD has factored in assessed revenue along with
assesed sales against respective consumer category. The Commission is of the
view that such sales do not represent actual supply of energy to the consumers
duringFY 200-10. Therefore, the sales assessed while booking such revenue shall
be reduced from the tal sales. In absence of the actual quantum of sales booked
while booking income against recovery from theft of power, the Commission has
derived such sales quantum by applying ABR of Rs. 6.12 per urfiRvf&0®-10

over the said recovery of Rs. 17.20 ferowhich results in sales of 28.12 MU.
However, the Commission directs Rinfbato submitactually assessed saeas

booked by it immediately withione monthfrom the date of issue of this Order.

In view of the above, the Commission approves sales tocowsumers as shown

below:
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3.3

3.3.1

Table6: RInfra-D 6 s s &Y 20®-10iaifter final truing up (in MUs)

Particulars Quantum
LT Sales 7,514
HT Sales 1,014
Total Sales 8,528
Less: Sale to changerer consumers 208
Total Sales tdInfra-D consumerss per petition 8,320
Less: Adjustment due to recovery of theft charges (28)
Total Sales approved for RInfraD 8,292

Distribution losses and energy balance

RinfraeD submitted that with continuous efforts in improving operational
efficiency in distribution system, the distribution losses have been contained at
10.08% forFY 200-10. The computation of losses is based on the difference
between total energy inpand total energy exiting RInfla system. Total energy
exiting the system is the sum of Rinftasales of 8320 MU and energy consumed

by changeover consumers of 207.80 MU, as shown earlier.

Table7:RInfra-D6 s s ub mi s syibalance fonfrY 2009-é0r g

Particulars Unit Notation Amount

HT sales for migrated consumers MU | A 112
HT loss for migrated consumers % B 1.50%
HT migrated sales grossed up energy<¢D MU C = A/(1-B) 114
boundary

LT sales for migrated consumers MU D 96
LT loss for migrated consumers % E 9%
LT migrated sales grossed uplat>D boundary % F = D/(1-E) 105
Ig;z;ll]'r;;z energy attributable to migrated MU G = C+F 219
Energy input to RInfraD system MU H 9,484
Net T<>D energy attributable to RInffA sale MU I=HT G 9,265
Actual sales to RInfr® consumers MU |J 8,320
Total energy sales in RInfia system MU |K=J+A+D 8,528
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Particulars Unit Notation Amount

Distribution loss in RInfreD system % L=1-K/H 10.08%

Total power purchaser RinfraD consumersit
INSTS boundary

3.3.2 The Commission has considered the Interim Balancing and Settlement Mechanism
(IBSM) statements for each month BfY 200-10. These are the statements

MU 9,708

prepared by the MSLDC indicating total energy input at G<>T interface, T<>D

interface and changaver sales.

3.3.3 For FY 20®-10, RInfraD accounted the energy drawn for its own consumers at
T<>D interface as 9265 MU which matchwith details of IBSM statement.

3.34 Rinfra-D reported that the sales to charoyer consumers were 219 MU B>D
interface which was arrived after grossing up the acttall sales of 207.80 MU
by wheeling losses of 9% at LT level and 1.5% at HT levalipusly approved by
the Commission. For changever sales foFY 200-10, the Commission verified

theRINfraD6 s submi ssi oOrdeand found it i n

3.35 However, the Commission observed certain discrepancies in Riirs
submissionon input energywhichdond t al ly with MSLDCOsS s
FY 200-1 0 , the energy input of 157.13 MU u
source as per IBSM statement did not match with the quantum of 146.45 MU
submitted by RInfreD in its Petition Also, IBSM shows energy inputt G<>T
interface as 9696.16 MU whereas RIrDahas mentioned the same as 9708 MU
in the form F2.1 of retail data formats submitted withPleétion

3.3.6 I n response to the @osobmittes shatdhe Guantumwfe r y ,
energy input from 6Wind and otheroé sour
IBSM statement. For the same, RInPahas given undertaking on an affidavit
dated January 9, 20184t the actual power purchase from Renewable Energy (RE)
sources mentioned in the tarfetitionis correct. For mismatch in input energy at
G<>T interface, RInfreD submitted that the difference has been because of the
mismatch in input from RE sourcékherefore, the Commission has considered the
submission made by RInfa for actual power purchase from RE sourcesH®r

2000-10. However, after considering revised quantum for RE sources, a mismatch
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3.3.7

3.3.8

3.3.9

3.4

3.4.1

of 1.16 MU still remained at G<>T interface when conegarwith IBSM
statements. RInfek® could not provide any explanation for the differentae
Commission directs RInfr® to make submissions explaining the said difference
immediately withinone monthfrom the date of issue of this Order, failing to do so
may lead the Commission to rollback of representative amounts in the next Order

on Tariff matters for RInfrd.

In view of the above,he Commission approves sales g2® MU and input
energy of 9484 MU foFY 20M-10, and approved the distribution lossl 8138%,
againstRInfraD6 s c | ai m Accdrdingly) th®apProved energy balance for
RinfraD is as below.

Table 8: Energy balance forFY 2009-10

Particulars Unit Notation FY 2009-10

Approved sales to RInfrB consumers MU | A 8,292
Migrated consumer sales in RInda MU B 208
system

Total energy sales in RInkfa system MU |[C=A+B 8,500
Energy input to RInfraD system MU D 9,484
Distribution loss in RInfreD system % E=1i C/D 10.38%
Total power purchaser Rinfra-D

consumerst INSTS boundary MU F 9,708

The approved distribution loss of RirdEafor FY 200-10 is at 10.38% against
the target 0fL0.5% as approved by the Commission in the Tariff Order dated June
15, 2009.

The Commission also observed that Rlifilrdnas proposed to share the efficiency
gain in accordance with the Tariff Regulations, 2005. In a separate Section of this
Order, the Commission has computed the sharing of efficiency gaiRY f2000-

10 in accordace with Regulation 19 of the Tariff Regulations, 2005.

Power purchase quantum and cost

The Commission, in its APR Order dated July 29, 2011 in Case No. 72 of 2010
considered the total energy quantum of 9708 MUR®r200-10 purchased from
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3.4.2

Reliance Infragucture Limited- Generation Business (RInf@), The Tata Power
Company Generation Business (TPG), RE sources, sherérm power purchase

from external sources and imbalance pool, based on provisional numbers submitted
by RInfraD. The actual quantumf @ower purchased by RInffa from various
sources duringrY 200-10 as submitted in RInffB 6 st IPetitien iuspme as

that approved in the APRrder.

The Commission, in its abowsaid APR Order in Case No. 72 of 2010 had
considered total power purabe expenses of Rs. 3943.87 Crore, excluding
transmission charges, Maharashtra State Load Despatch Centre (MSLDC) charges
and Standby Charges. The actual power purchase expensé& fad®-10 as
submitted by RInfreD in its present true upetition is equa to the amount
approved by the Commission, excluding transmission charges, MSLDC charges
and standby charges. The souwise analysis is presented in the paragraphs

below:

Power Purchase from RiInfra-G:

3.4.3

3.4.4

3.4.5

RinfraeD submitted that it has purchased entire power generated by {&nfra
during FY 200-10, which has a total generation capacity of 500 MW. The energy
purchased by RInfri® from RinfraG in FY 200-10 is 4085.30 MU. Théixed
chargs andenergy charge(including FAC) as submitted by RInfia have been
Rs.156.09 Crore and Rs. 832.8Bore respectively. RInfreD submitted that the
weighted average cost of procurement of power form RIGfria FY 200-10

works out to Rs. 2.42 per unit.

However, the Commsson observed that RINf@ in its Petitionin Case 122 of
2011 has mentioned the energy charges as Rs.849.74 EiY{f@0M®-10. The
Commission asked RInfia to explain this discrepancy.

In response to this query raised by the Commission, Rhiregreted the error on

its part andprayed to the Commissioim consider the cost of DTPS as per the
Petition of RiInfraG, net of FAC amount of Rs. 10.13 Crore. Thus, Rhifra
proposed the revised variable cost for DTPS source as Rs. 83@#6 Further,
Rinfra-D prayed to add the PLF incentive of Rs. 23.06 Crore payable to DTPS for
FY 20M-10, which was originally missed out in RIniaPetition Therefore, the
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total variable cost as submitted by RinBaincluding PLF incentive for DTPS for
FY 200-10 was Rs 862.67 Crore. Accordingly, RInffa submitted that the
weighted average cost of procurement form Rh@ran FY 200-10 works out to

Rs. 2.49 per unit.

3.4.6 As regards actual purchase from RIa@aduring FY 20(®-10, the Commission

has considered the net energy available from RIGfi@nd cost of power purchase
i n with the
122 of 2011 for RInfreG in the matter of Truing up fdfY 2003-10 and APR dr

FY 2010-11. However, considering above mentioned reastiressCommission has

accordance Commi ssionods Or d

approve the actual cost of power purchase by Rhiradrom RInfraG. The
summary of power purchase by Rinfdafrom RInfraG as approved in the APR
Order, as submitted by RhatD, and as approved after final truing up, is tabulated

as under:

Table 9: Power purchase from Rinfra-G for FY 2009-10

APR Order dated Actual Approved after final
July 29, 2011 truing up
Total Total
=CUIEE Quantum Cost | Quantum Cost | Quantum C-ggfa(l:?s
(MU) (Rs (MU) (Rs (MU) Crore)
Crore) Crore)
Rinfra-G 4,085.3 | 1,018.76| 4,085.3 | 1,018.76| 4,085.3 | 1,018.76

Power Purchase from TPGG:

3.4.7 RinfraeD submitted that the actual energy received from -B°?Qas been
considered as equal to that billed by FBCis considered faFY 200-10, which

is 2,711.70 MU.

3.4.8 RinfraD submitted that TP& sold its surplus generation within or outside
Maharashtra during offpeak hours when the demand of Mumbai distribution
Licenses (TPGD, BEST and RInfréD, when RinfraD had allocation in TP&G
capacity) put together was lower than the generation and it was not feasible to back
down generation in view of violaty technical minimum of the plant. TRG,
therefore, sold the excess energy outside License area and passed on the credit of

the same to the Mumbai Distribution Licensees in the ratio of allocations that the
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3.4.9

3.4.10

3.4.11

3.4.12

Licenses had in TPG5 capacity. Consequentlyy FY 20®0-10, the quantum and
realization from energy sold by TRP& on behalf of RInfredD out of 500 MW
allocations duringFY 200-10 is adjusted in the power purchase expenses of
Rinfra-D towardsTPC-G.

Total cost of procurement from TR@ for FY 200-10, as submitted by RInffB,

is Rs. 1,019.0€roreand accordingly per unit cost works out to Rs.3.76 per unit.

The Commission observed that the Power purchase quantum, Fixed charges and
Energy charges for TRG as submitted by RInfrB do not match withhose
submitted by TP&S in its Petitionfor Truing up forFY 200-10 in Case No. 105

of 2011. The discrepancy observed is presented in the table below.

Table 10: Mismatch in power purchase between RinfraD and TPC-G petitions for
FY 2009-10

Particulars Rinfra -D Petition | TPC-G Petition Case

Case No. 126 of 201]  No. 105 of 2011
Power purchase quantum (in MU) 2711.70 2742
Fixed charges (in Rs. Crore) 127.18 151
Energy charges (in Rs. Crore) 885.08 907

The Commission asked RInfiato explain this discrepancy. In its reply, Rinfda

stated that it has considered actual energy received and as billed b3 TPEY

2009-10 after netting of the quantum of 29.81 MU which was sold by-GP@h

behalf of RInfe-D. RInfraD further stated that the realization of Rs.21.76 Crore

on account of such sale has been adjusted in the power purchase expenses shown
against TPGEG source. Further, RInfrfA stated that the difference in fixed charges

is on account of adjusent of rebate of Rs. 23.97 Crore provided in the fixed cost

by TPGG for power purchase.

As regards actual purchase from FBQduringFY 20-10, the Commission has
considered actual energy received from T®@s billed by TP&5 in accordance

withthe Commm s si onds Order dated February 15,
TPCGG in the matter of Truing up fdFY 20M-10. However, considering above
mentioned reasons, the Commission has approkesactual cost of power
purchase from TP as submitted by RIrdD, which is presented in the table

below:
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Table 11: Power purchase from TPGG for FY 2009-10

Approved in APR Order Actual Approved after final
dated July 29, 2011 truing up
Source Quantum | Total Cost | Quantum | Total Cost | Quantum | Total Cost
(MU) (Rs Crore) (MU) (Rs Crore) (MU) (Rs Crore)
TPGG 2,711.70 1,019.09] 2,711.70 1,019.09| 2,711.70 1,019.09

Renewable Sources (longerm and short-term):

3.4.13

3.4.14

3.4.15

RinfraD submitted that actual procurement from RE sources d&g@00mm-10
from wind based sourceso(gterm and shorterm) stands at 146.45 MU as
against the RPS target of 611.28 MU. RIArasubmitted that theeasons for
shortfall in RE procurement wepmimarily due to supphside constraints leading

to unavailabilityof renewableenergy for procurement.

The Commissionyide its Orderin the matter of longerm development of
renewable energy sources and associated regulatory (RPS) framework in Case No.
6 of 2006 dated August 16, 2006, while stipulating the enforcepfetite RPS
framework vide Para 3.1¢f the said Order stated

AEnNnf orcement : The Eligible Persons wi |
obligations as stipulated under Clause 2.6.8 of this Order subject to conditions
stipulated under cl. 2.10.7 and cl. 2.10Shortfall in RE procurement by Eligible

Persons shall be treated as noompliance with the Commissi@ndirectives, and

shall attract action as per appropriate provisions of EA 2003. The Commission
directs MEDA to report such incidences of failure tonpty by Eligible Persons,

to the Commission. During first year of RPS operating framework, i.e.-@D06

there shall not be any charge towards enforcement. However, the Eligible Persons
shall be liable to pay at the rate of Rs. 5.00 per unit of shoitialO07#08, Rs.

6.00 per unit of shortfall in 20089, and Rs. 7.00 per unit of shortfall for 2600.

Such charges towards shortfall in renewable energy procurement levied on

di stribution |

censees wLiéxpensasounderdheir al | o

Annual Revenue Requirement. o

However, in the context of enforcement on account offutiitment of the RPS
target, Petition for waiver of the RPS targedsfiled by RInfraD in Cases No.
122 of 2008. The Commissionide its Orderdated August 7, 2009, in the above
mentioned case stipulated as under:
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3.4.16

n39. Furt her , -togeamshortthle in iRB gapaygitg addition, the
Commission is of the view that it would not be practical to expect that such
shortfall can be made good on cumulative basis by the eRd @0®-10. Hence,

the Commission belieg that in pursuance of Cl. 2.6.12 of RPS Order (Case 6 of
2006), it would be most appropriate to modify the RPS percentage requirement for
FY 200708, FY 200809 and FY 20®-10 to be lower of (a) RPS target as
specified under Cl. 2.6.7 or (b) actual ackeenent of RPS target in respect of each
OEl i gible Personb6. o

In view of the above, the Commission approves the power purchase of 146.45 MU
from renewable sources at purchase cost of Rs. 54.80 CrofeYf@0@®-10.
Moreover, the Commission is not levying gmgnalty on account of said shortfall

in view of the above reasonslowever, the Commission directs Rinftato
expedite its activities to procure power from possible renewable sources to meet
the targets as specified/ determined by the Commission. Rdnétaould submit a
report to the Commission within one month of the date of this Order informing the
action plan; status for meeting in the immediate future the targets specified/
determined by the Commission.

Power purchase from othersources

3.4.17

3.4.18

RinfraD subnitted that to meet additional demand of its customers, particularly,
during peak hours, it has resorted to shenn power procurement through
mutually agreed contracts with various traders, Captive Power Plants (CPPs) and
other Licenses. Such procureménhas been made via the Mumbai Power
Management Group (MPMG) as well as by RIrffraalone. RinfraD has also
procured power on Day Ahead (DA) basis from the energy exchaniges and

PXIL, in order to meet day to day shortages. RHiralso has purchasgabwer

from other sources including infirm, firm/DA and power banking. Rhdra
submitted that such procurement has ensured reliable and uninterrupted power

supply to the consumers.

RinfraD submitted that the average rate of procurement of power fromeraila
sources has been Rs. 6.90 per unit, with the quantum being 2051.97 MY for
2000-10.
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3.4.19 The Commission observed that the total cost of bilateral purchase is shown as Rs.
1416.83 Crore in Annexure 5 detailing bilateral power purchase transactions
agairst RInfraD6s submi ssion of Rs. 1416:D36 Cro
clarified that the cost of Rs. 1416.%&ore is the actual power purchase cost
accounted as paid duringY 20M0-10. Whereas, the Annexure 5, refers to the
contractwise cost, where somgayment pertaining to energy transactiong-i
2009-10, may have been made in subsequent year (and so accounted in subsequent
year, when payment is made). Therefore, the Commission has considered the cost
of Rs 1416.36 Crore against purchase fetrarttermsources foFY 200-10.

3.4.20 The Commission in its various Orders relatingto Rkifra s power pur chas
the past few years, has directed RIfiirdo enter into longerm PPAs to meet its
demand and energy requirement and submit its PPAcaigeterm purchase plan
for the Commission's approvallowever, under the Tariff Regulations, 2005, the
Commissionallows power purchase expense which is prudently incusdeite
procuring power from various sources before allowing these costs to be passed on
to theconsumers. In view of this, the Commission has carried out the following
analysis for the bilateral transactions made by Ribfréor power purchase
expenses. The following diagram exhibits the flow of the analysis done for

bilateral power purchases by RiD:
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The Commission obsers¢hat RinfraD has sourced around 21% of its total power
purchase from bilateral purchases which constitutes around 36% of the total cost of
power purchase iRY 200-10. The Commission also noticed that average cost of
powe from firm contracts was higher than the average cost of power purchase
through DA contracts. Considering the materiality of the costs involved, the
Commission found it appropriate to review prudency of such power procurement.
In the process, the Commisni sought further information from RInfia on

bilateral power purchase carried out duriyg2000-10.

The Commission has analysed various bilateral power purchases transactions to
a) check of the landed cost in relation to the cost of power at the saatte

b) and deck the prudency of the cost of power at the source

The Commission observed that bilateral power purchase through somesmort
firm contracts were considerably higherkiY 200-10. Top 15 transactions are

given below.
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Table 12 Costlier power from short-term firm contracts for FY 2009-10

Trader Source Date of Signing | Quantum | Cost (Rs. | Landed R_ate
of Contract (MU) Cr) (Rs./Unit)
A B B/IA
GEL JPL-REL 25-Apr-09 0.71 1.03 14.52
TPTCL NBFAL GRIDCO 19-Mar-09 14.11 14.18 10.05
GEL MPSEBREL 7-Mar-09 1.82 1.82 10.03
GEL MPSEBREL 7-Mar-09 3.18 3.17 9.97
TPTCL NBVL-RINFRA 19-Mar-09 15.75 15.67 9.95
IAML RANASUGAR(NR)TPC 9-Mar-09 3.07 3.02 9.84
PTC CSEB 28-Apr-09 7.05 6.92 9.82
IAML RANASUGAR(NR)TPC 9-Mar-09 2.32 2.27 9.77
GEL AMBUJA CEMENT(PSEB)REL 9-Mar-09 2.88 2.74 9.52
TPTCL WELSPUN GUVNL-RINFRA 7-Mar-09 9.95 9.43 9.47
GEL AMBUJA CEMENT(PSEB)REL 9-Mar-09 3.84 3.63 9.46
TPTCL WELSPUN GUVNL-RINFRA 7-Mar-09 8.17 7.71 9.44
GEL AMBUJA CEMENT(PSEB)REL 9-Mar-09 3.47 3.27 9.43
TPTCL WELSPUN GUVNL-RINFRA 7-Mar-09 9.12 8.58 9.41
LANCO MPSEBRINFRA 22-Aug-08 17.57 15.92 9.06
3424 I n response to the ODoeplad ssi onbés query,
AnAl I the contracts mentioned ar dor mai

3.4.25

3.4.26

bilateral power purchase during summer months and more specifically for Day
and Evening peak power. Also, rates were exorbitantly high duringO9amno

May-0 9 due to elections. 0

RinfraD further submitted justification for reported transactions with details of
power purchase dates. The Commission compared the buying rates for mentioned
transactions with market rates specified in monthly Market Monitoring Report
issued by the CER@&nd found that the said power purchase rates were comparable

to market rates.

Landed costs of shortterm Firm/DA Contracts: The Commissionconducted a
sample check ofirm/DA transactionsIt was observed that thdanded cosper

unit was more than 110%f the average per unit cost of bilateral power purchase.
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The Commission asked RInffato explain the reasons for such higher landed cost

and asked it to submit the breakup of other chargests trading marginsetc.

paid on such power purchases. Vitteemail dated February 15, 2012; Rinba
submitted the breakup of energy chargesen access chargeasading margin

rebatesetc. paid on such power purchases.

Table 13 Short-term firm /DA purchases withhigh landed cost perunit for FY 2009-

10
Energy
charges
Date of Power " Energy 5
Trader Source Signing purchas Ercllteyrgy OA EE::SZ -Ir-'rrgrjgl]?r? Rebate Lacr;(;(tad charges a;gw/eor()f
Contract e rate per unit purchase
rate
A B C D=C/B D/IA
Rs./Unit MU Charges- Rs. Crore Rs./Unit %
AMBUJA
GEL CEMENT(PSEB) 9-Mar-09 8 2.88| 0.10 2.69 0.05 2.74 9.36 117%
REL
AMBUJA
GEL CEMENT(PSEB) 9-Mar-09 8 3.84| 0.12 3.58 0.07 3.63 9.34 117%
REL
AMBUJA
GEL CEMENT(PSEB) 9-Mar-09 8 347 | 0.11 3.23 0.06 3.27 9.29 116%
REL
GEL AP NER-REL 26-Feb09 7 1.72| 0.06 1.38 0.00 0.03 141 8.00 114%
19-Mar-
TPTCL | NBFAL GRIDCO 09 8.54 14.11 | 0.62 13.77 0.06 0.28 14.18 9.76 114%
GMRE 30-Sep09
TL GEL-TPC , 03-Oct- 7.04 11.20| 0.33 9.01 0.05 0.18 9.21 8.04 114%
09
GEL AP NERREL 26-Feb09 7 1.59 | 0.06 1.27 0.00 0.03 1.30 7.98 114%
GEL AP NERREL 26-Feb09 7 9.81| 0.35 7.81 0.00 0.16 8.00 7.96 114%
GEL AP-NER-RINFRA | 26-Feb09 7 0.23| 0.01 0.18 0.00 0.00 0.20 7.96 114%
19-Mar-
TPTCL | NBVL-RINFRA 09 8.54 15.75| 0.60 15.30 0.07 0.31 15.67 9.71 114%
LANC MEGHALAYA - 24-Aug-
o TPC 09 10.39 0.06 | 0.00 0.07 0.07 11.81 114%
GEL AP NERREL 26-Feb09 7 2.20| 0.08 1.75 0.00 0.03 1.79 7.95 114%
7.095/
GMRE GEL-TPC 28-Aug, 6.14/ 2891 | 0.81 23.17 0.13 0.46 23.64 8.01 113%
TL 28-Sep
6.54
GEL AP NERREL 26-Feb09 7 255| 0.11 2.01 0.00 0.04 2.08 7.88 113%
NVVN TRIPURA- 25-Aug- 6.99/
9 7.19/ 463 | 0.17 3.79 0.00 0.08 3.88 8.17 112%
L RINFRA 09
7.27
GEL AP-NER-RINFRA | 26-Feb09 7 0.12| 0.01 0.10 0.00 0.00 0.11 7.86 112%
LANC .
o APPCC 5-May-09 8.34 0.45| 0.01 0.42 0.00 0.01 0.42 9.30 112%
GEL AP NERRINFRA | 26-Feb09 7 3.05| 0.13 2.38 0.00 0.05 2.45 7.78 111%
NVWN | TRIPURA 25 Aug- 6.99/
9 7.19/ 4.84| 0.17 3.91 0.00 0.08 4.00 8.08 111%
L RINFRA 09
7.27
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Energy
charges
Date of Power . Energy
Trader Source Signing purchas Eg(:,;gy OA EE;:SZ T}:Z?é?g Rebate Li’;i?d chargc-;s a?)gv:/grm
Contract e rate per unit purchase
rate
A B C D=C/B D/A
Rs./Unit MU Charges- Rs. Crore Rs./Unit %
WELSPUN
TPTCL GUVNL-RINERA 7-Mar-09 8.54 995 | 0.16 9.41 0.04 0.19 9.43 9.46 111%
LANC BALCO CSEB 24-Aug-
o TPC 09 7.54 0.16 | 0.00 0.14 0.14 8.34 111%
I(')ANC VGL CSEBTPC 24’6%19' 7.54 0.17 | 0.00 0.14 0.14 8.34 111%
WELSPUN
TPTCL GUVNL-RINEFRA 7-Mar-09 8.54 8.17 | 0.11 7.71 0.04 0.15 7.71 9.44 111%
E,ST‘(V JSWELRINFRA | 25Sep09 7'7030’ 528| 015| 4.26 002| 009 434 8.06 110%
TPTCL EIA,\ILFSR(;UVNL' 18-Jun09 704| 026| 001 020 000| 0.00 0.20 7.78 110%
TPTCL | MIEL CSEBREL | 23-Jun09 8.94 0.40| 0.01 0.39 0.00 0.01 0.40 9.85 110%
TPTCL | GPILCSEBREL | 18Jun09 9.24 0.05| 0.00 0.05 0.05 10.18 110%
BPIL CSEB
TPTCL | mINERA 18-Jun09 9.24 0.05| 0.00 0.05 0.05 10.18 110%
WELSPUN
TPTCL GUVNL-RINERA 7-Mar-09 8.54 9.12| 0.14 8.57 0.04 0.17 8.58 9.40 110%
3.4.27 The Commission notes RInfia 6 submission for above mentioned transactions.
At the same time, the Commission observes that RDftaas not mentiosd
power purchase rate for following firm transaction:
Table 14: Short-term firm/DA purchases without mention of power purchase rate for
FY 2009-10
Power Landed
Trader Source Jgrft(rea?:]; Period of supply | purchase Enttergy Le(l:r:)i?d rate per
rate aty. unit
A B B/A
Rs./Unit MU Rs. Crore Rs./Unit
LANCO | MPSEBRINFRA Firm | 1StApr09to30th) . 1757 15.92 9.06
September 09
LANCO | MPSEB Firm | 1StApr09to30th) . 16.82 14.95 8.89
September 09
LANCO | MPSEBREL Firm | 1StApr09to30th) . 17.60 1553 8.83
September 09
LANCO | MPSEBREL Firm | 1StApr09to30th) . 17.29 14.82 8.57
September 09
BSES_RAJ . 1st Mar to 31st
RETL RINFRA Firm | 5010 NA 10.74 9.03 8.41
LANCO | MPSEBRINFRA Firm | 1StApr09to30th) . 19.90 16.56 8.32
September 09
i . 1st April 2009 to
GEL NGLD-RINFRA Firm | S Feb 2010 R 8.96 7.29 8.14
. 1st June to 30th
GEL MPSEBRINFRA Firm Sept 2009 NA 6.86 5.30 7.73
GEL MPSEBRINFRA Firm | LSt June to 30th NA 7.71 5.93 7.69
Sept 2009
GEL MPSEBRINFRA Firm | LSt June to 30th NA 7.18 5.50 7.66
Sept 2009
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Power Landed
Type of . Energy Landed
Trader Source contract Period of supply | purchase aty. cost rate per
rate unit
A B B/A
Rs./Unit MU Rs. Crore | Rs./Unit
Total landed cost 110.85
3.4.28 In the absence of needfalata on power purchase rate for above mentioned

3.4.29

3.4.30

3.4.31

transactions, the Commission is not in a position to assess appropriateness of its

landed costs. Therefore, the Commission is restricting af3he landed cost for

such transactian For the purpose ofrfal true up, the Commission approves®/3

of the claimed landed cost which amounts to Rs. 73.91Crore compared tc Rinfra
Rs.

D6 s

Orders subject to prudence check.

c |

ai m

of

1 DGub/its th€ mecessary infdnmatioa |,

and justification, the balance cost of Rs. 36.94 Croag be considered in future

Power purchase rates of DayAhead power purchase: The Commission

observed that dates of contract for some -Bhgad bilateral contracts were of

earlier period tharrY 200-10. For e.g. one Daghead contract was signed on
July 30, 2008 with Reliance Energy Trading Limited (RETL) for IEX and PXI
sources. In this regard, RInf clarified,

ATradi
trading through Professional &mber as a client. RInfrB is a Client of RETL for
trading on IEX/ PXIL on Day Ahead Market/ Term Ahead Market. RiDffzas
signed a contract with RETL dated 30th July 2008 and it is perpetual member

ng on

mar ket

EX

and

P Xl

L

can

from Exchanges. 0

be

done

client relationship. Under this perpetual contract,w®r is purchased from Day
Ahead

The Commission further noticed that some of the DA power purchase transactions
that occurred ifFY 2010-11 have been shown Ky 200-10. In response, Rinfra

D submitted that there were typographiegiors wherein year of transaction were

wrongly typed as 2010 instead of 2009.

The Commission found that RInffa has not submitted actual date of power

supply in its submission of bilateral transactionsHgr200-10. The Commission

respective quantities and thewer purchaseosts forFY 200-10.

asked RInfraD to sibmit the actual dates for power supply along with the
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3.4.32 Vide its email dated February 15, 2012; RIArasubmitted actual dates of supply
for various DA transactions along with respectiveanfities at WR ISTS.
However, RInfraD did not submit theate ofpower purchase and the respective
guantum of power available at Maharashtra state bounfieryach ofsaid
transactions
Table 15: DA purchases without mention of power purchase rate foFY 2009-10

_— Power Landed
Trader Source EUS EIF STEIE) € purchase SHSlgy | e rate per
Contract Qty. cost ;
rate unit
A B B/IA
Rs./Unit MU Rs. Crore | Rs./Unit
PXIL PXIL 15-Juk09 MCP of IEX 1.62 1.89 11.64
RETL IEX 30-Jul08 MCP of IEX 3.01 3.47 11.51
RETL IEX 30-Jut08 MCP of IEX | 15.86 18.14 11.44
KPDPL IEX 28-Oct-08 MCP of IEX | 14.54 16.01 11.01
KPDPL IEX 28-Oct-08 MCP of IEX 0.35 0.35 10.03
18-Jun/22Jun/22 7.54/7.75/9.0
GMRETL | GEL-TPC Jun/253un09 5/8.14/6.54 3.28 3.16 9.64
TPTCL ggf”' MPSEB- | 18 3un/243un09 8.04/8.54 0.30 0.29 9.55
TPTCL TATA HALDIA | 1-May-09 7.04/ ‘:1'04/ 90 o4s 0.46 9.44
RETL IEX 30-Jut08 MCP of IEX 2.85 2.38 8.37
JSWEL
JSWPTL | o NERA 25-Sep09 7.04/7.30 5.28 4.34 8.22
7.095/
GMRETL | GEL-TPC 28-Aug, 28Sep 6.14/6.54 28.91 23.64 8.18
JSWEL 7.04/7.30,
JSWPTL | o ERA 30-Sep09, 0+Oct-09 6.24 3.70 2.97 8.05
RETL PXI 15-Juk09 MCP of IEX 2.04 1.64 8.02
R 10-Aug, 24Aug, 27 6.04 /7.04
GMRETL | GEL-TPC AUG-09 6.14 2.10 1.56 7.43
TPTCL ggfm MPSEB- | 1 apr-09 6.54/6.79 0.16 0.12 7.36
TATA 6.04/3.04
TPTCL HALDIS(WB)- | 1-Apr-09 7.24/3.54 14.69 10.65 7.25
REL 7.84
6.14/6.64 /
GMRETL | GEL-RINFRA | 12AUGLIFAUG24 | 38,754/ 160 1.16 7.25
Aug-09 6.04
TPTCL WBSEB 29-May-09 6.79/6.04 0.45 0.32 7.23
KPDPL IEX(DAM) 28-Oct-08 MCP of IEX 2.66 1.78 6.68
RETL IEX 30-Jul08 MCP of IEX | 27.28 18.21 6.67
RETL PXI 15-Juk09 MCP of IEX 0.08 0.05 6.61
KPDPL IEX 28-Oct-08 MCP of IEX 4.33 2.86 6.60
JSW PTL | JSWEL-REL 04-Jun09 /23Jun09 | 4.54/9.0 9.10 5.94 6.53
RETL IEX 30-Jul08 MCP of IEX | 14.38 9.09 6.32
KPDPL IEX 28-Oct-08 MCP of IEX 6.05 3.79 6.26
KPDPL IEX 28-Oct-08 MCP of IEX | 32.31 19.98 6.18
MERC, Mumbai Page61 of 220




Case No. 26 of 2011

MERC Order forTruing Upof FY 200910 and APR of FY 20101

I Power Landed
Trader Source RENE G STTIE @ purchase STy LEEER rate per
Contract Qty. cost ;
rate unit
A B B/A
Rs./Unit MU Rs. Crore | Rs./Unit
RETL IEX 30-Jul08 MCP of IEX | 58.04 34.82 6.00
RETL IEX 30-Juk0s8 MCP of IEX 9.44 5.60 5.93
RETL IEX 30-Juk08 MCP of IEX | 13.51 8.00 5.93
JINDAL SR- .
JSWPTL | o \rRa 30jun-09 / 14Juk09 | 5.76/4.36 5.63 3.33 5.92
GBRL KPCL- 3.04/6.04/
LANCO TPC 28-Sep, 29Sep09 6.94 0.33 0.19 5.88
RETL IEX 30-Juk08 MCP of IEX 4.02 2.18 5.43
RETL IEX 30-Juk08 MCP of IEX | 17.02 9.14 5.37
RETL IEX 30-Juk08 MCP of IEX | 10.47 5.34 5.10
KPDPL IEX 28-Oct-08 MCP of IEX 6.82 3.46 5.08
KPDPL IEX 28-Oct-08 MCP of IEX | 12.59 6.24 4.95
RETL PXI 15-Jul09 MCP of IEX 0.06 0.03 4.66
LANCO II\?AIIEIT_L CSEB 26-Jun09 4.04/3.74 0.85 0.37 4.41
KPDPL IEX(DAM) 28-Oct-08 MCP of IEX | 12.12 5.34 4.41
RETL IEX 30-Jul08 MCP of IEX | 13.15 5.76 4.38
MIEL CSEB- 01-Jul,02Jul,12Jut | 2.14/5.13/
LANCO RINFRA 09 3.54 1.29 0.55 4.29
RETL IEX 30-Jul08 MCP of IEX 4.20 1.77 4.22
RETL PXI 15-Jul09 MCP of IEX 1.64 0.68 4.18
BALCO CSEB 2.14/3.34/
LANCO RINERA 01-Jul,02Juk09 513 2.89 1.20 4.14
RETL IEX 30-Jul08 MCP of IEX | 48.45 19.68 4.06
RETL IEX 30-Jul08 MCP of IEX 5.66 2.26 3.98
KPDPL IEX(DAM) 28-Oct-08 MCP of IEX 5.64 2.24 3.97
RETL IEX 30-Jul08 MCP of IEX 0.58 0.23 3.88
RETL IEX 30-Jul08 MCP of IEX | 52.07 20.13 3.87
Lanco | SBRERPCL g octog 3.04/6.04 | 045 0.17 3.81
BALCO CSEB 4.14/5.04/2.5
LANCO RINERA 12-Jun09/13Jun09 4 0.98 0.37 3.80
KPDPL IEX(DAM) 28-0Oct-08 MCP of IEX 5.26 2.00 3.79
TISCO-
TPTCL RINFRA 20-Oct-09 2.04/3.54 0.67 0.25 3.71
tanco | M CSEB- | 11.3ur09 2.00/1.00 0.09 0.02 2.35
3.4.33 In the absence of needful datag Commission is not in a position to assess

prudency of DayAhead power purchase costs. Therefore, for the transactions
without mention of actual power purchase réte Commission has restricted '1/3

of cost claimed by RInfr® for the purpose of final'rue up ofFY 20M0-10. As a
result, the Commission has approved costs of Rs02@#ore against Rs. 295}

Crore as claimed by RInfifB. Once, RInfraD submits the necessary data and
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3.4.34

3.4.35

3.4.36

3.4.37

justification, the balance cost of Rs. S8.Crore may be considerad future

Orders subject to prudence check.

For the DA transactions with mention of powmirchase rates, the Commission
referred to the monthly reports on shtatm transactions of electricity issued by
the CERC. Such reports provide the date wise matkaring volume and market
clearing price (MCP) in terms of minimum, maximum and weighted average rates
at both exchanges i.e. IEX and PXIL. The Commission compared the DA power
purchase rates with the market rates. The Commission observesothaDA

power purchases were donebatying ratehigherthan maximum MCP of IEX and
PXIL for that day It indicated that the Daphead power was purchased at the
rates higher than the Maximum market price of respective date. In this regard, the

Commission asked Rira-D to submit the clarification for such transactions.

In reply, RInfraD submitted that the dates given in all ddyead transactions are
the date of signing of contract and not the dates of power flow. The particular
transactions referred are sum totdl all dayahead transactions made in the
particular months of 2009 and their collective weighted average power purchase

cost is mentioned in submission of bilateral power purchase transactions.

The Commission was not satisfied with RInbad s r e sd@askedst & submit
further details clearly mentioning the actual dates for power supply along with the

respective quantities and the costs for each DA transactiétyf@o0®-10.

Vide its email dated February 15, 2012; RIADasubmitted actual dates of supply
for various DA transactions. However, the Commission observed that some DA
purchases were at the rate higher thmaximum Market Clearing Price (MCP) of
respective date.

Table 16: Short-term DA purchases with power purchase rates > maximum MCP for
FY 2009-10

Trader

Max Wad
Date of | POVe" | Energy | Landed | -31989 | yicp avg. AE"JSZS" AE\pnrg«\e/Sd

Source purchas rate per
S e rate aty- cost unit fo;)I(IIEZ( / mraartléet rate cost

A B B/A C A*C

Rs./Unit MU C?c?r.e Rs./Unit | Rs./Unit | Rs./Unit | Rs./Unit Rs. Crore

NVVNL

WBSEB-
RINFRA

10-Jun
09

57

0.70

0.43

6.13

5.30

3.86

4.29

0.30
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Trader

Source

Date of
supply

Power
purchas
e rate

Energy
qty.

Landed
cost

Landed
rate per
unit

Max
MCP
for IEX/
PXIL

Wad
avg.
market
rate

Approved
landed
rate

Approved
landed
cost

A

B

B/A

C

A*C

Rs./Unit

MU

Rs.
Crore

Rs./Unit

Rs./Unit

Rs./Unit

Rs./Unit

Rs. Crore

NVVNL

CSEB
REL

5-Jun09

5.04

0.21

0.11

5.35

5.00

3.19

3.50

0.07

PTC

CSEB
RINFRA

19-Jun
09

9.45

0.15

0.15

10.00

9.35

7.43

7.98

0.12

3.4.38

3.4.39

3.4.40

DA power purchases at the purchase rate higher than Maximum Market Clearing

Priceevidently show that the power is procured at higher eesh thought was

availableat cheaper rates in the market. The Commission is of the view that such

power purchase expense is not a prudent expense. Maréasearot possible that

all such power purchasgould have happened when both the exchangeéand

PXIL were at maximum ket rate for the day. Therefore, for the above

mentioned DA transactions, the Commission has considered the weighted average

market rate of power purchase as a prudent price for allowance of power purchase

cost. The Commission has added other changesunit on such power purchase

rate as submitted by RInfia. Therefore, the Commission has approved costs of

Rs. 0.49Crore against Rs. 0.8%rore as claimed by RInfid for such transactions

for the purpose of final true up &Y 200-10. As a result, th€ommission has

disallowed the cost of Rs. 0.Zrore on account of imprudent power purchase for

DA transactions.

Costs related to banking of power:In FY 200-10, RinfraD has received 1.69

MU power as a power banking return from banking arrangementfarogthich

was Rs.0.13 Crore. As pePetition of RInfraD, no power was sent in banking

arrangement foFY 200-10. However, in one of the responses, Rhidrdas

submitted that 117 MU were bankedAN 200-10.

RinfraD submitted that it has very peculidemand pattern. It informed that the

demand becomes very low during winter months and it achieves maximum during

the summer and in October and November months of the year. As informed by

RinfraD, its annual peak demand is around three times the anffiyedadx, which

makes the power purchase optimization very difficult for it. RHEfrgaubmitted

that when it requires the power, the rates of power in bilateral and power

exchanges are highest and when it is surplus, the rates are very low. Therefore, it
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has resorted to bank the power with the utilities/ states which have higher
requirement during winter season due to agricultural load and can provide the

power back during period when Rlrdarequires it.

3.4.41 The Commission observed that when around 21% of potaer procurement was
done through bilateral purchase, as claimed by RIdfra i t had to O6b
surplus power. To understand the circumstances leading to power banking; Rinfra
D was asked to submit the daily power procurement details for each smace
energy banked for each day when power banking was under progress-Rinfra

was also asked to submit its minimum off take commitment for various sources.

3.4.42 RiInfraD submitted the daily transactions of power purchase through itstéomgy
sources, RE soues, bilateral sources including status of banking. However, for
further analysis, the Commission asked Rkirao submit the status of bilateral
power purchase from various sources along with the aggregate demand for
respective time blocks when power bangtwithdrawal from bank was under

progress.
3.4.43 Inresponse, RInfri® submitted that

AThis requires compilation of energy bal
withdrawl from bank was taking place.
appreciate that forthe years in question, FBSM was not implemented and thus
energy balancing and accounting was done only on monthly basis and not 15 min

time block wise. However, RInfa on its own has been maintaining some data on

a 15 min time block basis, which is Rmfd drawl, DTPS generation, RInfia

bilateral purchase, banking return, RInffa bilateral sale and banking. However,

for complete energy balance, some more data is essential, which ISGTPC
generation allocation, change v e r consumer s 0-T merfacey mpt i o
MPMG purchase/sales transactions and Renewable energy purchases, which is not

available on a 18nin basis with RInfrdD . 0

3.4.44 In this regard, the Commission asked RIdirao submit the details of banking
done (like source of power, banking partnquantity banked energy, banking
return ratio, associated energy losses, purchase costs of power, trading margins

involved, other costs/ charges applicaldéc) for FY 200-10. Vide its email
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dated February 15, 2012, RIndita submitted further informatn on its power

banking trasactions.

3.4.45 The Commission observed that quantum of energy banked and its banking return
were not consistent withRInfR6s ear | i er submissions. Tt
is presented in the table below.

Table 17: Mismatch in energy banked and banking return forFY 2009-10 (in MUs)
: Banking return at
PEIUIBIEE Maharashtra periphery
As per petition (worksheetAnnex5) 1.69
Email dated February 15, 2012 (workshea&hnexB1) 287.23
Email dated February 5, 2012 (wor kshge 255 93
query FY10 & 11 dat ab) '
3.4.46 However, RInfraD has not explained such inconsistency in its reply. Details about

the energy banked and returned dutiing200-10, as submitted by RInfia are

shown as below:

Table 18 Energy banked during FY 2009-10 whichhasreturned in FY 2009-10

Forward Energy at Open Energy
LOI number Trader bankin delivery Energy (Rs| Access charge
eriodg point in Cr.) charges (Rs. per
P MUs (Rs Cr.) unit)
A B B/A
11R(FY10}LANCO(Banking-
MP)-June090ct2009 LANCO Jun09 32.50 16.04 0.45 493
32-RETL(BANKING-MP)-
SEP08MARO09-APR to Sep09 | RETL Apr-09 10.92 9.22 0.07 8.45
Rev02
53R-RETL(BankingDelhi)- May-June
June09March1GRev04 RETL July09 12.19 8.65 0.08 7.09
20R(FY-10)}RETL(BANKING- Julv to
PSEB}July09Sep09Marl0to | RETL y 4.67 2.89 0.02 6.18
- Sep09
Aprill0
03R(FY10}LANCO(Banking- )
MP)-May09-Apr2010. LANCO | May-09 16.82 4.73 0.14 2.81
53R(FY-10yGEL(BANKING- | - Oct-09 to 20.89
MPTradecojApr-May10. Nov-09 ' 13.90 - 6.65
16R-(FY-10)}RETL(Banking Oct09 to
MP)'-OctOQMarch 10Apri'l0- | RETL Dec09 79.17 5219 1.20 6.59
Sep'16Rev02
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Table 19: Energy returned during FY 2009-10 which was banked duringFY 2008-09
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21-LANCO

(BANKING -MP) gpggs 100%| 90.69| 90.69| 77.28| 0.36| 0.47| 89.18| 78.11| 5.33
SEPOSMAROS-APR | /o : - : : : : :

to Sep09Rev02

32-RETL(BANKING- | Apr-09
MP)-SEPO8MARO9- | to Sep | 100% | 83.54 83.54| 39.13| 0.15| 0.82 79.45 40.11| 2.73
APR to Sep09 Rev02| 09

22R-GEL (BANKING | June

-MPTradco)Feb09 09 to 100% | 31.50 31.50| 22.50 - 0.37 29.73 22.88| 1.17
May09 Sep09
52-LANCO
Apr-09
(BANKING-MP)-
SEPOSMARO9-APR BogSep 100% | 31.40 31.40| 12.13| 0.13| 0.27 29.61 12.52| 0.74
to JUNO9 Rev02
39-TPTCL Apr-09

(BANKING-UTNRY)--
NOV08 TO MARQS-
APR TOOct09 Rev02

Table 20: Energy returned during FY 2009-10 which was banked duringFY 2009-10

to Oct | 100% 1.89 1.89| 0.08| 0.01| 0.04 1.69 0.13| 0.04
09
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11R(FY10} Sep09
LANCO(Banking- to Oct | 100% | 32.50 3250| 16.48| 0.13| 0.14 32.40 16.76| 0.70
MP)-June090ct2009 | 09
32-
RE TL(BANKING- \(])gl%[/;) 100% | 10.92 10.92 9.29| 0.02| 0.12 10.39 9.43| 0.36
MP)-SEPO8MARO09- Sep09 0 : : - . . . . .
APR to Sep09 Rev02| “°P
53RRETL(Banking Mar-
Delhi)-June09 10 97% | 11.83 11.83 8.73| 0.05| 0.25 10.74 9.03| 0.87
March1GRev04
20R(FY-10)
RETL(BANKING- Mar- o
PSEB)July09Sep09 | 10 95% 4.44 4.44 291| 0.02| 0.10 4.04 3.03| 0.20
Marl0 to April10

3.4.47 From the above tables, it is evident that energy charge per unit of banked power
was significantly higher than that dbngterm source ITPS source The
Commission understands thatL&censeehas channelled costly bilateral power
purchases to said power banking arrangemeRurther, RiInfreaD has not
established that said banking contracts

ratiob6 (ratio of the energy returned to
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3.4.48 The Commission observed that RIiFEa has submitted hourly
returndé t rFedA0Pd@ SubsequentlypRInfiA was asked to submit
hourly data for energy banked kY 200-10.

3.4.49 Vide its email dated February 20, 20120, RIsirgubmitted

AEner gy b air¥X 20®-10dwas directly from source (intstate), for
which hourly details cannot be provided as schedules for the same would have
been agreed between the seller and the buyer with whom power is banked. RInfra
D is not provided wit those schedules. Only total energy banked during a month is
available from monthly Regional Energy Accounting (REA) data, and the same is

already provided in Annexure Bl sent wit

3450 During wvarious me et i n g officdh) ecpresentatites of h e  Co
RinfraD stated that banking of power was done by RHfrrom its surplus
power and such banking was not done by the generating source. In light of such
understanding, the Commission does not find any merit in above quopethses
of RInfra-D. It appears that RInfr® did not have any control over the timing and
guantum while banking energhs per the Commissionbs v
party to the said power banking arrangements, RIDfshall have details about
schedules oénergy ban&d. Moreover, it is expected from the Licensee to assess
the genuineness of surplus power situation and accordingly undertake energy

banking.

3.4.51 Further, the Commission noticed that RIADadid not submit the status of
bilateral power purchasgom various sources for respective time blocks when
power banking was under progress. Moreover, RIBfidid not submit the details
of minimum off take committed for other sources of power while banking was

under progress.

3.4.52 The Commission is of the viewahpower banking arrangements must not be seen
as a mechanism to replace letegm power procurement arrangements with short
term bilateral purchases. A Licensaeeds tcestablish tk genuineness of surplus
power situation and then decide upon the termpawer banking. A Licensee

needstmegoti ate for competitive O&éreturn rze
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3.4.53

3.4.54

3.4.55

3.4.56

resorting to the power banking. A Licenseeeds taminimise avoidable costlier

purchases while a surplus power is getting routed for poweirgank

RinfaD has c¢l assified d6édbanking returnd of
to its Petition. The Commission could not locate the other banking return
transactions in the said annexuréerefore, for the purpose of final true up Fof

2000-10, the Commission has considered RIAD& s ¢ | Rs.i 181.9® Crore
(excluding carrying cost) against O0bank

worksheet attached with itenail dated February 15, 2012.

In the absence of needful information and prgpstifications, the Commission is

not in a position to establish prudency of power banking arrangement entered by
Rinfra-D. Therefore, the Commission is restricting "2/8f the landed cost of

power sourcedh s O banki ng r et ufinalGrue upfar FY 20B-e pur p
10, the Commission approves T/®f the claimed landed cost which amounts to

Rs. 63.99 Croreompared to RInfrd 6 s ¢ IRa&.i19%h.98CfroreOnce, Rinfra

D submits the necessary information and justification, the balance cd?s.of

127.99 Croranay be considered in future Orders subject to prudence check.

In the context of banking of power, the Commission asked RDfthat which
periodos FAC rate was considered while
applicable at the time of gesiting in power bank or applicable at the time of
receiving the banked energy). Rinftahas clarified that it has considered FAC

rate (actual cost at normative parameters) for the month in which power was
banked (forward banking). The same was set amndiecharged to the consumers

along with open access charges when the power returned by the banking partner

(banking return) and supplied to consumers.

RiInfra-D has claimed carrying cost as a part of power purchase expense on account
of power banking trasaction. It has submitted that as power was banked, the cost
of banked energy was paid to the generator/ trader. However, while banking, this
cost was not loaded on to the consumer at the same time, and the same was
accounted when the power was returneslti#ere was a time lag between banking

and return, the cost remains-tectovered till the time of return. Accordingly,

RinfraD submitted that it has accrued carrying cost for the period involved.
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Rinfra-D submitted that carrying cost has been computdtieatate of SBI PLR
for a period starting from the month forward banking was done till the month in
which power was returned. RInffa proposed a true up of the carrying cost at the

end of a year.

3.4.57 When the Commission asked Rinfdato submit clearly the mount of carrying
cost claimed, RInfrd subsequently mentioned that the carrying cost of Rs. 12.13
Crore on the variable cost of power banked had been computed at the rate of SBI

PLR from the month forward banking is done till the month power is returned.

3458 As regards carrying <cost, Hond6bl e ATE
judgements. Relevant portions of thaid Judgemenunder Appeal No. 173 of

2009 is quoted as below:

na1. The next Jjudgment is dated 30.07. 2
reported as 2010 ELR (APTEL) 0891. The relevant observation is as follows:

A45. The carrying <cost is all owed ba
whenever the recovery of cost is deferred, the financing of the gap in cash flow
arranged by the distributionoenpany from lenders and/or promoters and/or
accruals, has to be paid for by way of carrying cost. This principle has been

well recognized in the regulatory practices as laid down by this Tribunal as

wel | as the Hondbl e Supr e méribugad has t . I n
held that nfal ong with the expenses,
|l egiti mate expenseo. Hondbl e Supreme
held Athe reduction in the rate of de

expectation of thdistribution company to get lawful and reasonable recovery

of expenditure. o

A58. (i v): The carrying cost is a | egil

such carrying cost is |legitimate expen

42. The above judgments ofie Tribunal lay down the dictum regarding
entittement of carrying cost for deferred recoveries. However, in the present
appeal the Appellant has raised carrying cost as a general issue without reference
to any finding of the State Commission in the inmgagorder or specific claim of

interest on deferred recovery. Therefore, while holding the principle of carrying
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3.4.59

3.4.60

cost on deferred recovery, we are not in a position to give any specific direction to
the State Commission in this regard except to take decsn the claim of the
Appellant on carrying cost keeping in view the above judgments of the Tribunal.
However, we would like to add that the Appellant is entitled to carrying cost on his
claim of legitimate expenditure if the expenditure is:

(a) acceptedbut recovery is deferred, e.g. interest on regulatory assets;
(b) claim not approved within a reasonable time; and

(c) disallowed by the State Commission but subsequently allowed by the superior
authority.o

In light of the above principles laid down by Holm | e ATE, the Com
observes that oCar r vyi-DanadCaurst of powar banking ai me c
was not the expenditure which was previously accepted but for which recovery is
deferred. Ther ef oruaderpringiple ¢ap mentined alwove.c | a s s i
Moreover, it is clearly evident that said cdsb e dail @nter principle (b) or (c).
Therefore, as per the principDisgotl!| ai d
entitled for the said carrying cost on account of power banking arrangement.
Therdore, the Commission does not see any merit in RIBftas c |l ai m f or
6carrying costé and hence, di sall ows th
true upfor FY 200-10.

In light of above analysis, the summary of bilateral power purchase costfY for
2009-10 is mentioned below.

Table 21: Bilateral power purchase cost forFY 2009-10 (in Rs. Crore)

Approved in APR Approved
Particulars Order dated July Actual after Final
29, 2011 truing up

Bilateral power purchase cost 1,416.36 1,428.50 1,15269

3.4.61

Fuel Adjustment Costs (FAC): In regard to the FAC fofFY 20M-10, the
Commission observed that in Form 2 of retail data formats submitted with the
Petition RiInfraD has included FAC in energy charges for DTPS whereaBYor
2010-11, separate FAC is mentioned. In this matter, RiBfi@dmitted the error on

its part and separately meretoriDIPSardits 6 FAC
revised model. The Commission also noted that Ribfraas not mentioned
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3.4.62

3.4.63

3.4.64

approved FAC applicablfor other sources of power purchase. For this, RDfra
clarified that FAC for other sources of power purchase like-TR®ilateral, RE,

etc, approved FAC has been included in energy charges. Source wise approved
FAC for sources other than DTPS has Ime¢n submitted by RInffB.

Further, the Commission referred to the quarterly FAC notes approved by for
2009-10 and found that FAC approved for Rinfbawas Rs. 40.59 Crore. The
Commission asked RInfil@ to submit the detailed calculation for FAC fBlY
2009-10 and establish that the FAC notes approved by the Commifssionime

to time are complied with. In further response, Rhkifraubmitted the calculations
for FAC pertaining toFY 200-10. The Commission found that FAC mentioned
by RiInfraD wasRs.73.92 Crore foFY 200-10, which did not tally with FAC
approved by the Commission. FAC as mentioned by RIDff@r the months
August, September and December of 2009 was different than FAC approved by the
Commission for those months by total of Rs..333 Crore. Therefore, the
Commission asked RInfia to explain this non compliance and its impact on total

power purchase cost féty 20(-10.

Vide its email dated February 15, 2012, RIdlrasubmitted the FAC
Reconciliation forrY 200-10. The Commissionbserved the change in approved
FAC amount from that submitted by RIrfizain earlier submission. On account of
such revision, approved FAC amount now tallies with the FAC amount approved
by the Commissiofrom time to time basis. However, Rinfiadid notinform that

how such revision in its FAC submission would affect the earlier submitted power
purchase cost in itPetition and data formsRInfraD was asked to clarify the

same.

Vide its email dated February 18, 2012, RifAfrasubmittedthat such changm
representation of FAC amount, as approved by the Commission, has no effect on
its power purchase cost. It further stated that its Petition contains annual power
purchase cost, which includes all cost due to fuel and price escalation and all
revenues, wich include the recovery made by way of FAC from consumers.
RiInfra-D submitted that neither the actual power purchase expenses nor the actual
revenue realized by RInf (including FAC revenue) during the year would
undergo any change. The Commission a®&fraD 6 s r erstipsanatier
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Power sourcing from imbalance pool

3.4.65 RiInfraD submitted thatreal time surpluses and deficits across Licensees has
resulted inprocurement 0f712.39 MU from state imbalance pool at a weighted
average system marginal price of Rs. 6.52 perfankY 200-10.

3.4.66 The Commission observéisat RInfraD has sourced around 7% of its total power
purchase fronstate imbalance pool which constitutes ardii% of the total cost
of power purchase iFY 200-10. This evidently indicates impropgrower
procurement planning &InfraD6 s end .

3.4.67 In light of above analysis, foFY 200-10, total power purchase expense of
Rinfra-D, aftertruing upstands approvedt &s. 371002 Crore, as given in the
table below
Table 22 Power purchase cost fofFY 2009-10 (in Rs. Crore)

APR Order dated July Actual Approved after final
Source 29, 2011 truing up
Quantum | Total Cost | Quantum | Total Cost | Quantum Total Cost
(MU) (Rs Crore) |  (MU) (Rs Crore) (MU) (Rs Crore)

DTPS 4,085.30 988.94| 4,085.30 1,018.76 4,085.30 1,018.76

TPGG 2,711.70 1,019.09| 2,711.70 1,019.09 2,711.70 1,019.09

Shorttern 2,051.97| 1,416.36| 2,051.97|  1,428.50 2,051.97 1,152.69

bilateral sources

RPO 146.45 54.80 146.45 54.80 146.45 54.80

Imbalance Pool 712.39 464.68 712.39 464.68 712.39 464.68

Total 9,707.80 3,943.87| 9,707.80 3,985.83 9,707.80 3,71002

Past period adjustments/payments attributable to power purchase:

3.4.68

RInfra-D in its Petition submitted that in addition to staaldne costs ofY 20®-

10 power purchase, payment of Rs. 8330reto TPC was made on accounttbé

Co mmi s Oider daed Sepmber 102009, in Case No. 46 of 2009 quoted as

below:

i T h e -camsideration of the amount of Rs. 8.50 crore in the ARR of RInfsa
due to oversight and the fact that Rirfbahad not included the amount in its
revised APR Petition, even though the Order in Case No. 46 of 2008 was issued
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before the revised APR Rein was submitted by RInffa. It is clarified that

RiInfra-D should refund this amount to TR& and include the same in its ARR

Petition forFY 20®-1 O .

0

Rinfra-D submitted that the above said amount has been paid taGT@REINgFY

2000-10 and same hamccordingly been included in the ARR BY 20(®-10, as

shar e

of

Judgment
up for FY 200405 and FY 200®6. Accordingly, the Commission approved
-up @moudtr to beepaid to TPE. h i s

Rs.

of

Honobl e

Further, RInfraD submitted that the Commission, vide Order dated May0Q89
in Case No 111 of 2008, has approved the total amount of Rs 85 Crore faB TPC

ATE

The same has been considered by Ribfria its ARR forFY 200-10 which has

been already allowed by the Commissigide its Orderdated July 29, 2011 in

3.4.69
part of power purchase cost.
3.4.70
onaccountb t he
RinfraD 6 s
Case No. 72 of 2010.
3.4.71

computation of power purchase cost, as the sameein accordance with the

Commission's past Order in this regard.

Reduction in power purchase requirement through DSM

3.4.72

RinfraD submitted that the Commission through its Tariff Ordergr2000-10,

dated June 15, 2009 had not given a specific targetribaRD for reduction of

power purchase requirement through DSM measures. Through its regular DSM
measures, RInfr® has been able to actually reduce demand to the tune of 11.27

MU, which, if valued at weighted average rate of siemn power purchase

(which is Rs. 6.90 per unit), would translate to a reduction of Rs. Cr@8

RinfraeD submitted the details of the actual power purchase reduction achieved

through various DSM measures initiated by Rifixaas shown in theable below

Table 23 DSM statusassubmitted by Rinfra-D for FY 200-10

Title

Description

Life of
Technology

Project
Period

Quantity
(Nos)

Energy
saving
in FY
2000-10
(MUs)

Cost
reduction
(Rs.
Crore)
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APFC Panels
. . Mar 2006
APFC installation at. 10 Years | to April 843 2.22 15
Panels substations with
2009
Low P.F.
Streetlight Streetlight Jan 2008
convergion conversion from 5 Years to Aug 36,476 4.35 2.96
HPMV to HPSV 2008
CEL CFLs were offered Jan 2006
Proaram at discounted price | 3 Years to Mar 6.27 lkh 4.83 3.31
9 to replace bulbs 2007
Total Savings 11.27 7.78

t

hi

3.4.73 RiInfra submitted that apart from the aforementioned programs, Rinfra has
proposed various other DSM programs for potential energy savings by different
consumer classes. Thepeograms have been submitted to the Commission for
approval without which, the programs cannot be implemented. Though the
Commission has approved overall DSM budget during ARR process, mechanism
of individual approval for each program through a separaieegs is envisaged.
Hence, RInfra has implemented only those programs that have received
Commi ssionbs approval

3.4.74 The Commission has taken note of RIAlfdd s s ubmi ssi on i n
for the purpose of final truing up, it has no impact on ARR=6r2000-10.

3.5 Transmission charges

3.5.1 Rinfra-D submitted that it has paid the transmission charges as approved by the
Commission in its Tariff Order dated June 15, 2009 in Case No. 121 of 2008. This
Order required RInfriD to pay Rs. 183.72 Crore towards INSTS charges, which is
considered by Rfra-D for the purpose of truirgp for FY 2000-10.

3.5.2 The actual transmission charges of Rs 183.73 Crore paid by Rirffieave been
considered by the Commission under the truing up exercise.

Table 24: Transmission charges forFY 2009-10 (in Rs. Crore)
Approved in
. APR Order Approved after
PETTEUETS dated July 29, geua Final truing up
2011
Transmission charges 183.72 183.73 183.73
3.6 Standby charges
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3.6.1

3.6.2

3.7

3.7.1

3.7.2

3.8

RinfraeD submitted that it has paid the stamyg charges to Maharashtra State
Electricity Distribution Company Ltd. (MSEDCL) as approved by the Commission
in its Tariff Order dated June 15, 2009 in Case No. 121 of 2008. This Order
required RInfraD to payRs. 224.50 Crore towards standby charges, which is
considered by RInfr® for the purpose of truinrgp forFY 2008-10.

The Commission has accepted the submission of RIhfaad approved standby
charges of Rs 224.50 Crore feY 200-10 as approved in th&PR Order dated
July 29, 2010.

Table 25. Standby charges forFY 2009-10 (in Rs. Crore)

Approved in APR Avoproved after
Particulars Order dated July Actual Fﬁ& truing u
29, 2011 gup
Standby charges 224.50 224.50 224.50

SLDC charges

RinfraeD submitted that the Commission had approved SLDC BudgefYor
2009-10 videits Order inCase No. 117 of 2008 dated April 29, 2009. Based on the
approved budget, the Commission has divided Annual SLDC Operating Fees and
Annual SLDC Fees amongst the 4 distribution utilities in the proportion of
coincident peak demand féfY 200-10. Thus, RInfaD share was Rs. 79.02
Lakh for Annual SLDC Operating Charges and Rs. 24.2kh for Annual SLDC

fees, which has been paid by RIaRbaThus, a total of Rs. 1.03rore

The Commission has accepted the submission of Rhfead approved SLDC
charges of Rs1.03 Crore as approved in the APR Order dated July 29, 2010 under
Case No. 7»f 2010.

Table 26: SLDC charges forFY 2009-10 (in Rs. Crore)

Approved in APR Approved after
Particulars Order dated July Actual F% ZI truing u
29, 2011 g up
SLDC charges 1.03 1.03 1.03

Judgment dprerieecaurddn bdelitional energy charge
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3.8.1

3.8.2

3.8.3

3.9

3.9.1

In its Petitionin Case No. 72 of 2010, RInk@ had apprised thEommissiorthat

it has deposited a sum of Rs.@trewi t h t he Hondbl e

t he di t he
had included this amount in the ARRFY 2000-10 in the saidPetition

Supr e me

rections of Honobl e Codrt i n

Relevant part of h e C o mnOrdersdatednJdlys29, 2011, @ase No. 72 of

2010 quoted as below:

iThe Commission is of the view that as a prudent practice, Companies are
required to create provision for Contingency Liabilities in their Audited Accounts
for such expenses. It may be noted that, as per the Hon'ptere Court Order
submitted by RInfrd, the amount of Rs. 25 Crore is deposited with the Court.
This amount shall be paid to TPC or refunded to RHfrdepending on the final
Supreme Court Order. Hence, the Commission has not considered this expense for
FY 200910 and shall consider the same depending on the final Judgment of the
"bl e Court in this matter. o

Hon Supr eme

Accordingly, following the directions issued under the Order in Case No. 72 of
2010, RInfraD has not included this amount in the ARRFY 2009-10 for truing
up purposes. The Commission has taken note of RDhfas SSi

s ubmi on

regard.

Summary of power purchasecosts

The summary of power purcha quantum and costs, including transmission
charges, standby charges &®IldDC charges foFY 2009-10 as approved by the

Commission after final truing up, is given in the following Table:

Table 27: Summary of power purchasequantum and costs forFY 2009-10 (in Rs.
Crore)

Approved in APR

Order dated July 29, Approved after final

Actual :
truing up

Source

2011

Quantum
(MU)

Total
Cost (Rs
Crore)

Quantum
(MU)

Total
Cost (Rs
Crore)

Quantum
(MU)

Total
Cost (Rs
Crore)

DTPS

4,085.30

988.94

4,085.30

1,018.76

4,085.30

1,018.76

TPGG

2,711.70

1,019.09

2,711.70

1,019.09

2,711.70

1,019.09
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derdaed 2, | Acual | AoPoisdaterina
Source
Quantum Vi Quantum oL Quantum Tzl
Ui C(?rsgrc(e?s Ui C(?ritn(a?s i) C(?r?)tn(a?s

Shortterm/bilateral source§ ~ 2,051.97| 1,416.36| 2,051.97| 1,428.50| 2,051.97| 1,152.69

RPO 146.45 54.80 146.45 54.80 146.45 54.80

Imbalance Pool 712.39 464.68 712.39 464.68 712.39 464.68

Standby Charges 224.50 224.50 224.50

pay rgi’g towards TRG 34.00 34.00 34.00

TPGC Surplus Refund 8.50 8.50 8.50

SLDC Charges 1.03 1.03 1.03

Total 9,707.80| 4,211.90| 9,707.80| 4,253.86| 9,707.80| 3,97805

3.10 O&M Expenses

3.10.1 Operation & Maintenance (O) expenditure comprises employee related
expenditure, Administrative & General (A&G) expenditure, andRepair &
Maintenance (R&M) expenditure. RInffa6 s submi ssions on eac!l
O&M expenditure foFY 200-1 0 and t he Commi sgrdngands r u
of the O&M expenditure are detailed below.

3.11 Employee expenses

3.11.1 RInfraD submitted that iffY 20-10, RInfraD6 s act ual empl oyee ¢
been to the tune of Rs. 344.€30ore which are about 15% higher than actual
expenses ofFY 2008-09. As gainst this, the Commission, in Case No. 72 of 2010
has provisionally approved expenses of Rs. 33@€rHFe The Commission had
provisionally disallowed expenses of Rs. 4@®rein the said Order stating that
increases, ovefY 20M-09, to this extent fthnot been justified by RInfrB.

3.11.2 For final truingup of FY 20®-10, RiInfraD submitted justifications on increases

(FY 200-10 overFY 20®B-0 9 ) iGr ad B xa and 60O

which were disallowed by theommissionduring provisional tra-up of FY 2000-

payment so
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10 in Order inCase No. 72f 2010. Accordingly, RInfrdD has requested the
Commission to accept the justification and permit Rs. 4.98 Crore, which was

provisionally disallowed foFY 20M-10 in the aforementioned Order.

3.11.3 RiInfraD submittedt hat -GrnatdiEax payment so6 ,FYe0Be i ncr
09 andFY 20(-10 has been to the tune of Rs. 2@®re which comprises of
increase in exgratia per employee by Rs. 2300 which leads to increase of Rs.
0.78 Crore underprovision (as agast actual payment) of Rs. 0.&orein FY
2008-09 and additional provision of Rs. 1.G4orein FY 20(-10.

3.11.4 Vide its Order in Case No. 72 of 2Qlthe Commission b considered the
submission made by RInfild. Relevant portion of the sai@rderis quotedas

below:

ARInfra-D submitted that Exgratia has been increased by Rs. 23068/ employee
compared to previous year amounting to an increase of Rs. 0.78 Crore. Further,
there was an under provision in FY 2008 of Rs. 0.85 Crore. Hence, the total
increasefor FY 200910 was Rs. 2.69 Crore (including the adjustment for under
provision for FY 2008 9 ) . . . 0

AThe Commi ssion has accept ed-D.tEk@atig ust i fi
Payments has increased by Rs 2.7 Crore, however, RInfnas explained an

increase of only Rs 1.63 Crore, thus, the increase of Rs 1.07 Crore has not been
justified by RInfraDb. . . 0

3.11.5 The Commission observed that submissions made by RInfaa final truingup
of FY 20M0-10 have already been considered at the stage of provisiamag-up
of FY 20(®-10 in the Order in Case No. 72 of 2010. Further, Ribfrhas not
provided further justification of the expenses of Rs. 1.04 Crore on account of Ex
Gratia payments. The Commission findsRIFf@ s j ust i fi cati on of
as addional provision vague and insufficient to explain the said expense.
Therefore, the Commission has not approved the unjustified amount of Rs 1.04

Crore under BExGratia payments.

3.11.6 Further, RInfraD submi tted that the incré&ase in
2008-09 andFY 20M-10 has been Rs. 23.90rore out of which Rs. 3.8&rore

which was not explained by RInfia in the previousPetitionwas disallowed by
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the Commissionduring provisional truaip of FY 200-10. This increase of Rs.
3.88 Croreis on acount of increase in Miscellaneous Allowances, which include
shift duty allowance, deputation allowance, site allowance, etc. and the increase is

due to promotions, change of grade, new recruitments, etc.

3.11.7 The Commission accepts the submission made by &hfind approves increase
of Rs. 3.88Croref o r 00t her &Y P0OVI@ undee theruing opr

exercise.

3.11.8 The Commission sought additional details from Rkirain regard to the
employees transferred from Mumbai licensed area to other than Murcdrasdd
area. In reply dated October 4, 2011, Rkiraesponded that duririgy 200-10,
111 Nos. of employees have been transferred from its licensed distribution
business to other inter corporate divisions other than Mumbai licensed area
operations. Intis regard, RInfrd also confirmed that from the date of transfer of
these employees, the associated costs were not considered in the distribution

licensed business.

3.11.9 The Commission has approved capitalisation of employee expenses as per the
actual capitasation submitted by RInfr® . I n response to the
guery, RinfraD clarified that the works capitalised as mentioned in its submissions

already include the employee expenses capitalised.

3.11.10 The summary of employee expenses approved in the APR,@adeal employee
expenses claimed by Rinfiaand employee expenses approved after truing up for
FY 20®-10 has been shown in the following Table:

Table 28 Employee expenses (Wireand Retail) for FY 2009-10 (in Rs. Crore)

Approved in APR
Particulars Order dated July Actual éﬁglot‘;ﬁi?] affjer
29, 2011 gup
Employee Expenses 339.45 344.43 343.39

3.11.11 The Commission has considered the difference between the allowed employee
expenses and actual employee expenses under the sharing of gains and losses due
to controllable factors, since employee expense is a controllable expense. In

Section3.280f this Order, the Commission has computed the sharing of efficiency
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3.12

3.12.1

3.12.2

3.13

3.13.1

3.13.2

gains and losses fdfY 20-10 in accordance with Regulation 19 of the Tariff
Regulations2005.

Administrative and General Expenses

Rinfra-D submitted that it has introduced many initiatives to enhance consumer
education and awareness as well as measures towards improving administrative
efficiency. RInfraD has incurred total A&G expensesi$. 124.98Crore which

are about 11% higher than the expensdsYoR0B-09. The Commissioryide its
Orderin Case No. 72 of 2010, accepted the rationale for increase in expenditure
proposed by RInfrd and allowed actual A&G expenses while carrying out

provisional trueup of FY 2000-10.

As the Commission is undertaking ttneing upof expenses foFY 20M0-10 based
on Audited Accounts subject to prudence check, the Commission has approved the
actual A&G expenses submitted by Riraor FY 200-10.

Table 29: A&G expenses (Wiresand Retail) for FY 2009-10 (in Rs. Crore)

Approved in APR Aoproved after
Particulars Order dated July Actual Fﬁgl truing u
29, 2011 gup
A&G expenses 124.98 124.98 124.98

Repairs and Maintenance Expenses

RinfraD submitted that R&M expenditure is required to be incurred to maintain
the system in healthy condition by carrying out prescribed preventive maintenance
and attending breakdown. RIMEa has incurred total R&M expenses of Rs.
157.84Crore which ae about 16% higher than the expense$%f20®. The
Commission,vide its Orderin Case No.72 of 2010, accepted the rationale for
increase in expenditure proposed by Rkirand allowed actual R&M expenses

while carrying out provisional truep of FY 2000-10.

As the Commission is undertaking ttneing upof expenses fofFY 200-10 based
on Audited Accounts subject to prudence check, the Commission has approved the
actual R&M expenses submitted by Rinaor FY 2000-10.
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3.14

3.14.1

3.14.2

3.14.3

Table 30: R&M expenses (Wiresand Retail) for FY 2009-10 (in Rs. Crore)

Approved in APR Approved after
Particulars Order dated July Actual Fipn ZI T —
29, 2011 gup
R&M expenses 157.84 157.84 157.84

Summary of O&M Expenses

The petitioner was asked to provide the information about the quantum and the
basis of allocation of corporate expenses, if any for FY A@)%llocated by them

to various segments as they had furnished for the year-ZWIND Substantial
follow up was mae by the Commissioon this issue but RInfra-D did not furnish

any details in tis matter.

The Commission is of the vieW the corporateexpenses are allocated to various
segments of the regulated businesses there hasjtmlib®us rationale and basi

for such allocationln the absence of proper explanations from Rhfrathe
Commission cannot take a view in this matter. For the purpose of Final True up for
FY 200910, the Commission has proceeded assurttiagRInfra-D has applied
prudent basis o#llocation for its corporate expenses in the year FY 29
However, the Commission directs Rirfbato submitall relevantinformation
regardingallocation of corporate expenses to the regulated businésitiag, to do

so may lead the Commission rtollback of respective amounts in the next Order
on Tariff matters for Rinfrd.

The total approved O&M expenses f&Y 200-10 are summarised in the

following Table:

Table 31: O&M expenses (Wiresand Retail) for FY 2009-10 (in Rs.Crore)

Approved in APR
Particulars Order dated July Actual IA:‘:?] F;flot\: ﬁnorll afltjer
29, 2011 gup
Employee Expenses 339.45 344.43 343.39
A&G Expenses 124.98 124.98 124.98
R&M Expenses 157.84 157.84 157.84
Total 622.27 627.25 626.21

MERC, Mumbai Page82 of 220



Case No. 26 of 2011 MERC Order forTruing Upof FY 200910 and APR of FY 20101

3.15

3.15.1

3.15.2

Capital expenditure and capitalisation forFY 2009-10

For FY 200-10, RInfraD submitted a capital expenditure of Rs. 434.32 Crore
with total capitalization of Rs. 426.Z8roreas against Rs. 341.6@7roreapproved

by the Commission in previous APR OrdettethJuly 29, 2011. RInfr® added

that out of the total capital expenditure, works amounting to Rs. 392.34 Crore are
related to DPR schemes submittedite Commissiomnd works amounting to Rs.
33.95 Crorewason account of NoiDPR schemes. A summary adfgex schemes

executed irfFY 20M-10 is as below, as submitted by RInbas given below.

Table32 RInfra-D6 s s u b mcamtaisaton in BYf2009-10 (in Rs. Crore)

Particulars Actuals

Retail

DPR schemes 57.11

Non-DPR schemes -

Total Capitalisation 57.11
Wires

DPR schemes 336.22
Non-DPR schemes 32.96
Total Capitalisation 369.18

Retail + Wires

DPR schemes 393.33
Non-DPR schemes 32.96
Total Capitalisation 426.28

RinfraeD submitted a brief description of DPR andon-DPR schemes
implemented/under implementation. It submitted that for development and
improvement of network, it has created infrastructure at distribution level to meet
load growth, installed/replaced receiving stations atteatsmission level, cread
infrastructure at secondary distribution level, installed capacitors for improvement
of power factor, and provided lighting on streets in Rinfra supply area. Further,
expenditure was incurred for procurement of IT infrastructure and various tools,

tackles, furniture and vehicles, construction and repair of building.
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3.15.3 RInfra-D submitted that in the Order of Case No. 72 of 2010, the Commission has
disallowed capitalization of Rs. 66.TCkorein FY 2038-09 and Rs. 84.6€rorein
FY 20M0-10. On comparing this amounts with its DRige capitalization figures
submitted, RInfredD indicated that capitalization on schemes named Metering
(08-09) and Street Lights have been disallowed/ not considered for Rs. 48.51 Crore
and Rs. 18.20 Crorespectively.

3.15.4 RInfraD submitted that it has not considered these schemes for GFA in the present
Petitons i nce it anticipated the Commissi on:i
Therefore, RInfreD has considered closing GFA BY 2008-09 and thus opening
GFA of FY 20®-10 as approved by the Commissiade its Ordelin Case No. 72
of 2010. However, for the purpose of final truing of FY 200-10, RinfraD has
presented actual capitalization durify 200-10, even though certain schemes
have not been congded towards capitalization by the CommissionF¥r2000-

10, while carrying out provisional truingp, vide its Ordeiin Case No. 72 of 2010.

3.15.5 Further, RiInfraD requested the Commission to accord approval of the said
schemes as the expenditure has alrdmbn incurred and accounted in the books
of accounts. RInfrd submitted that as and when approval is granted by the
Commission, in the immediately succeediRgtition for tariff approval, it will
approach the Commission to claim additional depreciatidarést and RoE on the

said assets retrospectively from the year of capitalization.

3.15.6 The project details, capital expenditure and capitalisation for DPR schemes for the

retail businessas submitted by RInffB, are shown below:

Table 33 DPR schemedor retail businessin FY 2009-10 (in Rs. Crore)

- g g
0 g F = 5
>
- o> Qo S §> - S
S. No Scheme code No. 2 28 £ 2 22 82 £ 8 8
0 B2o =S8 =l T o 23 2%
5% | §g5| E&2 | e8| &L | EB | ©S%
=0 Sdal od 8 i Sa o0& e
A B B-A C C-A
DPRs approved
1 | REL-D/FY05/05 (Metering and 74.25 -| 8873 1448 -|  7493| o068
Instruments)
5 REL-D/FY06/07 (Metering & 90.99 i 93.94 205 . ] NA
Instruments)
3 REL-D/FY07/04 (Metering) 51.13 - 51.25 0.12 - - NA
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DPRs pending approval

4 REL-D/FY08/05 (Metering ) - - 37.17 NA - 36.32 NA

REL-D/FY08/05(0809)
5 | (Metering (0809)) - -| 4679 NA - | 4679 NA

REL-D/FY08/05(0910) )
6 (Metering (0910)) 55.56 55.56 NA 57.11 57.11 NA

Total 55.56 17.55 0.68

3.15.7 The project details, capital expenditure and capitalisation for DPR schemes for the

Wires business, as submitted by RIAfraare shown below:

Table 34: DPR schemedor wire businessin FY 2009-10 (in Rs. Crore)

= g g
g 5 2 g 5
>
g o> Qo So | §5 | 48 S
’\SI. Scheme code No. Z 22| 22 °Z2 s 2 3 3
(0] — T © T 57T = © = 0 =
@) S c O = = 2 c T O = ]
x 3 28| E o8 o= EEG $E
w o T LS 5 < > T S S5 L ©
=0 ouwaAn ouw o uw (ONa) (ONE} w o
A B B-A (63 C-A
DPRs approved
REL-D/FY05/01 (Receiving
1 Station Schemes5 Nos) 112.35 (1.70) 79.79 NA 0.74 76.64 NA
REL-D/FY05/02 (DTPS
2 Absorption Schema3 RS) 75.75 (0.25) 67.46 NA 5.50 60.17 NA
REL-D/FY05/03 (Replacement
of Cables & Switchgears ,
3 Augmentation of 220kV 77.01 1.61 53.17 NA 3.37 47.20 NA
Transmission N/W )
4 REL-D/FY05/04 (SCADA DMS 77.88 2.68 56.16 NA 0.06 45.11 NA
Schemes)
5 | RELD/FY0S/06 (11kVIMains | 479851 330| 22306 4321| 13.26| 20591 26.06
and Distribution Transformers)
REL-D/FY05/07(Corporate
6 Office, Customer Care Centre 135.64 0.34 84.98 NA 1.02 25.45 NA
etc.)
7 | REL-D/FY05/08 (Information 4235 291| 4164 NA 3.09| 4178 NA
Technology Project )
g | REL-D/IFY06/01 (11 kV Mains 63.43| 088 9276| 2933| 589| 8052 17.09
& Distribution Transformer )
REL-D/FY06/02 (Disaster
9 Management System Schemes 36.72 0.11 29.04 NA 0.18 28.68 NA
Phase I)
REL-D/FY06/03 (Disaster
10 Management System Schemes 17.59 0.83 7.72 NA 0.05 6.94 NA
Phase Il)
11 REL-D/FY06/04 (Services ) 22.93 (0.05) 22.88 NA 0.75 22.87 NA
12 REL-D/FY06/05 (LT Mains ) 24.19 0.70 24.89 0.70 8.98 17.86 NA
REL-D/FY06/06 (Receiving
13 Station Schemes?2 Stations ) 43.93 9.14 40.93 NA 3.59 31.43 NA
14 Eﬁi't-gl FY06/08 (Land and 11.66 - 0.21 NA - 0.20 NA
15 | REL-DIFY07/01(11 kv Mains 5795 092| 9363| 3568 1531| 8898| 31.03
& Distribution Transformers )
16 REL-D/FY07/02 (LT Mains ) 15.46 0.78 42.49 27.03 0.54 37.61 22.15
17 | REL-D/FY07/03 (Receiving 14350| 5.18| 10079| NA | 3304| 8L06| NA
Station Schemes )
18 | REL-D/FY07/05 (Services ) 40.15 - 26.67 NA 0.22 26.47 NA
19 REL-D/FY07/06 (Building 7.23 0.18 0.50 NA 0.05 0.09 NA

MERC, Mumbai Page85 of 220



Case No. 26 of 2011 MERC Order forTruing Upof FY 200910 and APR of FY 20101

- g <
g g5 7 g 5
>
- o> Qo Se | 5 o8 S
,\SI' Scheme code No. g 22| 22 ° 2 g8 2 8 3
[¢] — T = < T == = = 8= 0=
O & c g’ S C© S c < g’ = ]
%'&5 3 3< EZ 3 o= EQ 83
o T X 35 35 X > X o S S5 @© X @©
S0 owAa| oW ouw oA OO wo
A B B-A C C-A
Construction & Interior Works)
20 | REL-D/FY07/07 (Lands) 15.17 - 0.12 NA - - NA
REL-D/FYQ7/08 (33 kV feeder
21 reorientation from GI£hembur 47.00 0.18 0.69 NA - 0.51 NA
)
22 55')"'3’ FYO8/01 (Services (07| 19504|  027| 39.29| NA| 1049 3989 NA
REL-D/FY08/01(0809)
23 (Services ( 009)) - 7.07 49.24 NA 11.67 49.70 NA
REL-D/FY08/01(0910) )
24 (Services (04.0)) 33.93 33.93 NA 19.80 19.80 NA
25 REL-D/FY08/02 (LT Mains ) 124.96 2.15 73.64 NA 27.04 72.48 NA
26 REL-D/FY08/02(0809) (LT - 25.55 80.20 NA 28.36 81.21 NA

Mains (0809))

REL-D/FY08/02(0910) (LT ]
27| \ains (0910) 2202 2202 NA 4.25 4.25 NA

REL-D/FY08/03 (11 kV

28 Network Strengthening (6U8))

394.19 9.07 151.90 NA 30.91| 133.15 NA

REL-D/FY08/03(0809) (11 kV
29 | \etwork Strengthening (089)) -| 6023| 14233 NA | 3820| 7450 NA

REL-D/FY08/03(0910) (11 kV ]
30 | Network Strengthening (090)) 55.98|  55.98 NA 9.28 9.28 NA

REL-D/FY08/04 (3322/11 kV

31 Receiving Station Schemes )

327.18 14.46 52.39 NA 17.35 33.99 NA

REL-D/FY08/04(0809) (33
32 22/11 kV Receiving Station - - - NA - - NA
Schemes (089))

REL-D/FY08/04(0910) (33

33 22/11 kV Receiving Station - - - NA - - NA
Schemeg09-10))
REL-D/FY08/06 (Slum

34 Electrification & Loss Reductior| 18.96 3.42 3.42 NA - - NA
Project )

REL-D/FY08/07 (Distribution

35 Management System Schemes|

47.10 26.22 39.23 NA 3.038 12.74 NA

DPRs submitted but not approved

Revised DPR of Receiving
36 Station EY 200809 - 16.40 41.35 NA 12.71 28.16 NA

Revised DPR of Receiving
37 Station EY 200910 - 15.95 15.95 NA 3.36 3.36 NA

Street Light (200708, 200809, ]
38 | 500010) 1457| 56.23 NA | 2415 5255 NA

Total 2,272.17| 335.03| 1,946.68| 135.95| 336.28| 1,540.53 96.33

3.15.8 The information as submitted by RinfEafor FY 200-10 for NonrDPR schemes
for the wires business is as below. There are no-B&fR schemes in the retail

business.
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Table 35 Non-DPR schemes fowire business forFY 2009-10 (in Rs. Crore)

St Cumulative
S No Particulars Expenditu Canital Capitalisation Cumulative
’ re During E Pt During the Year | Capitalisation
xpenditure
the Year

1 Capacitors 3.55 36.35 1.88 31.85
2 LT Switchgear 6.53 25.62 8.03 25.62
3 Instruments 3.45 15.32 3.45 11.79
4 Others 10.46 53.23 8.10 50.87
5 Information Technology 0.16 7.88 0.17 7.89
6 Civil 1.35 1.35 0.97 0.97

Receiving Station
7 Related Schemes 17.04 44.75 10.25 29.36

SystemModernisation
8 ABT Schemes 0.00 0.00 0.00 0.00
9 R&D, Safety and DSM 0.00 0.00 0.00 0.00
10 Slum Electrification 0.00 0.00 0.00 0.00
17 | Qld Street Light 1.19 16.86 0.12 15.99

Schemes

Total 43.73 201.35 32.96 174.33

3.15.9 The Commission noticed that thehmve been incidences of cost oven in
various DPR schemes, wherein total expenditure capitalised by finfrasuch
schemes exceeded the-principle approval granted by the Commission. The
Commission directed RInffB to submit the actual yeavise plasing of capital
expenditure and capitalisation for each of the schemes, the reasons for excess
capitalisation, if any, and the benefits accrued in each of the capital expenditure
schemes. RInfri® submitted information on the same on January 10, 2012 and
January 30, 2012.

3.1510 RInfraD submitted the 1|i st of DPRO6s whereir
approved valuéor FY 200-10 andFY 2010-11 as below:

Table 36: RInfra-D 6 s s u b mDRRss¢henmres vatim cost overrun beyond
approved valuetill FY 2010-11 (in Rs. Crore)

Avproved Actual Excess Year of
N6 Scheme code No. Name of the Scheme p(r_)‘,ost Capitalisati | capitalisati DPR
on on closure
A B B-A
REL-D/FY05/05 | Metering and Instruments 74.25 74.93 0.68 FY06
REL-D/FY05/06 | L1 KV Mains and Distribution 179.85| 212.78|  32.93 FY10
Transformers
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Actual Excess Year of
,\i‘) Scheme code No. Name of the Scheme Apgrc())svted Capitalisati | capitalisati DPR
on on closure
A B B-A
REL-D/FY05/08 | Information Technology project 42.35 49.39 7.04 FY11
REL-D/EY06/01 11 kV Mains & Distribution 63.43 83.04 19.61 Yet to be
Transformer closed
5 | REL-D/FY06/05 | LT Mains 24.19 24.9 0.71| Yettobe
closed
6 REL-D/FY06/07 | Metering & Instruments 90.99 93.94 2.95 FY06
7 | REL-DIFYO7/01 | 1L KV Mains & Distribution 57.95 90.55 32.6 FY11
Transformers
8 REL-D/FY07/02 | LT Mains 15.46 42.55 27.09 FY10
9 REL-D/FY07/04 | Metering 51.13 51.25 0.12 FY07
RELD/FY08/01( . Yet to be
10 08-09) Services ( 099) 35.35 49.26 13.91 closed
RELD/FY08/01( . Yet to be
11 09-10) Services ( 09.0) 36.73 37.81 1.08 closed
12 | REL-D/FY08/02 | LT Mains (0708) 47.49 73.61 26.12 Yeélfsgg
RELD/FY08/02( . Yet to be
13 08.09) LT Mains (0809) 38.19 82.87 44.68 closed
14 | REL-D/FY08/03 | L1 KV Network Strengthening 134.02|  151.42 17.4| Yettobe
(07-08) closed
RELD/FY08/03( | 11 kV Network Strengthening Yet to be
15 08.09) (08.09) 125.03 130.41 5.38 closed
Total 1,016.41| 1,248.71 232.30
3.15.11 RInfraD stated that 11 out of 15 DPRs listed above, include HT/LT cable laying.
Many of these schemes spilled over subsequent years, due to various reasons such
as noravailability of excavation permits froctMCGM/MBMC (due to newly
constructed concrete roads, traffic issues, etc) or private parties. The increased
expenses are primarily due to increased road reinstatement charges and increased
cost of material.
3.15.12 RInfraD submitted that the schemes where HT/LDbledaying is involved, the

expenses have gone up due to increase in RI charges, as Rl charges form
substantial part of total expenditure. The increase in basic RoddsRément

(RI) charges levied by MCGM/MBMC for excavation permission required for
cale laying, have gone up by nearly eight times from its valuEMn2003-04.
Moreover, MCGM/MBMC are applying multiplying factor from 1.8 to 2 on the
base RI charges in cases where the roads are under guarantee period or are newly
constructed. This has rdgd in an increase in the DPR costs as compared to the

approved costs.
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3.15.13 The raw material for electrical equipments is mostly copper, aluminium, iron and
steel. RInfraD stated that the prices of these raw materials have shown steep
increase in last few yes effecting increase in the prices of electrical materials.
The cost of dry type distribution transformers, has also increased by more than 2
times fromFY 2004-05 till FY 2000-10 resulting in an increase in the capital
expenditure under the 11kV MainsRi st ri buti on Transf or me
DPR6s were prepared with existing rates
expenditures to go beyond the estimated values due to price escalation over the
years.

3.15.14 The Commission found RInfB 6 s e x p | &sfaetdry. Aceasdingdyathe
Commission proceeded further to assess prudency of the capitalisation submitted
by RinfraD.

3.15.15 In Form 5.4 of the Wires data formats submitted by Ribfrahe Commission
noticed certain schemes with negative CWIP (Capital Wbrk8rogress) foFY
2000-10 as shown below:

Table 37: Schemes withnegative CWIP for FY 2009-10 (in Rs. Crore)

Closing
Schemes CWIP
LT Switch gear (Non DPR) (0.99)
Others (Non DPR) (4.36)

3.15.16 Since, Closing CWIP = Opening CWIPIrvestment Capitalization, it indicates
that expenditure capitalised by RIMDa in these schemes exceeded the
investments made in these schemes. In this context, the Commission asked RInfra

D to clarify the higher capitalisation.

3.15.17 RInfraD responded steig that Negative CWIP has resulted due to erroneous
capitalization/capital expenditure of one scheme being accounted in another.
RInfraD submitted the revised form on January 30, 2011. In the revised forms
submitted on January 30, 2011, the Commissiaticed an item with a negative
opening CWIP of Rs. (0.20) Crore.

3.15.18 Further, in Form 5.4 of the Wires data formats submitted by RDfrghe

Commission observed that RInEa did not deduct the amount of consumer
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contribution received for the investment majs while computing the IDC
(Interest During Construction) at the normative interest rate. The Commission
asked RInfreD to submit the consumer contribution against each of the schemes.
RinfraD, in its reply dated December 21, 2011 mentioned that theuower
contribution received duringY 20M-10 was Rs. 20.07 Crore and the entire
consumer contribution was towards the
therefore adjusted this amountFYy20Bai nst
09 andFY 20(-10 propationately for computing the normative IDC for Rinfra

D.

3.15.19 In Form 5.4 of the Wires/Retail data formats submitted by RiDfrahe
Commission observed that RInia has computed the IDC using the formula

below:

Works capitalised * 70% debt * Normative intsteate forFY 20®-10

3.15.20 In the process, RInfr® assumed that the capitalization for all the schemes
happened at the end of the year (March 31, 2010) and it has capitalized interest
charge for the complete year.

3.15.21 The Tariff Regulations 2005, state thagpitalization would be assumed evenly

throughout the year. Relevant portion of the said regulations is quoted as below:

AR60. 8 The annual all owabl e capital cost

incurred during such financial year, for the purposé di e s e Regul ati ons.

3.15.22 Therefore, the Commission has considered that capitalization has incurred evenly
during FY 200-10 while determining the IDC at normative interest rates.

Therefore, the Commission has allowed normative IDC based on the below:

(Works caitalised duringFY 20®-10)/2 * 70% debt * Normative interest rate for
FY 20®-10

3.15.23 As regards capital expenditure, the Commission has instituted a process of giving
in-principle approval for the capital expenditure schemes costing above Rs. 10
Crore (togdter known as DPR Schemes), wherein the Utility has to submit
detailed project report (DPR) as well as the expectedoastfit analysis, payback

period, etc., as per well laid out guidelines. The Tariff Regulations 2005, state that
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the cost benefit analigsneeds to be submitted while incurring capital investment.

Relevant portion of the said regulations is quoted below:

A 5 9Th&investment plan shall cover all capital expenditure projects of a value
exceeding Rs. Ten (10) crores and shall be in such &rmay be stipulated by the

Commission from time to time.

59.4 The investment plan shall be accompanied by such information, particulars
and documents as may be required showing the need for the proposed investments,
alternatives considered, cost/ benefhalysis and other aspects that may have a
bearing on the wheeling charges. o

AR71.3 The investment plan shal/l cover a
exceeding Rs. Ten (10) crores and shall be in such form as may be stipulated by the

Commissiorfrom time to time.

71.4 The investment plan shall be accompanied by such information, particulars
and documents as may be required showing the need for the proposed investments,
alternatives considered, cost/ benefit analysis and other aspects that neag hav

bearing on tariffs for retail sale of el

3.15.24 The Commission asked RInfiato establish whether it has submitted Cost Benefit
analysis for each DPR project shown in the forms for True Y dt00®-10. In its
response, RInfr® stated that CodBenefit analysis has been submitted for those
schemes only which have been completed and assets are fully put to use. On
January 30, 2012, RInf#a further mentioned that it will submit the project
completion report foFY 200-10 andFY 2010-11 soon.

3.15.25 The Commission observes that the Cost benefit Analysis of all approved schemes
which were initiated before March, 09 were submitted by Ribfia the past. As
a part of the investigation, ASCI (Administrative Staff College of India) verified
the physical ass$e created through such DPRs and also certified that those
schemes are required and resulted in acdoeeeéfits such as reduction in loss and
improved reliability and quality of supplyurther, RinfraD submitted the Cost
benefit analysis of various sahes undertaken iRY 200-10 andFY 2010-11
vide its email dated February 20, 20B&sessment of those submissions is under
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progress. Therefore, the Commission has considered the capitalisation of DPR

schemes which are already approvegiimciple by theCommission.

3.15.26 For the purpose ofinal truing up for FY 20M-10, the Commission has not
considered any capitalisation of such DPR schemes whmnitiple approval of
the Commission is yet to be accorded. The Commission is of the view that the
proposed bnefits of such schemes need to be examined and until it is ascertained
that the projected benefits will actually accrue the consumers, it would not be
appropriate to allow such expenses. Accordingly, the Commission has restricted
capitalisation of such semes as a part @hal truing up forFY 20-10. Once,
in-principle approval is granted by the Commission, the same may be considered in

future Orders subject to prudence check.

3.15.27 The projects costing less than Rs. 10 Crore are considered d3PRoprojets
and theutilities are not required to submit any DPR for the approval of the same.
Vide its Order dated June 15, 2009 in Case No. 121 of 2008, the Commission has

ruled as per below:

~

Aln view of the above, as a g atthetotall rul e
capital expenditure and capitalisation on RB#®R schemes in any year should not

exceed 20% of that for DPR schemes during that year. To achieve the purpose, the
purported noADPR schemes should be packaged into larger schemes by
combining simar or related nonDPR schemes together and converted to DPR
schemes, so that the-jminciple approval of the Commission can be sought in

accordance with the guidelines specified

3.15.28 However, the Commission observed that Rinfra D bkssified NorDPR
schemes where cumulative expenditure and capitalisation has exceeded
significantly beyond Rs. 10 Crore. Moreover, it has not submitted individual
scheme wise details for NdDPR projects and instead it has bundled the cost
based on typeof the scheme. Therefore, the Commission asked RIhfta

provide capitalisation details for individual schemes.

3.15.29 RInfra-D responded that these were miscellaneous works running into thousands of
small jobs of capital nature. The expenses were recordetcasdad during the

course of financial year. There was little or no-pl@nning for such jobs and
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hence no formal schemes or DPRs are formed for them. At the start of the year, for

the purpose of ARR, an estimatetunas gi Ve

3.15.30 The Commission noticed that while bundling the schemes, Rihfcauld not
establish that it was not possible to combine similar or relatedINRid schemes
together and convert them into DPR schemes. If this is not established, very
purpose of clasBiing schemes costing above Rs. 10 Crore as DPR schemes would
be defeated; because the regulatory scrutiny is necessary for such schemes.
Therefore, in the absence of proper justification from Ribfrghe Commission is
not in a position to assess prudegraf such investments. Therefore, as a part of
Final Truing up ofFY 20M-10, the Commission is restricting the capitalisation of
those NorDPR schemes where cumulative expenditure incurred is more than Rs.
10 Crore. Once, RInfr® submits the necessarysjification, the same may be
considered in future Orders subject to prudence check.

3.15.31 Accordingly, in line with all the observations made, the Commission approves

capitalisation folFY 200-10 as summarised in the following Table:

Table 38 Capitalisation for FY 2009-10 (in Rs. Crore)

Approved in APR Approved after
Particulars Order dated July Actual Fi?%l triing u
29, 2011 2o
Retalil
DPR schemes - 57.11 _

Non-DPR schemes - - -

Total Capitalisation - 57.11 -
Wires

DPR schemes 336.28 254.60
Non-DPR schemes 32.96 1.10
Total Capitalisation 341.67 369.25 255.71
Retail + Wires

DPR schemes 393.39 254.60
Non-DPR schemes 32.96 1.10
Total Capitalisation 341.67 426.36 255.71
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3.16 Depreciation including advance against depreciation

3.16.1 RInfraD submitted that the depreciation is calculated as per the rates specified in
the Tariff Regulationslt informed that 0 asset has been depreciated beyond 90%
of its book value. In itfdition for APR of FY 200-10, RInfraD had estimated
depreciation on actual capitalizationfY 200-10, including opening balance of
GFA as well as on assets added dufing 200-10. However, the Commission
had,vide its Ordeifor the Case No. 72f 201Q disapproved certain capitalization
in FY 2008-09 andFY 20M-10. For the purposes of maintaining consistency with
the Commi ssionds Order and figur&®s appr.
it has restated the opening GFA of and the capitalisationndguFY 2009-10 for
the purposes of truingp of FY 20-10. The revised asset bases are then used to
rework depreciation foFY 200-10.

3.16.2 RInfra-D submitted that it has not claimed any advance against depreciation. The
depreciation expenses, fBiY 200-10, as per RinfrdD works out to Rs. 124.23
Crore(Rs. 100.24 Crore for the wires business and Rs. 23.99 Crore for the retail
business) as against Rs. 113.86 Crore approved by the Commission during
provisional Truing upvide its Ordeiin Case No. 72 of 2010.

3.16.3 For the Wires business, the opening GFA as submitted by Finfras Rs.
2,563.33 Crore foFY 200-10. However, the Commissionde its Orderon Case
No. 72 of 2010 had approved a closing GFA Fof 208B-09 as Rs. 2,599.91
Crore. Hence, the Commissioashconsidered the opening GFAR 20(0-10 as
Rs. 2,599.91 Crore for the Wires business.

3.16.4  For theretail businessthe opening GFA as submitted by RinPavas Rs. 376.57
Crore forFY 200®-10. However, the Commissionde its Ordeon Case No. 72 of
2010 had approved a closing GFA for 2008-09 as Rs. 337.32 Crore. Hence, the
Commission has considered the opening GFAYY200-10 as Rs. 337.32 Crore

for theretail business

3.16.5 For FY 20(®-10, the depreciation rate has been computgddividing the
depreciation amountlaimed by RinfraD, by the average of the opening and

closing GFA as submitted by RInffa For the Wires business, the depreciation
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rate computed works out to 3.65% feY 20M-10. For the retail business, the
depreciabn rate computed, works out to 5.96% Fof 2000-10.

3.16.6 The approved capitalisation for the yda&¥ 200-10 has been considered as the
addition to GFA during the year. The actual retirement of assé&t¥ 200M-10 as
submitted by RInfreD has been taken #se retirement of assets.

3.16.7 The depreciation allowed fdfY 200-10 has been computed by multiplying this
derived depreciation rate on the average of the approved opening balance and
approved closing balance of GFA fel 200-10 for Wires andetail busineses
separately. The total depreciation allowedRdr 20-10, which is the sum of the

depreciation for botkvires and theetail businesss is as follows:

Table 39: Depreciation details forFY 2009-10 (in Rs. Crore)

Approved in
Particulars APR Order As submitted Approve_d after
dated July 29, by Rinfra-D Final truing up
2011

Retall
Opening GFA 337.82 376.57 337.82
Additions during the year 57.11 -
Retirements during the year 4.62 4.62
Closing GFA 333.2 429.06 333.20
Depreciation rate 5.96% 5.96%
Depreciation 12.39 23.99 19.98
Wires
Opening GFA 2599.91 2,563.33 2,599.91
Additions during the year 369.17 255.71
Retirements during the year 4.06 4.06
Closing GFA 2937.54 2,928.44 2851.56
Depreciation rate 3.65% 3.65%
Depreciation 101.47 100.24 99.50
Retail + Wires
Opening GFA 2,937.73 2,939.90 2,937.73
Additions during the year 426.28 255.71

MERC, Mumbai Paged5 of 220



Case No. 26 of 2011 MERC Order forTruing Upof FY 200910 and APR of FY 20101

Approved in
Particulars APR Order As submitted | Approved after
dated July 29, by Rinfra-D Final truing up
2011
Retirements during the year 8.67 8.67
Closing GFA 3,270.74 3,357.51 3,184.76
Depreciation 113.86 124.23 119.49
3.17 Interest on long-term debts

3.17.1 RInfra-D has considered a normative Debt: Equity ratio of 70:30 for financing the
capital expenditure projects (corresponding to capitalized assets only). From the
total capitalization ofFY 200-10 as approveduring provisionhtrue up forFY
2000-10, RInfraD has subtracted actual consumer contribution to arrive at net
capitalization, which has been funded by normative debt and equity. Then, 70% of
the total net capitalization as worked out from above has been considered as

normative debt (loan) for calculating interest on Loan Capital.

3.17.2 RiInfraD has considered a normative interest rate of 10% p.a. towards interest
expense for projects initiated duringY 2004-05 and FY 2006-06. It has
considered a normative interest rate of B%. towards the interest expense for
projects initiated duringcY 2006-07 and FY 2007-08. For FY 2008-09 and
thereafter, RInfrdD has considered a normative interest rate of 9%, for computing
the interest oong-term loancapital. The interest expendieutowards longterm
loan, as claimed by RInffB, works out to Rs. 82.80 Crore for Wire Business and

Rs. 12.67 Crore for retail business.

3.17.3 The Commission noticed that the Allocation Statements as submitted by-RInfra
for FY 200-10 mentioned actual inteseand finance charges of Rs. 47.56 Crore
for its distribution business. This obs
claim of not taking any actual debt féty 200-10. Further, the Commission
observed that Interest and Finance charges as mentioneithe distribution
business inalocation statement forFY 200-10 differ from Rs. 168.55 Crore
shown while mapping Interest and Finance charges wite up Petition of
distribution business. In light of above observations, the Commission asked
Rinfra-D to clarify why these charges are allocated against distribution business
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when RiInfraD has claimed that it has not taken any actual debt. RIhfveas
asked to explaithe mapping of these numbers and provide details of actual debt

taken and respective projects under which their funds have been utilized.

3174 I n response to queries raised and meet |
January 30, 2012, RInfia responded thathere was no borrowing specifically
against capital expenditure or working capital requirement of Generation,
Transmission and Distribution business and the corporate funding is being used,
part of which is through borrowing from external sources. possible that Rinfra
corporate would have arranged funds through internal or external sources. In view
of this, RInfra has continued to reflect normative debt and working capital and

normative interest rate applicable for the same in the ARR.

3.17.5 The Commissin does not find any meritin RInf6 s ex pl an-Btisi on. R
the distribution business of a legal entity named as Reliance Infrastructure Limited.
Any borrowing, if taken for RInfrd, would still be on the name of Reliance
Infrastructure Limited andt iwill appear on the financial statements of the said
company. Moreover, RInfr® has submitted certificate from the Chartered
Accounts, Pathak H. D. & Associates allocating a part of such external borrowing

to distribution business.

3.17.6  Moreover, as a partfahe separate query regarding Fixed Assets of RIDfrthe
Commission asked Rinfi@ to furnish the list of fixed assets and buildings or land
offered as a security or ranking as a pari passu charge for the credit facility, if any.
In its response, RIn¥D submitted that following specific premises at Mumbai
have been offered as a security or ranking as a pari passu charge for the credit

facility.

a) Land and Buildings located at C T S No 34, F P No 61, T P S V, Santacruz
(east), Mumbai

b) Flat located at 2ndFloor, Nagin Mahal Building, 82, Veer Nariman Road,
Mumbai 400 020and

c) Office premises located at 6th Floor, Nagin Mahal Building, 82, Veer Nariman
Road, Mumbai 400 020
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3.17.7 The Commission observes that some fixed assets of RInfrave been offered as
a <curity for the credit facility. Moreover, the certificate from ttleartered
accountants, as submitted by RInfda has allocated a part of such external
borrowing to distribution business. Still, RIna continued its submission that
there was no borrawg specifically against capital expenditure or working capital
requirement of Generation, Transmission and Distribution business. In light of the

above, the Commission doesnotfind RIAMf® s cont enti on tenabl ¢

3178 I n the Commissionds Vi ew, I f the corpor:
funds its businesses through such proce:
through internal accruals. In case of RIAa it appears that the external
borrowings lave been routed through corporate entity and termed as normative
debt. Moreover, RInfrdD has added back interest expense on account of such
normative debt while claiming income tax. As a result of such mechanism, the
consumers, in spite of having servegtls debt through interest expenses, would be
deprived of tax shield which would be available if there was an actual debt.
Moreover, as submitted by RInfain its Petition, adding back normative interest
expense has increased income tax of Ribfrahile it was stated that such interest
income was earned by the corporate entity. The Commission views that such
practice of passing tax burden on RIrBavhile taking away earning by corporate

entity is not fair to the consumers.

3.17.9 In the absence of proper expddions from RinfreD, the Commission canntdke
a view in this matter. For the purpose of Final True up Ff 200-10, the
Commission has proceeded assuming the claim of RIhstating all debts have
been funded through internal accruals and no gaxternal borrowing is used for
funding investments in distribution business so far. However, the Commission
directs RInfraD to submit information related to the utilisation of externally
borrowed funds allocated to distribution business immediatelyirvghe month
from the date of issue of this Order, failing to do so may lead the Commission to
rollback of respective amounts in the next Order on Tariff matters for Rnfra

3.17.10 Without prejudice to above, in Form 5.2 of the Wires data formats submitted by
Rinfra-D, the Commission observed that RInDadid not deduct the amount of

consumer contribution received for the investment projects while computing the

MERC, Mumbai Paged8 of 220



Case No. 26 of 2011 MERC Order forTruing Upof FY 200910 and APR of FY 20101

new loan amount foFY 20(-10 at the fixed normative interest rate of 9%. The
Commission has themfe adjusted this amount against the consumer contribution
received foFY 2000-10.

3.17.11 As mentioned in Parda.15.21 the Tariff Regulations 2005 s¢athat capitalisation
is assumed to have occurred evenly throughout the vyear. Therefore, the
Commission has calculated interest expense at the normative interest rates for the

new loan taken evenly throughout the year.

3.17.12 RInfraD has consideredormativeloan repayment tenure of 10 years for loans
drawn duringFY 2004-05 andFY 2006-06 and 20 years for loans drawn during
FY 2006-07 and afterwards.

3.17.13 However, the Tariff Regulations 2005, state that normatetat repayment for a
year shall be equal to the amowftdepreciation on the fixed asset to which such
loan relates. Relevant portion of the said regulations is quoted as below:

R62.2 The | oan <capital cal cul ated usi nc

Regulation 61 above shall be assumed to be repaidh g@ar based on a

normative repayment schedule:

Provided that the amount of such normative repayment for a year shall be equal to

the amount of depreciation on the fixed asset to which such loan relates:

Provided further that where the outstanding normativan balance is less than
the amount of normative loan repayment calculated as above, the repayment shall
be assumed to be equal to the outstanding normative loan balance and no further

amount shall be permitted on account of such loan:

Provided also tht all normative repayments are assumed to be made on

September 30th of each financial yearo

n74.2 The | oan capital cal cul ated wusi ncg
Regulation 73 above shall be assumed to be repaid each year based on a

normative repagent schedule:

Provided that the amount of such normative repayment for a year shall be equal to

the amount of depreciation on the fixed asset to which such loan relates:
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3.17.14

3.17.15

Provided further that where the outstanding normative loan balance is less than
the anount of normative loan repayment calculated as above, the repayment shall
be assumed to be equal to the outstanding normative loan balance and no further

amount shall be permitted on account of such loan:

Provided also that all normative repayments aresuesed to be made on

September 30th of each financial yearo

In line with provisions of the stated Tariff Regulations, the Commission has
considered repayment of the outstanding normative loans as equal to the amount of
depreciation on the fixed asset to ahisuch loans relate. The Commission has
considered repayment of the outstanding loans in proportion to their balance at the
beginning of the yedfY 200-10.

The summary of the outstanding loans, new loan, repayment of loans and interest

expense fowire andretail businesare as follows:

Table 40: Loans, repayment and interest expense fdeY 2009-10 (in Rs. Crore)

: PR I ey Allowed after
Particulars dated July 29, Actual truing up
2011

Retail

Opening Loan Balance 117.09 124.39 117.09
Additions during the year - 39.98 -
Repayment during the year (9.10) (11.10) (19.98)
Closing Loan Balance 107.99 153.26 97.11
Total interest expense 10.23 12.67 9.75
Average Interest Rate 9.10% 9.13% 9.10%
Wires

Opening Loan Balance 852.88 845.63 852.88
Additions during the year 225.12 244.37 171.58
Repayment during the year (64.93) (65.97) (99.50)
Closing Loan Balance 1,013.07 1,024.03 924.95
Interest 82.73 82.80 80.07
Averagelnterest Rate 8.90% 8.86% 9.01%
Retail + Wires
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3.18

3.18.1

3.18.2

3.18.3

Particulars

APR Order
dated July 29,
2011

Actual

Allowed after
truing up

Opening Loan Balance

969.97

970.01

969.97

Additions during the year

225.12

284.35

171.58

Repayment during the year

(74.03)

(77.07)

(119.49)

Closing Loan Balance

1,121.06

1,177.29

1,022.06

Interest

92.96

95.47

89.82

Average Interest Rate

8.90%

8.89%

9.02%

|l nterest

on

wor ki

ng

capital

and

RinfraeD submitted that it has adopted the methodology to compute working

capital requirement as specified in the Tariff Regulations, 2005. Accordingly, it

has considered the rate of interest on working capital as being equal ttestmort

SBI PLR as on th date on which application for determination of tariff is made.

The rate of interest on working capital is considered as the SBI PLR prevailing at

the time of filing the tariff determinatiofPetition of FY 200-10 i.e. as on

Decemberl5, 2008. The same isonsidered as 13%, which is same as that has
been considered by the Commissiade its Ordetin Case No. 72 of 2010. Based

on the values of parameters of working capital, interest on working capital works
out to Rs. 55.93 Crore fétY 20(-10.

Further, Rnfra-D stated that the cost of one month power purchase from Rinfra

has been

excl

uded i n

l i ne wi

th the

rul i

2008 which, and the Commission has also accepted while provisionally approving
working capital interedior FY 200-10vide its Ordeiin Case No. 72 of 2010.

It has been RInfr® 6 s

content.i

on

t hat

t he

wor ki

determined as above should itself be considered as the actual working capital

utilized by the company during the course of aigerations in the concerned

financial year. Further, since this actual working capital requirement has been

funded through internal accruals / corporate treasury funds and since the same also

carry

cost

as

has

already

ke everking tapithl d

by

interest so worked out in thRetitionhas been considered as actual, without any

efficiency gains. RInfréD stated that this contention was expressed in the previous
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ARR/APR Petition and the same was not accepted by the Commissdmits
Orderin Case No. 72 of 2010, against which RIADraeserves its rights to appeal.

3.18.4 The Commission observed that RInfba, whi | e cal cul ating #Aon
of cost of power o component in the compl!l
consdered power purchase cost excluding power purchase cost from-RBiInfra
The Commission has accepted the methodology and excluded the cost of power
purchase from RInfri& while deducting the power purchase cost, while
computing the working capital requirenteim accordance with thd o n OATIEGes
Judgment in Appeadllo. 117 of 2008.

3185 As regards to working capital funded th
in its Judgment in Appeal No. 117 of 2008, ruled as following:

Al n Appeal No . 1rlot Rela®ce Infrastructute /s MERC tared
Ors., this Tribunal has dealt the same issue of full admissibility of the normative
interest on Working Capital when the Working Capital has been deployed from the
internal accruals. Our decision is set out in ttelowing paras of our judgment
dated May 28, 2008 in Appeal No. 111 of 2008.

A7) The Commi ssion observed that in act.¢u
interest. Therefore, the entire interest on Working Capital granted as pass through
in tariff has been treated as efficiency gain. It is true that internal funds also
deserve interest in as much as the internal fund when employed as Working Capital
loses the interest it could have earned by investment elsewhere. Further the
licensee can never haveyafunds which has no cost. The internal accruals are not
like some reserve which does not carry any cost. Internal accruals could have been
inter corporate deposits, as suggested on behalf of the appellant. In that case the
same would also carry the codt interest. When the Commission observed that

the REL had actually not incurred any expenditure towards interest on Working
Capital it should have also considered if the internal accruals had to bear some
costs themselves. The Commission could have loakead the source of such
internal accruals or funds could be less or more than the normative interest. In
arriving at whether there was a gain or loss the Commission was required to take

the total picture into consideration which the Commission has not ddheannot
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3.18.6

3.18.7

3.18.8

be said that simply because internal accruals were used and there was no outflow
of funds by way of interest on Working Capital and hence the entire interest on
working capital was gain which could be shared as per Regulation No. 19.
Accordingl, the claim of the appellant that it has wrongly been made to share the
interest on Working Capital as per Regulation 19 has merit.

b): The interest on Working Capital, for the year in question, shall not be treated

as efficiency gain.

In view of our arlier decision on the same issue we allow the appeal in this view

of the matter and hold that the entire interest on normative interest rate basis is
payabl e t o Enpeasisadde® | | ant . 0 (

Il n its Judgment, while ruling on the

Commission should have assessed whether the internal accruals had to bear some

costs themselves, and that the Commission could have looked into the source of
such internal accals or funds, and the cost of these funds could be higher or
lower than the normative interest. Th¢o n 6 b | ehas Als&rved that the
Commission was required to consider the matter in totality while arriving at

whether there was an efficiency gain or loss.

Accordingly,vide its Ordeiin Case No. 72 of 2010, the Commission asked Rinfra

D to provide clarity regarding whether the working capital requirement has been
met from the cash flows of RInfifa and/or cash flows from any other business or
from any othe source forFY 200-10. Further, RInfra was also asked to submit
the cash flow statement indicating as to how the working capital requirement has
been met for RInfrd business. In addition, the source and cost of such funds with

appropriate justificatiomas sought from RInfr®.

In response to such queries raised by the Commission, Fnfnaly submitted

that the working capital requirement of Rinfdastribution has been met out of
internal resources only. There is no borrowing from external agefaiethis
purpose. However, it has been stated by RiBfiia its Petitionthat the amount of
working capital required by the business can be determined through the formula
specified in the Regulations as the formula captures the various receivables,

payabés and inventory, etc. Further, RinfDastated that as per tld@dgemenof
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3.18.9

3.18.10

the Hondble ATE in Appeal No. 117 of 20
if funds used for working capital are through internal resources, the same also have
associated cost.Accordingly, RiInfraD has determined working capital
requirement in accordance with the formula of the Regulations and considering

SBlI PLR as the cost of funding, as allowed under the Regulations. The
Commission notes RInffRB6s repl y. H o wom wreustificatioroas i nf or

sought by the Commission was submitted by Rhifra

As mentioned before from PaBal7.3till 3.17.9 the matter of utilisation of actual
borrowing remains unaddressed. Moreover, Ribfrdnas not submitted any
information or justification on working capital related readt as sought by the
Commission. Therefore, the Commission is of the view that by implication,
RinfraeD has managed to meet its working capital requirements by its own
operational efficiency, and has minimised the working capital requirement itself,
and na actually relied on any funds to meet its working capital requirement.
Hence, the Commission has allowed the entire working capital interest on
normative basis in accordance with the Tariff Regulations. Further, as per
Regulation 17.6.2 (d) of th€ariff Regulations, 2005, variation in working capital
requirement is a controllable factor, and hence, the Commission rules that the
entire normative working capital interest has to be considered as an efficiency gain,
since RInfraD has not submitted any documary evidence for the actual working
capital interest incurred, and the sharing of gains has to be computed in accordance
with Regulation 19.1 of the Tariff Regulations, 2005.

RinfraeD submitted that the components of working capital requirement are
spedfied in the Tariff Regulations, 2005, and only the values need to be replaced
with actual values, to determine the ‘actual’ quantum of working capital required by
it, which itself is the actual funding required for meeting working capital
requirement. T effectively means that the efficiency gain should be computed as
the difference between the 'normative’ working capital interest and ‘actual
normative' working capital interest. In other words, Rki¥a submission is that

the Commission should calcutahormative' working capital requirement based on
‘actual' cost components, and then compute the efficiency gain as the difference

between the interest on 'normative' working capital interest and 'actual’' normative
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working capital interest. If RInfri®'s submissions in this regard were to be
accepted, all other operational efficiency parameters should be considered that
way, and no sharing of efficiency gain, computed as the difference between
normative levels and actual levels, should be done. Howeveralfoother
operational parameters, such as Distribution losses, Operation and Maintenance
expenses, etc., sharing of efficiency gains, computed as the difference between
normative levels and actual levels, is being done, and this mechanism is well

acceptd, even by RInfreD.

3.18.11 In view of the above, the Commission finds that there is no merit in Réra
claim that the entire amount of interest on working capital is allowable to Hdnfra

without any sharing.

3.18.12 The Commission has estimated the normativekimg capital requirement and
interest thereof foFY 200-10 based on the revised expenses approved in this
Order after truing up. However, interest on working capital is a controllable
parameter as defined under the Tariff Regulations, and the Commisagon
therefore, computed the sharing of gains/losses on the basis of normative working
capital interest and the actual working capital interest incurred, which in this case
is zero, since this is a controllable parameter. Further, the Tariff Regulations
stipulate that rate of Interest on Working Capital shall be considered on normative
basis and shall be equal to the shiertn Prime Lending Rate of State Bank of
India as on the date on which the Application for determination of tariff is made.
As the shodterm Prime Lending Rate of State Bank of India at the time when
RinfraD filed the Petition for tariff determination féryY 2000-10 was 13%, the
Commission has considered the interest rate of 13% for estimating the normative

Interest on Working Capital, mich works out to Rs.&45 Crore.

31813 I n regards to Consume rDsshbmiBiex chatrthe tTariff De p 0 s

Regulation 76.8.3 provides as follows:

Al nterest shall be all owed on the amount
System Users andonsumers at the Bank Rate as at the date on which the
application for determination of tariff
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3.18.14 RInfra-D has considered Interest on Consumer Security Deposit (CSD) at 6%
amounting to Rs. 17.16rore for Retail Business. It has further mentionedt tha
while permitting interest on CSD in the provisional tupeof FY 200-10 in Case
No. 72 of 2010, the Commission had allowed Rs. 19.56 Crore. Apparently, it had
been worked out considering the average balance of CSBYf&0M®-10 as Rs.
325.96 Crore an@pplying 6% rate of interest on the same. However, RIbfra
submitted that the actual pawt of interest varies with monthly balances of CSD
against consumer accounts; it would not follow simple linear averages.
Consequently, RInfr® has actually paid & 17.15 Crore as Interest on CSD
during FY 20M-10 and it has considered the same in final trwipgor FY 2000-

10.

3.18.15 RInfraD, in its reply to the Commissionos
Security Deposit forFY 200-10 and interest paid towards gubmitted the

following particulars:

Table 41: Consumers Security Deposit (CSD) foFY 2009-10 (in Rs. Crore)

Month Interest on CSD| CSD

April 1.27 314.56

May 2.53 326.16

June 0.02 330.45

July 1.29 332.08

August 1.26 332.92

Septembe 1.28 334.08

October 1.27 335.59

November 1.35 336.04

December 1.61 331.47

January 1.73 324.4

February 1.61 317.96

March 1.93 313.81

Total 17.15

3.18.16 RiInfraD 6 s computati on of i nterest on cons
accepted by the Commission. Thus, t he i
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considered by the Commission under the truing up exercise, works out to Rs. 17.15
Crore forFY 20M-10.

31817 The interest working capital and con

the Commission is shown below. However, the difference between normative and

on

actual interest on working capital has been considered as a controllable loss and
shared betweeRInfra-D and the consumers in accordance with Regulation 19 of

the Tariff Regulations, 2005, as explained later in this Section.

Table 42 Interest on working capital and CSD forFY 2009-10 (in Rs. Crore)

APR Order Actuals (as Actuals Allowed
Particulars dated July | submitted by | (Considered| after truing
29, 2011 Rinfra -D) by MERC) up
Retail
O&M expensesdne month 15.84 15.81
Book value of stores, materials i i
and supplies (Ongvelfth)
Revenue from sale @lectricity
(2 months) 847.74 845.20
Less:
Consumer Security deposits 285.78 285.78
Power purchase cogir{e 269 59 246.61
month
Total Working Capital 308.20 - 328.62
Interest rate on Working Capital 13.00% 13.00% 13.00%
Interest onWorking Capital )
(lowC) 40.07 42.72
Interest on CSD 17.15 17.15 17.15
Total loWC and Interest on CSI 57.21 17.15 59.87
Wires
O&M expensesdne month 36.43 36.37
Book value of stores, materials
and supplies (Ontavelfth) 82.04 82.04
Revenue from sale of electricity 254 254
(2 months)
Total Working Capital 121.01 - 120.96
Interest rate on Working Capita| 13.00% 13.00% 13.00%
Interest on Working Capital )
(IoWC) 15.73 15.72
Retail + Wires
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APR Order Actuals (as Actuals Allowed
Particulars dated July | submitted by | (Considered| after truing
29, 2011 RInfra -D) by MERC) up
Interest on Working Capital
(lowC) 55.80 - 58.45
Interest on CSD 17.15 17.15 17.15
e loWC and Interest on 19.56 72.95 17.15 75.59

3.19

3.19.1

3.20

3.20.1

3.20.2

3.20.3

Other expenses

RiInfra-D submitted that there were no other expensebYo20M®-10 for wire and
retail businessAccordingly, the Commission has approved other expenses as Nil
for FY 2008-10.

Provision for bad debts

For FY 20M-10, RInfraD has made provision for Bad Debts to the tune of Rs.
13.56 Crore The Commission, in Case No. 72 of 2010, allowed only Rs. 7.75
Croretowards the same, being 1.5% of the receivables. RIhsabmitted that in

the saidOrder, the Commission stated that final triing of the same would be
undertaken once audited accounts are available. RInfras made a provision of
Rs. 13.56Crore in the audited accounts dfY 200-10 and requested the

Commission to approve the same for truuggof FY 2000-10.

In regards to provision for bad debts, the relevant portion of Order inNEas®

of 2010 is quoted as follows:

AFor F M0, RIrGr&® has created a provision of Rs. 13.56 Crore, which
amounts to 2.62% of receivables; however, the Commission has allowed 1.5% of
receivables at Rs. 7.75 Crore as allowed in previous Orders. The Commission will
undertake final truing up for FY 2088 based on Audited Accounts and prudence

check. 0o

In aregulated regime, the Commission allows all prudent expenses through tariff
mechanism. At the same time, it is expected thaicanseeachieves efficient
performance to prevent avoidable costs. The Commission expéatereseeto
collect the entire amount billed to its consumers on a timely basis. However, the

Commission is of the view that bad debts are inseparable incidents of thesus
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Pagel08of 220



Case No. 26 of 2011 MERC Order forTruing Upof FY 200910 and APR of FY 20101

3.20.4

3.21

3.21.1

of electricity distribution. However, there should be efforts to minimize the bad
debts to the best possible extent andanseeshould have prudent policies to

deal with bad debts recovery and write off. The Commission follows the principle
that ad debts shall not exceed 1.5% of receivables in any financial year. It is
pertinent to mention that such allowance should not be taken as a cushion by any

Licensedo become lax in collecting billed amounts from the consumers.

The Commission does not frit appropriate to allow higher amount of bad debts,

on account of under recovery of the billed amount, which increases additional
burden on other consumers who are paying regularly. Therefore, For the purposes
of truing up forFY 20M-10, the Commissiohas considered provisioning for bad

debts as Rs. 7.75 Crore as approved during provisional TrueFp2000-10.

Table 43: Provision for bad debts forFY 2009-10 (in Rs. Crore)

Approved in APR Allowed after

Particulars Order dated July Actual Final truina u
29, 2011 gup
Receivables 516.86 516.86 516.86
Bad debts written off 7.75 13.56 7.75

Provision for bad debts as % of

. 1.50% 2.62% 1.50%
receivables

Contribution to contingency reserves

RinfraeD submitted that the contribution to contingency reserve has been
computed at 0.25% of Opening Gross Fixed Assets as Rs. 7.35 Crbie 20660-

10, as permitted by the Commissieide its Orderdated June 15, 2009. In
response to a query, RInfEa submitted that the contingency reserve investment
for RInfraD had been Rs. 21.36 Crore as on March, 2008. As tiper

Co mmi s Order mNdCase No. 72 of 2010, the approved contribution to the
contingency reserve foFY 2008-09 was Rs. 6.48 Crore. The cohuition to
Contingency Reserve amounting to Rs 7.35 Cr and Rs 8.40 Cr was made during
FY 20-10 andFY 2010-11 respectively. Thus, the closing balance as on March,
2011 works out to Rs. 43.59 Cr. However, RIlfiracontinues to maintain

Contingency Reseevinvestment of Rs 113.84 Cr in the authorised securities as
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3.21.2

reflected in schedule 6(A) (a) of the Annual Accoury 2010-1l1and

proportionately takes the interest income thereon in the Regulatory submission.

The Commission has considered the revised Mge@FA for FY 200-10 for
reasons mentioned in earlier sections of this Order. Thus, the Commission has
considered the contribution to contingency reserves at 0.25% of the revised
opening GFA forFY 20(-10, and has allowed Rs. 7.34 Crore as contribution t

contingency reserve.

Table 44: Contribution to contingency reserve forFY 2009-10 (in Rs. Crore)

Approved in APR
Particular Order dated July Actual
29, 2011

Allowed after
Final truing up

Contribution to contingency reserves

duringFY 20M-10 7.34 7.35 7.34
Opening balance of contingency

reserves foFY 20(-10 27.84 27.84
Closing balance of contingency 3519 25 18

reserves foFY 20®-10

Closing GFA forFY 200-10 3,357.51 3,184.76

Contingency reserves as a % of GF/

for FY 20(3-10 1.05% 1.10%

3.22

3.22.1

3.22.2

3.22.3

Return on Equity (RoE)

RinfraD submitted that it has computed Return on Equity (RatE)6% on the

regulatory equity at the beginning of the year and on 50% of equity portion of the
capitalization during the year. While doing so, it has subtracted consumer
contributions from the restated capitalization to arrive at net capitalization. Then,
30% of such net capitalization has been considered as normative equity for

calculating RoE.

RinfrasD has claimed Rs. 186.71 Crore and Rs. 20.14 Crore towards return on

equity, for wire and retail businesses respectively.

The Commission has noticed that R&D has shown an amount of Rs. 4.62 Crore
as deduction of fixed assets i.e. retirement of assets during the y&@r Bothis
regard, the Commission asked RlIaDBato provide the details whether, the said
assets are retired from the actual use of tb&etaor sold during the year or
transferred to other than Mumbai licensed area. Further, RInfreas asked to
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justify why it has not proposed proportionate reduction in equity amount while
cl ai RetunngfE@q ui t yo

3.22.4 RiInfraD submitted that the said atsare retired due to obsolescence, damage,
scrapped, etc. At the time of retirement, the difference between the balance
depreciable value and the realisation from sale of scrap is adjusted in the P&L
account of the company. The same became part of théan&rincome (profit or

loss on sale, as the case may be).

3.22.5 RiInfraD submitted the original cost and the Written Down Value (WDV) along
with this response as part of workbook containing Fixed Asset (FA) register.
Further, RInfraD submitted that thRegdation3 1. 1 def i nes t he feq
the equity determined and approved by the Commission plus the equity component
of approved capital expenditure on a year to year basis. As mentioned byRInfra
the regul ati on does n &apitasop account of retirezndnti c t i 0O |
of assets.

3.22.6 However, in this respect it is pertinent tderethe Regulation 63.1.2 of the Tariff
Regulations, 2005, which deals with the manner in which return on equity shall be
computed. The said Regulation is quabetbw:

AThe return on equity capital shall be

(a) Return at the allowable rate as per Regulation 63.1.1 above, applied on the

amount of equity capital at the commencement of the financial year; plus

(b) Return at the alloable rate as per Regulation 63.1.1 above, applied on 50 per
cent of the equity capital portion of the allowable capital cdst, the
investments put to use in distribution business)culated in accordance with
Regulation 60 and Regulation 61 above,dou c h f i n a Baphagid year
added

3.22.7 Reading the above quoted Regulation leaves one beyond doubt that the intent of
the Tariff Regulations, 2005 is to allow return on equity only on the assets which
are put to use. Any asset, which is retired, ceaseg tasbd for the purpose of
distribution of electricity by the concernéttenseein its licensed area of supply.
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Therefore, in such a case theenseeloses the right to earn return on the equity

portion of the said asset.

3228 RI nfrads submicagiiamlItohats fieheuietqui ty det
the Commission plus the equity component of approved capital expenditure on a
year to year basis drawing reference to the Regulation 31.1 does not justify its
claim of seeking RoE on equity of retired assdts a matter of argument, then, it
can be contended thatL&censeewill continue to hold claim of RoE on all equity
even if it retires all the assets in its licensed aBeatainly, this is not the intention
of the Regulationslt is also pertinent tobserve that Regulation 31.1 only defines
the manner how equity capital has to be computed for fresh investments, that too
for existing generating stations at the time when the Regulations came into force,
which was April 1, 2005. However, it does not defithe equity that shall be
allowed for the purpose of computing return on equity. More specifically,

Regulation 31.1 dogzrovide forequity for retired assets.

3.22.9 Accordingly, the Commission does not find any merit in Rkidlrd@ s cont ent i
Since, the saichssets have been removed from the distribution business; the
consumers are not availing services of those assets. Therefore, it would not be fair
to allow return on equity corresponding to the retired assets. Therefore, such equity
pertaining to the retick assets has to be reduced when arriving at the closing

regulatory equity of the year.

3.22.10 The Commission asked RInffa to furnish the details of its date of purchase,
gross amount of acquisition cost with respect to the assets retired/ sold/ scrapped
for G-T-D segment. RInfrd was asked to furnish the details, as to who had
funded the cost of the said such assets and the proportion of such funding i.e. debt,
equity proportionetc.

3.22.11 RInfraD responded that for the period till March 31, 2004 the returnshier t
Licenseebusiness was based on the total assets component utilized in the business,
i.e. Capital Base and Reasonable Return worked out as per the provisions of the
Sixth Schedule to the Electricity Supply Act, 1948. Even if any loan was
sanctioned by # GoM, the same was deducted from the Capital Base to arrive at

the returns available to the Company. The financing of assets acquired after April
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1, 2004 were approved by the Commission with a normative debt: equity ratio of
70: 30, under Tariff Regulatis 2005. RInfreD submitted details of Gross block
and Accumulated Depreciation pertaining to assets retired=Yin2000-10.

However, RInfraD did not submit details about the funding of said assets.

3.22.12 Therefore, the Commission has subtracted 30% of the GRAeoretired assets
while computing closing level of Regulatory equity fétY 200-10. The
Commission considered that such retirement of the assets has happened evenly for
FY 200®-10.

3.22.13 While computing RoE foFY 200-10, the Commission added 50% of theiggu
portion of the approved asset capitalisation and subtracted 50% of the equity
portion of the retired assets on the opening balance of equity. The summary of RoE
claimed by RInfraD and approved by the Commission fBlY 200-10 is
summarised in the falving Table:

Table 45: Return on equity for FY 2009-10 (in Rs. Crore)

AXSQ \é)ercéérr] As per | Allowed after
Particulars Rinfra-D 6 | Final truing
dated July - u
29, 2011 P
Retail
Regulated Equity at beginning of year 117.29 117.29 117.29
Equity Portion of Capitalised Expenditure - 17.13 -
Reduction in equity due to retirement of ) i (1.39)
assets
Reg. Equity at the end of the year 117.29 134.42 115.90
Return on Reg. Equity at beginning of yeal 18.77 18.77 18.77
Return orEquity Portion of Capital i
Expenditure Capitalised 1.37 (0.11)
Total Return on Regulated Equity 18.77 20.14 18.66
Wires
Regulated Equity at beginning of year 1,113.91 1,114.58 1,113.91
Equity Portion of Capitalised Expenditure 96.48 104.73 73.53
Reduction in equity due to retirement of ) i (1.22)
assets
Reg. Equity at the end of the year 1,210.39 1,219.31 1,186.23
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Approved in
Particulars '%ER DS Rlnfgs-ge(; A:L?r\:\;el(:rﬁglzr
ated July claim up
29, 2011
Return on Reg. Equity at beginning of yeal 178.23 178.33 178.23
e onin o Copta
Total Return on Regulated Equity 185.95 186.71 184.01
Wire + Retail
Regulated Equity at beginning of year 1,231.20 1,231.87 1,231.20
Equity Portion of Capitalised Expenditure 96.48 121.86 73.53
Esesdel{[gtlon in equity due to retirement of ) i (2.60)
Reg. Equity at the end of the year 1,327.68 1,353.73 1,302.13
Return on Reg. Equity at beginning of yeal 197.00 197.10 196.99
Expendiure Capitaised 772 .75 5.67
Total Return on Regulated Equity 204.72 206.85 202.67
3.23 Income tax
3.23.1 RInfra-D submitted that the Commission, in its provisional4npeof FY 20(®-10,
allowed Income Tax considering Return on Equity as Profit B&fareand adding
back normative/ nowash (regulatory depreciation) expenses and subtracting
depreciation as per Income Tax provisions from the same. While upity
2008-09 costs and revenues in the same Order, the Commission had allowed
Income Tax condering the approachdecidedby t he Hondobl e ATI
Judgementin Appeal No. 173 and 174 of 2009. In accordance with the
methodologydecidedb y t he Ho n 6 b-D eomputed Inconie ITaxffar a
FY 20M0-10 based on the Regulatory Profit Before Tax, askerout from
Income and expenses shown in Rstition for final truingup of FY 200-10.
RInfraD worked out the Income Tax allowance at prevalent Corporate Tax Rate
of 33.99% (i.e. 30 % tax, 10% surcharge on tax and 3% education cess on tax &
Surcharge).
3.23.2 RInfra-D further stated that by the above methodology, the taxable profit works out

to be negative as elaborated in the table below, and consequently no amount has
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been considered in the ARR, against the Income Ta¥Yo20®-10. However,

RinfraD highlighted that the revenue gap, to the extent allowed, has been
recognized as Regulatory Asset for recovery in future years. Hence, the year in
which it would be allowed for recovery, the amount shall get included in the

revenue earned in that year and whii$ become a part of the PBT in such year,

consequently attracting income tax thereon.

Table 46: Income tax for FY 2009-10 as submitted by RinfraD (in Rs. Crore)

S.No Description Amount
Revenue
1 | Revenue from Tariffs 5,086.41
2 | Non-Tariff Income (Incl. Other Income) 126.78
A Total Revenue 5,213.19
Expenses
1 | Power Purchase Expenses 4,253.86
2 | Operation & Maintenance Expenses 627.25
3 | Depreciation 124.23
4 | Interest on Longerm Loan Capital 95.47
5 Interest on Worlgingj:apita_l and on 72 95
consumer security deposits
6 | Bad Debts Written off 13.56
7 | Other Expenses -
8 | Transmission Charges intrastate 183.73
Total Expenses 5,371.05
C Profit before Tax (PBT) (B\) (157.86)
1 | Add: depreciation as per ARR 124.23
2 | Less: depreciation as pef ax (191.62)
3 | Add: normative interest onong-termLoan 95.47
4 | Add: normative interest on Working Capit 55.80
D Total Profit (73.98)
Income Tax Rate 33.99%
F Income Tax -
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3.23.3

3.23.4

3.23.5

However, in this respect it is pertinetat refer the Regulation 76 of the Tariff
Regulations, 2005, which deals with the Income Tax matter. The said Regulation is

guoted below:

i76. 2 -tbxnc o me

76.2.1 Incoméax on the income of the Distribution Licensee shall be allowed for

inclusion in the aggrmgate revenue requirement.

76.2.2 The Distribution Licensee shall include an estimate of his intame
liability along with the application for determination of tariff, based on the
provisions of the Incom&ax Act, 1961

Provided that any change in suaficometax liability on account of assessment
under the Incom#éax Act, 1961 shall be dealt with as being on account of

uncontrollable factors:

Provided further that any change in such incetave liability on account of
changes in the provisions of the émse Tax Act, 1961 shall be dealt with as being

on account of uncontrollable factors:

Provided further that any change in such incetae liability on account of change
in income of the Distribution Licensee from the approved forecast shall be
attributed tothe same controllable or uncontrollable factors as have resulted in the

change in income and shall be dealt with accordingly.

76.2.3 The benefits of any incota holiday, credit for unabsorbed losses or
unabsorbed depreciation on the distribution systamany part thereof shall be
taken into account in calculation of the incotag liability of the Distribution

Licensee. 0

As mentioned before, Rinfra is a company under the Companies Act and it is
engaged in several businesses including Generation, Tissigmand Distribution
of electricity in Maharashtra. It is important to arrive at the correct base while

allocating tax liability to the regulated businesses.

Treatment of Income Tax came to be analysed in Appeal NooflZ@09 and 174
of 2009 bef or e Hon didgemendated Ecbruary 15 2011t irs
Appeal No. 1732f2 0 0 9, HkEmdimihed the following issue:
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AWhet her the State Commission is justifi
tax to be recovered from the consusneonsidering the return on equity as the
regulatory profit before tax and disallowing tax on incentives on the ground that

the expenses incurred for achieving better performance has already been

all owed?0

3.23.6 Ho n 6ATE held as follows:

Nfét he St asiomris diectdrito sompute the income tax entitlement of the
Appellant by replacing Return on Equity by Regulatory Profit Before Tax i.e.

i ncome | ess permissible expenses. 0

3.23.7 Si nce, AHDimed dih meld that the actual income shall form the basis for
computation of income tax, hypotAiEet i cal

has discarded the theory of any treatment on notional basis.

3.23.8 The Commission is of the view that every base tried earlier, whether Normative
ROE or hypothetical PBT was presptive in nature and did not indisputably
demonstrate the relation with actual tax liability. Normative ROE was clearly not
the only income that would constitute taxable profits of ltfeenses; it would
also include incentivesetc. Further hypotheticaPBT was by very nature
hypothetical. The income allocation and expense allocation has to be as per actual
taxable incomes and expenses calculated as per the Income Tax Act. The approach
has to be actual taxable income of regulated business minus acttadre=th tax
deductible expenses of regulated business as directed ldy HARE.

3239 Further, an i ssue wWkaésudanerdated May®8) 2009n Ho n «
in AppealNo. 111of 2008 in case of ffra which related to nemclusion of
PLF incentivein regulated business segment in the taxable income and therefore
nortinclusion of income tax on the incentive on the ground that it would be a
burden on c¢ o nATH directed that theaactualahddactual income tax
impact had to be considereddaih was no case that such actual impact would be a

burden on the consumers.

32310 Taking i nto account t he af orAEk dhe d j ud
Commi ssion is of tATlEhas Ipeldthatohe basehslaotld bdo n 6 b
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3.23.11

3.23.12

3.23.13

3.23.14

the factual tax liability andhere is no scope for presumptive disallowances/

hypothetical calculations.

At par agr ap h ATE@ JudgementlateddFbbruary 14, 2011 in the
matter of TPCT , H oATE et atarified inter alia as follows:

AThus the i ntent thatfthe aclhua indRraegtaxl paid byothes
transmission licensee in the business of transmission is included in the ARR and
the licensee does not gain or lose on account of income tax which is a pass through

in tariff.o
Thus, principles have been laid dowyn b H o rA®Booh the subject.

Thus, from the various pronouncements of ldnl e thé drikciple that clearly
emerges is that the income tax ofiaenseethat should be passed through in the
tariff is to be based on the actual tax impact. For working out actual tax impact,
working out the segmental income is necessary. Income tax emerges from
segmental working and that leads to segmental calculations. eB&m
calculations should be based on regulated income if tax is actually paid on
regulated income. If income tax is actually calculated and paid by the Licensee
Company on book profits under MAT method then the segmental division has to
be based on bookgfit and not on regulated profit; because regulated profit is not

what has suffered actual tax but book profit has suffered the actual tax.

In case of true up applications the claim has to be sanctioned on the basis of actual
tax payments because all tlietails are available by that time. Commission
accordingly sought the information related to actual tax payments made by the
Licenseeto determine the correct claim. The information sought was basic
information such as copy of income tax return filed; stegement of computation

of income and other relevant information like break of various additions and

deductions claimed in tax computation iAT&D and other segments.

The Commission is of the view that appropriate claim for actual income tax paid
by thecompany cannot be found out without these very basic documents viz. copy
of income tax return filed; the statement of computation of along with some other
relevant information like break of various additions and deductions claimed in tax

computation in GI'-D and other segments.
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3.23.15 Till date Licenseehas not submitted the above basic documents asked for,
Licensee has also not submitted underlying brgabkf allowances / disallowances

for tax purposes intoG-D and other segments.

3.23.16 In fact, the above basic mfmation was sought from the petitioner during the
Technical Validating session (TVS) for-IRfra-D dated September 28, 2011. In

reply to this requirement, the petitioner had provided the explanation that

i Rnfra D submits that for the FY 20a®, IncomeTax Return was filed
considering the scheme of-deerger dated May 9, 2009 envisaging transfer of
various operating division of the company as wholly owned subsidiaries, subject to
requisite approvals. However, the scheme was withdrawn due to chandes in t

business environment and the scheme is t

ARInfra-D submits that for the FY 204K, the income tax return was filed on Sept
30, 2011.Tax Audit Report fétY 20D-11 shall be submitted shortly.

RiInfra-D submits that the Income Tg@aid by the company as a whole is of no
relevance to regulatory allowances where Income Tax allowance is determined
separately for regulated business, by regulatory profit before tax considering

i ncome and all owabl e expenses. 0

3.23.17 Thereafter, the Commissiohad followed up with the petitioner on several
occasions for providing the required information sought for determining the claim
for Income Tax reimbursement, however, the said information was not provided
with. The detailed chronological sequence in whiahinformation sought and the

response obtained is as under:

I.  Computation of Income and Income Tax return sought in meeting held on
October 8, 2011.

Response obtainewVill be provided soan

II. Computation of Income and Income Tax return sought ietimg held on
October 25, 2011.

Response obtainewill be provided soon.

[ll. Detailed Computation of Income for the year 23040 and 2012011:
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Reply dated October 14, 2011,

AThe t ax FY BO®UO aresbeirg ffiled again due to withdrawal of-de
merger scheme. Also, our auditors are travelling and consequently not available at

present. We request more time for submission of Tax Audit Réports.
IV. Reply dated October 25, 2011nformation sought :

a) Copy of income Tax return filed for the ye20032010 and 2010
2011.

b) Computation of Income for the year 260910 and 2012011

Al't has been stated in our responses fi
2011 that Income Tax Return for FY 268®10 was filed for denerged entitie$

generatia, transmission and distribution, anticipating the-rderger of Rinfra.

However, as the dmerger scheme was later withdrawn, the revised Tax returns

for FY 200910 for RInfra as a whole are yet to be filed with the IT departident.
V. Reply dated Noverdr 4, 2011
Same as reply dated October 25, 2011.
VI. Additional Clarification sought letter dated January 22, 2012:
a) Computation of Income for the year 202010:

AWith reference to the response sent earlier, Rifraould like to reiterate that
revisal Income Tax Returns for FY 20@0 due to withdrawl of demerger scheme
I's yet to be filed. The relevant docun

Commission, as and when the returns are filed.

b) Even if the revised return is not yet filed, the semaraturn filed for
de-merged entitiesgeneration, transmission and distribution should be

submitted.
R Infra Response: Not responded.

C) Copy of Income Tax assessment order for the financial year 2008
and 20092010 should be submitted.

R-Infra Respoge: Refer to response for clause a)
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3.23.18

d) The petitioner had provided the 6Cc
20102011 for the company as a whole.

I n this regard, pl ease provide the

|l ncomed and OMAT wor kingbé6,

- Mumbai Licensed area operations. -lGD segment wisei
including HO/SS allocation )

- Other Than Mumbai licensed area operations.
- Total operations.
R-Infra Response:

AThe book profit of the Company is arrived at after considering all the business
activities asa whole. The book profit cannot be computed separately for
Generation or Transmission or Distribution for the purpose of Income Tax
Returns, as per section 115 JB of the Income Tax Act. The relevant extracts are

reproduced herein below for ready refererice:

VII. Additional Clarification sought letter dated February 7, 2012.
No response.

VIII. Additional Clarification sought letter dated February 10, 2012.
Required Information not provided.

IX. E-mail received on February 11, 2012.

AAs | understand we have given answers to all the queries of Mr nikumbh on
Income tax. As you can see from our responses that we are following ATE
judgment and MERC orders of the past which is well settled position. However it
appears from the repeating ques of mr nikumbh that he wants to deviate from
ATE judgment and MERC orders. In my view he is unable to distinguish company's
financial accounting (for all businesses) and regulatory accounting for licensed
business which is adequately addressed by Aigment and adopted by MERC

in toto. In such a circumstance we hope that Hon'ble commission may guide him on

the issua

As woul d be apparent ; the entire focus

which as peLicenseei has been est atindtaxadddabed offthat ¢ al
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3.23.19

3.23.20

3.23.21

the contention that the data on actual should not be insisted upon. It is critical to
note the basic principle as laid bytHeo n 6 b | ies AGtE paragraph 14
A P T E Uudlgementlated Februarg4,2011 in the matter of T®T, which reads

as under;

AThus the iIintent of the Regul ations is
transmission licensee in the business of transmission is included in the ARR and
the licensee does not gain or lose on account of income tax whighass through

in tariff .o

The Commission is of the opinion that it is not an objective of any of the
authorities to establish method but the objective is to determine the actual tax
impact on the business bicenseeand allow that as expense. The metbothes

in play only to determine this actual tax impact as means to achieve the said
fundamental goal and method itself is not the end goal in itself. It is clear that
Licenseeds insistence on assuming that

and denibof information based on such self presumption is unwarranted.

From the limited records submitted prisfaxie there are carried forward losses in
some segments, MAT payments and MAT credit utilization all of which have tax
impact which cannot be calculdtevithout details called for. It is relevant to note

here that if losses in any regulated segment have been used as tax shield in the
other segments there will be fact tax recovery from Licensee for that regulated
business following converse ¢t o n 6 ATE dudgementvherein tax shield of
nonregulated business was mandated to be added as tax impact of regulated
business. Therefore the argument of Licensee that the claim is NIL may be
misleading and it may be ifact a case where tax shield recovery isdirto be

prevented by non submission of complete information.

As can be seen there has been fair amount of follow up on this issue with the
Licensee Considering the fact that out of information sought; statement of
computation of tax, income tax retuited is really mandatory statutory filings and

the segmental breakup is obviously the base on whicenses would have
staked their claim for reimbursement; inability of theenseeto produce these

evidentiary documents is incomprehensible. Furthenftiee mail dated February
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11, 2012 as quoted above it is apparent that Licensee has gone to the extent of
advisingthe Gmmission onthe course of action rather than to take efforts for
submission ofrelevant information sought. The approach of Licenseeadly
appears to be stonewalling the fact finding on tax issue and thereby-fpdima
presumption is against thieicenseeon that count. However in spite of this
apparently defiant attitude, to be just and fair toltitenseeconsidering that they

may have some issues in record retrieving, the Commission is of the opinion that
the Licenseeshould claim income tax aftat is able to produce theelevant
information sought for, because the pres@rders cannot be held back on this

account.

3.23.22 Based on thebservations in &a3.23.20above the Commission is of the opinion
that Income Tax aspect needs to be kept in abeyance with the right to pass order
for recovery of tax shield arising out loss of respective regulated segments to other
business segments, if any, found to be so utilised by the Licensee on submission on
records. For the purpose of this Ordeéhe income tax approved by the
Commission folFY 20-10 is shown in théable below.

Table 47: Income tax for FY 2009-10 (in Rs. Crore)

i%péoé?dd (—:T As per Allowed after
Particulars dated July Rinfra-Do6 s| Final truing
29, 2011 claim up
Income Tax 121.70 ) i

3.24 Non tariff income

3.24.1 Rinfra-D stated that the actual Ndrariff Income forFY 200-10 has been Rs.
111.52 Crore. The Commission, in the Order in Case No. 72 of 2010 held that
RiInfraD has not included Rs. 10.45 Crore in Nbariff Income on account of
Interest onDelayed Payment. In this regard, RiInfdasubmitted that in its
response to pr&VS queries asked by the Commission, it responded clearly stating
that Rs. 10.4%roreo f |l nt er est on del ayed payment
Cust omer D u e st &20.i ltnwast ohlye aftef addimgeahat value that the
amount of NorTariff Income forFY 200-10 worked out to Rs.111.52 Crore.

Hence, the Commi ssi on 0 sTarifftncomeisFY @060- o f t h e
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10 again clearly amounted to double accounting. i&lDf accordinglyprayed to
the Commissiorthat the actual Neitariff Income of Rs. 111.5Zrore may be
permitted forFY 2000-10.

3.24.2 The Commission observed that in data forms designed for tariff filings; Non tariff
i ncome has separatemiteef nambedpoRecoveT§
noticed that RInfreD has not shown any amount against this h&ads reply to
the objection raised by the consumerandihe meet i ng hel d at t|
office, representatives oRInfra-D have informed that theamount of Rs. 17.20
Crore recovered through vigilance drives has already been considered in the
revenue from sale of electricity fétY 200-10. TheElectricity Duty and Tax on
Sale of Electricity (TOSE) on the amount recovered have been of Rs. 2.73 Crore
for FY 20M-10, which in turn has been factored in tbe&al Electricity Duty and
ToSE deposited with the State Government.

3243 As per the Commissionds Vview, data form
provide for 60Recovery £ rthe maidtamaurt of Re. f p OV
17.20 Crore shall be part of O6non tarif
el ectr FX20®-106 f or

3.24.4  Further in reply to the query raised by the Commission, Ri&fraubmitted the
details of other/miscellaneous receipft5.10 Cr as under:

Table 48 Miscellaneousreceipts forFY 2009-10 (in Rs. Crore)

Miscellaneousr eceipts Wires Retail Total
Miscellaneous Incomi Others (1.36) 4.00 2.64
Liquidated Damages recovered 3.77 - 3.77
Asset Usag®ecovery 0.01 0.11 0.12
St.Light Maint.Chgs - 38.57 38.57
Total 2.42 42.68|  45.10

3.24.5 The Commission observed that some items in Non Tariff Income were stated
negative. RInfreD was asked to justify the same.

MERC, Mumbai Pagel24o0f 220




Case No. 26 of 2011 MERC Order forTruing Upof FY 200910 and APR of FY 20101

3.24.6 RInfra-D submitted that it represented revershlcertain amounts received from
consumers and also due to transfer of some income from wires to retail or vice

versa.

3.24.7 The Commission noticed that fBlY 2000-10, in retail data formats submitted with
its Petition Non tariff i ncome RS-0.36rCroré.sSadhe o f
negative amount represents that while selling the scrap the amount is paid to the
purchaser along with the scrap. RInDawas asked to provide explanation for

such negative income.

3.24.8 RInfra responded that negative amount represéritso s s on sal e of
(negative) amount of Rs.0.36 Cr shown u
the loss on sale of assets. The same needs to be combined with the amount under
the head 6 Pr of it/ Loss on sale ofapcdiBss@36s 6. T
Crore was on account of sales of Meggc.

3.24.9 The Commission further highlighted that in the forms designed for tariff filings;
Non tariff income has separate items na
of assetso. T hed that RIninsld hassshaovn 'Prafibftom Sale of
assets/scrap’. However, there was no amount mentioned showing the proceeds
from sale of assets/scrap. Rinfbawas asked to clarify that how has it accounted

for the proceeds from sale of assets/ scrap.

3.24.10 RInfra-D responded that assets are retired due to obsolescence, damage, scrapped,
etc. While retiring an asset, the proceeds received from sale of asset/scrap, is
adjusted against the net asset value (as on date of sale of assets). The same is
reflected as raattion from Gross block and depreciation block. At the time of
retirement, the difference between the balance depreciable value and the realisation
from sale of scrap is adjusted in the profit/ loss on account of sale of assets. The
same becomes part ofetiNonTariff Income (profit or loss on sale, as the case

may be).

3.24.11 The Commission notes RInfdad s r epl y. The summary of

approved by the Commission is shown below:
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Table 49: Non tariff income for FY 2009-10 (in Rs. Crore)

Approved in APR Allowed after
Particular Order dated July Actual Final truina u
29, 201 gup
Non tariff income 126.01 111.52 128.72
3.25 Revenue from Sale of Power

3.25.1 RInfra-D submitted that the actual revenues earned through tarif¥ in0(-10
are Rs. 5086.41 Crore. As the retail tariffs approved vide Tariff Order dated June
15, 2009 remained partially stayed throughbBdt 20(-10, the revenues iRY
2000-10 have been significantly lower than what were originally approved by the
Commission.Another factor negatively impacting revenueshy 200-10 has
been the changever of predominantly cross subsidising consumers to-DPC
since November, 2009. RInfia submitted that this amount included power factor
and load factor rebate/penalties &@dS and prompt payment discounts. Further,
Rinfra-D added that Tax on Sale of Electricity (TOSE) has not been considered as
part of ARR or Revenue as it has been passed through at actual, as per the

prevailing practice.

3.25.2 In the meeting held at the Commissié s  adpresertatives drInfra-D have
informed that income against recovery from theft of powerHdr200-10 has
been factored into the revenue from sale of power along with the assessed sales
against respective consumer category. However, asdstatthe previous section,
the Commi ssion has <classified the amou
i ncomed instead of Or evd¥ ROD-1G. Mweovers al e o0
the sales assessed while booking such revenue shall be reduced fratalthe t
sales, as such sales do not represent actual supply of energy to the consumers
during FY 200-10. In absence of the actual quantum of sales booked while
booking income against recovery from theft of power, the Commission has derived
such sales quanturoy applying ABR of FY 20-10 over the said recovery.
However, the Commission directs Rinftato submit the assessed sale actually

booked by it immediately withione monthfrom the date of issue of this Order.

MERC, Mumbai Pagel260f 220



Case No. 26 of 2011 MERC Order forTruing Upof FY 200910 and APR of FY 20101

3.25.3

3.254

3.25.5

3.26

3.26.1

3.26.2

The Commission observed that while compgtievenue, Rinfrd has reduced
the revenue billed to the extent of discount on ECS payment, discount on internet

payment and discount for Prompt Payment.

The Commission asked RInfiato submit the details of Load Factor Incentive, PF
Penalty, PF Incenta; ECS discounts, Internet payment discounts and Prompt
payment discounts awarded to the various categories of consunkef<2000-10.
RinfraD submitted the category wise details out of which total ECS and internet
payment discounts fdfY 200-10 amourd to Rs. 1.58 Crore.

In the schedule of electricity tariffs férY 2009-10 issued with it©rderin Case

No. 121 of 2008, the Commission allowed discounts/ incentives only on specific
items namely Power Factor Incentive, Prompt Payment Discount, Load Factor
Incentive. Therefore, the practice of Rinfdato provide further discounts is
beyond a redatory requirement. Therefore, the Commission has not allowed
discounts given for internet and ECS payments to be passed through to the
consumers. Therefore, the Commission adds back Rs. 0.4 Crore of discount on
ECS payment and Rs. 1.58 Croreiofernet myment to the tariff revenues as
submitted by RInfreD. Therefore, finally approved revenue from sale of electricity
for FY 2000-10 stands as shown below:

Table 50: Revenue from sale of power foFY 2009-10 (in Rs. Crore)

. Approved in AII_owed gfter
Particular s APR Actual Final truing
up
Revenue from sale of power 5,086 5,086 5,071

Income from wheeling charges

RinfraD submitted that in addition to the revenues from tariff, it has earned
revenue by way of Wheeling Charges Y 20®-10, from consumers who
received supply from TPO using the wires network of RInffa. This revenue is

Rs. 15.26Crorein FY 2000-10.

The same was verified from Scheddl@ of the Audited Accounts of RInfa and

found to be accurate. Accordingly, ther@mission approves the same.
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Table 51: Income from wheeling charges foFY 2009-10 (in Rs. Crore)

Allowed after
Final truing up

Income from 15.26 15.26 15.26
wheeling charges

Particular Approved in APR Actual

3.27 Income from other businesses
3.27.1 RInfra-D has not submitted any income from other businessésyf@0-10.

3.27.2 In regard to the income from other businesses, Tariff Regulations, 2005 provides

as follows:

fi65 I ncome from Ot her Busi ness

65.1 Where the Distribution Licensee has eeghin any Other Business, an
amount equal to onthird of the revenues from such Other Business after
deduction of all direct and indirect costs attributed to such Other Business shall be
deducted from the aggregate revenue requirement in determining/beling

charges of the Distribution Licensee:

Provided that the Distribution Licensee shall follow a reasonable basis for
allocation of all joint and common costs between the Distribution Business and the
Other Business and shall submit the Allocatiortesteent to the Commission along

with his application for determination of tariff:

Provided further that where the sum total of the direct and indirect costs of such

Other Business exceed the revenues from such Other Business or for any other
reason, no amau shall be allowed to be added to the aggregate revenue
requirement of the Distribution Licensee

f79 I ncome from Ot her Busi ness

79.1 Where the Distribution Licensee has engaged in any Other Business, an
amount equal toonethird of the revenues from such Other Business after

deduction of all direct and indirect costs attributed to such Other Business shall be
deducted from the aggregate revenue requirement in calculating the revenue

requirement from retail sale of elertty of the Distribution Licensee:
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3.27.3

3.27.4

3.27.5

3.27.6

Provided that the Distribution Licensee shall follow a reasonable basis for
allocation of all joint and common costs between the Distribution Business and the
Other Business and shall submit the Allocation Statemehet€@bmmission along

with his application for determination of tariff:

Provided further that where the sum total of the direct and indirect costs of such
Other Business exceed the revenues from such Other Business or for any other
reason, no amount shall ballowed to be added to the aggregate revenue

requirement of the Distribution Licensee on account of such Other Business.

Provide also that nothing contained in this Regulation shall apply to a local
authority engaged, before the commencement of the Acthe business of

di stribution of electricity.o

There have been numerous instances where authorised consumer representatives
have highlighted the issues regarding o:
building located in Santacruz and land on whichsitsituated. Therefore, the
Commission finds it relevant to consider such matter under the present proceeding
while reviewing RInfraD 0 s performance and rel evant

associated to it.

With reference to the income from other businessesCtramission has asked
RiInfra-D whether RInfraD own the building in Santacruz where it used to have its
corporate office. The Commission inquired from RIAravhether there is any
other entity using that building presently? If yes, what was the leasauggament

with it and what was the lease/ rent income?

RinfraD responded that the building in San
The building is a corporate asset and is not shown in the asset base oCR(oifra

G or T, for that matter). Some departments of RiEfraccupy the building for

which RiInfracorporate does not charge any lease rental to RIhflauring the
meeting held at t hmepreséhtatives idRindra-Do medtwned f f 1 c e
that the said building also houses the offices of other group companies of the same

promoter.

The Commission further asked RInibawhether there was any contribution by the

consumers of erstwhile BSES through ARR or any other mechanism for the said
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building in Santacruz. Also, Rinfra was asked to clarify that when this building
was transferred fra the regulated business to the corporate. RIDfresponded

that the said building is not being part of the asset base of regulated business
(Distribution, Generation or Transmission) of Rinfra, the costs related to the
building are not included in theRR (or any other mechanism) for recovery from

the consumers.

3.27.7 The Commission further asked RImrato clarify that who was the owner of the
said building when it was established? Was the entity, owning that building prior
to REL/ RInfra, a regulated enti What were the areas of its regulated business?
Who owns that building as of now? Is that entity under regulatory purview?
RinfraeaD was asked to establish if the said building was a part of the regulated
business. In case it was not, when the building ts@nsferred out of the regulated
business and what was the cost impact of the same on the ARR of the regulated

business.

3.27.8 RInfraD mentioned that the said issue has been addressed in the past in Case No.

40 of 2009. The query and the response theret®fisllawed:

Query: 19.As highlighted by me during the hearing, clarity is required on some
specific Assets such as the Reliance Energy Centre building on the Western
Express Highway in Santa Cruz (E). This was very obviously a building (asset)
belongingto the erstwhile Bombay Suburban Electric Supply Co Ltd. However, in
the list of assets submitted to the Hon'ble Commission during the course of the

present hearing, this asset does not appear in the list. "

Response!With reference to para.29 (should leleen para 19), it is denied that
Reliance Energy Centre is an asset of R Infra D or T. There is no question of the
same being an asset merely because it is the Registered Office building as alleged

or for reasons alleged or at all.”

3.27.9 The Commission obsess that RInfreD has noteplie d t he Commi ssi ono
satisfactorily. Also, the Order in the referred Case No. 40 of 2009 does not have
any mention on the matters related to ownership of the said building/ land on
which it is situated.
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3.27.10 As a part of he separate query regarding Fixed Assets of RDDfrahe
Commission asked RInf to furnish the list of fixed assets and buildings or land
offered as a security or ranking as a pari passu charge for the credit facility, if any.
In its response, RInfr® submitted that following specific premises at Mumbai
have been offered as a security or ranking as a pari passu charge for the credit

facility.

a) Land and Buildings located at C T S No 34, F P No 61, T P S V, Santacruz
(east), Mumbai

b) Flat located at 2nd Bbr, Nagin Mahal Building, 82, Veer Nariman Road,
Mumbai 400 020 and

c) Office premises located at 6th Floor, Nagin Mahal Building, 82, Veer Nariman
Road, Mumbai 400 020

3.27.11 From above mentioned observations, it is evident that Rfinas not denied the
ownersip of the land in Santacruz and various building(s) situated on that land.
Moreover, said building(s) also hogsthe offices of other group companies of
same promoter. In such case, the consumers of RIné@an rightfully expect rent/
lease income as @art of income from other businesses under the Tariff

Regulations, 2005, which shall reduce the net ARR and tariffs consequently.

3.27.12 For the purpose of Final True up fétY 200-10, the Commission has not
considered any income on account of other busineslesgever, the Commission
directs RInfraD to make detailed submission on the said matter immediately
within one monthfrom the date of issue of this Order and establish that there
can/ cannot be any income under Oismmcome
may lead the Commission to consider a representative amount for the past years

while issuing the next Order on Tariff matters for RIFra

3.28 Sharing of Efficiency Gainsand Losses forFY 2009-10 due to Controllable
Factors

3.28.1 RiInfraD categorised all thexpenditure as uncontrollable and hence, did not

propose to share the gains and losses for the controllable heads of expenditure. The
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relevant provisions under the Tariff Regulations, 2005, stipulating sharing of

gains/losses due to controllable factorsraproduced below:

A17.6.2 Some illustrative variations o
of the applicant which may be attributed by the Commission to controllable
factors include, but are not limited to, the following: (a) Variations in capital
expenditure on account of time and/ or cost overruns/efficiencies in the
implementation of a capital expenditure project not attributable to an
approved change in scope of such project, change in statutory levies or force

majeure events;

(b) Variations in €chnical and commercial losses, including bad debts; (c)
Variations in the number or mix of consumers or quantities of electricity
supplied to consumers as specified in the first and second proviso to clause (b)
of Regulation 17.6.1; (d) Variations in wamk capital requirements; (e)
Failure to meet the standards specified in the Standards of Performance
Regulations, except where exempted in accordance with those Regulations; (f)
Variations in labour productivity; (g) Variations in any variable other than
those stipulated by the Commission under Regulation 15.6 above, except
where reviewed by the Commission under the second proviso to this

Regul ation 17.6. é

eée

19.1 The approved aggregate gain to the Generating Company or Licensee on
account of controllale factors shall be dealt with in the following manner: (a)
Onethird of the amount of such gain shall be passed on as a rebate in tariffs
over such period as may be specified in the Order of the Commission under
Regulation 17.10; (b) In case of a Licenserethird of the amount of such
gain shall be retained in a special reserve for the purpose of absorbing the
impact of any future losses on account of controllable factors under clause (b)
of Regulation 19.2; and (c) The balance amount of gain may lmedtat the
discretion of the Generating Company or Licensee.

19.2 The approved aggregate loss to the Generating Company or Licensee on

account of controllable factors shall be dealt with in the following manner:
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(a) Onethird of the amount of such lossay be passed on as an additional
charge in tariffs over such period as may be specified in the Order of the

Commission under Regulation 17.10; and

(b) The balance amount of loss shall be absorbed by the Generating Company

or Licensee. 0

3.28.2 The Commission is of the view that all expenditure and revenue heads cannot be
considered as uncontrollable, which would mean that the Licensee has no control
over any of its activities, particularly when this is a regulated business, and the
actual allowale costs have to be passed through to the consumers. The
Commission has considered certain controllable expenses and revenue for
computing the sharing of gains/losses in accordance with the provisions of Tariff
Regulations, 2005, as elaborated in theofeihg paragraphs.

3.28.3 0O&M Expenditure: The actual O&M expense férY 200-10 as approved by the
Commission after final truap is Rs. 626.21 Crore as against earlier approved
expense of Rs. 622.27 Crore and the actual expenditure of Rs. 627.25 Crore as
submited by RInfraD.

3.28.4 In case of employee expenses as discussed in3Ht&h the Commission has
computed the efficiency losses as Rs. Iddre sirnce the actual expenses have
been higher than the levels approved in this Order, and the same has been shared in
the proportion specified under the Tariff Regulations. As regards A&G expenses
and R&M expenses, the actual expenditure has been same anthdeied in the
Order, which has been allowed as RIAfid s submi ssi ons t hat
been due to uncontrollable factors has been accepted. Hence, there is no sharing of
gain/loss on these heads of expenditure. The summary of sharing of effigency
is shown in theable below
Table 52 Sharing of loss: O&M expenses fowire and retail businessfor FY 2009-10
(in Rs. Crore)

A_pproved » Efgc;?nr}cy
‘ in APR AIIowgad Efflcu_ancy (Loss)

S.No. Particulars Order Actual afte_r Final Gain/ shared

dated July truing up (Loss) with
a2 consumer

1 Employee expenses 339.45 344.43 343.39 (1.04) (0.35)
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2 A&G expenses 124.98 124.98 124.98 - -
3 R&M expenses 157.84 157.84 157.84 - -
3.28.5 Interest on working capital: In case of interest on working capital as discussed in

3.28.6

Para3.18.9 the Commission is of the view that by implication, RIrrahas
managed to meds working capital requirements by its own operational efficiency
for FY 20(-09, and has minimised the working capital requirement itself, and has

not actually relied on any funds to meet its working capital requirement.

By virtue of the provisions ithe Tariff Regulations, it follows that if the actual
working capital requirement is higher/lower than the normative level of working
capital, then the difference between the actual working capital requirement and the
normative working capital requirementll have to be treated as an efficiency
loss/gain as the case may be. The Commission has therefore, computed the sharing
of gains/losses on the basis of normative working capital interest and the actual
working capital interest incurred, which in this eas zero, since this is a
controllable parameter. The normative interest on working capital and CSD
approved by the Commission considering other elements of expenses as approved
after truing up, works out to R987 Crore for theretail businesand Rs.15.72

Crore for the Wires business, which has been considered as an efficiency gain and

shared between thecenseeand the consumers.

Table 53 Sharing of gain: Interest on working capital and CSD forwire and retail
businessfor FY 2009-10 (in Rs. Crore)

Efficiency

S.No.

Particulars

Approved
in APR
Order

dated July
29, 2011

Actuals
(Revised
by
Commissi
on)

Allowed
after Final
truing up

Efficiency
Gain/
(Loss)

Gain/
(Loss)
shared
with
consumers

Interest on
working capital
andCSD (Retail)

54.51

17.15

59.87

42.72

14.24

Interest on
working capital
and CSD (Wires)

15.70

15.72

15.72

5.24

Total

70.21

17.15

75.59

58.45

19.48

3.28.7

Distribution loss achievement:RInfraD reported that th€ommissionvide its

Orderin Case No. 72 of 2010, reset the target losseBYo2006-07 as 12.10% in
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view of theJudgmentby t he Hondéble ATE in Appeal
determined corresponding efficiency gains thereon. IfPéstion RinfraD had

also cited theJudgmentwhich stated that target losses foY 2007-08 should be
retained at 12.10%. Further, considering a trajectory of 0.25% reduction per annum
in losses, RInfrdD had considered target losses Fof 20B-09 andFY 200-10

as 11.85% and 11.60% respeely. However, in the said Order, the Commission
did not acceptRInfl 6 s p | e a astatd theltarget lossedeY 2067-08.
Similarly, the Commission did not consider the target loss level as sought by
Rinfra-D for FY 2008-09 andFY 20(®-10. Rirfra-D stated that without prejudice

to its rights in respect of the said decision of the Commission, Rinfras, for the
purposes of Finatue up computed distribution loss efficiency gains Ff 2000-

10 based on the target losses of 10.5% as approydgtie Commission in the
Tariff Order of June 15, 2009.

3.28.8 As discussedide its Orderin CaseNo. 72 of 2010, the Commission has clearly
enunciated its views as regards the distribution loss norm to be considered for
RinfraD for FY 2000-10. Accordingly, tle Commission has estimated the
efficiency gain on account of distribution loss by considering the normative level
as 10.50% forFY 200-10. In this Order, the Commission has approved
distribution loss for RInfrd duringFY 20M-10 at 10.38%. Considerinpé target
distribution loss, RInfrdD has been able to reduce the losses to a value lower than
that approved by the Commission and thus have incurred an efficiency gains to the

extent of lower distribution loss of 0.12%.

3.28.9 In this Order, the Commission hasmputed the efficiency gain due to higher
distribution loss reduction based on the actual average billing rate of Rinfra
FY 200-10, as shown in thiable below

Table 54: Sharing of gain: Lower distribution losses forretail businessfor FY 2009-

10

Particulars Unit Amount
Energy Input D System MU 9,483.88
Distribution loss target % 10.50%
Distribution losg actual % 10.38%
Total energy saleswith target loss MU 8,488.08
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Particulars Unit Amount
Less: Changeover sales MU 207.80
Net energy saleswith target loss MU 8,280.28
Approvedsales- own cons. MU 8,29197
Incremental sales MU 11.69
ABR Rs/kWh 6.12
Total efficiency gains Rs. Crore 7.15
Passed on to consumers Rs. Crore 2.38
Balance Efficiency gains Rs. Crore 4.77

3.28.10 In accordance with the above analyses the sharing of efficiency gains/ (losses) in
relation to Employee expenses, interest on working capital and distribution gain
will be allowed to pass through to the consumers. The summary of efficiency

gains/ losseallowed by the Commission to be passed on to ARR are as below:

Table 55: Summary of efficiency gain/loss to be considered in ARR fowire and
retail businessfor FY 2009-10 (in Rs. Crore)

S| No. Particulars Amount
1 Efficiency losspassed on to Consumers on account of higher 0.35
Employee expenses (added to ARR) '
5 Efficiency gain passed on to Consumers on account of lower (19.48)
interest on working capital (reduced from ARR) '
3 Efficiency gain passed on tdacenseeon account of lower 477
distribution losses (added to ARR) '
Total Efficiency gain to be passed on to ARR (14.71)

3.29 Aggregate Revenue Requirement and Revenue Gap fBiY 2009-10 after

truing up

3.29.1 The Aggregate Revenue Requirement for Wires Busines&YoR0M®-10 after

final truing up is summarised in the table below.

Table 56: ARR for Wires business forFY 2009-10 (in Rs. Crore)

Approved
S in APR Allowed
: Particulars Order Actuals after Final
No. i
dated July truing up
29, 2011
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Approved
S in APR Allowed
N : Particulars Order Actuals after Final
0. i
dated July truing up
29, 2011
A Expenditure
1 power purchase Expenses ( including ) ) )
interstate transmission charges)
2 Operation & Maintenance Expens 434.21 437.16 436.46
2.1 Employee Expenses 201.84 204.80 204.10
2.2| Administration &General Expense 80.77 80.77 80.77
2.3 Repair & Maintenance Expenses 151.60 151.60 151.60
Depreciation, including advance
3 against depreciation 101.47 100.24 99.50
4 Interest on Londerm Loan Capital 82.73 82.80 80.07
5 Interest on Work_lng Capl'gal and on 15.70 15.73 15.72
consumer security deposits
6 Bad Debts Written off - - -
7 Other Expenses - - -
8 Income Tax 103.74 - -
9 Transmission Charges intrastate - - -
10 | Contribution to contingency reserves 6.50 6.41 6.50
Total Expenditure 744.35 642.34 638.26
Adjust: Gains/losses due to O&M
B expenses and loWC i i (5.01)
C | Return on Equity 185.94 186.71 184.01
Aggregate Revenue Requirement 930.29 829.05 817.27

3.29.2 The Aggregate Revenue Requirement for Retail Busines§YoR0M®-10 after
final truing upis summarised in thiable below
Table 57: ARR for retail businessfor FY 2009-10 (in Rs. Crore)
Approved
S in APR Allowed
: Particulars Order Actuals after Final
No. :
dated July truing up
29, 2011
A | Expenditure
1 | Power purchase Expenses (including ;517 95/ 425386  3.978.05
interstatdransmission charges)
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Approved
S in APR Allowed
: Particulars Order Actuals after Final
No. .
dated July truing up
29, 2011
2 Operation & Maintenance Expens 188.07 190.09 189.75
2.1 Employee Expenses 137.61 139.63 139.29
2.2 Administration & General Expense 4421 4421 4421
2.3 Repair & Maintenance Expenses 6.25 6.25 6.25
3 Dep_rematlon, |r_1cl_ud|ng advance 1239 2399 19.98
against depreciation
4 Interest on Londerm Loan Capital 10.23 12.67 9.75
5 Interest on Work_lng Caplt_al and on 5451 57 21 5987
consumer security deposits
6 Bad Debts Written off 7.75 13.56 7.75
7 Other Expenses - - -
8 Income Tax 17.96 - -
9 Transmission Charges intrastate 183.72 183.73 183.73
10 | Contribution to contingency reserves 0.84 0.94 0.84
Total Expenditure 4,687.37 4,736.05 4,449.73
Adjust: Gains/losses due to O&M
B expenses and [oWC i i (14.13)
C Add: EfflClgncy gains for distribution ) 16.23 477
loss reduction
D | Return on Equity 18.77 20.14 18.66
Aggregate Revenue Requirement 4,706.14 4,772.42 4,459.02

3.29.3 The Aggregate Revenue Requirement and Revenue gap for-RifdraFY 2000-
10 afterfinal truing upis summarised in thiable below
Table 58 ARR and Revenue Gap for RInfraD for FY 2009-10 (in Rs. Crore)
Approved
S in APR Allowed
: Particulars Order Actuals after Final
No. ;
dated July truing up
29, 2011
A | Expenditure
power purchase Expenses ( including
1 interstate transmission charges) 4,211.90 4,253.86 3.978.05
2 Operation & Maintenance Expens 622.27 627.25 626.21
MERC, Mumbai Pagel38of 220



Case No. 26 of 2011

MERC Order forTruing Upof FY 200910 and APR of FY 20101

Approved
S _ in APR AIIow_ed
No. Particulars Order Actuals afte_r Final
dated July truing up
29, 2011
2.1 Employee Expenses 339.45 344.43 343.39
2.2 Administration & General Expense 124.98 124.98 124.98
2.3 Repair & Maintenance Expenses 157.84 157.84 157.84
3 | Deprediation, including advance 11386 12423 119.49
4 | Interest on Londerm Loan Capital 92.96 95.47 89.82
s |memaonwokgcwmon | joz| 728 7580
6 Bad Debts Written off 7.75 13.56 7.75
7 Other Expenses - - -
8 Income Tax 121.70 - -
9 Transmission Charges intrastate 183.72 183.73 183.73
10 | Contribution to contingency reserves 7.34 7.35 7.34
Total Expenditure 5,431.71 5,378.40 5,087.99
o | et Cansloses tue t O I s
C @g}ggﬁﬁgﬁy gaindor distribution ) 16.23 477
D | Return on Equity 204.71 206.85 202.67
Aggregate Revenue Requirement 5,636.42 5,601.47 5,276.29
E | Revenue
1 Revenue from Sale of Electricity 5,086.41 5,086.41 5,071.19
2 | Nontariff Income 126.01 111.52 128.72
3 Income from wheeling charges 15.26 15.26 15.26
Total Revenue 5,227.68 5,213.19 5,215.17
Revenue Surplus/ (Gap) (408.74) (388.28) (61.12)

3.29.4 Therefore, the Commission approves Bs12 Crore as Revenue Gap afferal
truingup for FY 200-10.

3.30

Revenue Gap Surplus
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3.30.1 RInfra-D submitted that the revenue gafAvi 20-10 was equal to the difference

between the revenue earned and the actual ARR, i.e., Rs. 388.28 Crore.

3.30.2 The Commission has 4@mputed the revenue gap, by considgrihe ARR
approved under the truing up exercise, and the revenue income considered by the
Commission, including nectariff income. Further, the Commission has also
considered the sharing of gains and losses due to controllable factors, as discussed
in earler paragraphs, while determining the revenue requirement of Hdnfoa
FY 20M-10. Thus, the incremental revenue Qgégurplus)after final truing up for
FY 200-10 works out to Rs.347.62) Crore, which makes final revenue gap for
FY 200-10 as Rs61.12 Crore.
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4 ANNUAL PERFORMANCE REVIEW FOR FY 2010-11

4.1 Provisional truing up for FY 2010-11

41.1 RinfraD, in its Petition in the present Case has sought for Annual Performance
Review forFY 2010-11. It was submitted by RInfia that as the financial year is
complete, the performance BfY 2010-11 is based on the actual data. Rlsra
submitted that the data is audited and
Directors. However, in it®etition Rinfra-D submitted that the accounts were yet
to be adopted subject to approval by tF
General Meeting to be held later. It submitted the performandeYo2010-11
comparing each element of expenditure and revenue wathagbproved by the
Commissiorvide its Orderin Case No. 72 of 2010 dated July 29, 2011 on Rinfra
D6s Annual Per f &Y 20@-h0card T&i# DateemmatibnofdfY
2010-11.

4.1.2 The Commission will undertake the Firteling upfor FY 2010-11 once RinfreD
communicates the adoption of its Audited AccountsH6r2010-11. In this Order,
the Commission has carried out Provisiomaing upfor FY 2010-11 on the basis
of provisional actual as submitted by RInrfdba The Commission clarifies &b the
computation of sharing of gains and losses due to controllable factors will be

undertaken only at the Fineile upstage.

4.2 Sales

42.1 RiInfra-D submitted its actual sale FY 2010-11 along with the energy as sold by
TPGD to consumers who have migratad TPGD supply but remaining
connected on RInfr® network duringFY 2010-11. RInfraD submitted that the
actual sale to own consumershiY 2010-11 was 7449 MU. The sale to change
over consumers was 1,662.78 MU. RlaDafurther stated that this numbkas
been accounted by MSLDC in its IBSM statements. Since the same is the grossed
up value at T<>D interface, the corresponding number at consumer level works out
to 1,559.47 MU. The breakp of sales to each category of consumer aleitig

own sale of RIfra-D is shown below:

MERC, Mumbai Pagel4lof 220



Case No. 26 of 2011

MERC Order forTruing Upof FY 200910 and APR of FY 20101

4.2.2

4.2.3

Table 59: Energy sales ofown and migrated consumers duringFY 2010-11 (in MUs)

Consumer Category Own Sales | Migrated Sales | Total Sales
LT Category
Below Poverty Line (BPL) -
LT I (Residential) 4,436
LT Commercial 1,927
LT Il (below 20 kW load) 140
LT IV (above 20 kW load) 267
LT V (Advt & Hoardings) 3
LT VI (Street Light) 55
LT VIl (Temporary) Others 104
LT VIl (Temporary) Religious 2
LT VIl (Crematorium) 1
LTIX (Agriculture) 0
LT Total 6,936 951 7,887
HT Category
HT | (Industrial) 198
HT Il (Commercial) 278
HT Il (Housing) 27
HT Temporary 10
HT Total 513 609 1,121
Total Sales 7,449 1,560 9,008

The Commission has confirmed sales to chamgsa consumers witMSLDC.

The Commission observed that while reporting income against recovery from theft

of power forFY 2010-11, RInfraD has factored in assessed revenue along with

assessed sales against respective consumer category. The Commission is of the

view thatsuch sales do not represent actual supply of energy to the consumers

duringFY 2010-11. Therefore, the sales assessed while booking such revenue shall

be reduced from the total sales. In absence of the actual quantum of sales booked

while booking income anst recovery from theft of power, the Commission has

derived such sales quantum by applying ABR of Rs. 5.98 per uriYf@010-11
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4.2.4

4.3

431

4.3.2

over the said recovery of Rs. 17.80 Crore, which results in sales of 29.79 MU.
However, the Commission directs Rinfbato submit actually assessed saeas

booked by it immediately withione montHrom the date of issue of this Order.

In view of the above, the Commission approsakes to own consumeas shown

below:

Table60: RInfra-D 6 s s &Y 201-11liafter provisional true up (in MUSs)

Particulars Quantum

LT Sales 7,887
HT Sales 1,121
Total Sales 9,008
Less: Sale to changsver consumers 1,560
Total Sales to RInfr® consumers 7,449
Less: Adjustment due to recovery of

theft charges (30)
Total Sales approved for RInfraD 7,419

Distribution losses and energy balance

RinfraeD submitted that with continuous efforts in improving operational
efficiency in distribution system, the distribution losses have been contained at
9.05% forFY 2010-11. The computation of losses is based on the difference
between total energy input and total energy exiting RibBfraystem. RInfreD
submitted that total energy entering at T<>D interface is as determined from IBSM
statements of MSLDC. Total energy exititige system is the sum of RIn{Ea

sales of 7,448.44 MU and energy consumed by chamngeconsumers of 1,559.47

MU, as shown eatrlier.

RinfraD further apprised the Commission that the computation of actual losses
using input and output energy durify 2000-10 andFY 2010-11 was critically
dependent on how energy consumed by migrated consumers was accounted by
RInfraD and TPCGD. The process of recording energy consumption and settlement

of energy recorded by RInfi2 and TPGD for the purpose of energy laalce has
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4.3.3

stabilized over time. For a few months after chaoger started in late 2009,

billing process of changever consumers had issues such as
a) Large number of unbilled consumers by FBC

b) No proper definition of data sharing between Rkraand TPCD and
settlement of difference in readings

c) Mismatch in reading cycles for several types of consumers between the two

Licenses and issues relating to multiplying factors

Rinfra-D stated that deito such issues, it is possible that part of sale to change
over consumers by TRD in FY 200-10 could have reflected iRY 2010-11 and
naturally it will affect the computation of losses and result in showing higher losses
in FY 200-10 and lower inFY 2010-11. RinfraD further mentioned that the
process is by and large stabilized now and the agreed readings betweBnafidC
Rinfra-D are sent to SLDC for IBSM accounting. Hence, there would not likely to

be any issue affecting system loss computation #yn2011-12 onwards.

Table 61 RInfra-D 6 s

submi ssi on

o IiFY 2010-é1r g y

Particulars Unit Notation Amount
HT sales for migrated consumers MU | A 609
HT loss for migrated consumers % 1.50%
ET migrated sales grossed epergy at T<>D MU C = A/(1-B) 618
oundary
LT sales for migrated consumers MU D 951
LT loss for migrated consumers % E 9.00%
LT migrated sales grossed up at T<>D boundga % F = D/(1-E) 1,045
Ig;z;lu'[:::s) energy attributable to migrated MU G =C+E 1,663
Energy input to RInfraD system MU H 9,904
Net T<>D energy attributable to RInfia sale MU I=Hi1 G 8,241
Approved sales to RInfrB consumers MU |J 7,448
Total energy sales in RInfia system MU |K=J+A+D 9,008
Distribution loss irRInfra-D system % L =1K/MH 9.05%

bal ance
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Particulars

Unit

Notation

Amount

Total power purchaser RinfraD consumersit

INSTS boundary

MU

9,904

4.3.4

4.3.5

4.3.6

4.3.7

4.3.8

4.3.9

The Commission has considered the Interim Balancing and Settlement Mechanism

(IBSM) statements for each month BfY 2010-11. These are the statements

prepared by the Maharashtra State Load Despatch Centre (MSLDC) indicating

total energy entering at G<>T interface, T<>D interface and changiesales.

For FY 2010-11, RInfraD accounted the energy drawn for its oeonsumers at

T<>D interface as 8241MU which matches with details of IBSM statement.

Rinfra-D reported that the sales to chaiuyer consumers were 1662.78 MU at

T<>D interface which was arrived after grossing up the actual retail sales of
1559.47 MU by wheling losses of 9% at LT level and 1.5% at HT level

previously approved by the Commissidfor changeover sales folFY 2010-11,

the Commission verified the RInf& 6 s

However,

the Commission observed certain discrepanaesRInfraD 6 s

s u

submission®n inputenergy whi ch d
FY 2010-1 1 , t he
source as per IBSM statement did not match with the quantum of 585.53 MU

submitted by Rhfra-D in its Petition Also, IBSM shows energy input at G<>T

energy

b mi

0] n

nput

S Si

ot

of

on and found

match with MS

218.63

MU u

interface as 8612.70 MU whereas Rlnfbchas mentioned the same as 8641 MU
in the form F2.1 of retail data formats. This results in a difference of 28.30 MU.

Rinfra-D was asked to clarify an@concile the energy balance numbers.

I n r e

sponse

energy input

IBSM statement. For the same, RiInfdahas submitted the affdit dated January

t

o the

from

0 Wi

n d

and

ot her o

@Dosobmittex] $hat dhe quantum wfe r y ,

Sour

9, 2012 mentioning the actual power purchase as 585.52 MU from RE sources for
FY 2010-11.

For mismatch in input energy at G<>T interface, Rhkidrgaubmitted the method

of energy accounting which is reproduced as below:
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i F & 20D-11, the transmission losses corresponding to Energy considered for

Rinfra-D in IBSM Statements is tabulated below.

Table62 RInfra-Dé6s submi ssion on met hé&W¥20®1l ener gy e

Source QL(J&T};Jm

G<>T Interface for RInfra -D:

DTPS 4,041.44
TPGG 1,273.17
Renewablé Wind 201.42
Renewable Non-Wind 384.10
Bilateral Purchase 3,266.31
Imbalance Pool (203.30)
Sale from TPGG on behalf of RInfreéD (21.51)
Banking (341.91)
Subi Total 8,599.72
Add: PepsiCo and ITC 12.85
G<>T (Total)- (A) 8,612.57
T<>D Interface for RInfra -D:

Gross T<>D Input 9,903.79
Less: Change over Consumers$D) (1,662.78)
T<>D attributable to RiInfra -D (Net) (B) 8,241.01
Transmission Losses = ({B)/A)*100 4.314%

The IBSM computations shown above consider the contracts of PepsiCo and ITC
(212.85 MU) while computing the-G input for RInfraD. PepsiCo and ITC are

only open access consumers of Rikirand not Retail Supplconsumers. Hence,
their contracts cannot be considered as power procured by Rihfra

The banking considered in IBSM during FY 11 is 341.91 MU, whereas for Truing

up petition the banking quantum considered under the Source DTPS (Dahanu) is
300.47 MU, arived after nettingpff the losses suffered on account of Banking of
power (as only part of the banked power
same quantum of 300.47 MU has been considered in the FAC submissions of

RinfraD for Q3 and Q4 of FY11l. Henc#je losses on this account has been
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4.3.10

booked in FY11 and when the Obanking re
only the cost of power of 300.47 MU will be considered.

For easy reference, the power procurement of RibBfreonsidering its contracts

inFY2010-11 and based on the discussion abov

Table63 RInfra-D6s submi ssion on PFY20WA1 procur ement

Source Q%&le;m
DTPS 4,041.44
Less Banking (considering banking losses) 300.47
Net DTPS (for ARR) 3,740.98
TPGG 1,273.17
Less: Sales OLA (21.51)
Net TPC 1,251.66
Renewablé Wind 201.42
Renewablé Non-Wind 384.10
Bilateral Purchase 3,266.31
Imbalance Pool (203.30)
Total 8,641.17

With regards the above response of Rhkirathe Commission has considered
8641MU as the energy input at G<>T interface Fotr 2010-11. Considering the
approvedsales of 8781 MU and input energy of 9,80MU in FY 2010-11, the

actual distribution loss @rks out to B5%, against RInfraD6 s c¢c | ai m

Accordingly, the approved energy balance for Rhbres as below.

Table 64: Energy balance forFY 2010-11

Particulars Unit Notation FY 2010-11

Actual sales to RInfri® consumers MU | A 7,419
Migrated consumer sales in Rindiasystem | MU B 1,559
Total energy sales in RInffa system MU |[C=A+B 8,978
Energy input to RInfraD system MU D 9,904
Distribution loss in RInfreD system % E=1i C/ID 9.35%
|1;]ost$lspg\(/)v§r: (;):rl;:hasbr RinfraD consumerat MU E 9.904
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4.3.11 Therefore, the Commission has computed Ridfrds di st ri buti on | C
This is against the approved targetl®£25% as approved by the Commission in
the Tariff Order of dateduly 29, 2011.

4.3.12 The Commission also observed that RIfirdnas proposed to share the efficiency
gain in accordance with the Tariff Regulations, 2005. The Commission will
consider actual distribution loss at the time of final truing up, subject to prudence
check. Any sharing of gains or losses due to better/poorer performance ofRInfra
as regards this controllable parameter will be undertaken at the time of final truing
up for FY 2010-11 in accordance with Regulation 19 of the Tariff Regulations,
2005.

4.4 Power purchase quantum and cost

44.1 The Commission, in its ARR Order dated July 29, 2011 in Case No. 72 of 2010
estimated total quantum of power purchase of 8822 MUF%r2010-11 from
Reliance Infrastructure LimitedGeneration Business (RInf@), The Tata Poer
Company Generation Business (TPG), Renewable Energy (RE) sources, short
term power purchase from external sources and imbalance pool, based on
provisional numbers submitted by RIirMba The actual quantum of power
purchased by RInfr® from various eurces during=Y 2010-11 as submitted in
RinfraeD 6 s t Petitien isu8p41 MU.

4.4.2 The Commission, in its aboysaid ARR Order dated July 29, 2011 in Case No. 72
of 2010 had estimated total power purchase expenses of Rs. 3340 Crore, excluding
transmission charges, Maharashtra State Load Despatch Centre (MSLDC) charges
and Standby Charge§he actual power purchase expense F¥r 2010-11 as
submitted by RInfreD in its present true ugPetition is Rs. 3480.80 Crore,
excluding transmission charges, MSLDC charges and Standby Charges. The

sourcewise analysis is presented in the paragraphsabel

Power purchase from Rinfra-G:

4.4.3 RinfraeD submitted that it had purchased entire power generated by fanfra
during FY 2010-11, which has a capacity of 500 MW. The energy purchased by
RinfraD from RInfraG in FY 2010-11 is 3741 MU. Thdixed charge andenergy
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chargs as accounted by RInfid are Rs.216.61Crore and Rs. 784.5LCrore
respectively. RInfreD submitted the incentives of R&1.97Croreand FAC of Rs.
33.94Crorefor DTPS source. RInfr® submitted that the weighted average cost
of proaurement from RInfr&G in FY 2010-11 works out to Rs. 2.83 per unit.

4.4.4 However, the Commission observed that Power purchase quantum and Energy
charges of RInfr&dG as submitted by RInfrR do not match with those submitted
by RInfraG in itsPetitionfor Truing up forFY 200-10and APR forFY 2010-11

in Case No. 122 of 2011. The discrepancy observed is presented in the table below.

Table 65: Mismatch in power purchase between RInfraD and RInfra-G Petitions for

FY 2010-11
Particulars Rinfra-D Petition Case | RInfra -G Petition Case
No. 126 of 2011 No. 122 of 2011
Power purchase quantum (in MU 3741 4041.44
Energy charges (in Rs. Crore) 784.51 856.79

4.4.5 The Commission asked RInffato explain this discrepancy. In response, Rinfra
D stated that it has banked 300.46 MU of energy received from Rifiide cost
of this power has been Rs. 72.28 Crore. RHfraubmitted that it has not
considered the quamtuas well as cost for the banked powerRor2010-11. The
power quantum and cost will be accounted for when banked power is returned to
RinfraD.

4.4.6 As regards actual purchase from RIa@aduring FY 2010-11, the Commission
has considered the net energyikde and cost of power purchase from RinBa
in accordance with the Commissionds Ord
122 of 2011 for RInfraG in the matter of Truing up fdfY 200-10 and APR for
FY 2010-11. However, considering above mentionedsens, the Commission has
approvesthe actual cost of power purchase by Rkdrdrom RiInfraG. The
summary of power purchase by Rinfbafrom RInfraG as approved in the ARR
Order, as submitted by RInfid, and as approved after provisional truing up, is

tabulated as under:
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Table 66: Power purchase from Rinfra-G for FY 2010-11

Approved in ARR Approved after
Order dated July Actual provisional truing
29, 2011 u

Source Total Total Total
Quantum Cost | Quantum Cost | Quantum Cost (Rs

(MU) (Rs (MU) (Rs (MU) Crore)

Crore) Crore)

RinfraG 3,688 886 | 3,740.98| 1,057.03| 3,740.98| 1,057.03

Power purchase from TPGG:

4.4.7 RiInfra-D submitted that actual energy received from I®@s billed by TP&G, is
considered foFY 2010-11, which is 1252 MU. RInfri® submitted that théxed
chargs have been at Rs.72.@¥ore and energy charge (including FAC) have
been at Rs. 354.7Crore RinfraD submitted the total cost of procurement from
TPCGG as Rs. 426.76rore with per unit ost being Rs. 3.41 per unit Y 2010-

11.

44.8 The Commission observed that the Power purchase quantum, Fixed charges and
Energy charges of for TRG as submitted by RInfrB do not match with those
submitted by TP&S in its Petitionfor Provisional Truing up foFY 2010-11 in

Case No. 105 of 2011. The discrepancy observed is presented in the table below.

Table 67: Mismatch in power purchase between RinfraD and TPC-G Petitions for

FY 2010-11
Particulars Rinfra -D Petition Case| TPC-G Petition Case
No. 126 of 2011 No. 105 of 2011
Power purchase quantum (in MU 1252 1273
Fixed charges (in Rs. Crore) 72.04 79
Energy charges (in Rs. Crore) 354.71 364

4.4.9 The Commission asked RInffato explain this discrepancy. In its reply, Rinfda
stated that it has considered actual energy received and as billed b3 T?PEY
2010-11 after netting of the quantum of 21.51 MU sold by T®®n behalf of
RInfraD. RiInfra-D submitted that TP sold its surplus generation within or
outside Maharashtra, during gd€ak hours when the demand of Mumbai
distributionLicenses (TPGD, BEST and RinfreD, when RinfraD had allocation

in TPGG capacity) put together was lower théhe generation and it was not
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feasible to back down generation in view of violating technical minimum of the
plant. TPCG, therefore, sold the excess energy outside License area and passed on
the credit of the same to the Mumbai Distribution Licenseeshén ratio of

allocations that theicenses had in TPGG capacity.

4.4.10 Consequently, irfFY 2010-11, RinfraD has adjusted the realization of Rs.7.48
Crore on account of such sale in the variable cost for -3?Qf this amount is
added back, the total variable cost from FTBQvould be Rs 362.19 Cr which has
been reconciled withthe TPRG6 s mont hl y b i-Dhas stateld thatt her |,
fixed charge of Rs72.04 Croreis after adjusting hydro fixed cost rebate of Rs.

10.81Croreand includes hydro & thermal incentive of Rs. 3@2re

4.4.11 As regards actual purchase from FBCQluringFY 2010-11, the Commission has
considered actual energy received from T®@s billed by TP&S in accordance
with the Commi ssionds Order dated Februe
TPCGG in the matter of Provisional Truing up fdfY 2010-11. However,
corsidering above mentioned reasons, the Commission has apphevestual

cost of power purchase by Rirdiafrom TPGG.

Table 68 Power purchase from TPGG for FY 2010-11

Approved in ARR Approved after
Order dated July Actual provisional truing
29, 2011 u
Source Total Total Total
Quantum Cost | Quantum Cost | Quantum Cost (Rs
(MU) (Rs (MU) (Rs (MU) Crore)
Crore) Crore)

TPGG 1,287.00 429.00 1,251.66 426.76 1,251.66 426.76

Renewable Sources (longerm and short-term):

4.4.12 RiInfraD submitted that the total Ne®olar RE procurement iRY 2010-11 is
585.53 MU at a total cost of Rs. 309.44rore Considering total power
procurement foFY 2010-11 as 8,641.17 MU at G<>T level, the RE procurement
is 6.8%. RInfraD stated that ihas complied with Nossolar RPO targets fdfY
2010-11. RiInfraD further stated that since there was no source available for

MERC, Mumbai Pagel51of 220



Case No. 26 of 2011

MERC Order forTruing Upof FY 200910 and APR of FY 20101

procurement ofmini-micro hydel energy, separate compliance against 0.1% target
(of total procurement) against this RE type hashean possible iRY 2010-11.

4.4.13 RiInfraD submitted that there is no actual procurement of Solar Enerdyy in
2010-11. In order to comply with the RPO targets, RIdiraattempted
procurement of Solar RECs in the IEX and PXIL and bid for procurement of
23000solar RECs on the two exchanges (put together). However, the bid was not
successful due to neavailability of sellers. RInfrd further submitted that it has
procured 201.42 MU from wind sources and 384.10 MU fromwimid sources
respectively irFY 2010-11.

Table 69: RE procurement as submitted by RinfraD in FY 2010-11

Particulars Type Q(L'i/laS;l;m (-I;zosﬁilccr:grse}) uerlji:t:;gs;
SREL Bagasse 141.76 85.31 6.02
GSEPL Bagasse 139.6 82.3 5.9
YAEL Biomass 49.34 29.32 5.94
AAEL Biomass 52.23 30.65 5.87
TPPL Hydro 0.06 0.04 6.67
RINL wind 73.74 26.92 3.65
JSPL wind 56.23 17.83 3.17
GEPL wind 71.45 34.22 4.79
AAA sons Wind 0 2.39 -
Thembu Hydro Hydro 1.11 0.47 4.23
Total 585.52 309.45 5.29

4.4.14 As per the MERC (Renewable Purchase Obligation, its Compliance and

4.4.15

implementation of REC framework) Regulations, 2010 (RPO Regulations) notified
on June 7, 2010, each distribution licensee was required to meet 6% of its

requirement through renewable sowréer FY 2010-11.

Rinfra-D is directed to submit the details of sourase RE purchase from various
long-term/ shortterm sources and the difference between the tariff approved by the
Commission and rate of power purchased from bilateral sources wheareohap

the Maharashtrastate periphery. The Commission will consider actual power
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4.4.16

purchase from renewable sources at the time of final truing up, subject to prudence

check.

In view of the above, the Commission approves purchase of 585.53 MU from
renewable sources at purchase cost of Rs. 309.44 Crore for the purpose of
provisional true up foFY 2010-11.

Power purchase from other Sources

4.4.17

4.4.18

4.4.19

4.4.20

RinfraD submitted that to meet additional demand of its customers, particularly,
during peak hours, it has resorted to shenn power procurement through
mutually agreed contracts with various traders, Captive Power Plants (CPPs) and
other Licenses. Swkch procurement has been made via the Mumbai Power
Management Group (MPMG) as well as by RIrfraalone. RinfraD has also
procured power on Day Ahead (DA) basis from the energy exchaniges and

PXIL in order to meet day to day shortages. Rhralso las undertaken the other
contracts of power purchase include Infirm, Firm/DA and Power Banking. Rinfra

D submitted that such procurement has ensured reliable and uninterrupted power

supply to the consumers.

RinfraD submitted that the rate of procuremenanir bilateral sources has been
Rs. 6.62 per unit, with the quantum being 3266.31 MUR%r2010-11. Further,
real time surpluses and deficits acrdassenses has also resulted in RInfEa
exporting 203 MU of power into State Imbalance Pool at a weightedage
system marginal price of Rs. 7.60 per unit. Rkiiratated the details in Form 2 of

Retail data formats submitted with tRetition

The Commission in its various Orders relatingto Rkidfr@ s power pur c hac
the past few years, has directethfira-D to enter into longerm PPASs to meet its
demand and energy requirement and submit its PPAasugeterm purchase plan

for the Commission's approval.

However, under the Tariff Regulations, 20G6e Commission allows power
purchase expense whichpeudently incurredvhile procuring power from various
sources before allowing these costs to be passed on to the consumers. In view of

this, the Commission has carried out the following analysis for the bilateral
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transactions made by RInfia for power puchase expenses. The following
diagram exhibits the flow of the analysis done for bilateral power purchases by
RinfraD:

Start

A 4
Compare the per unit landed rate
with avg. landed rate for all
bilateral transactions

s landed rate>110% o
avg. landed rate

sitaDay Ahead (DA

transaction? No

Yes Assess various Yes
costs involved

i

ransaction wise date &
purchase rate given?

S power purchase rat€
given?

Is purchase rate>
Maximum market rate2

Yes
Landed rate capped A 4
No——»| @ 2/3of claimed |¢——No Approve power purchase
rate rate @ weighted avg.
market rate & add actual

transaction costs incurred

| Compute total landed cost of
bilateral power purchase

End

4.4.21 The Commission obsers¢hat RInfraD has sourced around 38% of its total power
purchase from bilateral purchases which constitutasnal 53% of the total cost of
power purchase ifY 2010-11. Considering the materiality of the costs involved,
the Commission found it appropriate to review prudency of such power
procurement. In the process, the Commission sought further information from

RiInfra-D on bilateral power purchase carried out dufivg2010-11.

4.4.22 The Commission observed that, the average power purchase cost for firm contracts
and power banking contractshigh i.e. Rs.5.99/unit and Rs. 6.95/unit respectively
compared to averageower purchase cost of Rs. 3.85/unit for EAdyead (DA)
transactions. Also, return from power banking has sourced 8.3% quantity of total
bilateral power purchase with its cost contribution of 10.2% in total cost of
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bilateral power purchase. Whereas, DA powarchase contributes to 18.8% of

total quantum with its 12.9% contribution in total cost of bilateral power purchase.

4.4.23 Moreover, the Commission found that Rinfbahad entered &hortterm power
purchasecontract with Reliance Trading at Rs. 5.80/ unit and then dishonoured it
for around 17% of its committed efiike quantum citing lower market rates during
Decé6HdOb 611 which resulted into a penalt
Trading. This shows immpdent selection ofshortterm firm contracts while
assessing the market rates for near future. Moreover, the Commission found that
on aggregate level, power sourcing from firm contracts was 1.6 times costlier than
market rates duringY 2010-11.

4.4.24 The Commssion has analysed various bilateral power purchases transactions to
a) check of the landed cost in relation to the cost of power at the sancte;
b) check the prudency of the cost of power at the source

4.4.25 The Commission observed that bilateral power purchaseidh some shoterm
firm contracts were much higher Y 2010-11. Six transactions involving highest

costs are shown in below table.

Table 70: Costlier power from short-term Firm contracts for FY 2010-11

Trader Source DR ©F SHeing QUEITLIT] ((:F(Q)sSt Lgﬁgd
of Contract (MU) Cr). (Rs./Unit)
A B B/A
SCL CPPs in Chhattisgarh 23rd April 2010 11.34 9.65 8.51
IAML CPP in Punjab 23rd April 2010 4.29 3.56 8.29
PTC CSEB 12th March 2010 11.76 9.44 8.02
IAML CPP in Chhattisgarh 23rd April 2010 5.40 411 7.61
GEPL APPCC 28th April 2010 1.19 0.90 7.59
LPTL MPSEB 21st April 2010 129.40| 96.69 7.47

4426 I n response to the -Ooeplgtittsi ondés query, F

AAl I the contracts mentioned are mainl
bilateral power purchase during summer months and more specifically for Day

and Evening peak power. o
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4.4.27 RinfraD further submitted justification for mentioned transaction with teth
power purchase dates. The Commission compared the buying rates for mentioned
transactions with market rates specified in monthly Market Monitoring Report
issued by CERC and found that the said power purchase rates were comparable to
market rates.

4.4.28 Landed costs of Shorterm Firm /DA Contracts: The Commission conducted a
sample check on firm/DA transactions. It was observed that their landed cost per
unit was more than 110% of the average per unit cost of bilateral power purchase.
The Commission askeglinfra-D to explain the reasons for such higher landed cost
and asked it to submit the breakup of other charges, costs, trading margins, etc.
paid on such power purchases. Vide its email dated February 15, 2012:[RInfra
submitted the breakup of energyaches, open access charges, trading margin,
rebates, etc. paid on such power purchases.

Table 71 Short-term firm/DA purchases with high landed cost per unit forFY 2010-

11
Energy
Power Energy EIEES
i i 0,
Trader Source e purchas Energy OA =hE 0y Tradmg Rebate L 2l charges ey
supply e rate qty. charge | margin cost er unit power
P purchase
rate
A B C D=C/B D/IA
Rs./Unit MU Charges- Rs. Crore Rs./Unit %
IAML CPP in Punjab| 1-31st May10 6.87 429 | 0.19 3.43 - 0.07 3.56 8.01 117%
GEPL | APPCC aL31stMay 665| 119] 003| 089 | o002 0.90 7.47 112%
CPPin
IAML . 1-31st May10 6.77 540 | 0.12 4.07 - 0.08 411 7.54 111%
Chattisgarh
CPPs in
SCL . 1-31st May10 7.57 11.34| 0.28 9.49 0.07 0.19 9.65 8.37 111%
Chattisgarh

4429 The Commission notes RInfi2 6 s submission for above
At the same time, the Commission observes that RDffaas not mentiord

power purchase rate for following firm transaction:

Table 72 Short-term firm/DA purchases without mention of power purchase rate for

FY 2010-11
Power Landed
Trader Source WEE @ Period of supply | purchase Energy LEMESE rate per
contract qty. cost !
rate unit
A B B/A
Rs./Unit MU Rs. Crore | Rs./Unit
. 1stOct10
GEPL MPSEB Firm 31st0ct10 NA 9.62 6.54 6.80
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4.4.30 Inthe absence atlevantdata and proper justification establishing the prudency of
other charges/costs/trading margins for above mentioned transaction, the
Commission is not in a position to assess appropriaterfets landed costs.
Therefore, the Commission is restricting "1/®f the landed cost for such
transactios. For the purpose of provisional true up, the Commission approvés 2/3
of the claimed landed cost which amounts to Rs. 4.36 Crore compared to- Rinfra
D6s claim of Rs. 60D dubimitsGhre mecessary Dformation R1 n f
and justification, the balance cost of Rs. 2.18 Crore may be considered in future
Orders subject tprudence check.

4.4.31 Power purchase rates of DayAhead power purchase The Commission
observed that dates of contract for some -Bagad bilateral contracts are of a
period earlier thakrY 2010-11. In this regard, RInfe® clarified,

ATradi ng on cdnbeddore rither By>Xbécaming the Direct Member or
trading through Professional Member as a client. Rifiirés a Client of RETL for
trading on IEX/ PXIL on Day Ahead Market/ Term Ahead Market. RiDffzas
signed a contract with RETL dated 30th July Ghd it is perpetual member
client relationship. Under this perpetual contract, power is purchased from Day

Ahead mar ket from Exchanges. 0

4.4.32 The Commission found that RInffa has not submitted actual date of power
supply for some DA transactions in its subsion of bilateral transactions féiy
2010-11. The Commission asked RInbato submit the actual dates for power

supply along with the respective quantities and the cosEYf@&010-11.

4.4.33 Vide its email dated February 15, 2012; RinArasubmitted actualates of supply
for various DA transactionslong with respective quantities at WR ISTS.
However, RInfraD did not submit the rate of power purchase and the respective
quantum of power available at Maharashtra state boundary for each of said

transactions.

Table 73 DA purchases without mention of power purchase rate foFY 2010-11

o Power Landed

Trader Source DES B ST purchase SNE)Y LEre rate per
of Contract qty. cost ;
rate unit
A B B/A

Rs./Unit MU Rs. Crore | Rs./Unit
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4.4.34

4.4.35

4.4.36

Trader

Source

Date of Signing
of Contract

Power
purchase
rate

Energy
qty.

Landed
cost

Landed
rate per
unit

A

B

B/A

Rs./Unit

MU

Rs. Crore

Rs./Unit

PPDPL

IEX (DAM)

28th October 2008

IEX MCP

151.84

64.35

4.24

RETL

IEX (DAM)

30th Jul 2008

IEX MCP

448.47

167.60

3.74

RETL

PXI (DAM)

30th Jul 2008

PXI MCP

10.78

3.33

3.09

In the absence ofelevantdata, the Commissiois not in a position to assess
prudency of DayAhead power purchase costs. Therefore, for the transactions
without mention of actual power purchase rate @benmission has restricted 13

of cost claimed by RInfri® for such transactions for the purpose of provisional
True up of FY 2010-11. As a result, the Commission has approved costs of Rs.
156.86 Crore against Rs. 235.2%9ore as claimed by RInffd. Once, RinfraD
submits the necessary data and justification, the balance cost of Rs. 78.43 Crore

may be considered in future Ordeubgect to prudence check.

For the DA transactions with mention of power purchase rates, the Commission
referred to the monthly reports on shtatm transactions of electricity issued by
the CERC.Such reports provide the date wise market clearing volume and market
clearing price (MCP) in terms of minimum, maximum and weighted average rates
at both exchanges i.e. IEX and PXIL. The Commission compared the DA power
purchase rates with the market ratéhe Commission observed thedme DA
power purchases were done at buying rate higher than maxii@inof IEX and

PXIL for that day It indicated that the Daphead power was purchased at the
rates higher than the Maximum market price of respective bhatbis regard, the

Commission asked RInfiB to submit the clarification for such transactions.

Vide its email dated February 15, 2012; Rifiiraubmitted actual dates of supply
for various DA transactions. However, the Commission observed that following
DA purchase was at the rate higher than maximum Market Clearing Price (MCP)

of respective date.
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Table 74: Short-term DA purchase with power purchase rates > maximum MCP for
FY 2010-11

Trader

Max Wad
Landed MCP avg. Approved | Approved

rate per for IEX/ | market landed landed

unit PXIL rate rate cost

Power
purchas
e rate

Date of
supply

Energy | Landed

Source qty. cost

A B B/A C A*C

Rs./Unit MU CFreoSr.e Rs./Unit | Rs./Unit | Rs./Unit | Rs./Unit Rs. Crore

LPTL

MPSEB | 1-Jul10 5.57 0.80 0.48 5.95 4.75 3.19 3.57 0.29

4.4.37

4.4.38

4.4.39

DA power purchases at the purchase rate higher than Maximum Market Clearing
Price evidently show that the power is procured at higheres@st thought was
availableat cheaper rates in the market. The Commission is of the view that such
power purchase expense is not a prudent expense. Moreover, it is not possible that
all such power purchasevould have happened when both the exchanges IEX and
PXIL were at maximum md&et rate for the day. Therefore, for the above
mentioned DA transactions, the Commission has considered the weighted average
market rate of power purchase as a prudent price for allowance of power purchase
cost. The Commission has added other changesunit on such power purchase

rate as submitted by RInfa. Therefore, the Commission has approved costs of
Rs. 0.29 Crore against Rs. 0.48 Crore as claimed by RInfoa such transactions

for the purpose of provisional true upfY 2010-11. As a resultthe Commission

has disallowed the cost of Rs. 0.19 Crore on account of imprudent power purchase

for DA transactions.

Costs related to banking of power:For FY 2010-11, RInfraD submitted that it

has banked 300.46 MU and received 269.33 MU power as a fpawking return
which was banked in earlier period being surplus over demand. Out of this
guantity, 117 MU belongs to the return of power which was bankEd in0®-10

with landed cost of Rs. 73.98rore Total cost claimed on return from banked

power isRs.187.29Crore which works out to the Rs. 6.95 per unit.

RInfraD submitted that it has very peculiar demand pattern. It informed that the
demand becomes very low during winter months and it achieves maximum during
the summer and in October and Novembw®nths of the year. As informed by
RinfraD, its annual peak demand is around three times the annual off peak, which
makes the power purchase optimization very difficult for it. Rhxfraubmitted

that when it requires the power, the rates of power latdsal and power
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exchanges are highest and when it is surplus, the rates are very low. Therefore, it
has resorted to bank the power with the utilities/ states which have higher
requirement during winter season due to agricultural load and can provide the

power back during period when Rlrdarequires it.

4.4.40 RiInfraD claimed that the banking arrangement was in favour of consumers by

submitting in thePetitionthat

ABeing surplus over demand during off p
that the same get®turned in future year during the day i.e. peak hours. Thus,
instead of backing down the low cost generation, this banking arrangement would

help reduce the cost of peak power purch

4.4.41 In response to the objection raised by the aigbd consumer representative,
Rinfra-D stated,

ADTPS is a base load station and the demand reduction caused by changeover of
consumers meant that DTPS became surplus in the night hours when[Rbnfsa
load was less. Hence, RInffa submitted that it bankethe surplus energy, which

was returned irFY 2011-12 to reduce peaking purchaseskl 201-12. As per
Rinfra-D, this arrangement is beneficial for RIMEa6 s c omwms umer s .

4.4.42 The Commission observed that when around 38% of total power procurement was
done through bilateral purchase, it was claimed by RiDfthat a surplus power
has been banked through power bankihg.a part of preadmission queries, the
Commission asked Rfira-D to submit ex ante report/study considered before
entering into such firm power banking transaction. Rhfraubmitted illustrative
analysis showing need for power banking along with the estimated savings to the
consumers of RInfi®. Further, RInfa-D illustrated savings/ benefits on account
of power banking if done through Dahanu Thermal Power Station (DTPS) instead
of any other source. In this submission, RIflrgroposed carrying cost on the

energy charges of power banked.

4.4.43 In response to querpn energy accounting methodology for power banking,
RiInfra-D submitted that
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AThe banking considered in I BSM during
Truing-up petition the banking quantum considered under the Source DTPS
(Dahanu) is 300.47 MU, arrived afterettingoff the losses suffered on account of
Banking of power (as only part of t he

returnd). o

4.4.44 Also, in a separate note on banking, RIdlrasubmitted the reasons for

considering the DTPS power for banking as below

i A per the contract obligations we have to absorb the bilateral power and if
banking was not done, in order to maintain LGB (Load Generation Balance) we
would have back down the DTPS generation, hence practically we are increasing

the DTPS generation to batike power during the off peak period.

Majority of the banking is done during the off peak (0 to 9 Hrs, Average Rate < Rs.
2 PU) periods and the power will be taken back during the peak hours say (9 to 18

Hrs, Average Rate > Rs. 5 PU) which results inawirsg in power purchase cost.

The economic value of Transmission loss will be only 1/3rd in case of DTPS
banking as compared to banking of Bilateral power. (DTPS Rate 2.12 PU, JPL
rate: 6.09 Rs. PU) Carrying cost in case of DTPS power will b a&3conpared

to Bilateral power 0

4.4.45 The Commission observed that when around 38% of total power procurement was
done through bilateral purchase, as claimed by RInfra i t had to 0D
surplus powerTo understand the circumstances leading to power bankinffaRIn
D was asked to submit the daily power procurement details for each source and
energy banked for each day when power banking was under progress-IRInfra

was also asked to submit its minimum off take commitment for various sources.

4.4.46 RiInfraD submitted tke daily transactions of power purchase througloig-term
sources, RE sources, bilateral sources including status of banking. However, for
further analysis, the Commission asked Rkir&ao submit the status of bilateral
power purchase from various soes along with the aggregate demand for
respective time blocks when power banking/withdrawal from bank was under

progress.

4.4.47 Inresponse, RInfr® submitted
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4.4.48

AThis requires compilation of energy bal
withdrawl from bak was taking ©pl ace. The Hondbl
appreciate that for the years in question, FBSM was not implemented and thus
energy balancing and accounting was done only on monthly basis and not 15 min

time block wise. However, RInffa on its own hs been maintaining some data on

a 15 min time block basis, which is Rinrfdadrawl, DTPS generation, RInfia

bilateral purchase, banking return, RiInfia bilateral sale and banking. However,

for complete energy balance, some more data is essential, whidlPGG

generation allocation, change v e r consumer s O-T intenfasey mpt i o
MPMG purchase/sales transactions and Renewable energy purchases, which is not

available on a 18nin basis with RInfrdD . 0

However, RinfraD submitted hourly data for alransactions of FY2010-11.
Subsequently, the Commission analysed the submissions made byRIivaset
the context to sudequent paragraphs, hourly data for the day of December 19,

2010 is shown below.

Table 75: Status of powerpurchase during banking of power on December 19, 2010
(in MWh)
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4.4.49 The Commissiorobserved thapower purchase from bilateral sources was very
high whenpowerbanking was undergoing. It is pertinent to highlight that banking
of power and ongoing bilateral power pu
cortracts. That means, a Licensee has consciously entered into both the contracts
and it was not a matter of exigency due to sudden fall in consumption demand.
Moreover, it can be seen from above table that one of the gzam&ing contracts
was actitvlee O0clounido . H o-term \cantracts constitute tos h o r t
major part of power sourcing, it is not possible that a Licensee has power supply
surpl us t o i ts aggregate demand 6round

imprudentpower procurement plannilgt t he Li censeeds end.

4450 The Commission asked RInfia to submit the details of minimum fotake
committed for other sources of power while banking was under proépesd)ich

Rinfra-D did notsubmit required details.

4451 Moreover RinfraD claimed that power was banked when DTPS supply was
surplus to the demand of RInfEa However, the Commission found that Rlnfra
D6s demand was al ways hi Bn2010-11t han t he s

4452 The Commission is of the view thatlacenseemust exhibitprudent planning
when it comes to poweprocurementthrough Firm contractsFrom the above
table, it is evidentthat there were active firm bilateral contracts which costed

energy atan average oRs.5.99 per unit. At the same time, there was a firm
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contrcat structured as avasGlpimed ¢orbsuppéed withn g 6 ,
the cheapest power source, which costed energyraind Rs. 2.10 per unit.
Moreover, a part of energy is lost during banking and there have been additional
burden of various transten costs which made the average landed cost of energy
at Rs. 6.95 per unit.

4.453 As claimed by RInfreD, if DTPS power had been routed for power banking, its
variable cost would be around Rs. 2.06 per unit-%r20-10. However, as per
RinfraDds submiistsimans ¢l ai me dFY 80i0dah &titheg r et
landed cost of Rs. 6.95 per unit. The Commission notices that in the process of
banking as described by RINME3 around 15% of energy is lost when measured at
the state boundary and landed cost ot increased to more than 300% of its

purchase cost.

4.4.54 In this regard, the Commission asked RIdirdo submit further details of power
banking done (like source of power, banking partner, quantity banked energy,
banking return ratio, associated energy égsgurchase costs of power, trading
margins involved, other costs/ charges applicadle.) forFY 2010-11. Vide its
email dated February 15, 2012, RinPasubmitted further information on its

power banking transactions.

4.455 The Commission observed that gtuiam of energy banked and its banking return
were not consistent with RInfR@6 s e ar | i e The discrbpancysobserved s .
is presented in the table below.

Table 76: Mismatch in energy banked and banking return forFY 2010-11 (in MUs)

Banking return
Particulars at Maharashtra
Periphery
As per petition (worksheetAnnex5) 269.33
Email dated February 15, 2012 (workshe&hnexB2) 278.93
Emai | dated February 15, 2(
guery FY10 & 11 dat ad) 295.92

4.4.56 However, RInfraD has not explained such inconsistency in its reply. Details about
the energy banked and returned dufig2010-11, as submitted by RInfia are

shown as below:
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Table 77: Energy banked during FY 2010-11 whichhas returned during FY 2010-11

Forward Energy at Open Energy
LOI number Trader banking del_lve.ry Energy (Rs Access charge
period point in Cr.) charges (Rs. per
MUs (Rs Cr.) unit)
A B C=B/A
for10 1o 123.70 69.22 0.00 5.60
S57R(FY-10GEL(BANKING- | -
MP)-Aprl10-Septemberll RevO July-10 to
84.73 47.41 0.00 5.60
Sepl0

Table 78 Energy returned during FY 2010-11 which was banked duringFY 2009-10

@ s - 7| ® 2 | @
E | 2| 92| 92| &5 | 45| as_| 0% | &
2 © 5 5| 2% © © | 9, 25| ot 7
oo | ga| 2a| Sa 2 Svl 82| 25| £8%| 3
LOI number o2 | e 22| ©v2 ' =0 s> cg5| 298| 99
c o S o < O 0 o > Dol < g QS = EcCcO| 20
o 22| 22| E2 | £ 25| 352| <5 | £
5 | 23| 38| g8 £ |8 |Sg 28% g2 |§
m &.) Ind L = [3} w '9 é O
03R(FY10)
LANCO(Banking- 0
MP)-May09 Apr-10 | 100% | 16.82| 16.82| 4.86| 0.07| 0.07| 16.83 5.01| 0.58
Apr2010.
53R(FY-10) Apr-
GEL(BANKING- 10 to o
MPTradecojApr- June | 100%| 20.89| 20.89| 13.90| 0.08| 0.27| 19.73| 14.26| 1.07
May10. 10
16R-(FY-10)- Apr-
RETL(BankingMP)- 10pto
Oct09March'16 100% | 79.17| 79.17| 53.39| 0.32| 063| 7479| 54.34| 357
o ' June
April'10-Sep'10 10
Rev02
Table 79 Energy returned during FY 2010-11 which was banked duringFY 2010-11
@ = & 2| ® v | @
€ ~E| 2| o=F 2 s | 295 o |OS | &
2 TS5 o 55 o ©_| 9, D5 o & =
o | £a| =a Sa e | 89 S| 256 284 3~
LOI number — c> 2> = = e | =0 s> =285/ 298 0%
c o =I) < O [T > Dol < g c=| EcO 20
zo | 22| €2 E=2 © | Sc| 85 352| <35 | £
g r2 58| 228 ¢ | 8| &z 83| g3 | 2
o o 5 [a] o0 o =': .5 c 5 2 @
04 x w = é O
Jun10 to
57R(FY-10) Sen10 90% | 111.330| 109.58| 69.22| 0.43| 1.79| 104.22| 71.44| 2.22
GEL(BANKING- P
MP)-Apri0-
Septemberll July-10 to
Rev03 Sep10 80% | 67.780| 66.67| 47.41| 0.26| 1.11| 63.37| 48.79| 0.02
4.4.57 From the above tables, it is evident that energy charge per unit of banked power

was significantly higher than that of DTPS sourtee Commission understands

thata Licensee has channelled costly bilateral power purchases (against its claim

of DTPS power}o said power banking arrangement.
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