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CASE No. 48 of 2016

In the matter of
Petition of Maharashtra State Electricity Distribution Co. Ltd. for Truing-up for FY
2014-15, Provisional Truing-up for FY 2015-16 and
Multi-Year Tariff for 3rd Control Period FY 2016-17 to FY 2019-20

Coram

Shri. Azeez M. Khan, Member
Shri. Deepak Lad, Member

ORDER
Dated: 3 November, 2016

Maharashtra State Electricity Distribution Co. Ltd. (MSEDCL) filed a Petition on 4March,
2016for Truing-up of Aggregate Revenue Requirement (ARR) for FY 2014-15 and
Provisional Truing-up of ARR for FY 2015-16 under the MERC (Multi-Year Tariff (MYT))
Regulations(‘MYT Regulations’), 2011; and for approval of the MYT for the 3rd Control
Period FY 2016-17 to FY 2019-20under the MYT Regulations, 2015. Thereafter, MSEDCL
submitted a revised Petition on 7June, 2016.

The Commission, in exercise of its powers under Sections 61 and 62 of the Electricity Act
(EA), 2003 and all other powers enabling it in this behalf, and after taking into consideration
MSEDCL’s submissions, the written and oral suggestions and objections received and the
responses of MSEDCL, and all other relevant material, has approved the Truing-up of ARR
for FY 2014-15, Provisional Truing-up of ARR for FY 2015-16 and ARR for the 3rd Control
Period and determined the Retail Tariff, Wheeling Charges, Cross-Subsidy Surcharge and
Additional Surcharge in this Order.
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Abbreviation Expansion

P:SI Project for System Improvement
P:IE Project for Intensive Electrification
PWW Public Water Works

PXIL Power Exchange India Limited

R&M Repair and Maintenance

RBI Reserve Bank of India

RE Renewable Energy

REC Renewable Energy Certificates
RECL Rural Electrification Corporation Ltd.
RGGVY Rajeev Gandhi Grameen Vidyutikaran Yojana
RGPPL Ratnagiri Gas and Power Pvt. Ltd.
Rinfra Reliance Infrastructure Limited

RLC Regulatory Liability Charge

RLDC Regional Load Desptach Centre

RoE Return on Equity

RPO Renewable Purchase Obligation

RTC Round The Clock

RSD Reserve Shutdown

Rs. Indian Rupees

SBAR State Bank Advance Rate

SBI State Bank of India

SBLC Stand By Letter of Credit

SCADA Supervisory Control and Data Acquisition
SD Security Deposit

SERC State Electricity Regulatory Commission
SEZ Special Economic Zone

SLDC State Load Despatch Centre

SMD Simultaneous Maximum Demand
SOP Standards of Performance

SSP Sardar Sarovar Project

STP Sewage Treatment Plant

STU State Transmission Utility

T&D Transmission and Distribution

TBIA Thane Belapur Industries Association
TC Transmission Charge

ToD Time-of-Day

TOSE Tax on Sale of Electricity

TPC The Tata Power Company Ltd.

TSO Temporary Supply Others

TSR Temporary Supply Religious

Page 20 of 617

Case No. 48 of 2016



MYT Order of MSEDCL for the period from FY 2016-17 to FY 2019-20
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11

BACKGROUND AND SALIENT FEATURES OF ORDER

Background

MSEDCL is a Company formed under Government of Maharashtra (GoM)
Resolution No. ELA — 1003/P.K.8588/Bhag-2/Urja-5 dated 24 January, 2005 from 6
June, 2005 according to the provisions of Part XIII of the EA, 2003. The provisional
Transfer Scheme was notified under Section 131(5) (g) of the EA, 2003 on 6 June,
2005, which resulted in the creation of the following four successor Companies from
out of the erstwhile Maharashtra State Electricity Board (MSEB), namely,

a) MSEB Holding Co. Ltd.;

b) Maharashtra State Power Generation Co. Ltd. (MSPGCL);

c) Maharashtra State Electricity Transmission Co. Ltd. (MSETCL); and
d) Maharashtra State Electricity Distribution Co. Ltd.

MYT Order (Case No. 121 of 2014): MSEDCL filed its Petition for MYT approval for
the 2ndControl Period FY 2013-14 to FY 2015-16, on which the Commission passed
its Order dated26June, 2015 in accordance with the MYT Regulations, 2011.

Multi Year Tariff Regulations, 2015: On 8December, 2015, the Commission notified
the MYT Regulations, 2015. These are applicable for determination of Tariff from 1
April, 2016 up to 31 March, 2020.

MSEDCL submitted its original Petition for approval of final true-up of ARR for FY
2014-15, provisional true-up of ARR for FY 2015-16 and approval of MYT for the
3rd Control Period on 4 March, 2016.

On 10 March, 2016, the Commission raised preliminary data gaps and sought certain
information.

The Commission held a Technical Validation Session (TVS) on 21 March, 2016, to
which the authorised Institutional Consumer Representatives (CRs) were also invited.
The list of persons who attended the TVS is at Appendix-1.

In addition to the data gaps raised by the Commission, various issues were raised by
the CRs, which were partly replied to by MSEDCL prior to the TVS. During the TVS,
the Commission directed MSEDCL to submit replies to the data gaps it had
highlighted and to various other points raised by the CRs within two weeks.

The Commission held a second TVS on 29 April, 2016 in the presence of the
authorised Institutional CRs. The list of persons who attended the TVS is at
Appendix-2.

Following the TVS, the Commission directed MSEDCL to address the further data
gaps and other concerns raised. MSEDCL submitted its replies on 6™ and 10" May,
2016.
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1.2 Admission of the Petition, and Regulatory Process
On 7June, 2016, MSEDCLsubmitted its revised Petition with the following prayers:

“I)To admit the MYT Petition as per the provisions of the MERC (MYT)
Regulations, 2015 and present Petition may please be considered for further
proceedings before Hon’ble Commission;

2) To condone the delay in filing the Present Petition

3) To approve the total recovery of Aggregate Revenue Requirement and
Revenue Gap for FY 2014-15 to FY 2019-20 along with other claims as
proposed by MSEDCL;

4) To allow to recover the additional charges in case of any variation in the cost
of the Central Government Power Station as approved by CERC in line with
the CERC (Terms & Conditions of Tariff) Regulations, 2014;

5) To approve mechanism for recovery of computed Revenue Gap and Tariff
Schedule considering the Tariff Design principles and other suggestions
proposed by MSEDCL,;

6) To approve the separate category of HT Agriculture Others and LT Ports
along with the tariffs proposed by MSEDCL,;

7) To approve the classification for 0-20 kW in LT Non Residential as proposed;
8) To provide tariffs for individual categories as proposed by MSEDCL;

9) To approve cross-subsidy surcharge and all such other charges including
Wheeling Charges and Losses for Open Access consumers as proposed for FY
2016-17 to FY 2019-20.

10) To approve the Additional Surcharge for Open Access consumers as proposed
for FY 2016-17 to FY 2019-20.

11) To approve the suggested categorization for different type of activities as
proposed by MSEDCL in applicability of tariff;

12) To allow MSEDCL to file a separate Petition seeking revision in present
Schedule of Charges as and when need arises;

13)To grant any other relief as the Hon'ble Commission may consider
appropriate;

14) To pass any other order as the Hon’ble Commission may deem fit and
appropriate under the circumstances of the case and in the interest of justice;

15) To condone any error/omission and to give opportunity to rectify the same;

16) To permit MSEDCL to make further submissions, addition and alteration to
this Petition as may be necessary from time to time;”

The Commission admitted the revised MYT Petition on 10June, 2016. As required
under Section 64 of the EA, 2003, MSEDCL issued Public Notices in three English
(Indian Express, Hindustan Times and Times of India) and two Marathi (Lokmat and
Puniyanagari) daily newspapers on 15 June, 2016 inviting suggestions and objections
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on its Petition. The Petition and Executive Summary (in English and Marathi) were
made available for inspection or purchase at MSEDCL's offices. The Petition was also
available on MSEDCL's website (www.mahadiscom.in) free of cost in downloadable
format. The Executive Summary of the Petition and the Public Notice were also made
available on the websites of the Commission (www.mercindia.org.in) /
(www.merc.gov.in) in downloadable format.

The Commission held Public Hearings at Amravati, Nagpur, Aurangabad, Nashik,
Pune and Navi Mumbai from 11July to28July, 2016 as per the schedule set out in the
Table below, at which several Public Representatives, Consumer Representatives,
other stake-holders and members of the public were heard. The Commission also
received several written suggestions and objections. The list of persons who submitted
written suggestions and objections and / or attended the Public Hearings is at

Appendix- 3.
Table 1-1: Schedule of Public Hearings
Sr.No. Venue Date

Amravati -

1 Hall No.1,Divisional Commissioner’s Monday, 11July, 2016
Office Camp, Amravati
Nagpur -

2 Vanamati Hall, V.I.P. Road, Dharampeth, | Wednesday,13July, 2016
Nagpur
Aurangabad -

3 Meeting Hall, Office of the Divisional Monday, 18July, 2016
Commissioner, Aurangabad
Pune -

4 Council Hall, Office of the Divisional Wednesday, 20July, 2016
Commissioner, Pune
Nashik -

5 Niyojan Bhavan, Collector’s Office Monday, 25July, 2016
Campus, Old Agra Road, Nashik
Navi Mumbai -

6 Agri Koli Sanskriti Bhavan, Palm Beach | Thursday, 28July, 2016
Road, Sector 24, Nerul, Navi Mumbai

The Commission has ensured that the due process contemplated under law was
followed at every stage to ensure transparency and public participation. Adequate
opportunity was given to all to present their responses. Various suggestions and
objections raised on the Petition, both orally at the Public Hearings and in writing,
along with MSEDCL’s responses and the Commission’s Rulings have been
summarised in Section 2 of this Order.
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1.3  Organisation of Order
This Order includes the following Sections:
Section 1 provides a brief background of the process undertaken by the Commission;

Section 2 summarises the written and oral suggestions and objections raised. Theseare
followed by the responses of MSEDCL and the Rulings of the Commission;

Section 3 deals with thefinal true-up of ARR for FY 2014-15.
Section 4 deals with the provisional true-up of ARR for FY 2015-16.
Section 5 deals with the MYT for the 3rd Control Period.

Section 6 discusses certain amounts claimed by MSEDCL on account of impact of
Review Order, other Orders passed by the Commission, and computation of the
impact of carrying and holding costs and their effect on the net Revenue Gap;

Section 7 discussesthe compliance of previous directives issued to MSEDCL, and
further directives issued in this Order; and

Section 8 sets out the Commission’s Tariff Philosophy and the category-wise tariffs
applicable for the 3rd Control Period, including determination of Wheeling Charges
and Cross-Subsidy Surcharge, followed by the Schedule of revenue at the revised
tariffs at Annexure I to 1V, and the approved Tariff Schedule at Annexure V to VIII.
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2.1

SUGGESTIONS/OBJECTIONS, MSEDCL’S RESPONSE AND
COMMISSION’S RULINGS

Delay in Filing of Tariff Petition
Objections/Suggestions

Chamber of Marathwada Industries and Agriculture (CMIA), Videocon Industries
Ltd, Piaggio Vehicles Ltd., Mahindra Sanyo and several others stated that, since there
has been a delay in filing of the Petition against the time stipulated by the
Commission, the gap due to revision of tariff after 1 April should be to MSEDCL’s
account and not be borne by consumers.

CMIA, Balaji Electro Smelters Ltd. and Vidyut Urja Equipments Pvt. Ltd. stated that
MSEDCL has been delaying the submission of its Petitions and demanding carrying
cost on account of this delay. The carrying cost on the delayed filing of Petitions
should not be provided to MSEDCL. While truing-up, if there is any surplus in any
year, the Commission may direct payment of holding cost to consumers by deducting
it from the ARR.Mahindra Sanyo Special Steels. Pvt. Ltd. (MSSSPL )andAlloy Steel
Producers’ Association of India (ASPAI) also stated that, as per the principle settled
by the Appellate Tribunal for Electricity (ATE), the Commission should disallow the
carrying cost arising from the delay in filing of the present Petition.

MSEDCL’s Reply

MSEDCL has filed its MYT Petition only a few after the deadline set by the
Commission. In its Petition, it has explained the reasons and sought condonation for
the delay, and the Commission has admitted the Petition.

Carrying cost should be allowed on costs whose recovery has been deferred. The
principles for carrying cost have been laid down by the ATE in its Judgment dated 8
April, 2015 in Appeal No. 160 of 2012. Accordingly, MSEDCL has claimed carrying
cost on the Revenue Gap of FY 2014-15 and FY 2015-16, i.e., only till 31March,
2016.

Further to reduce the burden on consumers, MSEDCL has at present not claimed
carrying cost for the unrecovered Gap. However, considering the final financial
implications when audited figures become available for the respective years, the
carrying cost on the Gap as determined in the true-up process during the Mid-Term
Review (MTR) will be reviewed.

Commission’s Ruling

Regulation 5.1(a) of the MYT Regulations, 2015 required filing of MYT Petitions for
the 3rd Control Period by 15 January, 2016. However, considering difficulties raised
by various Utilities, the Commission vide Order dated 15 January, 2016 had extended
the time up to 15 February, 2016, including for MSEDCL.
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Vide letter dated 11 February, 2016, MSEDCL sought further time, but the
Commission rejected any further extension. Thereafter, on 3 March, 2016, MSEDCL
filed its original MYT Petition, including aprayer for condonation of the delay in
filing the Petition. The first TVS was held on 21 March, 2016. Thereafter , a second
TVS was held on 29 April, 2016 in which MSEDCL was directed to submit pending
replies to datagaps within a week, and to file its revised Petition incorporating its replies
to the data gaps and the issues raised during the TVS. However, MSEDCL submitted its
revised Petition only on 7 June, 2016 which was admitted by the Commission on 10
June,2016 for further regulatory process.

As regards the cost implication of the delay, the Commission has analysed each head
of expenses and revenue submitted by MSEDCL, and has determined the revenue
requirement to be passed on to consumers in this Order. While doing so, carrying cost
/ holding cost has been allowed only as per the principles laid down by ATE. The cost
implication on account of the delay in filing the final MYT Petition can be acertained
only at the true-up stage. Therefore, the Commission shall consider this issue at the
time of the Mid-Term Review (MTR). The Commission’s approach towards carrying
cost/holding cost has been elaborated in Chapter 6 of this Order.

2.2  Sales Projections
Objections/Suggestions

Balaji Electro Smelters Ltd., CMIA and several others stated that unrealistic sales
estimates have resulted in MSEDCL entering into long-term Power Purchase
Agreements (PPAs) for more than its requirements, due to which it is paying an
unduly large amount of Capacity Charges to some GeneratingStations.

Shri. V.V. Joshi of Tata Motors stated that MSEDCL has incorrectly related the
reduction in the High-Tension (HT) Industrial category sales as due to Open Access
(OA), and suggested that MSEDCL’s incorrect projections have resulted in a gap of
203 MU between the actual and projected sales for FY 2014-15. In fact, HT Industrial
category sales in FY 2014-15 were higher by 4.83% over FY 2013-14, which suggests
that OA has not had any negative impact on the HT Industrial category sales.

Shri. P. P. Karhade, for Urja Prabhodan Kendra,stated that, in spite of the decline in
revenue from sale of power in FY 2015-16 over FY 2014-15, MSEDCL has
projecteda sustained growth of around 6.3% per year in revenue from sale of power in
the 3rd Control Period, which seems to be based on incorrect assumptions.

Prayas (Energy Group) (‘Prayas’), an authorised CR,stated that likely migration on
account of the Solar Roof-top Net Metering dispensation has not been taken into
consideration by MSEDCL.

Shri. Suhas Khandekar sought clarification for the significant reduction in sale to
Railways from FY 2016-17 onwards.
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Vidyut Urja Equipments stated that Distribution Loss should not be applied to the
sales of Distribution Franchisees while computing the Energy Balance, as the
Distribution Franchisee area starts from 33 kilovolt (kV) and above and ‘Distribution
Loss after energy at distribution periphery’ has to be borne by the Franchisee.Balaji
Electro Smelters Ltd. and others also stated that Distribution Franchisees (DFs) are
liable to bear the Distribution Loss in their area. Adding Distribution Losses in the
Energy Balance even after discounting the Average Billing Rate (ABR) to Franchisee
is not permissible and incorrect.

Tata Motors stated that there is a difference in the Franchisee sales data mentioned in
the Petition and in the regulatory format for the 3rd Control Period, resulting in a sales
gap of 1,000 MU every year due to incorrect data in the Petition.

MSEDCL’s Reply

Based on past experience, the historical trend method has proved to be reasonably
accurate and is well-accepted for estimating the load, number of consumers and
energy consumption. Hence, MSEDCL has estimated energy consumption for various
customer categories primarily based on the CAGR trend of past years. Wherever it is
observed that the trend is unreasonable or unsustainable, or considering the impact of
OA on industrial consumption, the growth factors have been corrected to arrive at
more realistic projections. However, due to uncontrollable events, the actual sales are
not in line with the projected sales.

From November 2015, being a deemed Distribution Licensee, Railways stopped
procuring power from MSEDCL, which resulted in the reduction of sale to that
category. However, some of the consumers under Railway Traction are still with
MSEDCL and, accordingly, considering the sales of March, 2016, MSEDCL has
projected the sales of Railways for the 3rd Control Period at the same level.

Since the DF is an agent of MSEDCL, it has to consider the Loss within the
Franchisee area for Energy Balance. MSEDCL calculates Distribution Loss based on
the metered input energy and sales irrespective of the voltage level for all its
consumers. Hence, the Loss of every EHV consumer forms an integral part of
MSEDCL’s Distribution Loss.

Commission’s Ruling

The Commission has noted the objections as well as MSEDCL’s reply on the
methodology and assumptions for the consumer category-wise projection of sales and
estimation of OA sales over the 3rd Control Period. The Commission has undertaken
a detailed analysis of MSEDCL’s growth in category-wise consumers, Connected
Load and sales projections. The Commission’s analysis on the category-wise sales
growth rate is set out in Chapter 5.
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2.3 Agriculture Sales Estimation, Distribution Loss and Agricultural Metering
Objections/Suggestions

Shri. Pratap Hogade of Maharashtra Veej Grahak Sanghatana (MVGS) stated that
MSEDCL had abnormally increased the sales inthe Agricultural pumpsets category in
FY 2013-14 and FY 2014-15 in order to manipulate and hide the real Distribution
Losses, i.e., theft and corruption. As per the data (of 4,021 Feeders) given by
MSEDCL itself, at least half the Circles and 83% of the Feeders are showing negative
losses. Hence, agricultural consumption and losses must be reassessed by the
Commission, as was done in October, 2006. He also suggested that agriculture
consumption above the threshhold norm of 1,318 Hrs/HP/annum should be
disallowed.

Balaji Electro Smelters Ltd. and others referred to the data/information obtained by
MVGS on agriculture Feeder consumption from MSEDCL under Right to
Information, and stated that they have carried out an analysis of the data. For FY
2013-14 and FY 2014-15, there is a difference between the energy consumption as per
the data obtained under RTI and that presented in the present Petition. Referring to the
data of Feeders showing a negative loss, theycontended that MSEDCL has
abnormally increased the reported sales on these Feeders to hide their commercial
Distribution Loss.The data, not only for 4,020 Feeders but also for the remaining
Feeders, have several irregularities. They urged that this be controlled and erroneous
reporting be eliminated quickly. The Agriculture sales of 8,121 MU and 10,293 MU
for FY 2013-14 and FY 2014-15, respectively, may not be approved, and a similar
similar approach followed for FY 2015-16 and for the 3rd Control Period.

Balaji Electro Smelters Ltd. added that there are irregularities with respect to
agriculture sales on the remaining 13,111 Feeders. A third-party audit may also be
conducted on all the Feeders immediately, in line with the study being carried out
with the help of IIT with regard to Agriculture Feeders.In the past, the Commission
had already allowed increased levels of losses twice over and above the base
approved losses of 26.87%.Allowing a further increased level of Distribution Loss
again would amount to encouragement of theft,and cannot be allowed under any
provision of the EA, 2003, or the Rules and Regulations. The Commission may
determine the Distribution Loss trajectory without increasing the level already
allowed, and gains and losses on account of additional targeted Distribution Losses
have to be shared in accordance with the Tariff Regulations.

Vidharbha Industries Association (VIA), an authorised Institutional TCR,stated that,
on the one hand, MSEDCL has submitted a metering plan for 16,01,847 agriculture
consumers so as to complete metering of all agricultural consumers by 31 March,
2018. On the other hand, it has proposed an AG-unmetered tariff for FY 2018-19 with
projected sales of 10,581 MU and for FY 2019-20 with projected sales of 10,107 MU,
which indicates that conversion to metering of only about 15% of the un-metered AG
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consumers is envisaged till March, 2018. MSEDCL needs to show its commitment to
improve its Agriculture Supply Business model. For metering of agriculture
consumers, a two phase approach is suggested. In Phase I, all DTCsin each Circle
should be metered and farmers should be billed on a proportionate basis, which can be
termed as a Group Metering scheme. In such Group Metering, metered farmers would
not allow connection in any unauthorized manner by other farmers, and this would
also address the difficult task of visiting all the geographically scattered farms for
taking readings. In the present scenario, the readings of metered consumers are fake.
In Phasell, advanced technology for recording consumption of energy needs to be
deployed, or else spending large amounts on consumer-wise metering for Agriculture
consumers will not give the desired results.

VIA alsostated that the Commission in the past had disallowed a certain quantum of
power purchase on the grounds of unrealistic Agriculture sales data. If MSEDCL is
still not able to rectify the abnormal inputs, then power purchase corresponding to the
excess reported agriculture sales should be disallowed. VIA stated further that the
tariff for Agriculture un-metered category determined by the Commission is in
violation of Section 55 of the EA, 2003, as this provision does not permit a
Distribution Licenseesupply power without meters. The Commission alsomake a
provision for off-setting the period of interruptions on account of failure of a
transformer for more than 48 hours.

Confederation of Real Estate Developers’ Associations of India (CREDAI) - Nagpur
Metro stated that, for the second year in row, Maharashtra crop production has been
lower because of lower than average rainfall. Agriculture consumption declined in FY
2014-15, and the Economic Survey for FY 2015-16 has projected a 22% drop in food
grain production with deficient rain and drought conditions. In this background, the
Agriculture sales reported by MSEDCL are a matter of concern as unmetered sales
are 27% and 33% higher than the approved sales for FY 2014-15 and FY 2015-16,
respectively, and the Commission may initiate an investigation into the matter.
CREDAI stated that the Commission also needs to set prudent AT&C loss reduction
targets and allow only prudent costs in the ARR.

Shri. Hemant Kapadia, an Individual TCR,stated that in the Aurangabad Urban area,
out of 85 Feeders, the Distribution Loss on 46 Feeders is more than 42%, whereas
MSEDCL has claimed only 14-15% Distribution Loss. He asked for methodology and
action plan for proposed reduction in the Distribution Loss. He questioned the status
of the Agriculture Consumption Committee and stated that there is no progress in the
work and that, after a lapse of six months, no data has been furnished to the
Committee.

MSSSPL, ASPAI, Inox Air Production and others stated that MSEDCL has claimed a
Distribution Loss of 14.51% for FY 2015-16, which is higher than the approved level
of 13.50%. Hence, while estimating the ARR for FY 2015-16, the Commission should
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either disallow the excess power purchase beyond the approved Distribution Loss or
should consider the notional revenue from additional sales.

Inox Air Products and others stated that the proposed Distribution Loss reduction of
0.25% per year over the approved Distribution Loss for the 3rd Control Period should
not be accepted. Instead, a higher target of 1% reduction should be considered over
the approved level of Distribution Loss of each previous year.

Prayas stated that incorrect agriculture sales estimates have resulted in artificial loss
reduction. Data and analysis shows that the agriculture sales estimate is flawed and
unrealistic. Restatement of agricultural sales and Distribution Loss to realistic levels is
a must for meaningful tariff determination. Delaying this further would be a travesty
of the public process. Considering the appropriate hours of operation of agricultural
pumps would show that Distribution Losses are around 21-23% instead of the claimed
level of 16%.

Shri N. D. Patil, representing Maharashtra Rajya Irrigation Federation, observed that
in FY 2014-15 and FY 2015-16 several MSPGCL Generating Stations were not
operating due to water shortage. However, as per MSEDCL reports,Agricultural
pumpsets in these areas have reported operating hours in excess of 1800
hours/HP/annum. HT Agriculture connections, Irrigation Societies, and Agriculture
consumers with high Connected Load (10 HP and above) should be supplied only
metered power. Concession/ subsidy for these categories should be extended only for
metered consumption. The Commission may issue directions to MSEDCL that, no
bills should be issued to such categories without proper meter reading.

Thane-Belapur Industries Association (TBIA), an Authorised Institutional
TCR,contendedstated that the Agriculture consumption figures are not reliable and
should be reduced by at least 25-30%.

Shri. V. V. Joshi of Tata Motors stated that the Distribution Losses are higher than
approved by the Commission and there is no concrete plan to reduce them. Moreover,
MSEDCL has presented different figures of Distribution Losses.

Shri. Vivek Velankar, Sajag Nagrik Manch stated that the Distribution Loss level
should be fixed at 10% for the determination of Tariff. Zones with higher Distribution
Losses should be imposed with a ‘variable loss surcharge’. MSEDCL employees and
officers should be penalised if this loss level is not brought down.Indoworth India
Ltd. and several others also suggested that a Division-wise specific surcharge be
imposed on Divisions with losses beyond 20% so as to protect consumers in other
Divisions having lower losses.

Urja Sahyog, Dr G. H. Barhate, Shri. Vivek Velankar and others stated that the
agricultural consumption as reported by MSEDCL seem to be on the higher side,
considering the fact that FY 2014-15 and FY 2015-16 were drought years with poor
availability of water and reduction in the use of agricultural pumpsets.Shri. Velankar
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contended that this was a purposeful jugglery to show that T&D losses are less than
actual.

CMIA stated that MSEDCL is not taking action to control Commercial Losses, which
has resulted in higher tariffs. The Distribution Losses are as high as 40%, out of
which 30% are Commercial Losses. MSEDCL was manipulating agricultural Feeder
data, and the Commission may disapprove Agriculture sales of 8,121 MU and 10,293
MU for FY 2013-14 and FY 2014-15, respectively, and adopt a similar approach for
FY 2015-16 and the 3rd Control Period.

Maharashtra Industrial Development Corporation (MIDC) Industries Association,
Nagpur, Shri. Pramod Khandagale of MVGS and others urged a third-party
verification of Agricultural pumpset consumption along with Connected Load and
meter reading, stating thatthe actual Distribution Loss of MSEDCL is around 27%
and not as reported by it in the Petition. Stringent measures should be taken to limit
theDistribution Loss to 12% level so that MSEDCL’s inefficiency is not passed on to
industrial and other consumers.

TBIA presenteda Feeder-wise analysis in which Feeders with loss of ‘more than 50%’
consume almost the same energy as those with loss of ‘less than 15%’. This shows
that there are still a large number of Feeders with high losses and it is essential to
target and control their loss level.

Federation of Industries Association, Vidharbha, stated that, given the higher loss
level in the State, if the major power-consuming industries are given incentives to
establish industries closer to the power generation centres, the T&D losses can be
reduced to a great extent, thereby making power cheaper for consumers.

Shri. C.M Deshpande stated that, even one year after the direction given by the
Commission to carry out 100% metering by 2018, there seems to be no progress.
MSEDCL is neither interested in providing meters nor in taking readings. This is a
wilful violation of the Commission’s Order. He also stated that unmetered supply to
agricultural pumps has caused pumping of water in an uncontrolled manner which has
resulted in water scarcity and droughts.

Tata Motors, Urja Prabhodhan Kendra and others stated that MSEDCL has projected
conversion of 1 lakh unmetered agricultural consumers to metered connections every
year from FY 2016-17 to FY 2019-20. Considering the past trend and in the absence
of any concrete plan for reduction in unmetered consumers, MSEDCL’s claim
isunrealistic and needs revalidation. Urja Prabhodan Kendra added that, as per these
projections, it will take 15 years to convert unmetered into metered connections,
which is not acceptable. With such a large number of unmetered connections, the
financial condition of MSEDCL is bound to suffer.

Shri. Hemant Kapadia stated that, despite the directives of the Commission, not a
single Agriculture unmetered consumer has been converted to a metered connection
in the three Zones of Marathwada region.
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The Institution of Engineers (India) stated that all the unmetered agriculture
connections (pending since 2007) and all DTCs should be provided with meters for
proper energy accountingto minimise losses, and suggested that third-party Feeder
audits should be mandatory.

Shri. Kailash Khandelwal of Akola Industries Association stated that 100% metering
and billing of agriculture consumers should be done, and contended that actual
agriculture consumption may be lower than considered at present (based on
mathematical calculations).

Inox Air Products and others stated that MSEDCL is dumping the sales under
Agriculture consumption to justify imprudent power purchase contracts and to recover
higher Operation and Maintenance (O&M) expenses. As per its proposal of
converting 1 lakh unmetered consumers to the metered category, MSEDCL has
calculated the consumption of unmetered Agriculture consumers and added it to the
metered category, thereby inflating the figures of metered sales by 8,084 MU and
reducing the unmetered sales by 1,422 MU.

Shri. Avinash Prabhune, an authorised TCR and others stated that no tariff increase
should be allowed unless MSEDCL carries out 100% Agriculture metering and
DTC/Feeder metering.

Shri. Mahendra Jichkar stated that the Feeder management scheme introduced in the
Kamptee (Nagpur) area from May, 2016 has shown great progress in high-loss areas.
This activity has to be prioritised inatarget loss reduction programme.

Shri. Mahaveer Jain stated that, despite the Commission’s direction in Case No. 12 of
2012 not to release new unmetered agriculture connections, thousands of new
unmetered connections have been given. At the same time,existing
unmeteredconnections have not been converted into metered as per the Commission’s
directives.This should not be accepted and strict action should be taken.

MSEDCL’s Reply
Agriculture Sales

In its MYT Order dated 26 June, 2015 in Case No. 121 of 2014 (‘previous MYT
Order’), the Commission approved the category-wise sales based on the projections
made considering 11 months’ actual sales data. However, the Commission did not
accept the LT agriculture sales of 27,293 MU reported by MSEDCL in its additional
submission for FY 2014-15. Therefore, while approving the sales for FY 2014-15, the
Commission worked out the total sales based on the actual sales for 11 months for all
the categories except agriculture. For agriculture sales, the Commission considered
the projections of MSEDCL.

The LT input has increased by 13.95% in FY 2014-15 as compared to 2.52% in FY
2013-14, whereas total agriculture sale has increased by 23.34% in FY 2014-15 as

Case No. 48 of 2016 Page 33 of 617



MYT Order of MSEDCL for the period from FY 2016-17 to FY 2019-20

compared to 3.80% in FY 2013-14. This prima facie corroborates the increase in
agriculture sales.

There has been an increase in LT Agriculture sales, which is in line with the increase
in LT input. Thus, there has not been any unreasonable increase in LT Agriculture
sales.

Distribution Loss

Energy losses occur in the process of distribution of electricity to consumers due to
Technical and Commercial Losses. The Technical Losses are due to energy dissipated
in the conductors and equipment used for transmission, transformation, sub-
transmission and distribution of power. These Technical Losses are inherent in a
system and can be reduced only to an optimum level. They can be further segregated
depending upon the stage of power transformation and transmission system as
Transmission Losses (400 kV/220 kV/132 kV/66 kV), sub-Transmission Losses (33
kV /11 kV) and Distribution Losses (11kV and below). The Commercial Losses are
caused by theft, pilferage, defective meters, and errors in meter reading. The major
reasons for Technical Losses are large-scale rural electrification through long 11 kV
and LT lines, many stages of transformation, poor quality of equipment used in
agricultural pumping in rural areas, and coolers, air-conditioners and industrial loads
in urban areas.

It is worthwhile to look at the statistics of the main infrastructure being maintained by
MSEDCL across Maharashtra:

Table 2-1: MSEDCL Infrastructure across Maharashtra, as submitted by

MSEDCL

Particulars 31 March 2015 | 31 March 2016
No. of Sub-Stations 2,925 3,052
No. of Power Transformers 4,805 5,058
Capacity of Power Transformers (in MVA) 26,876 28,570
No. of Distribution Transformers 5,23,583 5,48,988
Capacity of Distribution Transformers (in
MVA) 49,029 52,503
LT Line Length (ckt-km) 6,07,657 6,28,592
11 kV Line Length(ckt-km) 2,70,095 2,78,096
22 kV Line Length(ckt-km) 31,925 32,270
33 kV Line Length (ckt-km) 40,112 41,260

Moreover, MSEDCL is serving the largest geographical area as compared to any State
Electricity Distribution Company in India. Due to its large geographical spread, the
length of LT lines is also significantly larger. These LT lines contribute significantly
to Technical Loss. The LT network is also vulnerable to Commercial Losses. Due to
the far-flung rural nature of agriculture consumers across the State, non-availability of
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quality agencies for meter reading and tendency of consumers not to keep metering
installations in order makes proper meter reading very difficult.

MSEDCL is making rigorous efforts in various areas including metering and billing
and is conscious that reduction in Distribution Losses will enable reduction in costs
and increase revenue, which will benefit the power sector in Maharashtra. The
Distribution Loss during FY 2009-10 to FY 2015-16 is tabulated below:

Table 2-2: Distribution Lossin FY 2009-10 to FY 2015-16, as submitted by

MSEDCL
FY 2009-10 | FY 2010-11 | FY 2011-12 | FY 2012-13 | FY 2013-14 | FY 2014-15 | Y 2015-16
(Provisional)
20.60% 17.28% 16.03% 14.67% 14% 14.17% 14.51%

In FY 2014-15, the actual Distribution Losses were 14.17% as against the approved
level of 13.75%.

MSEDCL endeavours to reduce Distribution Losses to the lowest possible level. It
has achieved a significant reduction in Distribution Losses in recent years from FY
2005-06. These efforts shall continue and be increased. However, loss reduction is a
slow process and becomes increasingly difficult as the loss levels come down. The
reduction in HT sales and increase in LT sales has also impacted the Distribution
Losses.

A Committee of experts has been constituted to look into the actual as against the
billed Agriculture load and Agriculture consumption. The Indian Institute of
Technology (11T), Mumbai has been appointed to assist the Committee for carrying
out the study. Based on the report of the Expert Committee and directives from the
Commission, appropriate action would be taken.

Agricultural Metering

MSEDCL has submitted a detailed plan for metering of unmetered Agriculture
consumers. However, it had not received approval from the Commission till the time
of submission of the present Petition. However, considering a realistic view,
MSEDCL proposed to convert 1,00,000 consumers per year to the metered category.
Considering an average load of 4 HP and unmetered index of 1,185, MSEDCL has
calculated the consumption of these unmetered consumers and that is added to the
metered category. MSEDCL has considered 0% growth for the remaining unmetered
consumption.

MSEDCL is releasing all new connections only with meters.
Commission’s Ruling
Agriculture Sales

Several objections have been raised regarding the estimation of agriculture sales by
MSEDCL. Various anomalies in agriculture sales estimation and the extent to which
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agriculture consumption is overstated have been cited, including in terms of the
number of hours of operation of agricultural pumps (showing higher hours of
operation in water-scarce areas).

The total sales submitted in the Petition and the sales as per the Audited Accounts for
FY 2014-15 match. In order to verify the Agriculture sales submitted by MSEDCL,
the Commission analysed the Circle-wise metered and unmetered data submitted by
MSEDCL ofthe number of Agriculture consumers, Connected Load, assessment of
Agriculture Index, Feeder-level energy input and Agriculture sales for FY 2014-15.
The analysis of the Commission has been set out in Sections 3.1 of this Order.

Distribution Loss

The computation of actual Distribution Loss in FY 2014-15, the computation of
efficiency loss on this account, and the sharing of this efficiency loss between
MSEDCL and consumers have been elaborated in Sections 3.4 and 3.30. The
Commission has restated the loss level for FY 2014-15 considering the revision in
Agriculture sales for that period. The loss has been restated to 16.36% against 14.17%
claimed by MSEDCL. As per the MYT Regulations, 2011, one-third of the efficiency
loss on account of non-achievemnet of the Distribution Loss target is passed on to
consumers, while the remainingtwo-thirds has to be borne by MSEDCL, as elaborated
in the Sections cited above.

For FY 2015-16, the Commission has computed a Distribution Loss of 18.24% based
on the revised sales, mainly on account of re-assessment of Agriculture sales as
approved for the year. Further, the impact of sharing of losses on account of non-
achievement of Distribution Loss target has been considered on provisional basis. The
Commission’s detailed analysis and rulings on the issue of Distribution Loss to be
considered for FY 2015-16 are elaborated in Sections 4.3 of this Order.

For the 3rd Control Period, the Commission has decided to set a trajectory for
reduction of Distribution Loss considering the restated Distribution Losses of FY
2015-16 as the base. As stated in Section 5.4, annual reduction of 1.5% in MSEDCL’s
Distribution Losses has been targeted over the 3rd Control Period. Further, the
opening Distribution Loss level and further trajectory for the 3rd Control Period has
been stipulated on a revised basis as the Distribution Loss excluding EHV sales, for
the reasons explained in Section 5.4.

Agricultural Metering

It is the responsibility of MSEDCL as a Licensee to meter all consumers as per
Section 55 of the EA, 2003. Some years ago, in its Order dated 13 October, 2006 in
Case No. 13 of 2006, the Commission had rejected MSEDCL’s prayer for extending
the statutory time limit (two years from the notification of the EA, 2003) to five years
for installing correct meters for agricultural consumers.
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In the previous MYT Order dated 26 June, 2015, the Commission directed MSEDCL
to complete metering of unmetered Ag consumers within 3 years. Accordingly,
MSEDCL had submitted a Detailed Project Report (DPR) for a Metering Programme
for in-principle approval of the Commission. The Commission observed that
MSEDCL has included in the scheme the cost towards Capacitos as a part of the
overall cost estimates, which is actually a cost to be borne by the individual
consumers and not by MSEDCL for passing on to all other consumers through the
ARR and tariff. The DPR was referred back to MSEDCL for revision and
resubmission. However, MSEDCL has not submitted any revised DPR for in-
principle approval till now. Notwithstanding this, in order to expedite implementation
of the scheme without any further delay, capitalisation for the scheme has been
allowed provisionally over the 3rd Control Period.

Until the above metering plan is fully implemented, the supply to un-metered
agriculture consumers would continue and cannot be allowed without any tariff. Thus,
the flat rate tariff structure (Rs/HP/month) for such un-metered Agriculture consumers
will have to continue for the time being. The Commission has determined the tariff
accordingly in Chapter 8 of this Order.

However, in order to promote metering, the Commission has further increased the
difference between the Average Billing Rate (ABR) of un-metered and metered
Agriculture connections. Further, a new sub-category of consumers withConnected
Load of above 7.5 HP has been created under the un-meterd Ag category with a
higher tariff. Such tariff differential may encourage un-meterd consumers to opt for
metered supply.

The Commission directs MSEDCL to provide meters for all un-metered LT
Agriculture pumpsets with Connected Load above 7.5 HP within one year from this
Order, out of the total target set in this Order for conversion of un-metered to metered
connections. The number of such consumers being relatively small (around 74,000), it
should not be difficult to procure appropriate meters of good quality in a short period.
Failure to implement this direction within the stipulated period may compel the
Commission not to consider the input energy required for such consumers. The
Commission expects MSEDCL to demonstrate its seriousness by prioritising this
while moving towards metering of all un-metered Agriculture consumers. The
Commission notes that MSEDCL has not even at its own submitted any information
for the steps taken by it such as purchase plan, supply of meters by vendors, then
prioritising plan for fixing these meters to all unmetered Agriculture Consumers post
issue of directions through Commission’s previous Order in Case No. 121 of 2014
dated 26 June 2015.

As per the previous MYT Order, metering of un-metered Ag consumers is to be
completed by FY 2017-18. However, MSEDCL has not demonstrated its seriousness
in this regard and delayed the process by including Capacitors in the DPR for
Agriculture metering. Nearly two years have lapsed without any substantive action by
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MSEDCL. Metering of 16 lakh un-metered Agriculture consumers in the remaining
period of 1 year, as envisaged in the previous MYT Order, would hardly be possible.
In these circumstances, the Commission has no other option but to revise the target for
metering of un-metered Agriculture consumer to a more realistic level. Accordingly,
the Commission directs MSEDCL to complete metering of all un-metered Agriculture
consumers by the end of the 3" Control Period, i.e. by March, 2020.

Power Purchase
Objections/Suggestions
a) Power Procurement and Planning

Balaji Electro Smelters Ltd., CMIA, and others stated that, given the high per unit
power purchase cost of MSPGCL’s Chandrapur Unit 3 and 4, they should be
discarded with no obligation to pay Fixed Charges. Balaji Electro Smelters Ltd.
referred to MSEDCL’s proposal of power purchase from new Generating
Stations/Units of MSPGCL, and stated that the power purchase cost of these new
Stations is high, with an average rate of Rs. 5.56/kwh.

Balaji Electro Smelters Ltd. further stated that, for FY 2016-17, if MSEDCL procures
power under Merit Order Dispatch (MOD) principles by not procuring power from
the new Generation Units of MSPGCL and procures power from existing Stations to
for which MSEDCL is liable to pay Capacity Charges, the average power purchase
cost can be around Rs. 3.57/kWh. The Commission may not allow MSEDCL to enter
into any new long-term PPA, including with upcoming GeneratingStations of
MSPGCL, direct MSEDCL to procure the additional power required from those
Stations to whom MSEDCL has to pay Capacity Charges, and to make efforts to
procure cheaper power from Power Exchanges by efficiently managing power
purchases. MSEDCL also has to procure cheaper power from short-term sources. If
any Generator agrees to supply cheaper power, MSEDCL should enter into a PPA of
three instead of seven years.

VIA questioned why, if the average power purchase cost (APPC) which comprises
80% of the ARR is increasing by only 10%, the tariff increase proposed is more than
22%. There is a need to re-examine the existing PPAs, and the terms should be
renegotiated by allowing the Generators to sell their power to third parties, thereby
reducing the Capacity Charges proportionately. Generating Plants whose Tariff is not
decided through competitive bidding and whose effective tariff is above Rs. 5/kWh
should be asked to resort to economic shutdown and only their employee and
maintenance cost should be considered for the ARR.

CREDAI asked that the power purchase cost be rationalised by progressively
reducing the share of MSPGCL and scrapping the PPA with the Rattan India. An
audit by the Comptroller and Auditor General (CAG) should be sought of the power
purchase for the last 10 years.
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VIA and othersstated that short-term power purchase in case of shortfalls, including
purchase from the day-ahead market, should be explored.

Mahratta Chamber of Commerce, Industries & Agriculture (MCCIA), Pune, MVGS,
Akot MIDC Industries Association, Shri Hemant Kapadia and several others stated
that MOD principles should be mandatorily followed while arriving at the ARR.
MCCIA added that MSEDCL should procure available cheap power to cater to its
requirements rather than costly power so as to reduce its purchase cost and thereby
give relief to consumers.

MIDC Industries Association, Nagpur, MVGS and others stated that the power
purchase rate from MSPGCL is around 1 Rupee higher than that of private
Generators. The Commission should take stringent measures to improve the
efficiency of MSPGCL Units such that they achieve an average PlantLoad Factor
(PLF) of 80%, thereby resulting in reduction of its power purchase rate.

Shri. Avinash Prabhune, an authorised CR stated that the cost of power purchase from
MSPGCL is higher than the average cost from other sources. This will have a major
impact on the overall power purchase cost of MSEDCL as 40% of the power is
procured from MSPGCL. Power purchases at rates higher than the average purchase
cost must be disallowed and there should be strict implementation of MOD.

Dr.G.H. Barhate, authorised CR, and others stated that, due to lower PLF of
MSPGCL’s Generating Stations, their cost of generation is higher as compared to
private and Cntral Sector Generators. MSEDCL is incurring a heavy cost on power
purchase by procuring power from MSPGCL.

Shri. Pratap Hogade of MVGS stated that power purchase cost from MSPGCL is
more than Rs. 4 per unit while ample power is available in the market at a lower rate
of Rs. 3.5 per unit. The power purchase cost should be brought down to the minimum
and MOD principles should be strictly observed.

Shri. P.P.Karhade of Urja Prabhodan Kendra stated that MSEDCL isbuying power
from MSPGCL even thoughthe generation cost of MSPGCL is very high as compared
to others. MSEDCL should to revisit its power procurement from such expensive
vendors and be selective in procuring poweronly from Units with lower generation
cost. Higher power purchase cost is the main reason for higher Tariff.

Videocon Industries, Piaggio Vehicles and others objected to the proposed purchases
from tied-up power which is increasing average procurement price to more than
Rs.4.00/unit. They suggested that MSEDCL procure power from inter-State
Generators on MOD basis, which might save at least Re. 1/unit. The Commission may
provide guidelines for MOD.

Dr. Ashok Pendse of TBIA argued thatthere is no provisioneither in the
Commission’s Availability-Based Tariff (ABT) Order of 2007 or in the PPAs which
state that every Stationor Unit in the State must run at its technical minimum, and
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MSEDCL's claim running on technical minimum is required is not supported even by
their actions in the past. MSEDCL should look at other sources such as the Power
Exchanges, short-term power purchase, Traders, Captive Power Plants (CPPs), etc.,
instead of buying expensive power from MSPGCL.The power purchase should be
strictly as per the MODas defined by the Commission. Any deviation should be
disallowed from the power purchase. As per MSEDCL’s submission, 24% of the
fixed costs for FY 2016-17 will be going towards stranded generation capacity. Under
such circumstances, MSEDCL has to make an effort to walk out of the contracts, as
done by Utilities in other State such as Delhi.

Inox Air Products, Alloy Steel Producers’ Association India (ASPAI) and several
others stated that it seems like NTPC is not billing MSEDCL strictly as per the Tariff
norms approved by CERC in Tariff Regulations, 2014 as various discrepancies have
been observed in the NTPC billing. The Commission should direct MSEDCL to
undertake strict scrutiny of NTPC billing of the Variable Charge and ensure that
NTPC billing is strictly as per CERC Tariff Regulations. Inox Air Products, ASPAI
further stated that the variable cost projection of NTPC Stations seems to be on a
higher side and the Commission should scrutinize the variable cost of NTPC Stations
for FY 2016-17 onwards.

MSSSPL and ASPAI stated that power purchase cost of the Central Sector Kawas and
Gandhar Gas Plants should be disallowed as the Statehas surplus power and procuring
expensive power from gas-based Generating Stationis not prudent. The power
purchase from National Thermal Power Corporation (NTPC)’s Mouda Plant should
also be disallowed as it does not have a Fuel Supply Agreement (FSA) at the notified
price and has a very high variable cost.

Vidyut Urja Equipments Pvt. Ltd. stated that MSEDCLIis already paying Capacity
Charges on its allocated share. However, it can save Rs. 2,952 crore if, instead of
procuring power from MSPGCL’s new Stations, it procures power from
GeneratingStations to whom it has to pay Capacity Charges.

b) Power Purchase from Renewable Energy Sources

Shri. Kaparthi of Balaji Electro Smelters Ltd. stated that MSEDCL has proposed
power procurement from Renewable Energy (RE) sources at a high rate, and should
instead procure power from cheaper sources through ‘reverse bidding’ like NTPC.

Century Enka Pvt. Ltd. and several others stated that the power purchase cost from
RE sources is projected to be very high (Rs. 5.77/kWh) for FY 2015-16. The quantum
is 7.4% of total quantum projected for FY 2015-16. It should be restricted to the
minimum, and MSEDCL should focus on purchase from other sources with lower
cost.

Parabhani Jilha Ginning Pressing Association, Parbhani stated that rates for RE power
purchase are double the MSPGCL rates. The Commission may to review the
Renewable Purchase Obligation (RPO) target of 12%, and set RE tariff rates at par
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with other States. MSPGCL should be made to buy more Solar energy, which is
available at reasonable rates.

c¢) Past Period Power Purchase Reconciliation With MSPGCL

Balaji Electro Smelters Ltd. stated that MSEDCL had been paying Delayed Payment
Charges (DPC) and interest to most of the Generators. This amount should be
deducted from the allowed power purchase expense.

MSSSPL and ASPAI stated that the Commission should consider Rs. 17,916 crore
towards power purchase from MSPGCL based on the Audited Accounts, as against
Rs. 1916 crore claimed by MSEDCL for FY 2014-15. The Commission should
disallow the DPC paid to MSPGCL (amounting to Rs. 1,051 crore) and other
Generating Stations (including NTPC).

Shri. V.V. Joshi representing Tata Motors stated that comparison of MSPGCL’s FY
2014-15 Director’s Report and MSEDCL Petition for FY 2014-15 shows that
MSEDCL purchased 4,457 MU (9%) less from MSPGCL but paid Rs. 242 crore
(1.28%) more. MSEDCL’s true-up Petition for FY 2014-15 needs to be corrected for
this excess cost of power purchase of Rs. 242 crore. Similarly, the ARR of MSEDCL
for FY 2016-17 to FY 2019-20 should be reduced by Rs. 6,372 crore for the projected
excess cost of power purchase from MSPGCL.

d) Surplus Power

Prayas stated that MSEDCL has no plan to sell surplus power. If surplus power is sold
at Rs. 3.50/unit, asignificant reduction in revenue requirement is possible. MSEDCL
needs to explore ways to earn revenue from sale of surplus power. These options
could be (a) sale to the Mumbai Distribution Licensees through medium-term PPAs
(b) sale to Licensees and OA consumers outside the State (c) incentivise large
consumers to consume more than their previous year’s total consumption.

Prayas also suggested that MSEDCL should not sign any new PPA for MSPGCL or
NTPC capacity, and should explore ways to surrender stakes in NTPC

Balaji Electro Smelters Ltd., CMIA, and others objected to the sale of surplus power
at a lower rate of Rs 2.16/unit, resulting in loss. They contended that MSEDCL rather
than consumers should bear this loss.

e) Cost of meeting Environmental Norms

Prayas stated that MSEDCL has not accounted for levy of Clean Environment Cess,
and compliance of Ministry of Environment, Forests and Climate Change (MoEF)
norms as per the Environment (Protection) Amendment Rules, 2015 in the power
purchase cost.

Exide Industries Ltd., Asahi India Glass Ltd., and others stated that many Generators
may not have the technical and financial viability to meet the MoEF norms of
substantially reducing water consumption and gas emissions. The Commission may
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scrap certain PPAs which are likely to put an unsustainable burden on consumers for
implementing stricter environmental norms.

MSEDCL’s Reply
a) Power Procurement and Planning

As regards power purchase at high cost from MSPGCL, almost the entire power
procurement of MSEDCL is done at regulated Tariffs or competitive rates as
approved by the Regulatory Authorities (the MERC or CERC). The additional power,
if required on round-the-clock (RTC) basis or for a specific period, is purchased
through Power Exchanges or through competitive bidding on a transparent
E-Tendering basis.

As per the provisions of PPAs, MSEDCL has to pay the fixed costs even if the power
from a Generating Station is not scheduled as per the MOD principles. Due to the
impact of such fixed costs, the per unit rates of various Generating Stations change
significantly. To avoid the burden of such high fixed costs, MSEDCL in coordination
with the MSEB Holding Co. Ltd. (MSEBHCL) has decided to optimize the power
purchase from MSPGCL as discussed further below.

For cost optimization, MSEDCL has decided to procure power from the most efficient
units and to shut down unitswith higher cost from its power purchase in such a way
that no fixed cost obligation arises in case the Plant is shut down. Accordingly, certain
generation units of MSPGCL are proposed to be shut down.

For Parli Unit 6 and 7, since the actual PLF is lower than the normative, the Fixed
Charges have been reduced on pro-rata basis in line with the MYT Regulations, 2015.

As regards inefficiency and low PLF, MSEDCL purchases power from MSPGCL at
the rates approved by the Commission. MSPGCL is a separate corporate entity whose
operational parameters for determination of Tariff are as per the approval of the
Commission, and MSEDCL does not have any specific comment to offer.

As regards power purchase from Kawas and Gandhar gas based Generating Stations
and NTPC Mouda, MSEDCL is receiving power from these Generating Stations as
per the share decided by the Ministry of Power.

The power from the Generating Station is scheduled by the Maharashtra State Load
Despatch Centre (MSLDC) as per the MOD stack given by MSEDCL. MSEDCL has
been procuring power from these Stations based on the MoP allocation and as per the
MOD stack within the provisions contained in the PPA.

MOD principles have been adopted based on the rates as approved by the
Commission, and inefficient Plants have been backed down.

CERC approves the Tariff for the Central power Stations unit-wise based on the
CERC Tariff Regulations, 2014.
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b) Power Purchase Cost from RE sources

As per the MERC (Renewable Purchase Obligation (RPO), its Compliance and
Implementation of REC Framework) Regulations (‘RPO Regulations’), 2016,
MSEDCL needs to procure electricity generated from RE sources. For the 3rd Control
Period, the quantum of purchase required (in %) from RE sources ranges from 11 to
15%. Thus, to comply with the RPO target as stipulated above, the power purchase
from NCE cannot be below the stipulated range.

¢) Reconciliation of Power Purchase Cost for FY 2015 From MSPGCL

MSEDCL had proposed Rs. 19,161 crore as the cost of power purchase from
MSPGCL, and not Rs. 1,916 crore as cited by the Objector. As against the estimation
of Rs. 19,161 crore, the actual power purchase cost from MSPGCL was Rs. 19,212
crore.

MSEDCL has submitted the reconciliation in the power purchase amount as per the
Audited Annual Accounts reported by MSPGCL and MSEDCL for FY 2014-15.As
per the reconciliation, the liability towards power purchased from MSPGCL for FY
2014-15 has been correctly accounted by MSEDCL.

d) Trading of Surplus Power

Considering the power scenario at various times, the surplus Generators are backed
down to the technical minimum.

Due to a drop in demand during night hours, surplus power is available. As generation
cannot be reduced below the technical minimum, the surplus power (after backing
down) needs to be taken out in order to maintain the stability of the system. The
power so traded is at the market rate, which is uncontrollable and depends on the
demand-supply situation.

e) Cost of Meeting Environmental Norms

MSEDCL has submitted the present Petition as per the MYT Regulations, 2015. The
norms specified the Generators are not under the purview of MSEDCL.

Commission’s Ruling

The Commission has approved the power purchase expenses for FY 2014-15 after
prudence check which included reconciliation of cost with MSPGCL Audited
Accounts and verification of sample bills for various Generating Stations. The
detailed analysisis set out in Section 3.5 of this Order.

During the admission process and the public consultation process, it has been
contended that MSEDCL had not strictly followed MOD principles while procuring
power from various Stations during FY 2015-16. To analyse this further, the
Commission had sought clarification from MSEDCL regarding instances in which it
had not adhered to MOD principles in FY 2015-16 along with the reasons. The
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2.5

Commission’s observations and views on the power purchase cost and quantum for
FY 2015-16 are set out in Section 4.4 of this Order.

As regards projections of procurement from MSPGCL, the Commission has analysed
the Station-wise cost of generation of MSPGCL in its MYT Order in Case No. 46 of
2016. In that Order, the Commission has taken the landed prices of fuels based on the
actual landed prices for January to March, 2016, after adjusting the coal price for
increase in the Clean Environment Cess (earlier known as Clean Energy Cess).

While considering the projected power procurement plan of MSEDCL for the 3"
Control Period, the Commission has considered the parameters approved in the
MSPGCL MYT Order. The Commission has also taken into consideration the optimal
power procurement mix considering the MOD principles forleast-cost procurement.
For factoring the seasonal and monthly variations in demand and supply, the
Commission has analysed the month-wise MOD. Availability from new Generating
Stations has been takenconsidering realistic dates of commissioning. The
Commission’s views and analysis of MSEDCL’s power purchase quantum and costs,
including from RE sources, for FY 2016-17 to FY 2019-20 are set out in Chapter 5.6.

As regards surplus energy, the Commission notes that,based on its analysis, a
significant quantum of surplus energy of around 25,000 MU in the first year,
increasing to around 42,000 MU in the last year, is projected during the 3rd Control
Period. In view of this expected surplus, MSEDCL should explore possibilities of
selling the surplus power through short-term/ medium-term bilateral contracts or
through Power Exchanges in an optimal and efficient combination and manner, so
that its net power procurement costs are reduced.

Operation and Maintenance Expenses
Objections/Suggestions

Balaji Electro Smelters Ltd. pointed out that the proposed O&M expenses are higher
than the normative. MSEDCL has to improve its performance to reduce these
expenses. Marathwada Development Board stated that the actual expenses always
exceed the approved expenses, and asked whether improvement efforts are in the right
direction.

CREDAI suggested that telephone and postage related expenses can be reduced by
mandatory use of internet, intranet, emails and voice calling on internet, which would
also reduce the cost on stationary and printing. Conveyance and travel expenses
should be reduced by using audio/video conference calls and sharing details using
software like Team Viewer. Instead of a large number of security personnel,
deployment of security cameras and control through a centralised monitoring control
room should be put in place. Furher, electricity consumption may be reduced by using
LED bulbs and installing Solar rooftop plants atMSEDCL’s buildings and sub-
Stations.
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Shri Avinash Prabhune stated that O&M expenses are high. Employee expenses are as
high as five times the R&M expenses, and large huge expenses should not be
allowed.Shri. Gurpreet Singh Bagga, CMIA also stated that MSEDCL's O&M
expenses are increasing steeply every year, leading to higher Tariffs. He urged
MSEDCL to improve performance and strive to reduce such expenses.

Shri. Hemant Kapadia pointed out that O&M expenses projected in the 3™ Control
Period ranged from 76 paise per unit to 86 paise per unit, as compared to 73 paise per
unit in FY 2015-16.Dr. G. H. Barhate, an authorised CR, also stated that the proposed
O&M expenses ranged from 73 paise to 89 paise per unit, as against around 25 to 35
paise per unit in neighbouring States. Given the difference of Rs. 11,537crorebetween
normative and projected O&M expenses for FY 2016-17 to FY 2019-20, the proposed
O&M expenses should not be approved.Shri. Pratap Hogade, MVGS also stated that
the projected O&M expenses are very high. Normative expenses are around 55 to
63paise per unit, and any excess should be disallowed.

Shri. R.B. Agrawal and Advocate Anil Harishchandra Vyas stated that the claim for
O&M expenses is misconceived. The major portion of the revenue requirement is
being spent on salaries of employees, which should not be the case.

MSSSPL and ASPAI sought clarification regarding the computation of O&M
expenses, since the expenses claimed by MSEDCL from FY 2016-17 onwards are not
in accordance with the MYT Regulations. Further, wage revision-related expenses
and arrearsshould be allowed only on the basis of actual payment and not
provisionally on the basis of payment expected to be made in the future, as has been
done for MSLDC and Brihanmumbai Electric Supply and Transport Undertaking
(BEST). Gratuity and earned Leave Encashment has been claimed on actuarial
valuation.However, these liabilities are unfunded, which amounts to serious
regulatory fraud.

Prayas stated that the estimation of O&M expenses for the 3rd Control Period is not
as per the MYT regulations.

Balaji Electro Smelters Ltd. stated that MSEDCL should digitize all inventory and
Fixed Assets and maintain proper records for quantity, quality and value under each
head of capital expenditure and others.Accountability should be fixed on the officers
for the safe custody of inventory in their areas taking into account adverse comments
made by auditors and faults pointed out by auditors on the ERP-SAP of MSEDCL on
inventory and Fixed Assets.

MSEDCL’s Reply

O&M expenses are required for day to day operations. The allowed expenses based
on the methodology/ procedure in the MYT Regulations, 2015 would lead to much
lower projection of O&M expenses for the Control Period due to lower inflation
factor/index. Considering the past trends and inflationary indices, an increase of only
2.76% per annum on this basis would lead to under-estimation of expenses which will
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be difficult for MSEDCL to sustain.Therefore, MSEDCL has calculated the O&M
expenses based on historical trends, salary and wages principles and inflation.

The O&M expenses approved by some other State Commissions for FY 2016-17 are:
Madhya Pradesh — 73 paise/unit, Karnataka — 61 paise/unit and Andhra Pradesh — 56
paise/unit. The O&M expenses of MSEDCL are comparable to these States. It has to
be noted that MSEDCL is serving to a larger area than any other Distribution
Licensee in Country.

MSEDCL has proposed the administrative expenses based on the historical trends and
inflation. Its administrative expenses are more or less at par with those of other
leading State Distribution Utilities in the country.

As regards inventories and materials purchased, MSEDCL reviews its inventories and
takes appropriate action to control them.

There is no regulatory fraud if the Gratuity and Leave Encashment are unfunded. As
per Note No. 16 of Notes to Accounts in MSEDCL’s Annual Report for FY 2014-15,
Gratuity (Unfunded Defined Benefit Plan: Gratuity)is payable to all employees of
under the Payment of Gratuity (Amendment) Act, 2010 and MSEB Gratuity
Regulations, 1960, whichever is more beneficial to the employee. Leave Encashment
Benefit (Unfunded Defined Benefit Plan: Leave Encashment) is payable to all
employees as per the Company’s Employees Service Regulations, 2005. The earned
leave and half average pay can be accumulated up to 300 and 360 days respectively.

Gratuity and long-term compensated absences as per actuarial valuations as on 31
March, 2015 are recognized in the financial statements in respect of Employee
Benefits Schemes. MSEDCL has not made any investments in planned assets.

The Accounting Standards 15 and the above regulations permit aDefined Benefit Plan
which is unfunded.Accordingly, the employee benefits of Gratuity and long-term
compensated absences have been accounted, and the claim that it entails a serious
regulatory fraud is not valid.The change in the Defined Benefit Obligation during the
period is given below:

Table 2-3: Defined Benefit Obligation, as submitted by MSEDCL (Rs.lakh)

. Leave Encashment Gratuity
Particulars

FY 2014-15 FY 2013-14 FY 2014-15 FY 2013-14
Opening Defined Benefit
Obligation 1,21,255 1,49,021 1,87,435 1,58,425
Current Service Cost 10,838 13,601 9,571 7,485
Interest Cost 9,144 12,349 15,258 11,858
Action Plan Participants
Contribution 0 0 0 0
Acquisition/Business
Combination/Divesture 0 0 0 0
Benefits Paid (18,125) (29,580) (43,180) (25,860)
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. Leave Encashment Gratuity
Particulars
FY 2014-15 FY 2013-14 FY 2014-15 FY 2013-14
Past Service Cost 0 0 0 0
Curtailments/Settlement 0 0 0 0
Actuarial (Gains)/Losses 25,910 37,956 52,885 35,528

As per Para 61 of the Accounting Standards 15, MSEDCL has included the following
amounts in the calculation of Profit and Loss (P&L) charge as below:

Table 2-4: Profit and Loss Charge, as submitted by MSEDCL (in Rs.lakh)

. Leave Encashment Gratuity
Particulars
FY 2014-15 FY 2013-14 FY 2014-15 FY 2013-14
Current Service 13,601 10,838 9,571 7.485
Cost
Interest Cost 12,349 9,144 15,258 11,858
Actuarial
(Gain)/Loss 37,956 25,910 52,885 35,528
P&L Charge 63,906 45,892 77,713 54,871
Less: Benefits Paid (29,580) (18,125) (43,180) (25,860)
Balance 34,326 27,766 34,533 29,010
Income/Expenses

The P&L charge of Rs. 777.13 crore has been created as per the provisions of Para 61
of Accounting Standards 15. The contention that the provision for Gratuity has been
created so as to match the incremental liability of Gratuity based on actuarial
valuation is invalid, as evidenced from the calculation in the above Table.

Further, as per the same para of the Standards 15, the effect of any settlements and
curtailments is reduced from the P&L charge. Accordingly, Rs. 431.80 crore has been
reduced and the net charge to P&L is Rs. 345.33 crore.

Commission’s Ruling

The Commission has taken the O&M expenses for FY 2014-15 and FY 2015-16 for
the Distribution Wires and Retail Supply Business separately as per the MYT
Regulations, 2011. It has treated O&M expenses as a controllable parameter and
accordingly considered the sharing of gains and losses for FY 2014-15 in accordance

with the Regulations. The Commission’s view and analysis are set out in Chapters 3
and 4 of this Order.

For FY 2015-16 and the 3rd Control Period, although MSEDCL has claimed O&M
expenses applying certain inflation rates, it has also submitted the workings of O&M
expenses as per the norms in the MYT Regulations.

If the expenses claimed by MSEDCL are allowed, then the purpose of specifying
norms, after due regulatory process and consultation would be defeated. Therefore,
the Commission has considered the O&M expenses for the 3rd Control Period as per
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2.6

the MYT Regulations, 2015. The O&M expenses allowed over this Period have been
detailed in Chapter 5of this Order.

The Commission has noted MSEDCL’s submission regarding provisioning and
treatement ofGratuity and Leave Encashment benefits in line with the Accounting
Standards.

Capital Expenditure and Capitalisation
Objections/Suggestions

MIDC Industries Association, Amravati, MVGS, Buldhana, Forstar Frozen Foods
Pvt. Ltd., and several others stated that the capital expenditure of MSEDCL is around
1.5 times or more than that of private Utilities. It should be controlled and brought
within limits. Shri. Suhas Khandekar and others suggested that the Commission
should compare this across Utilities and require data and explanations from
MSEDCL.

Shri. Gurpreet Singh Bagga, CMIA pointed out that MSEDCL has already spent more
than Rs 50,000 crore on capital expenditure since FY 2007-08, and no other
Distribution Company has spent even 25% of this amount during this period.
Increasing capital expenditure results in increase of interest on term loans, thus
resulting in steep increase in Tariff.

Shri. Avinash Prabhune and others suggested that MSEDCL should not be permitted
to incur any capital expenditure unless a satisfactory CBA is submitted to the
Commission, and added that an independent audit of capital expenditure is necessary.

Dr. Ashok Pendse, TBIA, stated that, even after capital expenditure of Rs. 18,000
crorein the last four years, there is no significant improvement. The capital
expenditure should be pruned.

Shri. Pratap G Hogade, MVGS stated that MSEDCL has spent more than Rs 40,000
crore in the last 10 to 12 years as capital expenditure, without improvement in supply
quality. The capital expenditure of the last 10 years should be physically verified and
audited by the Commission or a thrird party appointed by it.

Vidyut Urja Equipments Pvt Ltd., and Balaji Electro Smelters Ltd. stated that
MSEDCL is proposing very large capital expenditure of Rs. 38,945 crores within five
years, which is unwarranted if the benefits are not achievable and undesirable, or if it
results in an unjustified tariff increase. MSEDCL should be directed to maintain
detailed records of inventory and cost-benefit analysis (CBA) of all schemes along
with monitoring, review and results from those schemes from time to time.

Prayas highlighted some shortcomings in the Petition, such as the capital expenditure
projected being based on unapproved grants.

Shri. N. Ponrathnam (an authorised CR) sought clarification of the purpose of single-
phasing schemes under the DeenDayalUpadhyay Gram JyotiYojana (DDUGJY) and
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Gaothan Feeder Separation Scheme, when MSEDCL is claiming uninterrupted power
supply.

MSSSPL and ASPAI contended that, as per the Audited Accounts, capitalisation of
employee expenses and administrative and general (A&G) expenses are on an adhoc
basis @15% without ascertaining these expenses, which shows that the capitalisation
amount claimed by MSEDCL is not on the real value of assets. Hence, unless
MSEDCL provides details of these expenses, capitalisation may be approved
excluding these expenses. Further, capitalisation should be approved only after
carrying out verification of Fixed Assets. They suggested that the Commission should
not reconsider the disallowances of Gross Fixed Assets (GFA) for previous years
amounting to Rs. 1,336 crores, unless justification is provided by MSEDCL,; and not
allow capitalisation for schemes for which MSEDCL has not provided the CBA.

Balaji Electro Smelters Ltd. stated that MSEDCL has accepted time/cost over
runs/inefficiencies on the approved capital expenditure but insists on capitalisation of
final expenditure every time, which is not in accordance with the MYT Regulations.
The Commission should deduct the amount of variation on account of controllable
factors of each capital expenditure scheme. MSEDCL should be directed to undertake
monitoring and control of each capital expenditure scheme from the sub-Division
level through CBA. Action should be taken on irregularities and under-achievement
of benefits. The details should be submitted to the Commission quarterly and publish
on the MSEDCL website.

MSEDCL’s Reply

The basic objective of capital expenditure is to upgrade the ageing and weak
distribution network to desirable standards so as to provide better network reliability
and sustainable performance. It is, therefore, essential to take necessary measures to
meet the challenges arising from the EA, 2003 and rules and regulations, such as the
Standards of Performance (SoP) Regulations of the Commission.

The capital expenditure also envisages reinforcement of the system to provide quality,
security and availability of power supply to the consumers, to undertake system
development to meet the load growth, to achieve the targeted reduction in system
losses, undertake automation and other improvement works to enhance customer
service and fulfil social obligations such as electrification of unserved areas.

The Commission has given in-principle approval to all infrastructure schemes with
capital expenditure of more than Rs. 10 crore. While giving approval, the
Commission has already scrutinized the expenditures proposed on each scheme. The
CBA for all infrastructure schemes have been submitted to the Commission and is
examined by it.

The reduced Distribution Losses, higher collection efficiencies, number of new
connections released and time taken for release of new connections are some of the
tangible benefits of capital expenditure which MSEDCL has achieved.
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As regards impact of opening GFA, the Commission has allowed the capex-related
expenses for FY 2007-08. Accordingly, the corresponding opening GFA should
change. MSEDCL has provided the CBA for the corresponding years.

A&G expenses and employee expenses have been calculated as per the corrigendum
dated 1 December, 2011 to Accounting Circular 789 issued by MSEDCL. The A&G
expenses and employee expenses are added at 15% of Work in Progress (WIP)and the
A&G and employee expenses capitalised.

Physical verification of Fixed Assets was conducted at the MSEDCL Head Office and
CircleOffices in FY 2014-15. This exercise will be repeated once in three years.
MSEDCL proposes to update asset records and carry out physical verification at the
Division and sub-Division levels in FY 2016-17.

As regards capitalisation for FY 2014-15 and FY 2015-16, MSEDCL stated that it has
already submitted the CBA reports for FY 2014-15. The CBA reports for FY 2015-16
will also be submitted to the Commission after finalization of Audited Accounts for
FY 2015-16.

The DDUGJY was launched by Govt. of India (Gol) for creation of infrastructure for
distribution of energy in rural areas.

The demand for electricity in rural areas is increasing due to increase in the consumer
base, changes in lifestyle and consumption patterns which requires continuous
strengthening and augmentation of the distribution network. Corresponding
strengthening and augmentation of the sub-transmission and distribution infrastructure
is also necessary to ensure reliable and quality power supply in rural areas.

Commission’s Ruling

For capital expenditure and capitalisation, the Commission has considered only those
schemes which it has approved in-principle based on the DPRs submitted by
MSEDCL, except for the Agriculture metering-related scheme which has been
allowed provisionally for expediting its implementation. In addition, for FY 2014-15
the Commission has considered only those schemes whose costs and benefits have
been clearly stated by MSEDCL. For FY 2014-15 and FY 2015-16, the Commission
has also carried out scrutinyof the actual capitalisation.

Based on scrutinyof the actual capitalisation in FY 2015-16 under the scheme ‘Infra
Plan Works-II’, the actual capitalisation reported was only Rs. 483 crore as against
Rs. 2,440 crore proposed, and the Commission has provisionally approved Rs. 483
crore against this scheme. Capitalisation towards non-DPR schemes has been allowed
only upto the threshold limit of 20% of the capitalisation towards DPR schemes.

The Commission has disallowed 50% of the IDC of those schemes whose
capitalisation has exceeded the in-principle approval. The Commission’s observations
regarding the capitalisation in excess of the costs approved in principle are elaborated
in Section 3.7 and 4.7.
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As regards the capitalisation for 3" Control Period, in Section 5.8 the Commission has
analysed MSEDCL’s capital expenditure and capitalisation claims. Over the 3rd
Control Period, as against MSEDCL’s claim for capitalisation of Rs. 32,685 crore, the
Commission has allowed Rs. 16,758 crore based on the analysis in that Chapter.

2.7  Depreciation
Objections/Suggestions

MSSSPL and ASPAI stated that not all assets of MSEDCL are new, and this would
reduce the depreciation rate below 5.28%. Hence, the depreciation rates should be
allowed after scrutiny, and the advance against depreciation allowed in the past needs
to be verified. Further, for SAP implementation, MSEDCL has claimed excess
depreciation of Rs 1,007 crore, for which year-wise details should be sought and the
holding cost ascertained.

Shri. N. Ponrathnam sought clarification regarding the depreciation expense
collection and accumulation till date.

MSEDCL’s Reply

MSEDCL has calculated the depreciation considering the rates in the MYT
Regulations. In Form 5.1, it has provided the calculations for depreciation.

The Commission has discontinued the provision for Advance against Depreciation
from the MYT Regulations, 2011.

As regards excess provision for depreciation, MSEDCL has undertaken the final true-
up of FY 14-15 as per the Audited Accounts. MSEDCL has claimed the Prior Period
Income/expenses as per the methodology adopted by the Commission previously.

In reply to Shri. N. Ponratnam, depreciation is the systematic reduction in the
recorded cost of a Fixed Asset. Depreciation is provided for replacement of existing
Fixed Assets in future. The MYT Regulations, 2015 also permit recovery of
depreciation on the value of Fixed Assets.

Note 12 - Fixed Assets” provides the details of Gross Block, Depreciation Reserves
and Net Block.

Commission’s Ruling

The Commission’s analysis of the depreciation claimed by MSEDCL is set out in
Section 3.8, 4.8 and 5.9.

2.8 Interest on Working Capital and Consumers’ Security Deposit
Objections/Suggestions

VIA stated that MSEDCL has been contending that,at the time of demerger, it
received only notionally an amount of Rs. 1823 croreagainst Consumers’ Security
Deposit (CSD) and no cash and that, therefore, it may be excluded from the CSD in
the working capital formula. If another entry of receivables which was given to
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consumers against that CSD which MSEDCL has duly encashed in the form of
recovery, this comes to 3141.63 crore. As such, both entries need to be considered
while deciding this issue. MSEDCL’s claim that its cash flow issues are on account of
disallowing working capital interest due to adequate working capital as per the
formula is incorrect. The cash flow is affected because MSEDCL is unable to recover
Ag arrears due to fictitious dues.

CREDAI submittedthat,while MSEDCL has claimed interest on CSD at 8.75%, the
actual interest rate paid by MSEDCL to consumers is only 7%.Shri. R.B. Agrawal and
Adv. Anil HarishchandraVyas stated that MSEDCL is liable to pay interest on CSD.

MSSSPL and ASPAI sought clarification regarding the accounting of CSD for the
purpose of working capital computation as MSEDCL has proposed not to consider it
in computation of the normative Interest on Working Capital (IloWC). No review has
been filed on the normative 1o0WC approved in the Commission’s previous MYT
Order, and hence there is no merit in MSEDCL’s proposal.

Tata Motors Ltd.’s representativestated that the AuditedAccounts for FY2014-15
indicates a discrepancy in the accounting of CSD.MSEDCL’s SAP-ERP database
shows a CSD amount which is lower by Rs.51.35 crore than in its Books of Accounts,
which needs to be corrected in the truing-up for FY 2014-15.

Shri. Suhas Joshi stated that consumers are paying CSD equal to 30 days’ billing,
which is insufficient. Another 30 days are required for reading, due date period and
disconnection notice period. Hence, MSEDCL should take CSD equal to 60 days of
billing from all consumers.

Balaji Electrosmelters Pvt. Ltd. and Vidyut Urja Equipments Pvt Ltd. asked the
Commission not to allow huge the cash profits and expenses claimed by MSEDCL.
An amount of Rs. 1216 crore over the period FY 2005-06 to FY 2013-14 disallowed
earlier by the Commission has been claimed in the present Petition.

MSEDCL’s Reply
Working Capital

Working capital is mainly required to meet the liabilities relating to fuel or power
purchase and is beyond the reasonable control of MSEDCL. As per the Audited
Accounts, MSEDCL has paid IoWC. It is a legitimate expense which needs to be
allowed.

All the components of ARR cited by the Objector do not lead to cash surplus. The
depreciation is adjusted against the loan repayment, and Bad Debts are inseparable
incidencesin the business of electricity distribution and cannot be treated as cash
profit. Such costs approved by the Commission are within the norms specified in the
MYT Regulations. Also, the disallowance of Rs. 1,216 crore from FY 2005-06 to FY
2013-14 is related to loWC, along with other disallowances of legitimate expenses.
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Consumers’ Security Deposit

MSEDCL has been recovering the CSD as per the provisions of the Supply CODe
Regulations, 2005. Once in each financial year, in April/May, MSEDCL reviews the
CSD at the credit of every consumer vis-a-vis the average amount of energy bill over
the previous year. The additional CSD if required is demanded through bills.

With regards to consumer’s CSD billing period, MSEDCL stated that the suggestion
is well accepted; however, the CSD is collected in line with the Supply CODe
Regulations issued by the Commission.

Commission’s Ruling

The Commission has calculated the loWC and interest on CSD in accordance with the
norms specified in the MYT Regulations. The computation of normative 1o0WC for
FY 2014-15, computation of efficiency gain on this account, and its sharing between
MSEDCL and consumers have been elaborated in Sections 3.11 and 3.30 of this
Order.

For FY 2015-16 and for the 3rd Control Period, the Commission’s analysis and ruling
on loWC and CSD are elaborated in Section 4.11.

As regards the CSD to be considered for FY 2014-15, the Commission has verified
the Audited Accounts and considered it while allowing the IoWC in thetruing-up. The
ARR components have been allowed as per the MYT Regualtions.

2.9  Recovery of Arrears
Objections/Suggestions

Balaji Electro Smelters Ltd., Thane Small Scale Industries Association (TSSIA) and
others contended that the main reason for the financial crunch of MSEDCL is the
huge arrears from various consumers, which should be recovered at the earliest.Shri.
Mahendra Jichkar stated that schemes need to be introduced for minimizing
arrears.Marathwada Development Board stated that high arrears are leading to
increased late payment burden and asked about the accountability for this.

Shri. Hemant Kapadia stated that arrears of Rs. 8,182 crore are pending from DFs,
Government organizations and Permanently Disconnected (PD) consumers, and
consumers at large are not responsible for them. He referred to Section 61(d) of the
EA, 2003, and stated that the liability on account of these arrears cannot be passed on
to consumers.

Urja Sahayog, Aurangabad pointed out that the arrears are increasing. If they were to
be recovered, the burden on IoWC (which is currently is being passed on to
consumers) will reduce. The burden on account of agricultural arrears should also not
be passed on to other consumers.Shri. B.S. Khandare, Maharashtra Rajaya Grahak
Parishad, Amravati pointed out that the arrears have mounted to around Rs. 24,000
crore. MSEDCL should be directed to recover at least 50% of the arrears in the next
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two months, andresubmit the Tariff proposal thereafter considering the revised
Revenue Gap after accounting for the unrecovered arrears.

Shri. R.B. Agarwal and Adv. Anil Harishchandra Vyas stated that, if the arrears and
dues are recovered, there would be no need to increase the tariff, and it could be
reduced.MIDC Industries Association, Nagpur and others also pointed out that
MSEDCL has to recover arrears of around Rs. 18,500 crore. Jain Irrigation Systems
Ltd., Technova Imaging System (P) Ltd., Indoworth India Ltd., and others stated that
collection efficiency has come down. If MSEDCL recovers old arrears, there will be
no need for a tariff increase, or for anAdditional Surcharge to bridge the Revenue
Gap.

Century Rayon Pvt. Ltd. and others stated that collection efficiency has to be
increased by metering all Connected Loads, and unaccounted losses must be
minimised.Urja Prabhodan Kendra contendedthat, due to administrative inefficiency;
huge arrears of around Rs. 23,000 crore are yet to be recovered from consumers.
MSEDCL should publish the list of defaulters with arrears of more than Rs. 1
lakh.Jain Irrigation Systems Ltd., Technova Imaging System (P) Ltd. and many others
stated that the collection efficiency figures show that huge arrears of Rs. 25,427.26
crore, against last year’s figure Rs. 21,305.90 crore, are recoverable from the
consumers and the Mula Pravara Electric Co-operative Society (MPECS).

Balaji Electro Smelters Ltd., and Vidyut Urja Equipments Pvt. Ltd. alleged that
MSEDCL may have reduced the arrears of residential and commercial consumers by
lump-sum writing off under Bad and Doubtful Debts without following any
procedures. At the same time, it may have retained the arrears of agriculture
consumers as they are to obtain assistance from the State Government under various
schemes claiming to reduce them in the future in the name of farmers’ welfare.
MSEDCL’s collection efficiency is low and will definitely increase arrears every
year. MSEDCL should make efforts to improve its collection efficiency.

Maharashtra Rajya Veej Tantrik Kamgar Sanghatana, Aurangabad stated that around
Rs. 60 crore of arrears are due against around 32,000 PD consumers, and directions
should be issued for their recovery.

MSEDCL’s Reply

The arrears to be recovered from consumers of different categories are undoubtedly
increasing (in absolute value) and effective and concentrated efforts are needed for
their recovery. At the same time, it is necessary to examine the reasons for
accumulation of arrears, the permissible action which can be taken for recovery and
the time consumed in this process, the constraints and limitations of MSEDCL in
resorting to coercive action, etc.

It cannot be presumed that all consumers would pay their dues in time every time, and
it is natural that there will be always besome arrears to be recovered from consumers.
If some portion of past arrears is recovered during a particular period, some other
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consumers may on occasion not pay the current bill in that period period and may fall
into arrears but pay with some delay. In these circumstances, even after recovery of
some portion of the past arrears, the level of receivables remains more or less the
same on account of the addition of fresh arrears. This happens in every industry or
commercial establishment. They also have a certain level of receivables from their
customers. It is, therefore, necessary to judge the efficiency of MSEDCL in recovery
of arrears by comparing the assessment during a particular month and recovery of
arrears during that particular month. It will be seen that MSEDCL has been able to
recover the amount equivalent to the assessment during the respective months, except
for a few consumer categories like Agriculture, rural Public Water Works, etc.

MSEDCL maintains its accounts on accrual basis, i.e., income and expenses are
recorded as they arise, regardless of whether or not cash has actually changed hands.
The financial statements have been prepared based on the accrual method of
accounting in accordance with the generally accepted accounting principles and the
provisions of the Companies Act as adopted consistently by MSEDCL. Hence,
arrears, if any, would automatically reflect in Receivables in Current Assets and
Recovery of Arrears is adjusted against the same account. Revenue billed irrespective
of actual recovery of revenue is considered for the ARR. Therefore, any accrual of
arrears or receipt of arrears will not affect the proposed Gap and its burden will not be
passed on to other consumers.

The arrears position reflects the arrears as on a particular day. MSEDCL may not
disconnect electricity connections of Government Departments for non-payment of
bills, like other consumers, especially those maintaining essential services. Moreover,
if such Government consumersare disconnected, the ultimate sufferer would be the
common manas many of these authorities serve the daily needs of consumers. It is not
that MSEDCL does not act against Government consumers at all; however, field
officers take action against such Govt. Department consumers after considering the
ground realities.

The collection efficiency for Residential, Commercial and Industrial categories has
been in the range of 96-100%. In the last few years, the overall collection efficiency
of has alsobeen consistently in the range of 95-99%. Barring a few categories such as
Agriculture, Public Water Works etc., collection efficiency has improved
significantly. However, efforts are being made to improve the collection efficiency in
respect of other categories as well.

If a consumer neglects or fails to pay the energy bills, MSEDCL has powers to
disconnect his power supply after giving him 15 days notice as per S. 56 of the EA,
2003. However, it cannot be presumed that, once supply is disconnected, the dues are
received from a defaulting consumer immediately. Moreover, for a consumer for
whom power supply has an important role in maintaining financial viability (like
industrial, agricultural, etc. consumers) disconnection of power supply may drastically
reduce his paying capacity, which would make it very difficult for MSEDCL to
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recover its dues if his financial status deteriorates beyond a point. If the consumer’s
business becomes sick and closes down, MSEDCL can only initiate legal proceedings
for recovery of dues. This takes considerable time and, even if MSEDCL succeeds,
recovery is still difficult since by that time nothing is left for MSEDCL to attach
against its dues. The general measures taken for recovery of arrears are as under:

a) To issue notices to pay the energy bills.

b) To disconnect the power supply.

c) To file a legal suit for recovery of arrears.

d) To encourage consumers to pay the arrears by giving various facilities such
as payment by easy instalments, waiver of minimum charges, waiver of
Delayed Payment Charges (DPC), concessional interest, etc.

Whenever necessary, concession schemes are introduced to make it easier for
consumers to clear their arrears. Wide publicity is given to such schemes. Consumers
are contacted personally by MSEDCL’s local offices and motivated to pay the
bills.Disconnection drives are regularly arranged. In such drives, an Engineer along
with Janmitra and staff from the accountsSection visit the premises and recovery is
done by giving receipts on the spot.

MSEDCL has also implemented various measures to curb Distribution as well as
Commercial Losses, such as flying squads, special squads for theft detection, special
theft drives, DTC metering, dedicated police Stations etc.

Inspite of all these efforts, sometimes recovery is not possible for reasons beyond the
control of MSEDCL. Such arrears can be termed non-controllable arrears.

Commission’s Ruling
In its Tariff Order in Case No. 19 of 2012, the Commission noted as follows:

“The Commission is of the view that though arrears do not affect the
determination of ARR directly, it is important to collect arrears on time to
maintain liquidity and reduce the need of working capital. MSEDCL has
recently reported serious liquidity problems affecting its working capital and
strictures from Banks to deny financing of working capital.”

In its previous MYT Order, the Commissiongiven the following direction:

“The Commission directs MSEDCL to submit its action plan for recovery of
arrears and also publish on its website the quarterly report on status of
arrears and recoveries made during the quarter against each consumer
category and across all Circles.”

As compliance, MSEDCL has prepared detailed guidelines for field officers.
MSEDCL has also submitted a format in which to publish the Circle-wise and

category-wise demand collection and arrears report on its website for each quarter.
The compliance of the above directive has been analysed in Chapter 7 of this Order.

Page 56 of 617 Case No. 48 of 2016



MYT Order of MSEDCL for the period from FY 2016-17 to FY 2019-20

2.10 Provision for Bad Debts
Objections/Suggestions

MSSSPL, ASPAI and others stated that MSEDCL has claimed provision for Bad
Debts at 2.02% of the receivables, as against the norm of 1.5% in the MYT
Regulations.

Balaji Electro Smelters Ltd., and Vidyut Urja Equipments Pvt. Ltd. referred to the FY
2014-15 Auditor’s Report which notedthat

“Based on such policy the Company has classified trade receivables into bad and
doubtful and also made lump sum provision without assessing the recoverability
position of its trade receivables, without making age wise analysis, without
considering the efforts made for recoveries etc.”

They submitted that this defeats the basic objective of allowing a provision forBad
and Doubtful Debts.As per the provisions of the Income Tax Act, provisioning and
writing off of Bad and Doubtful Debts without sufficient reason or efforts for
recovering them and including them in the profit is not permissible.

Shri. Suhas Joshi pointed out that PD arrears prior to three years and huge fictitious
arrears due to wrong billing/average billing should be withdrawn and shifted to Bad
Debts. Under the Limitation Act and Section 56 of EA, 2003, MSEDCL cannot
recover arrears prior to 3 years. Hence, these should be treated as Bad Debts and
should be withdrawn from the Ledger. He suggested that MSEDCL declare an
Amnesty Scheme for PD arrears under which, if MSEDCL waives 100% interest and
the DPC levied on PD consumers, at least the principal amount would be recovered.

MSEDCL’s Reply

Bad Debts are an inseparable incidence of every business, including the business of
electricity distribution. The Commission has been following the principle that Bad
Debts shall not exceed 1.5% of revenue in any financial year and accordingly
approving the provision on normative basis.

MSEDCL has claimed the provision for Bad and Doubtful Debts for FY 2014-15 as
per the Audited Accounts. It has claimed the provision for the 3rd Control Period as
per the provisions of the MY T Regulations, 2015.Regulations 73 and 82 specify that a
provision of Bad and Doubtful Debt may be allowed up to 1.5% of the receivables
shown in the Audited Accounts, duly allocated for the Wires and Supply Business.
Accordingly, MSEDCL has allocated the amount shown as receivables in the Audited
Accounts of FY 2014-15 in the ratio of 10% to Wires Business and 90% to Supply
Business, and calculated the provision for Bad Debts.

MSEDCL has taken note of the observations/suggestions made on Bad Debts and an
Amnesty Scheme.
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Commission’s Ruling

The provisioning for Bad Debts is a legitimate expense head to be allowed in the
ARR as per the MYT Regulations. However, Bad Debts should be minimized and
Licensees must have prudent policies procedures policies to deal with Bad Debts
recovery and write-off. The issue of Bad Debts is dealt with in Sections 3.13, 4.13 and
5.14 of this Order.

ARR, Revenue Gap and Regulatory Asset
Objections/Suggestions

Hindalco Industries Ltd., Owens-Corning (India) Pvt. Ltd., Asahi India Glass Ltd.,
and many others stated that MSEDCL has erroneously calculated the ARR and
imposed an additional burden on OA consumers by increasing the OA charge and
tariff.

Balaji Electro Smelters Ltd. asked for scrutiny of understatement of revenue
collections for FY 2014-15 and FY 2015-16. MSEDCL revenue collections for each
consumer category should be as per the approved ABR of sales of the respective
categories and Fuel Adjustment Charge (FAC) should also be added for revenue
collection. The approved ABR is not available for each category, and adverse
comments made in the Audit Report for FY 2014-15, including on revenue, have not
been considered. Hence, the Commission should undertake detailed scrutiny of
revenue for FY 2014-15. Further, from comparison of the approved ABR for FY
2015-16in the previous MYT Order with the estimated ABR for FY 2015-16 in
MSEDCL’s Petition, the approved ACoS is Rs. 6.43/kwh (including FAC) whereas
the estimatedACoS is Rs. 5.90/kwh, i.e. less by Rs. 0.53/kWh.

Federation of Industries Association, Vidharbha stated that manipulation in revenue
figures has been detected by the Audit Department.which needs to be verified before
allowing increase in Tariff. Balaji Electro Smelters Ltd., and Vidyut Urja Equipments
Pvt. Ltd. stated that MSEDCL has not proposed creation of a "Regulatory Asset" for
the uncovered gap and resources for adjustment of the Regulatory Asset in future
years.

Shri. Avinash Prabhune contended that MSEDCL is juggling figures for its Tariff
proposal. It has projected an increase in electricity charge of around 4.44% to 9.83 %
yearly on a general perception of inflation and increase in other costs. In reality, the
ARR for the 3rd Control Period is Rs. 2,96,114 crores, and the Revenue Gap of Rs.
56,372is based on a an average yearly rise of 19%.

Linde India Ltd. suggested that only losses due to uncontrollable factors should be
compensated to MSEDCL.

Page 58 of 617 Case No. 48 of 2016



MYT Order of MSEDCL for the period from FY 2016-17 to FY 2019-20

MSEDCL’s Reply
Revenue Gap

The summary of Revenue Gap for the 3™Control Period, after considering impact of
previous period adjustments, is as summarised below:

Table 2-5: Revenue Gaps, as submitted by MSEDCL (Rs. crore)

Sr. No. Particulars Amount
1 Revenue Gap for FY 2014-15 1,271
2 Revenue Gap for FY 2015-16 4,044
3 Revenue Gap for FY 2016-17 8,284
4 Revenue Gap for FY 2017-18 11,196
S Revenue Gap for FY 2018-19 14,548
6 Revenue Gap for FY 2019-20 15,750
7 Impact of Review of MYT Order incl. carrying cost 177
8 Carrying Cost on Gap of FY 2014-15 and FY 2015-16 424
9 Impact of Mula Pravara Case 679

10 [ Total Revenue Gap of MSEDCL 56,372

The above projected Revenue Gap needs to be recovered to maintain the viability of
MSEDCL. The Tariff increase required on account of thisRevenue Gap is mainly due
to increase in power purchase cost, including Transmission and O&M costs.

Power purchase cost, including Transmission cost, constitutes around 80% of the
revenue requirement of MSEDCL, which is met from regulated Tariff. Due to
variations in market-driven fuel costs and increase in RPO, the power purchase cost in
FY 2019-20 is projected to has increase by 26% compared to FY 2016-17. The total
cost will increase from Rs. 64,525 crores in FY 2016-17 to Rs. 83,096 crores in FY
2019-20, which includes the expected rise in RE power purchase expenditure of
around 67% over this period.

MSEDCL added that based on the reasons and facts stated above, MSEDCL is
compelled to propose increase in Tariff in order to serve its customer better and so as
to supply reliable and quality power.

TheRevenue Gap is calculated as per the norms in the MYT Regulations, 2015, under

which for FY 2014-15 the Audited Accountsare taken, and for FY 2015-16
provisional figures are considered, resulting in a change in the Gap as compared to
that approved by the Commission in the previous MYT Order.

Pass-Through of Past Losses

The losses are passed through in accordance with the MYT Regulations after scrutiny
of the Commission.
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2.12

Regulatory Assets

MSEDCL has proposed recovery of the Revenue Gap over four years. Under this
proposal, MSEDCL will recover less revenue than its requirement in the first year.
However, it expects to bridge the gap through efficiency improvements and other
measures.

As regards lacunae in revenue collection for FY 2014-15, mere comparison of
numbers may not provide the correct picture. Revision in sales of a particular category
needs to be considered along with the ABR of that category.The ABR of the
agriculture category is less than 50% of the overall ABR. MSEDCL has taken the
revenue as per the Audited Accounts duly certified by the Statutory Auditors.

Regarding revenue collections in FY 2015-16, considering the uncertainties in the
recoveries from theft and miscellaneous charges from traders, MSEDCL has not
projected the revenue from them. However, it has projected the stand-by charges at
Rs. 420 crores for FY 2015-16.

Commission’s Ruling

The Commission has analysed each head of expense and revenue claimed by
MSEDCL and its proposed treatment, and accordingly determined the ARR and hence
the Revenue Gap or Surplus over the 3rd Control Period in accordance with the MYT
Regulations. The Commission’s analysis of the Revenue Gap or Surplus is set out in
Chapter 6.

Increase in Tariff
Objections/Suggestions

Marathwada Development Board stated that there is a considerable difference
between the Tariffs for LT Industry in Maharashtra and other States, and the Tariff in
Maharashtra should be brought on par with others. Due to the projected Revenue Gap,
industries fear that increase in Tariff is inevitable. A balancing act is required between
between increase in Tariff vis-a-vis other parameters such as arrears, O&M costs,
FAC and power purchase cost.

Akot MIDC Industries Association, Seafood Exporters Association of India (SEAI) ,
Navi Mumbai Cold Storage Owners Association, Century Rayon Pvt. Ltd., Rizwan
Ice & Cold Storage Pvt. Ltd., Alps Ice & Cold Storage Pvt. Ltd., Forstar Frozen
Foods Pvt. Ltd. and others also pointed out that the tariff of MSEDCL is 1.5 times
higher than in neighbouring States,which has had an adverse impact on the Industrial
and Commercial sector. Competitive rates are necessary to prevent migration of
industries which provide very large employment and taxes to both Central and State
Governments. Chamber of Small Industry Association, Navi Mumbai stated that the
prudent policy would be to reduce the present rates to the extent possible to boost the
economy of Maharashtra.Marathawada Association of Small Scale Industries and
Agriculture (MASSIA), Aurangabad and others also stated that the present Tariff rate
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is already higher than in the neighbouring states. Further increase would break the
Micro, Small and Medium Insustries (MSMEs) and force them, particularly power-
intensive units, to shift to neighbouring States, which will result in revenue loss to
Government and impact employment in the State.

Balaj Electro Smelters Pvt. Ltd. stated that the HT Temporary Tariffs are increased
steeply during a time of acute power shortages. OA consumers are imposed with this
Tariff when the Generator injects less power into MSEDCL grid due to various
constraints. Hence, the HT temporary Tariff should be reduced to the level proposed
for religious purposes.

Shri. B.S. Khandare, Maharashtra Rajya Grahak Parishad, Amravati stated that
MSEDCL's proposal of increase in Tariff should be rejected considering (a) the
drought situation in Vidharabha-Marathwada and in Western Maharashtra followed
by farmer suicides in the region for the past two years and (b) as per the principles of
MYT framework, Tariff should be fixed for a Control Period. However on the
contrary, MSEDCL has sought Tariff increase for every year, which is against the
principle of MYT.

Shri. Avinash Prabhune and others opposed the proposed Tariff increase, and stated
that the billing for the residential category would also increase considerably. Uniform
lower rates are needed for consumption up to 300 units, with some additional burden
for up to and above 500 units. The total units consumed should be charged without
telescopic slab benefits at higher rates.

Adv. Anil Chavan objected to the Tariff increase stating that 60% of the consumers
are middle class residential consumers who cannot afford it. He proposed that the
Tariff rates should be (a) up to 100 units: Rs. 3.5/unit; (b) 101 to 300 units = Rs.
4/unit (c) 301 to 500 units = Rs. 5/unit.

Shri. P.P.Karhade, Urja Prabhodan Kendra urged that the Tariff rise may be upto
5.5%. He pointed out that the proposed Tariff rise for the LT-1I category is 15% (for
0-20 kW) and 17% (for more than 20 kW), which should be reduced to 5.5%. Adv.
Rajesh Shah also stated that the Tariff increase is exorbitantly high and unaffordable,
and suggested that the initial slab for the residential category should be revised from
0-100 units to 0-400 units, in line with Tariff categorization in Delhi. Shri. S.G.
Bahaley, Institution of Engineers (India) opined that the number of slabs for
residential consumers should be reduced to three instead of five.Akhil Bharatiya
Grahak Panchayat, Latur suggested that increase for residential consumers with 0-500
units consumption should not be more than 2% per year.

Dr. Ashok Pendse, TBIA pointed out that the Tariff design is skewed and needs to be
corrected. The proposed Tariff for the LT residential category (LT-1B) (from 101 —
300 units), is higher than that of the LT Industrial category (greater than 20 kW) (LT-
V) and HT Industrial category (non Express Feeders) (HT-1), which is unjust to
residential consumers.
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Prayasproposed that uniform Tariffs should be applicable for all LT consumers with a
Connected Load of less than 10 kW and up to 300 units of consumption per month
considering the following:

a) Telescopic Tariffs (with two to three slabs), with uniform slab-wise Tariff across
categories.

b) For consumption above 300 units, the Tariff slabs as well the Tariffs can vary
across categories and can be charged higher Tariffs such that the proposal is
revenue neutral.

The Tariff of small consumers may be linked to the inflation rate to enable automatic
revision and certainty in Tariff. The Tariff of such small consumers (less than 300
units per month) can be linked to inflation minus 2%, and should be revised
automatically at the beginning of every year based on the previous year’s inflation
index. The Charges and the escalation in Tariffs should be fixed for the MYT period
and should not include FAC or other additional charges, as that would reduce Tariff
certainty. Post the MYT period, the Tariff design and the charges should be re-
assessed.

MIDC Industries Association, Amravati stated that MSME industries generally fall in
the 0-20 kW of LT V category. This slab should be expanded to 0-50 kW as MSME
industries play an important role in job creation in rural and urban areas.

Shri. Pramod Narayan Khandagale, MVGS, Buldhana, Shri. Sandip Belsare, Pimpri
Chinchwad Small Industries Association and others presented objections on behalf of
industrial consumers, powerloom consumers, residential consumers (up to 300 units),
commercial consumers (up to 200 units) and agricultural consumers. They urged that
there be no Tariff increase, and the Tariff determined in the previous MYT Order
should be fixed and continued for the next two years. MIDC Industries Association,
Amravati further stated that, as declared by the Government, the Tariffs should be
brought down to level of other States.

Indo Rama Synthetics Ltd., Indoworth India Ltd., Linde India Ltd., and others stated
that the increase proposed by MSEDCL for HT Express FeederIndustrial category in
both Fixed and Energy Charges are exorbitant, and should not be considered
considering recession in the Industrial sector. The rate of Fixed Charges, Energy
Charges and Cross-Subsidy Surcharge (CSS) should be as per the adjoining States.
Praxair India Pvt. Ltd. also suggested that the existing Fixed Charges/Energy Charges
should be retained.

Dr. G.H. Barhate stated that the proposed increase in Tariff is compounded and
around 27%, as against the claimed increase of around 5.5%-6.5% per year. In case of
BPL consumers, the Y-0-Y Tariff increase is around 8.25% against the cumulative
increase of around 33%. Rates for these consumer categories should be maintained at
the same level.

Page 62 of 617 Case No. 48 of 2016



MYT Order of MSEDCL for the period from FY 2016-17 to FY 2019-20

Shri. Tarun Agarwal stated that, by recovering even 50% of the old dues, i.e. of Rs.
25,427 crore, MSEDCL can easily meet the Revenue Gap for at least two years.
Hence, there is no need of to raising Tariffs.

Shri. Vivek Velankar, Sajag Nagarik Manch, Pune stated that increase in Fixed and
Energy Charges for Public Water Works (PWW) and street lights will have adverse
effects on consumers. The concerned Local Authorities should also not pass on these
increases to common consumers for the Public Services they offer.

Shri. Tushar Parakh, Maha Cold Storage Association, Pune pointed out that the Tariff
for LT-1V Agriculture metered-others and HT-V Agriculture -others is already 30%
higher than for agriculturalpumpsets. MSEDCL's proposal to further increase Energy
and Fixed Charges should be rejected.

Shri. T. K. Satpathy, Br. Sheshrao Wankhede S.S.S Girni Ltd. and Sanjay Gandhi
Cotton Growers Co-Op Spinning Mills Ltd. stated that spinning mills in the State are
facing financial hardship due to a number of issues. Hence, spinning mills should be
excluded from any Tariff increase as it will make their operations unviable.

Sanjay Gandhi Cotton Growers Co-Operative Spinning Mills Ltd. stated that it is
facing an additional burden of Rs. 8 to 9lakh per month. Hence, Electricity
Dutyshould bewaived for all such consumers, considering that certain spinning mills
in Maharashtra are already exempted from Electricity Duty.

Shri. C. G. Shegaonkar, MIDC Industries Association, Nagpur stated that the
proposed Tariff is high, due to which all categories of consumers will suffer. The the
cost of MSEDCL's inefficiency should not be passed on to the consumers.

Shri. Vasudeo Thombare, Akhil Bhartiya Kisan Union stated that bills are being
raised even though meters of agricultural connections or pumpsets are not read and
even when water is not available. Also, in some cases, the HP capacity of agricultural
pumpsare wrongly recorded as of higher capacity (e.g., 3 HP motor capacity is
recorded as 5 HP), and such consumers are not consulted before recording the pump
capacity. Hence, he opposed the increase in Tariff for agricultural pumpsets and stated
that measures should be taken to reduce the inefficiency of MSEDCL and consequent
losses.

Nagpur City (District) Congress Committee, Shri. Sanjay Dharmadhikari, Shri.
Mukund Mundra and others also objected to the proposed increase in Tariff.

Federation of Industries Association, Vidharbha stated that even the present Tariff is
very high in comparison to neighbouring State. Further increase will encourage
migration of existing industries to other States, thereby resulting in revenue loss and
unemployment. If the Tariffs are competitive, fewer consumers will opt for captive
power generation or OA, thereby increasing the effective number of consumers and
improving the distribution of costs.
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Shri. Anil Wadpalliwar stated that the Revenue Gap forecast by MSEDCL is incorrect
and improper, and MSEDCL should be directed to submit the proper figures in order
to justify the proposed Tariff increase.

Shri N.D Patil, Maharashtra Rajya Irrigation Federation, Shri Sanjay Ghatge, ex-
Member of Legislature, and several others argued that that there should not be any
tariff increase for small irrigation schemes.Since the last few years, farmers are
suffering huge financial loss due to drought and other natural calamities. Moreoverco-
operative irrigation schemes are being run by small farmers without any subsidy
support. For similar reasons, no increase in the tariff for Agriculture pumpsets
isjustified either.

Shri. Bacchu Kadu, Member of Legislature, Adv. Vamanrao Chatak, Ex-Memner of
Legislature, the Nagpur City (District) Congress Committee, Shri. Prashant
Daryapurkar and others stated that, given the number of Generating Units there, the
Vidharbha region should be given the benefit of lower tariff.Shri. Pappu Deshmukh,
Prahar Sanghatana also stated that around 30% of the total electricity in the State is
generated in Chandrapur District. As water from the Wardha and Erai rivers is being
utilised for such generation, farmers and ordinary citizens are facing water shortage.
Further, due to generation of electricity and the pollution associated with it, people are
facing health related issues resulting in increased medical expenses. Considering this,
the Commission should direct MSEDCL to give 50% discount in the electricity bills
of consumers in Chandrapur district.

Shri. Mahendra Kapase stated that consumers in Vidharbha cannot afford higher bills
and a per unit Tariff of around Rs. 3/unit should be fixed for the Vidharbha region.

Dr.Shrinivas Khandewale stated that, compared to the electricity generated in
Vidharbha, only 1/3" is supplied, and questioned how the huge Revenue Gap of Rs.
56,000 crorecan be applied across the State. The electricity rate should be reduced by
50%.

Shri. D K Chakraborty stated that the summer seasonmonths are very hot in
Vidharbha region. The GoM and Municipal Corporation issues advisory notes
cautioning common citizens on the do’s and don’ts. Due to these natural conditions,
citizens have to cool their homes with fans and air coolers, leading to higher
consumption. The air coolers are not a luxury, but a necessity to survive. Hence, the
basic slab of 0-100 units may be increased to a higher unit slab for the three summer
months.

Shri. Mukund Mundra stated that Transmission Charges should be reduced for
Vidharbha.
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MSEDCL’s Reply
General Justification for Increase in Tariff

MSEDCL stated that the Tariff rate appears prima facie to be higher than for other
State Utilities.However, there are important factors that contribute to this, such as

a) Differences in power generation and power purchase expenses considering the
diversity in power generation sources and available power resources
(thermal/Hydro/nuclear/NCE).

b) Variation in power purchase cost due to fuel sources and fuel availability (pit-
head Stations).

c) Fuel cost increase due to transportation of coal from mines.

d) MSEDCL distributes electricity in the largest geographical area in India as
compared to other Distribution Utilities.

e) Geographical diversity of the State.

f) Diversity in consumer mix and consumption pattern.

g) Economic/Industrial/Agricultural Policy of the State.

h) 24/7 supply to industry.

i) Other terms and conditions of Tariff.

J) Historically followed principles and policies regarding determination of Tariff

k) Financial position, including unrealistic assets and liabilities carry forwarded due
to unbundling.

Considering the above, it is not appropriate to compare the stand-alone Tariff of
MSEDCL with the Tariffs of other State Distribution Utilities. Further, the time lag in
tariff revision (including the true-up exercise) is affecting the finances of MSEDCL.
This has lead to higher working capital requirements and accumulation of financial
losses that have then to be recovered through increase in rates.

There was a reduction in Tariff in the last MY T Order. However, MSEDCL is finding
it extremely difficult to sustain its operations at the present Tariff levels because of
intrinsic rise in expenditure due to inflationary pressures, consistent rise in cost of
power as well as energy demand, and its obligations under the policy objectives of the
State and Central Governments.Therefore, MSEDCL has had to seek an increase in
Tariff so as to meet its requirements so asto remain financially viable and to meet its
financial obligations and discharge the liabilities.

MSEDCL has proposed aincrease in Fixed and Energy Charges for various categories
in order to bridge the Revenue Gap over the Control Period. Theincrease is the
minimum required for MSEDCL to meet inflation as well as the additional costs that
have arisen due to its Renewable Purchase Obligation (RPO) as per the new RPO
Regulations 2016, power purchase on monthly Merit Order Despatch (MOD)
principles, change in consumer mix, Commission’s Order on Mula Pravara Electric
Cooperative Society relating to payment of Wheeling Charges, increase in Point of
Connection cost, reduction in revenue, etc. The Tariff increase is necessary for its
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survival and is purely to meet the Revenue Gaparising due to increase in cost on
account of inflation in the country and additional costs which are beyond the control
of MSEDCL.

The rationale for Tariff increase is in line with the trend of the cost as well as
inflation. The following indices may be considered:

a) The Compound Annual Growth Rate (CAGR) of the Wholesale Price Index
(WPI) of fuel/power and coal for the last 10 years is 6.69% and 5.46%
respectively.

b) The six monthly average Dearness Allowance (DA)increase is ~8%.

c) The CAGR of WPI of copperwires, electrical machinery and transformers for
carrying out Repairs and Maintenance (R&M) for the last 10 years is 8.31%,
3.35%, and 4.97% respectively.

d) The average yearly inflation rate is ~5.88%, and for the last 15 years is ~6.98%.

e) The costs of MSEDCL have escalatedat 8% in the last five years.

Considering inflation in the range of 5% to 8%, MSEDCL expects the same trend in
the near future, and hence proposed the Tariff increaseis necessary for its survival.

As regards Tariff rationalization up to 400 units for residential consumers, the
categorization of consumers for determination of Tariff is to be decided by the
Commission. MSEDCL is also not authorized to decide the Tariff rates across the
State, which is the jurisdiction of the Commission.

Justification for Tariff Increase for Residential/Commercial Consumers

The Tariff increase proposed is based on the expected average inflation over the
Control Period. MSEDCL has also initiated actions to reduce the cross-subsidylevels
for the subsidizing consumer categories. Thetariff increaseproposed is the minimum
requiredto meet inflation. Considering the increases in costs and reduction in revenue
explained earlier, MSEDCL needs an increase over and above the inflationary
increase. The increase is purely to meet the increase in costs due to inflation and
additional costs which are beyond the control of MSEDCL.

While proposing the Tariffs, MSEDCL has considered that all consumers should at
least share the burden of inflation, and the balance unrecovered Gap after such
increasewould be adjusted in the Tariff in such a way that there would be a reduction
in cross-subsidy.

Justification for Tariff Increase for Industrial Consumers

In order to boost industrial growth, various incentives in electricity Tariffs are
provided to the Industrial category Consumers, which are probably the highest in the
Country.The incentives available to the Industrial category consumers include Time-
of-Day(ToD) rebate for night consumption of Rs. 1.50/unit, Load Factor incentives up
to 15%, Power Factor (PF) incentives up to 7%, prompt payment discount of 1% and
EHV rebate of 3%. Thus, eligible industries in the State are getting incentives up to
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26% which is around Rs. 1.50 to 2.00 per unit, which is probably the highest in the
country.

MSEDCL has allowed industries to switch to the non-continuous supply category if
they opt to do so, thereby providing them additional benefit of Rs. 0.50 per unit.

Increase in HT Temporary Tariff

Temporary Tariff is applicable to OA consumers when they require power from
MSEDCL, as per the provisions of the the MERC (Distribution Open Access)
Regulations (‘DOA Regulations’). MSEDCL has proposed revision in Temporary
Tariff in line with the revision proposed for other categories and their prevailing
Tariffs.

Tariff Increase proposed on unreasonable grounds

The Commission undertakes prudence check of all the expenditure and revenue
submitted by MSEDCL along with the Annual Audited Accounts. If required, the
Commission seeks additional data for confirmation. Therefore, it would not be
appropriate to say that the Tariff increase is on unreasonable grounds.

The projected Revenue Gap needs to be recovered to maintain the viability of
MSEDCL, and the increase in Tariff required to meet it is mainly attributable to an
increase in power purchase cost, including Transmission cost and O&M costs.

Commission’s Ruling

The Commission has analysed in detail MSEDCL’s proposal for power purchase and
other costs before determining the Tariff revision in this Order. It has allowed prudent
power purchase and O&M expenses as against those proposed, which has helped to
maintain the level of Tariff increase over the 3rd Control Period. In addition, the
Commission has observed that the increase proposed by MSEDCL does not take into
account the revenue on account of FAC recovery in the 3rd Control Period, which is
around Rs. 19,373 crore (computed by applying the FAC rate for June, 2016 — the
month in which the revised MYT Petition was submitted - on the approved Energy
Sales for the 3rd Control Period).

The Commission has considered the impact of such FAC revenue in the 3rd Control
Period, which has helped to containthe level of Tariff increase. The Commission has
.approved a tariff increase of 1.49%, 2.00%, 1.20% and 1.27%, as against 8.08%,
8.91%, 8.83% and 4.84% proposed by MSEDCL for FY 2016-17, FY 2017-18, FY
2018-19 and FY 2019-20, respectively.

2.13 Increase in Fixed Charge
Objections/Suggestions

Shri. Mahendra Jichkar stated that, in the proposed LT Tariff, increase by more than
100% in Fixed/Demand Charges for all categories has been proposed by MSEDCL
Thisis totally unjustified.Shri. P.P.Karhade, Urja Prabhodan Kendra also stated that
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the increase in Fixed Charges for residential LT-1 categories proposed by MSEDCL
is very high, at 100% for up to 500 units and 150% for above 500 units. This should
be reduced to 10% per year.

Shri. Avinash Prabhune and LAD College, Nagpur stated that it is unjust to raise the
Fixed Charge from Rs. 50 to Rs. 175 within four years (for consumption up to300/500
units). Shri. Suhas Khandekar also stated that the proposal for increasing the Fixed
Charges should not be accepted, as it acts as a deterrent to energy-saving
opportunities. Moreover, increasing the Fixed Charge impacts lower consumption
consumers more, and should be kept low for consumers in the lower consumption
brackets.Shri. Tarun Agarwal suggested that the existing Fixed Charges be maintained
for residential consumers. Shri.G.H.Barhate added that the proposed increase in
Fixed/Demand Charges in case of LT residential and commercial consumers of
around 150% to 300% should be rejected.

Shri. Vivek Velankar, Sajag Nagarik Manch, Pune stated that increasing Fixed
Charges on express Feeders is unnecessary as such consumers have already paid huge
charges to put the infrastructure in place.

MCCIA urged that the upward revision in Fixed Charges proposed be rejected.

Nagpur Metro Rail Corporation Ltd. stated that the increase in Energy Charges for
Monorail/Metro (HT XI) is much steeper than for Railways (HT-I1I). Nagpur Metro
Rail Corporation Ltd. also stated that the increase in Demand Charge from Rs.
220/kVA/month to Rs.295/kVA/month for Monorail/Metrois unjust. Inspite of the
similar cost structure of Metros and Railways (HT-111), Metros have to bear a Demand
Charge whereas Railways have no Demand Charge but a single-part tariff. Metros
should not be subjected to further increase in Demand Charge and Energy Charge.

Shri. Suhas Joshi stated that MSEDCL should not levy Fixed Charges during
shutdown, breakdown, faults, etc.

MSEDCL’s Reply

It has been the Commission’s policy to recover the fixed costs of MSEDCL through a
Fixed Charge on consumers to the extent possible. In its first Tariff Order dated 05
May, 2000, while determining the Fixed Charge component of the Tariff, the
Commission had ruled that the recovery of fixed costs should come from Fixed
Charges, and has also that the Fixed Charge component of Tariff needs to be
gradually increased to cover the actual fixed costs incurred.

However, in the June, 2008 Tariff Order, the Commission unilaterally decided to
reduce the Fixed Charges applicable to different categories of consumers, citing
reduced availability of power. Thereafter, in its Tariff Order dated 12 September,
2010, the Commission observed that

“.... once sufficient power is available and contracted by the Licensees, the
Fixed/Demand Charges can again be increased ...”
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Considering that additional availability of power is resulting in continuous supply of
power to the majority of consumers, the Fixed Charges need to be gradually increased
S0 as to increasingly recover the fixed component of MSEDCL’s expenses through
Fixed Charges.Against 39% of recovery that should have been allowed by the
Commission against fixed costs, only 17% is allowed through Fixed Charges. This is
against basic the principle of recovery followed by the Commission.

Therefore, MSEDCL has proposed a gradual increase in the Fixed/Demand Charges
for various categories, in line with the Commission’s observations cited above.

Fixed Charges are billed against the infrastructure already created and is recovered
against the costs for servicing such infrastructure. Therefore, theyneeds to be levied
even in case of shutdown, breakdown, faults, etc.

Commission’s Ruling

Several consumers have objected to MSEDCL’s proposal of annual increase in
Fixed/Demand Charges by 7% to 10% in most of the categories, though in certain
categories (LT-1 Residential), MSEDCL has proposed a 20% to 100% increase in
Fixed Charges. The Commission has elaborated the rationale for levy of Fixed
Charges and Demand Charges in previous Tariff Orders, i.e. to the extent
possible,recovery of fixed costs should come from the FixedCharge component of
Tariff. That is also in accordance with the EA, 2003 and the Tariff Policy. At present,
the Fixed Costs constitute ~ 39% of the ARR of MSEDCL, whereas their revenue
recovery through Fixed Charges amounts to ~ 16% of total revenue. Levy of
somewhat higher Fixed Charges and Demand Charges rates would not result in any
windfall gain to MSEDCL since it would still be recovering only a relatively small
part of its fixed costs through Fixed Charges.Even withthe proposed increase, the
revenue recovery from Fixed Charges would amount to 16%-17% of the total
revenue. Moreover, the proposed increase and rationalization in Fixed Charges is
unlikely to result in any significant Tariff shock for consumers, since Fixed/Demand
Charges typically contribute only a small part of their total monthly bills.

Given the much-improved availability of power now in the State, the Commission has
slightly increased the Fixed/Demand Charges for all categories of consumers.
Moreover, with the rationalization of Energy Charges elaborated in Chapter 8 of this
Order, the revision in Fixed Charge is unlikely to burden consumers significantly.

Other issues relating to Tariff design have been dealt with in Chapter 8, in whichthe
Tariff Philosophy and Tariff design-related aspects have been discussed in detail.

2.14  Fuel Adjustment Charge
Objections/Suggestions

Balaji Electro Smelters Ltd. and Marathwada Development Board stated that there are
deficiencies the present system of allowing levy and collection of FAC and the
formula specified in the MYT Regulations.Balaji Electro Smelters Ltd. stated that,in
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FY 2014-15 and FY 2015-16, MSEDCL has illegally collected FAC since it includes
disallowed power purchase. They asked the Commission to take suo-motu action to
rectify these deficiencies and evolve a simple method and formula for levying of
FAC. MSEDCL has illegally collected FAC in FY 2016-17 towards power purchase
expenses of FY 2015-16, and this illegally collected FAC amount to the tune of Rs.
2,000 croreshould be added in the revenue estimates of FY 2016-17 along with
carrying cost.

VIA stated that MSEDCL is not following the MYT Regulations for calculating FAC.
The present methodology of recovery of FAC is creating uncertainty and large
variations in FAC charges ranging from Rs. 0.10/kWh to Rs. 1/kWh. It suggested that
FAC for N-2" should be calculated and billed in the N™ month, but be based on
consumption of N-2™" month. This method has advantages, namely (a) there will be no
under-recovery or over-recovery and also no carrying cost, (b) the consumer who
migrated under OA or gets permanently disconnected in N™ month will also require to
settle FAC payable for past consumption before settlement of accounts (c) a new
consumer who has not consumed electricity in the N-2th month will not be required to
pay the unjustified FAC in N™ month for the period when he was not a consumer.
Further, the FAC will be streamlined and range between Rs. 0.30 to 0.40.

Shri. Gurpreet Singh Bagga, CMIA, Aurangabad and Shri. Pratap G Hogade, MVGS
stated out that FAC collected by MSEDCL on power purchase should be disallowed
in FY 2014-15. Shri. Bagga suggested that penalties be imposed for excess FAC
collected for FY 2014-15 to FY 2016-17 and the excess revenue collected for FY
2016-17 should be added in the revenue for that year. The Commission may initiate
suo-motu proceedings for changing the present system of FAC collection and simplify
the FAC formula by amending the MYT Regulations, 2015.

C.G Shegaonkar, MIDC Industries Association, Nagpur and Textile Consumers’
Foundation, Nashik stated that MSEDCL has no proper formula to calculate FAC, as
it is as high as 0.92 Rs/unit, and suggested to limit the FAC.

Parbhani Jilha Ginning Pressing Association stated that FAC recovery during January
to December, 2015 for industry was higher than in other States. Industries in the State
are facing problems due to high Tariff as well as FAC. The FAC ceiling should be 5%
instead of 20%.Asahi India Glass Ltd., Shri. Tarun Agarwal, and others also urged
that the ceiling of FAC should be reduced to 10% instead of the existing 20% (as per
existing provisions), while the Institution of Engineers (India) stated that it should be
+/-5%.

Dindori Industrial Association stated uniform levy of Z Factor is imperative for all
consumers as per the practise of other State Commissions. Bhagwati Steel Cast Pvt.
Ltd. contended that the FAC is neither fixed nor transparent.

MSEDCL’s Reply
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The very purpose of FAC is to compensate the Distribution Licensee for the increase
in power purchase costs during the year to keep its financial liquidity intact.
AGenerator has to make payment for fuel. Any increase in fuel price will have to be
compensated, or else the Generator would not be in a position to procure enough fuel
to generate. Therefore, the Distribution Licensee which procures power from the
Generators would have to pay them the increased costs. If Distribution Licensees are
not compensated during that period, their liquidity would be affected.

A part of the power procured by Distribution Licensees comes from the Central
Sector Generating Companies whose Tariff is regulated by the Central Electricity
Regulatory Commission (CERC) and the State-owned Generation Companies whose
Tariff is regulated by the State Commissions. The CERC in its Tariff Regulations has
provided a formula for fuel price adjustment, and the charges of the Generation
Companies are increased as and when the fuel prices increase.

As per the provisions of EA, 2003 and National Tariff Policy,the Appropriate
Commission is to specify an appropriate price adjustment formula for recovery of the
costs arising on account of the variation in the price of fuel, power purchase, etc. on
monthly/quarterly basis for recovery of all prudent costs of the Generating Company
and the Licensee.FAC is being levied as per the provisions of the EA, 2003 and MYT
Regulations. It is also submitted to the Commission for vetting. The Commission has
already approved the FAC for FY 2014-15 after detailed scrutiny. The FAC for FY
2015-16 has also been submitted to the Commission.

The Commission has issued a suo-motu Order for revision in the ceiling for levy of
FAC, revising the average FAC ceiling to 20% of the variable Tariff for all
Distribution Licensees, as against 10% ceiling prevalent earlier. This revision was due
to under-recovery of FAC, affecting the financial position of Distribution Licensees.

Commission’s Ruling

The existing FAC formula in the Regulations has been specified after due
consultation, and is intended to pass on changes in fuel-related costs from time to time
during the year, as envisaged in the EA, 2003, in addition to the base tariff set for
theyear so as to take into account cost variations which have to be met by Licensees
and Generators. Not providing for FAC, or lowering the ceiling, would not only affect
Licensees and Generators adversely, but also result in consumers having to pay higher
carrying cost for the period till the tariff is next revised. The Commission approves the
FAC submitted by MSEDCL post facto after detailed scrutiny, and the subsequent
tariff determination and truing-up processes take into account the facts emerging at
that time.

During the vetting of FAC submissions for FY 2015-16, the Commission observed
that MSEDCL has levied FAC to its consumers in August, 2015 to March, 2016 on
the basis of expected variation in power purchase costs. Since this was against the
basic principle of FAC and the provisions of the MYT Regulations, which require
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2.15

FAC to be computed post facto considering the actual variation in power purchase
cost, on 29 July, 2016 the Commission has directed MSEDCL to refund an over-
recovered amount of Rs.58.21 crorealongwith interest through the FAC mechanism,
and to desist from doing so in future.

Regarding changing the current methodology and allowing billing of FAC determined
for the ‘nth’ month on the consumption of the ‘n-2th’month, electricity supply being
an ongoing business, consumers are regularly both added and exit from the system.
Under the principles of ongoing business in the electricity sector, the impact of truing-
up and associated carrying costs as well as FAC is recovered only from consumers
who are receiving supply at the time of such recovery, and is not recovered on a one-
to-one basis from the same consumers as were receiving supply at the time the costs
were incurred. Therefore, such change in the methodology for billing FAC is not
tenable.

Cross-Subsidy
Objections/Suggestions

Shri Ashish Chandarana for VIA stated that residential consumers using 1,000 units
and above should be incentivized, as such consumers along with the commercial
consumers are bearing the highest burden of cross-subsidy.

The current practice uses ACoS for Tariff determination, and there is a need for
moving from ACoS to the consumer category-wise CoS in a time-bound manner. The
only key information required for category-wise CoS is voltage-wise asset details, and
Tariff setting based onthis, reduction of cross-subsidies, including intra-category
cross-subsidy, can be initiated starting from FY 2016-17.

Videocon Industries Ltd., Jain Irrigation Systems Ltd., Piaggio Vehicles Pvt. Ltd.,
Asahi India Glass Ltd., and others contended that the proposed Tariff increase is
irrational as the cross-subsidy is much more than 20% of the ACoS.

Shri Jayant Deo referred to the Clause 8.3 of the Tariff Policy, and stated that the
following are relevant:

a) BPL consumers to have Tariff of atleast 50% of ACoS.
b) The Commission should develop a road-map to bring Tariffs within +/-20% of
ACoS.

Nearly 1/3rd of power of MSEDCL is sold at subsidised rates below 55% of ACoS
which has resulted in shockingly low Tariff for subsidised consumers for several
years. The cross-subsidised Tariffs should be brought to sustainable levels as required
under the Tariff Policy, at least to 80% of the ACoS so as to protect industry and other
subsidising consumers.

Textile Consumers’ Foundation strongly opposed the proposed cross-subsidy, which
is against the Tariff Policy, 2016. MSEDCL has not provided any road-map on how to
reduce it in coming years. This indicates that MSEDCL is not willing to promote OA.
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TechNova Imaging System (P) Ltd., Galaxy Surfactants Ltd., and others stated that
the present Tariff is more than +/- 20% of the ACoS. As specified in the Tariff Policy,
it should be within the limit of 20% of ACoS.TechNova Imaging System (P) Ltd.,
Galaxy Surfactants Ltd., Praxair India Pvt. Ltd. and others also objected to the
increase in cross-subsidy. Contrary to the EA, 2003 Act and the Judgments of the
Appellate Tribunal for Electricity (ATE), the cross-subsidy is well beyond the limit of
+/-20% of ACoS. The cross-subsidy should be immediately reduced as required under
the Tariff Policy2016..

MSEDCL’s Reply
Road-map for Cross-subsidy

The proposed Tariff increase is based on the economic indicator, of expected average
inflation during the Control Period. MSEDCL has initiated action to reduce the cross-
subsidy for the subsidizing categories.

While proposing the Tariff, MSEDCL considered that all consumers may at least
share the burden of inflation, and the balance unrecovered gap would be adjusted in
Tariff in such a way that there would be a reduction in cross-subsidy. Accordingly,
the Tariff of subsidised consumers has increased morethan the Tariff of subsidizing
consumers.

Inflation is expected of all the commodities based on which the Index is computed by
the Government of India (Gol) and and, therefore, all consumers, irrespective of their
Tariff category, will be equally affected by it.

Considering the far-reaching implications on cross-subsidised consumers, it would be
imperative to study in detail the following factors while deciding the cross-
subsidyroad-map:

a) No Tariff shock to any Consumer Category.

b) ‘Capacity to pay’of weaker consumer categories.

c) Expected increase in the network and supply costs.
d) Financial impact of OA on the Distribution Licensee.
e) Change in consumer mix due to OA.

While deciding the Tariffs of subsidised categories, especially the Agriculture
category, various important parameters need to be kept in mind such as limitations
due to impact of natural calamities and irregularities in weather conditions. For
insance,an agriculturist may have limitations on export or storage of his produce, and
natural phenomena like heavy or no rainfall or hailstormswould have a tremendous
impact on his production. Therefore, the increase in agricultural Tariff is proposed
considering these prospects.

Clause 8.3 of the Tariff Policy provides for the Tariff design principles. The Policy
advocates that rational and economic pricing of electricity can be one of the major
tools for energy conservation and sustainable use of ground water resources. The
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Policy also provides that a higher level of subsidy could be considered to support poor
farmers in regions where adverse ground water Table condition requires largequantum
of electricity for irrigation purposes subject to suitable restrictions to ensure
maintenance of ground water levels and sustainable ground water usage. Thus, the
socio-economic factors are required to be considered in deciding the Tariffs of certain
categories.

It is equally important to note that MSEDCL is supplying 24/7 quality supply to
Industries, whereas load shedding is carried out for other consumer categories during
power shortage. While deciding the cross-subsidy, it is important to note that quality
of supply is not same for all consumer categories.

Therefore, a detailed study is required to be undertaken for reduction in cross-
subsidies, which needs a due consultative process of all stake-holders including
Government.

The road-map for reduction of cross-subsidy in Maharashtra is yet to be finalised.
MSEDCL believes that the cross-subsidy reduction in Tariffs can be taken up after a
transparent road-map is formulated.

The Tariff increase is proposed on the basis of expected rate of inflation equally
affecting all the consumers, and MSEDCL has initiated steps towards rationalization
of cross-subsidy to some extent.

Commission’s Ruling

The Commission is conscious of the need to gradually reduce cross-subsidy. The
GoM had issued certain directions in this regard under Section 108 of the EA, 2003.
The Commission had submitted a draft report to the GoM, which proposed a
roadmap. Nevertheless, the Commission has effected a reduction in cross-subsidy to
some extent, as will be seen in the Table on cross-subsidy at the existing and proposed
Tariffs in at Chapter 8of this Order, which also deals with the determination of CSS.

Tariff re-categorisation ofvarious Consumer Categories
Objections/Suggestions

Shri.Mahendra Jichkar suggested an additional slab of above 500 units consumption
in the LT-11 non-residential consumer category, with higher Tariff compared to the
the Tariff of residential consumers consuming more than 1,000 units. This would also
encourage such consumerstoreduce their consumption. The benefit from this category
should be adjusted in the LT-1 Residential category tariff.

Shri.Hemant Kapadia objected to MSEDCL’s proposal for reducing the existing slab
from 0-200 to 0-100 units for LT commercial consumers, stating that it will result in
additional burden on small shop owners.Nagpur City (District) Congress Committee
stated that the existing slab of 0-100 units in case of residential consumers should be
revised to 0-300 units considering the profile of such consumers.
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VIA stated that Mobile Tower operators are getting undue advantage of the cross-
subsidised Industrial Tariff meant for Micro and small-scale industry, Flour Mills and
Welding Workshops, i.e., Industries below 20 kW.The LT V(A) category has a Tariff
below ABR. Therefore, due provision should be made to ensure that this category
comes under LT V(B) by prohibiting such consumers from getting undue benefit of
subsidy or by transferring them to the Commercial category. Shri.Suhas Joshi also
suggested that mobile towers should be classified under Commercial Tariff as they do
not involve any manufacturing process.

Bharati Airtel Ltd. stated that MSEDCL should charge Industrial Tariff for
consumption by mobile towers, Base Station Controllers (BSC) and Mobile Switching
Centres (MSC) requiring an Information Technology (IT) and IT-enabled Services
(ITES) RegistrationCertificate.In the previous MYT Order, the Commission had
rejected the proposal for categorization of mobile towers under the Industrial
category. However, under Gol’s Notification 8 of 2012, the Telecom sector has been
notified as an Infrastructure sector.

Shri.Suhas Joshi pointed out that many IT/ITES consumers who are not having
permanent IT Registration Certificate are presently billed as per the Industrial Tariff
category. Only consumers having permanent IT registration should be classified under
Industrial category.

Shri Suhas Khandekar stated that, whilethe requirements for religious purposes are for
very short periods, the financial implications on individual consumers inboth
Temporarycategories, religious and non-religious (under LT VII category), are
substantial. These sub-categories of temporary supply should be merged.

Shri Suhas Khandekar stated that street light is also a Public Service. There is no need
for a separate category LT-VI for street lights, and it should be merged with the LT X
(Public Service) category.

Healso suggested merging HT X (Ports) with the HT Il (Commercial) category.

Shri Khandekar pointed out that the rates for Railways and Monorail/Metro being the
same, the two categories should be combined. Railways should be included in the
Public Services category (HT IX).

Shri. Pratap Hogade on behalf of the Tyre Remoulding Working Companies stated
that these consumers are industrial and manufacturing units. Before the Tariff Order
of August, 2012, they were classified as industrial units, but have thereafter been
applied the higher Commercial Tariff category. Tyre remoulding and retreading units
should be categorised under the Industrial Tariff considering the processes
involved.VIA and others also stated that,as per the definition of industry, i.e.” work
which entails manufacture”, tyre remoulding activity is industrial. The MSME
Ministry has also reclassified it as a manufacturing industry by revising its earlier
classification as a service industry.The work involved is refurbishing scrap tyres into
new usable tyres by use of rubber as raw material, which involves a process.
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Therefore, it is inappropriate to keep tyre remoulding unitsin the Commercial instead
of the Industrial category.

Sasi Retreading Enterprises Pvt. Ltd. stated that the Commission might have
inadvertently classified tyre retreading units in the Commercial category in the 2012
Tariff Order. They should be shifted back to the Industrial category as MSEDCL had
not given any logical justification to classify tyre remoulding and retreading units in
the Commercial category in 2012 Tariff proceedings. He also referred to the
classification of tyre retreading as industrial by the Data BankDivision of the MSME
Ministry, Gol.

Shri. Hemant Kapadia stated that the process of tyre retreading units is similar to a
manufacturing process. Tyre retreading units were registered as Small Scale Units
(SSI) and situated in Maharashtra Industrial Development Corporation (MIDC) areas.
They should be reclassified under the Industrial category.

Shri.Suhas Khandekar stated that the total billing under the category of Crematoriums
and Burial Grounds is low, and these are Public Services. No single individual uses
this service frequently, and therefore its users will not be affected much by its tariff.
Hence, he suggested merging this category with LT X (Public Service).

Shri. Suhas Khandekar and others stated that automobile workshops and repair shops
are presently covered under the Commercial Tariff. However, the Industrial category
contains ‘Engineering Workshops’, and all automobile workshops or other repair
shops also have ‘Engineering Activities’. Hence, all such entities should be treated as
industries. Where workshops and showrooms are combined, the consumers can be
asked to segregate the two and all the workshop-related activities can be billed under
the Industrial Tariff through a separate sub-meter, and remaining on commercial
basis. Till such separation, the Commercial Tariff could continue to be applicable to
the entire unit.

SEAI, Alps Ice & Cold Storage Pvt. Ltd. and others stated that the Commission in its
previous MYT Order might have inadvertently placed fisheries in the Industrial
category (even though the activities of fisheries do not involve any manufacturing
process), while activities like floriculture, horticulture etc. were classified as
Agriculture - Others in the same Order. Thus, the Commission may (i) to consider re-
categorization of fisheries in Agriculture — others or an appropriate category and (ii)
merge the separate categorization of integrated sea food processing units in cold
storages, other than the cold storages used for agricultural produce.

Navi Mumbai Cold Storage Owners Welfare Association stated that the Commission
should give an exhaustive list of agriculture produce in the Tariff Order as there
remains considerable ambiguity regarding what constitutes agriculture produce, due to
which the beneficiary cold storages find it difficult to avail the concessional Tariff. If
that is not possible, the Commission may, whenever a doubt arises, clarify whether a
particular produce is agricultural produce or not.
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Navi Mumbai Cold Storage Owners Welfare Association also stated that the
Commission has clarified that allied activities undertaken in the premises of a
consumer, like canteen, office club, swimming pool etc., should be billed as per the
Tariff category of the consumer. lIdentical treatment can be given to the allied
activities that are undertaken in a cold storage, provided such activities are for captive
purpose. A certain percentage may be benchmarked, say 10% of the total load, for
such allied activities which can be permitted to avail power supply from the main
source, since getting separate power supply for such allied activities is most of the
time technically not possible.

Shri. Suhas Joshi stated that cold storages do not involve any manufacturing activity
and hence, should be classified under Commercial category. The Agricultural Tariff is
presently applicable for agricultural cold storages; but many stockists and traders are
taking undue advantage of this.

Roma Builders Pvt. Ltd. suggested that the Tariff for operating the Sewage Treatment
Plants (STPs) by commercial and other entities be revised to LT-I1I, as applicable to
STPs operated by Govt agencies and NGOs.

Strome Energy Pvt. Ltd. stated that noContract Demand is required for fire pumps
installed at Residential/Commercial complexes, as they are operated only for a few
minutes during trials monthly or quarterly. Due to Demand Charges, higher costs are
to be incurred although the pumps are required for emergencies. The Tariff for fire
pumps should be without Demand Charges.

VIA suggested that common amenities at residential complexes should be brought
under Public Services.

Shri. Suhas Khandekar suggested that Government/Private/Co-operative Housing
Colonies (where electricity is used exclusively for residential purpose), only for
common facilities like water pumping/street lighting/lifts/parking lots/fire fighting
pumps/ premises (security) lighting, etc., should be shifted from Residential to Public
Services (LT X).

Shri.Suhas Joshi stated that the Tariff for Group Housing Society HT (V1) is very low.
He suggested that it should be at par with the Residential Category LT (1) as it is to
serve a residential purpose only.

Shri. Hemant Kapadia pointed out that small manufacturing units are categorized as
commercial activity, while HT consumers engaged in seed manufacturing continued
with the Industry Tariff. Inspite of Orders passed by the Consumer Grievance
Redressal Forum (CGRF) and filing Petitions before the High Court, consumers such
as 1)Sunrise Industries, Jalna 2)Markfield Seeds, etc. have suffered harassment and
financial loss. The activity of seed manufacturing may be explicitly mentioned in the
applicability list so as to make its status clear.
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MCCIA stated that the Tariff for the proposed separate categories of HT and LT for
educational institutions, hospitals, testing facilities, R&D centres should be less than
that of the Commercial category. This will help these institutions provide better
services at reasonable cost to society.

Shri. Hemant Kapadia objected to the fact that R&D units situated outside industrial
premises are levied the CommercialTariff, while those inside industrial premises are
levied Industrial Tariff. Considering that research creates development and
employment, all R&D units may be classified under the Industrial category and
special concession should be given to such units.

Shri. Suhas Khandekar stated that the approved Tariff has been consistently very high
for residential slabs of 500-1,000 units. For consumption above 1,000 units, the the
monthly bill for residential consumers is higher than for commercial consumers. The
real impact of higher residential Tariff is on hostels for students, orphanages or
hostels for destitutes, besides common facilities in Housing Societies. Many such
entities are running on charity and cater to socially and economically backward
persons, and need financial support from every corner. He suggested thatall students’
hostels affiliated to educational institutions orstudents’ hostels, working
men/women’s hostelsand (i) homes/hostels for destitutes, persons with disabilities/
handicapped persons, or mentally ill persons (ii) remand homes (iii) dharamshalas,
(iv) rescue homes, (v) orphanagesshould beshifted to the Public Services LT X
category.

Shri. Hemant Kapadia stated that the Tariff for advertisements and hoardings is the
highest and 300 % more than ACoS, which is unrealistic and unjust. Advertisements
and hoardings are part and parcel of any business activity, and should be merged with
CommercialTariff.

Shri. Suhas Joshi suggested that the following categories should be added in
Commercial category (LT-1I/HT-II):

A) All cold storages/godowns/ware houses B) Tissue culture C) Ice factoryl/ice
parlour/chilling Plants D) Transformer repair workshops E) Purely R and D labs F)
Testing labs G) Mobile towers and telephone  exchanges H)
Poultry/Hatchery/Fishery/Cattle farms 1) Ports J) Service industries K) State
Transport workshops/private workshops L) Stone/Fodder/Cane crushers M) Private
hospitals and private educational institutions N) Cinema theatres O) Bulk supply
consumers P) mixed load consumers Q) Consumers taking supply for resale of energy
R) Interstate/Intrastate consumers S) Unregistered IT/ITES units/parks T)
Unregistered industries U) Industries having no manufacturing activity V) Any non-
manufacturing and non-residential activity which is not classified under other specific
Tariff category.

Shri. Mahaveer Jain stated that all the four Distribution Licensees in Maharashtra
have different Tariff categorization and definitions of PF penalty. The Electricity
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Duty and other charges are also different. These should be harmonised across
Licensees.

Mahindra Sanyo Special Steel Pvt. Ltd. and others referred to the ATE Judgment in
Appeal Nos.13 of 2010 and 198 of 2010 and 42 of 2011 on the Appeal filed by Ispat
Industries Ltd. against the Commission’s Order on the issue of Voltage-wiseCost of
Supply (VCoS). ATE had directed the Commission to create a separate category for
Arc Furnace EHV consumers. Their demand profile varies, with peak demand being
the highest at 40 MW and lowest at 1 MW. The base load demand is 7.1 MW for 80%
of the time throughout the month, intermittent demand varies between 7.1 MW and 32
MW and the peak demand is 40 MW. Therefore, there is a genuine difficulty in
maintaining the demand. They requested that a separate category, considering the load
variation, be considered for Arc Furnaces and a single part Tariff specified as with
Railway Tariffs (load variability of traction load). In the neighbouring State, the
Chhattisgarh Electricity Regulatory Commission has also specified steel industries as
a separate category, determined a lower Tariff as compared to other categories of
consumers and introduced a new optional Tariff on Load Factor basis.

MSEDCL’s Reply
Tariff for Sewage Treatment Plants

In its Tariff Order for FY 2012-13 (Case No. 19 of 2012), the Commission had ruled

that the Public Water Supply Schemes and Sewage Treatment Plants (including allied
activities) owned, operated and managed by any agency other than Local Self-
Government bodies (excluding Maharashtra JeevanPradhikaran) shall not be eligible
for the LT-1Il Tariff.The rationale behind this categorisation was that there may be
commercial motive if it is not completely under the ownership, operation and
maintenance of the Local Authority. MSEDCL has not proposed any change in the
current categorisation.

Creation of Separate Category for Metros
As per the previous MYT Order, the Commission had given the following rulings:

“6.34.3 The Commission notes the ongoing development of Metro rail services
in Maharashtra as a means of mass public transportation. However, at this
stage, the Commission is not inclined to place the Metro rail services at par
with Railways in terms of Tariff. The Commission is in the process of further
understanding the powers requirement of Metro, and its Tariff has for the time
being been determined on a two-part basis at a rate marginally higher than
the Tariff applicable to Railways.”

6.34.4 The Commission has decided to create a separate Tariff category for
Traction purpose for Metro and Mono Rail. The other activities necessary for
the operation of Metro/Mono Rail, including Stations and yards, shall be
covered under HT 1X (B): Public Service — Others category.”
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6.34.5 In case all the activities carried out at Metro Stations as well as the
requirement for Traction are connected at a single point, then the Tariff for
Metro rail will be applicable. However, if separate meters are available for
usage other than Traction, such supply shall be billed as per the parent
category of the usage.”

MSEDCL has proposed Tariffs based on the existing framework of categories and
sub-categories. It is not authorized to decide the Tariff category of consumers based
on their usage of electricity. Those powers are with the Commission.

HT Continuous/Non-Continuous Category, Tariff of IT/ITES Units and Cold
Storages

MSEDCL has proposed equal increase for both continuous and non-continuous
supply categories.

Determination of Tariff and the Tariff philosophy comes under the purview of the
Commission and it has the powers to determine the Tariff for various consumer
categories.

Ports

Ports were under the HT-1I Commercial category. However, in compliance of the
ATE’s Judgment dated 19 December, 2012, the Commission created a new category
of HT X -Ports. MSEDCL is not authorized to decide the Tariff category of
consumers based on their usage of electricity. These powers are with the Commission.

Automobile Workshops and Repair Workshops

Considering the commercial activities in automobile and any other type of repair
centres, these are rightly categorized by the Commission in the Commercial category.
MSEDCL has not proposed any change.

Categorization of Railways and Monorail, Street Lights, Temporary
Connections, Crematoriums and Burial Grounds

MSEDCL has proposed Tariffs based on the existing framework of categories and
sub-categories. The powers to decide the Tariff category of consumers based on their
usage of electricity arewith the Commission.

Tariff of Poultry/Hatcheries /Fisheries

As above.

Tariff for HT VI - Group Housing Society

As above.

Addition of Activities in Commercial Category
As above.

Re-Categorisation of Tariff Category- Tyre Retreading

Page 80 of 617 Case No. 48 of 2016



MYT Order of MSEDCL for the period from FY 2016-17 to FY 2019-20

As above.
Fisheries

The Objectorhas asked for re-categorization of fisheries from the current Industrial
category to Agriculture- Others. As per its Order in Case No. 42 of 2015 dated 13
May, 2016, the Commission has re-categorized fisheries in the Industrial category,
stating that fish is a raw material and would qualify as activities to which Industrial
Tariff would apply. Therefore, according to the Order No.42 of 2015 of the
Commission, fisheries would be categorized as Industrial category. The same has
been proposed by MSEDCL.

Separate Categorization of Integrated Sea Food Processing Units

MSEDCL has proposed Tariffs based on the existing framework of categories and
sub-categories. It is not authorized to decide the Tariff category of consumers based
on their usage of electricity, which is within the purview of the Commission.

Consideration of Allied Activities

The the suggestion is noted. However, the powers to determine categorization and
Tariff philosophy are vested with the Commission.

Different Tariff Logic and Criteria

The Distribution Licensees are different entities serving in different areas having
separate consumer mix and geographical spread. Therefore, it would not be
appropriate to compare them. MSEDCL has been proposing Tariffs based on
categories that are according to the existing framework. Powers to decide the Tariff
category of consumers based on their usage of electricity are with the Commission.

Separate Tariff for Arc Furnaces

MSEDCL has been proposing Tariffs based on the existing categories. It is not
authorized to decide the Tariff category of consumers based on their usage of
electricity. Those powers are with the Commission.

Commission’s Ruling

Applicability of Tariff and consumer categorisation were among the issues most
frequently raised during the public consultation process. In the Section on Tariff
philosophy in Chapter 8 of this Order, the Commission has elaborated its views
regarding consumer categorisation and applicability of Tariff for various categories.

2.17 Separate Tariff for EHV Consumers
Objections/Suggestions

MSSSPL stated that the Commission, in its Reply in Appeal No0.230 of 2015, had
stated that the EHV rebate is an alibi for a separate tariff for EHV consumers. EHV
rebate is provided to share the operational efficiency gains tothe Distribution Licensee
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that EHV consumers bring to the distribution system, and cannot be treated in line
with separate categorisation of consumers.

ASPAI suggested an upward increase in the EHV benefit from 3% to 10%, so that the
minimal Transmission Lossfrom this categoryis recognised.

MSEDCL’s Reply

MSEDCL has not proposed any change in the present incentives/rebates/penalties.
Their determination is within the purview of the Commission.

Increase in EHV Rebate
The Commission has already decided the issue in Case No. 113 of 2014 as under:

“10. In view of the foregoing, the Commission clarifies that it has provided in its
Order a rebate for EHV supply computed on the base Energy Charge plus ToD
charge. FAC or other charges are not included for the purpose of computation of
the rebate.”

Commission’s Ruling

In pursuance of the methodology for Tariff design specified under the MYT
Regulations, 2015, the Commission, in this Order, has un-bundled the Energy Charge
(now termed as Variable Charge) into a ‘Wheeling Charge’ component and an
‘Energy (Supply) Charge’ component. This segregation of Wheeling Charges from
the Energy Charge would result in Tariff differentiation for HT consumers connected
at EHV (66 kV and above), 33 kV and 22kV &11 kV. The tariffs of HT consumers
connected at EHV and at 33 kV levels, comprising around 46% of the total HT energy
sales, have been reduced significantly due to such segregation of Wheeling Charges.
In effect, HT consumers have been further classified based on the basis of voltage
level, i.e. EHV, 33 kV and 22 kV and 11 kV. Accordingly, the Commission has kept
in view the ATE’s direction for creating a separate consumer category for EHV
consumers.

The Commission in this Order has determined a separate tariff for the EHV voltage
level. Therefore, it has discontinued the EHV Supply Rebate.

Merger of Continuous and Non-Continuous Supply Categories
Objections/Suggestions

Shri. Suhas Khandekar stated that, in the previous MYT proceedings, MSEDCL had
proposed merging the continuous and non-continuous consumer sub-categories, but
the Commission decided to only reduce the gap in Energy Charges between these two
to 50 paise per unit, and gradually reduce the difference. In MSEDCL’s present
Petition, the difference is increasing every year, which needs to be reversed.

Industrial Metal Powders (India) Pvt. Ltd., Shri. Suresh Sancheti, One up Advisors,
and Consultants Pvt. Ltd. stated that it is high time that both categories (HT-1
Continuous and Non-Continuous) are merged. The entire capital expenditure for
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express Feeder consumers and its maintenance is done by the consumer, which is a
great relief to MSEDCL.

Shri.Hemant Kapadia pointed out that 60% to 70% of HT express Feeder consumers,
including consumers on EHV Feeder (132 & 220 KV),haveopted for change in
category. There should now be only a single category.

VIA challenged MSEDCL’s submission made at para 6.16 (Volume 1A) of the
Petition praying for review of the directions regarding change in Tariff from
continuous to non-continuous and restricting the option to only once during the
financial year. MSEDCL have citedthe SoP Regulation 4.13 (b). The SoP Regulations
are notified in compliance of Section 57 of EA, 2003, which is for giving time
boundservices to consumers. It does not override the right of MSEDCL to reject the
application of a consumer if it is not as per the directives in the Tariff order. There
cannot be two Tariffsfor a single consumer. The need for change in Tariff arises only
when the consumer changes the purpose of use.

MSEDCL’s Reply

In its earlier Petition, MSEDCL had proposed merger of express and non-express
Feeder consumer category. However, the Commission had not accepted it.
Considering the Commission’sin the previous MYT Order, MSEDCL has retained
separate continuous and non-continuous categories.

Further, the Petition before the Commission on the issue of revenue loss due to
consumers exercising choice between continuous and non-continuous supply is still
pending (Case No. 94 of 2015).

Commission’s Ruling

The Commisson has decided to merge the sub-categories, viz. continuous and non-
continous. The Tariff philosophy and applicable Tariff for these has been elaborated
in Chapter 8of this Order.

2.19 Separate Category for Consumers of 1 MW and Above
Objections/Suggestions

Shri. Jayant Deo stated that there is a need to segregate bulk consumers having more
than 1 MW requirement from non-bulk retail consumers. By clubbing such bulk
consumers with other non-subsidised retail consumers while determining Tariff, the
non-bulk and non-subsidised retail consumers are bearing the brunt of power utilized
not only by the subsidised consumers, but also by the bulk consumers. He, therefore,
suggested segregation of bulk consumers having more than 1MW consumption from
retail consumers to rationalize this aspect of the power market, to bring about proper
implementation of OA in Maharashtra, to foster competition between entities
supplying power to the end user, and also to secure justice for the retail consumers.
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Balaji Electro Smelters Ltd., Shri.Gurpreet Singh Bagga, CMIA suggested
introduction of a new category for industrial consumers with 1 MW and
higherContract Demand by levying competitive Tariffs in comparison to OA
providers for a temporary period till the Industry category Tariffs of MSEDCL reach
the competitive levels of OA providers.

Shri. Hemant Kapadia stated that MSEDCL is creating many hurdles for consumers
who opt for OA or desire to purchase power from suppliers other than MSEDCL. He
referred to the EA, 2003 regarding the need for competition, and suggested that a
separate sub-category be created for OA consumers.

Prayas suggested that consumers with Connected Load of more than 1 MW should be
encouraged to enter into fixed term contracts with MSEDCL at mutually agreed
Tariffs.

MSEDCL’s Reply

The Commission has already addressed the issues relating to consumers having
ContractDemand of 1 MW in Case No. 50 of 2012.

Commission’s Ruling

In its Order dated 02 January, 2013 in Case No. 50 of 2012, the Commission has
deliberated and addressed the issues relating to Tariff determination for consumers
having Contract Demand of 1 MW and above. In that Order, the Commission
observed that the option of OA provided under Section 42 is an enabling provision
and should not be interpreted to mean that all such consumers must necessarily avail
OA. Therefore, while determining the Tariff, it would not be appropriate to
discriminate between consumers based on their eligibility for availing OA. Hence, the
Commission has not determined a separate Tariff for consumers with loads of 1 MW
and above.

The consumers with Contract Demand above 1 MW are eligible to avail OA. The
determination of Wheeling Charges and CSS has a bearing on the OA transactions.
The Commission has elaborated the rationale and principle for determination of
Wheeling Charges and CSS separately in this Order. All other categorization related
changes are dealt with in Chapter 8.

Time-of-Day Tariff

Balaji Electro Smelters Ltd., Vidyut Urja Equipments Pvt. Ltd. and others stated that
it is beneficial for MSEDCL if the consumer avails more power at night by taking
advantage of night ToDrebate. A decrease in the Night Tariff rebate from
Rs.2.50/kwh to Rs.1.50/kwh has resulted in some industries moving out toOA,
thereby reducing the night consumption.To enable more consumers to shift their load,
which will help in flattening the load curve and to attract OAconsumers,
theCommission shouldextend the Night Tariff Rebate upto 12 hours or increase it to
300 paise/kWh.
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MSSSPL, ASPAI, MASSIA and others stated that reduction in ToD benefits from Rs.
2.5/unit to Rs. 1.5/unit has resulted in financial loss to consumers. Hence, it should be
restored to Rs. 2.5/unit.Parbhani Jilha Ginning Pressing Association stated that, to
promote the industry as well as to boost production in the State, ToD incentive of Rs.
1.50 per unit should be increased to Rs. 3.00 per unit.

Shri. Mahaveer Jain stated that, as per MSEDCL data, the peak hours are different
from what is fixed currently.Peak hours are hours when there is very high load, which
is between 11 am and 4 pm. The peak hours set currently are 6:00 to 9:00 am and 6:00
to 10:00 pm.The Commission should analyse the real peak hours load for load
management

Shri. Lalji Ramji Salva, Navi Mumbai Cold Storage Owners and others stated that the
benefits of ToDtariff should be extended to all cold storages, including those which
are meant for agriculture produce.

Federation of Industries Association, Vidharbha stated that MSMEs normally work in
general shift (9.00 am to 5.30 pm) and thus have to bear higher peak hour charges.
These cannot be compensated by off-peakhours low charges, as they cannot
workduring night hours. This will kill the MSME sector which is a major employment
generator.

MSEDCL ’sReply

The powers to decide the Tariff category, charges, incentives, penalties and rebate
applicable to all categories of consumers based on their usage are with the
Commission.

Commission’s Ruling

The Commission has carried out an analysis of hourly data of the past years and of the
daily load pattern and need for revision of ToD tariff, as set out in Chapter 8 of this
Order.

2.21 Load Factor Incentive and Power Factor Incentive

Western Maharashtra Steel Manufacturers” Association, Dindori Industrial
Association and others stated that the proposed Load Factor discount should begin at
60% rather than the current 75%, and the maximum discount should be increased to
25% from the current 15%.ltalsostated that in attempting to use cheaper power at
night, the Contract Demand level is exceeded at times. As a result, these night units
are used instead of being wasted.Therefore, no penalty should be levied on the excess
demand at night.

Balaji Electro Smelters Ltd. stated that some consumers are exceeding Contract
Demand in the night hours and paying only a marginal penalty on the exceeded
Contract Demand and enjoying higher more Load Factor incentives at the same time.
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ASPAI stated that the Load Factor incentive should be allowed at 50% load for
Electric Arc Furnace-based alloy steel industries, and Power Factor incentive should
be maintained at 7%.

Vidyut Urja Equipments Pvt. Ltd. stated that, to ensure that consumers are not
exceeding Contract Demand in night hours, the Load Factor formula should be
changed in such a way that if the contracted demand is exceeded, 100% of
consumption on the exceeded Contract Demand during night hours would not be
considered for calculation of Load Factor incentives.

MSEDCL’s Reply
MSEDCL has not proposed any change in the present incentives/rebates/penalties.
Commission’s Ruling

The Commission has not revised theLoad Factor and Power Factor incentives, as
explained in the Sectionon Tariff philosophy.

Open Access and Wheeling Charges

Tata Motors, Owens Corning and others stated that, contrary to theEA, 2003 and the
National Tariff Policy, the rate of CSS is progressively increasing instead of
reducing.Tata Motors further stated that, instead of MSEDCL trying to improve its
performance, it is trying to cover its inefficiencies by imposing Additional Surcharge
and CSS on OAconsumers, which is killing OA mechanism.

Hindalco Industries and Owens Corning referred to the ATE judgment in the matter
of Steel Furnace Association of India vs. Punjab State Electricity Regulatory
Commission (Appeal No0.38 of 2013), and stated that during power cuts/load
shedding, the OA consumer is not procuring any electricity and the Distribution
Licensee is under no obligation to supply power during this period. Therefore, there is
no question of levying surcharges in the form of CSS and Additional Surcharge by
MSEDCL. If Additional Surcharge is to be imposed, it should be imposed onlyon
consumers reducing their Contracted Demand.

Tata Motors, Balaji Electro Smelters Ltd., and others objected to the proposed
Additional Surcharge on OA consumers. Such unjustified charges make the OA
business financially unviable in the State.

Steel Authority of India Ltd., Chandrapur stated that levy of CSS on industrial
consumers has made their operations unviable due to which many power-intensive
industries have set up their own Captive Power Plant(CPP) to ensure availability of
reliable and economic power. This shifting of industrial consumption has resulted in
availability of adequate power, reduction of Transmission and Distribution (T&D)
Loss and improved the energy efficiency of industries. The proposed levy of
Additional Surcharge on CPPs is against the provision of the EA, 2003 and will make
operation of these industries unviable and may force them to shut down their CPPs.
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CMIA, Asahi India Glass Ltd., Praxair India Pvt. Ltd., and others stated that
MSEDCL’s proposal of Additional Surcharge should be rejected, as MSEDCL has
not conclusively demonstrated that the obligation of existing power purchase
commitments continues to be stranded.

MSSSPL and ASPAI stated that, till all categories of consumers are supplied with
24/7 power, there cannot be any case for approval of Additional Surcharge for OA.

VIA stated that the ‘obligation to supply cost’cannot be more than Demand Charges
determined by the Commission.These Demand Charges, when converted from per
kVA to per kWh terms, come to aroundRs. 0.40 per unit. Hence, the Additional
Surcharge cannot exceed Rs.0.40 per unit for OA consumers.Indoworth India Ltd.
also stated that Fixed Charges for stranded capacity cannot be recovered from
consumers as there is no obligation to supply power to OA consumers. Hence, the
Additional Surcharge should not be levied on OA consumers.

Shri.Mahendra Jichkar stated that many consumers of MSEDCL are opting out for
OA as the Tariff of MSEDCL is the highest amongst the nearby States.Instead of
imposing any further charges, MSEDCL should provide a Tariff which is affordable
and in line with the other power sources. MSEDCL need to put in efforts to bring
back these consumers.

Shri. Pratap Hogade, MV GSstated that the backed down capacity should be brought
to the optimum minimum level and no Fixed Cost obligation should be allowed to any
suppliers. The long-term PPAs should be revised or revoked as may be required.

Videocon Industries Ltd., Jain Irrigation Systems Ltd., Piaggio Vehicles Pvt. Ltd., and
others stated that the Commission should investigate the cause of stranded capacity so
that consumers are not penalized.

CMIA, MASSIA, Shri Hemant Kapadia and others stated that the minimum
requirement of 1 MW load should be reduced to 500 kW for eligibility to source
power through OA. MASSIA further suggested that a group of MSMEs collectively
consuming 500kW may also be made eligible forOA.

The Institution of Engineers (India), TechNova Imaging System (P) Ltd., and others
stated that the 22 kV Feeders of the old network are overburdened with the wheeling
loss/charges of 11 kV Feeders. 22 kV Feeders need to be treated at par with 33 kV
Feeders to avoid overcharging of wheeling losses and charges.This is a major
obstruction to 22 kV Feeder consumers to avail OA power, which needs to be
removed.

Hindalco Industries Ltd. and Owens-Corning (India) Pvt. Ltd. objected to the increase
in Wheeling Charges for 11/22/33kV. Such high Wheeling Charges would render OA
unviable and defeat the very intent of EA, 2003.

The Institution of Engineers (India), Shri Tarun Agarwal and others stated that the
DOA Regulations, 2016 allowed power trading on Power Exchangeson day-ahead
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basis. However, MSEDCL is creating hurdles in the implementation of the new
DOARegulations,2016, and suitable practice directions need to be issued to
implement the Regulations smoothly for Power Exchange transactions.

MSEDCL’sReply
Cross-subsidy Surcharge

The EA, 2003 defines “Open Access” and inter-alia mandates the Commission to
determine “Cross-subsidy Surcharge”, “Additional Surcharge” and other applicable
charges payable by consumers opting for OA. The National Electricity Policy which
also provides for recovery of CSS from OA consumers.

MSEDCL has sought recovery of the Revenue Gap and proposed revised Energy
Charges. Accordingly, the ABR of existing consumers of MSEDCL is changing. The
change in ABR of consumers further results in change in CSS being paid/ payable by
the existing OA consumers. Since Section 42 of the EA, 2003 also states that the CSS
needs to be utilized to meet the requirements of current level of cross-subsidy within
the area of supply of the Distribution Licensee, there is a need to re-determine the
CSS to maintain the proposed level of cross-subsidy, to be paid by consumers availing
OA at that point of time.Accordingly, MSEDCL has proposed the CSS.

Additional Surcharge

MSEDCL has implemented the Intra-State Awvailability-based Tariff (ABT) in
Maharashtra since 1 August, 2011 and the Maharashtra State Load Despatch Centre
(MSLDC)/Distribution Licensees are granting approvals/consent to OA consumers for
purchase and sale of power through OA as per the DOA Regulations. Accordingly,
OA consumers are now buying a considerable quantum of power under OA. On the
other hand, MSEDCL has tied up a sufficient quantum of power considering the
overall growth. This results in stranded generation capacity and under-recovery of
fixed cost. Hence, there is need for determination of Additional Surcharge payable by
OA consumers.

MSEDCL is in a peculiar situation, wherein it has tied up sufficient quantum of
power, after due approval of the Commission by considering the overall growth in the
State and, therefore, for upcoming consumers also; and on the other hand the OA
users are not availing power supply from MSEDCL. As a result, this generation
capacity tied up by MSEDCL remains idle. In such situation, MSEDCL needs to back
down the generation.However, it has to pay Fixed (Capacity) Charges to the
Generators as per the terms and conditions of the PPAs irrespective of the utilisation
of generation. This burden of fixed cost is affecting the viability and sustainability of
operations of MSEDCL. This ultimately affects the end consumers who are buying
power from MSEDCL.

In such situation, it would be appropriate that an Additional Surcharge is determined
and made applicable to OA consumers as per the provisions of Section 42 of the EA,
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2003.Clause 5.8.3 of the National Electricity Policy also provides for recovery of
Additional Surcharge from OA consumers, as does Clause 8.5 of the Tariff Policy,
2016. Regulation 14.8 of the DOA Regulations, 2016 also outlines the principles for
determination and levy of Additional Surcharge.

MSEDCL has tied up with sufficient capacity to meet the future demand, which was
projected based on then prevailing demand growth. However, now certain consumers
have opted for OA, resulting in stranded generation capacity. In order to reduce the
unnecessary burden of payment of Fixed Charges due to such stranded capacity,
MSEDCL has proposed to recover Additional Surcharge from OA consumers to that
extent.

The calculations show that the backed down capacity is higher than the OA capacity.
Therefore, that part of the backed down generation capacity is due to OA. In case the
OA consumers had availed power from MSEDCL, the backed down capacity might
have been limited to that extent.

The detailed methodology along with the backed down quantum and fixed cost
obligation is provided in the Petition.

Levy of CSS and Additional Surchargeduring power cuts

MSEDCL is supplying 24/7 quality power to industries and is in a surplus situation,
and load shedding is being carried out for other consumer categories only in case of
technical constraints. Thus, MSEDCL is in a position to supply power to the
consumers opting for OA, and also has a Universal Service Obligation (USO) to
supply power to all consumers within it Licence area.

The ATE Judgment referred to is not applicable in the present case, and the levy of
CSS and Additional Surchargeis applicable in line with the MYT Regulations, 2015
and DOA Regulations, 2016.

Wheeling Charge and Wheeling Loss

MSEDCL has proposed Wheeling Charges and losses based on the existing
framework of categories and sub-categories.

Commission’s Ruling

The Commission has dealt with the issues relating to OA Charges as well as the retail
Tariff applicable to eligible OA consumers in Chapter 8of this Order.

The DOA Regulations, 2016 have been notified only a few months ago after due
public consultation. During that process, the Commission,after due consideration, had
decided to retain the minimum eligibility requirement of 1 MW for sourcing power
through OA as more appropriate and feasible.

While the option of OA available to eligible consumers is intended to encourage
competition and choice, exercising such choice would depend upon several factors,
including the retail Tariff of the Distribution Licensee and the applicable OA charges.
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In Chapter 8, the Commission has dealt with the determination of Wheeling Charges,
CSS and Additional Surcharge, which have an important bearing on OA transactions.
It has also revised the retail Tariff for the Industrial and Commercial categories,
which predominantly include the eligible OA consumers. The interplay of these and
other factors would determine the evolution of OA transactions in the State.

Non-Recovery of timely Subsidy from GoM

Shri.Mahaveer Jain stated that the GoM due of Rs. 2,650 crore (FY2014-15) is a
serious issue, and the subsidy against tariff offered by GoM must be accepted only if
advance payment is made to MSEDCL.

Shri.Tarun Agarwal stated that the Agriculture arrears of Rs.13,948 crore should be
claimed from GoM as subsidy instead of putting that burden on other categories.

The Institution of Engineers (India) stated that, as per Section 65 of the EA, 2003, if
the State Government requires the grant of subsidy to any class of consumers in the
Tariff determined by the State Commission, the State Government shall pay the
amount in advance to the Distribution Licensee.Hence, in the absence of subsidy
payment from GoM, theCommission should not pass this burden on other categories
and the subsidy for the Agriculture category should be claimed from GoM instead.

Shri.Jayant Deo stated that the subsidised rates for Agriculture should be permitted up
to a pre-defined level of consumption, beyond which a Tariff that reflects the efficient
cost of service should be charged. Shri Deo, Century Rayon, Federation of Industries
Association, Vidarbha and others stated that subsidy to genuine consumers should be
routed through Direct Benefit Transfer (similar to LPG subsidy) to the Bank accounts
of the concerned consumers. .

Federation of Industries Association,Vidharbha stated that MSEDCL has manipulated
the agriculture subsidies to lower the T&D loss figure, which needs to be verified.
Further, the subsidies offered by GoM on various accounts shouldnot be loaded on
consumers but should be compensated by GoM.

MSEDCL’s Reply

MSEDCL is regularly getting subsidy on the concessions declared by the GoM.
Electricity Duty (ED) and Tax on Sale of electricity (TOSE) are being collected on
behalf of GoM, and is being adjusted against the subsidy. In view of the practical
difficulties, the processes involved at the Govt. Level and the amount available
through ED and TOSE, MSEDCL is getting the subsidy amount as good as in
advance from GoM. After the periodic reconciliation of payables and receivableswith
GoM, necessary GR for such adjustment is being issued by the GoM.

Commission’s Ruling

The Commission has noted the objections in this regard, and MSEDCL’s replies.
Section 65 of EA, 2003 specifies that the Licensee will have to be paid an equivalent
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amount in advance in case the Government requires the grant of any subsidy to any
consumer or class of consumers in the Tariff determined by the Commission.

2.24 Metering Faults, Meter Reading and Billing Issues
Objections/Suggestions

Shri.Mahaveer Jain stated that there is a loss of Rs. 150 crores due to the time gap
between generation of bills and meter readings. He proposed the following timelines
for generation of bills:

a) Bill amount above Rs. 10lakh- Within two days.
b) Bill amount above Rs. 1 crore- Date of meter reading.

The average time for generation of bills must be brought down to around three to five
days in FY 2016-17. Tapa Power Co. Ltd (Distribution) (TPC-D) and Reliance
Infrastructure Ltd (Distribution) (RInfra-D) are generating bills in one to three days.

Shri.Mahaveer Jain also stated that the billing pattern of the four Distribution
Licensees are different. Also, complete information is not provided in the soft copy of
bills and the duplicate bills by MSEDCL appropriately.

MVGS, Buldhana stated that bills issued to agricultural consumers in Buldhana
District are found to be mostly erroneous. Strict instructions should be given to avoid
billing malpractices/wrong billing.

Adv. Anil N. Chavan asked that subsidies, Transmission and Distribution
LossCharges, base energy rates, FAC, etc. should be included in consumer bills.

Balaji Electro Smelters Ltd.,Vidyut Urja Equipments Pvt. Ltd., and others stated that
MSEDCL had given contracts for photo meter reading of consumers but many
irregularities were reported by consumers. No penalties are imposed on outsourcing
agencies for their deficiencies. Moreover, there is nooutsourcing for agriculture
metering, andeven upon request byfarmers the staff of MSEDCL is also not taking the
readings.

Urja Sahayog questioned whether 100% meters of all categories are in working
condition. It also questioned the time taken by MSEDCL to issue the first bill from
the date of connection. Adv. Rajesh Shah stated that meters installed by MSEDECL
are faulty.

MSEDCL’s Reply
Outsourcing of Meter Reading

The defaults of the photo meter reading agencies are being dealt as per the provisions
of the agreements.
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Faulty Meter Installation

The Objectors have made certain allegations regarding faulty meter installation by
MSEDCL without proper supporting documents. If they provide additional details,
MSEDCL will look into the matter.

The meter can fail, and whenever such faulty meter is detected/reported, appropriate
action for meter replacement is taken.

Delay in Billing

Generally for HT and LT Category (>20 kW) consumers, the bills are issued by fifth
of every month. For other LT Category consumers also, MSEDCL tries to provide
bills within five days of meter reading. However, due to various reasons the bills may
get delayed. MSEDCL is trying to improve this to the extent possible.

Regarding the standard pattern of billing, MSEDCL has noted the suggestion made.

Regarding the time gap between the date of connections and issue of first bill,
MSEDCL endeavours to provide timely bills to consumers.

Charges to be shown in Bills

The Energy Charges and FAC are already mentioned in the bills raised by MSEDCL
and subsidy details are also specified whenever applicable. There is no such charge as
Transmission and Distribution Loss charge being levied on consumers, and therefore
it is not mentioned in consumer bills.

Commission’s Ruling

The Commission has taken note of the deficiencies pointed out in the customer related
processes and service delivery related issues, which not only affect the consumers but
also result in Commercial Loss for the Distribution Utility. Addressing the billing
process related issues is critical and should be taken up on priority, as improving
billing and collection cycle efficiency would ease the liquidity position for MSEDCL
as well.

The Commission notes MSEDCL’s submission during the Hearings regarding the
initiatives it has recently taken for mobile alerts and the introduction of a mobile-
based application. MSEDCL should explore further expansion of its mobile
applications to enhance other customer outreach and awareness activities.

MSEDCL should review its billing related processes, identify current limitations/gaps
and areas for improvement and take corrective steps and monitor the implementation
of necessary actions at the highest level. MSEDCL may also conduct a third-party
process audit of its billing processes, including audit of its billing software/system.
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2.25 Standards of Performance, and efficiency in administration
Objections/Suggestions

Rubcomp Industries Pvt. Ltd. stated that quality power should be supplied 24/7 and
the SoP Regulatons should be amended to enforce this.

VIA stated that the number of cases of faulty meters is very high and MSEDCL needs
to tackle this issue on urgent basis.

Forstar Frozen Foods Pvt. Ltd. and many others stated that the management of
MSEDCL must be improved and administrative and technical expenses should be
brought down.

Ginning Pressing Association, Parbhani stated that MSEDCL should use quality
material. For better quality service, MSEDCL should use technologies like video
conferencing and move towards ‘paper less' systems.

Prayas stated that the steep increase in O&M and capital expenditure has not resulted
in improvement in supply quality, and no public consultation is taken for compliance
with the SoP. No analysis of reliability indices, Feeder load data, and load shedding
and load management has been provided. There are large variation in interruption
numbers (>15 min) and interruption hours (> 15 min.) between urban and rural areas.
For example, the average duration of interruption in Pune district in FY 2015-16 in
rural areas and urban areas was 35 Hours and 11 Hours 15 minutes, respectively.

Shri. Suhas Joshi stated that there are frequent power failures due to faulty and
overloaded systems during the monsoons.

Shri. Suhas Joshi suggested that MSEDCL undertake austerity measures. It should
minimize expenditure and stop unwanted expenditure. MSEDCL should analyse this.
MSEDCL should keep a vigil on four departments, namely power purchase Section,
material management Section, infra/projects Section and civil department. He asserted
that the material management Section should buy all materials through
e-tendering only, and that too at the central level, and purchases at the Zonal level
should be stopped immediately.

Bhagwati Steel Cast Pvt. Ltd. contended that Power Factor needs to be improved. It is
getting 30 kV instead of 33 kV, which it had reported to MSEDCL. This affects the
Load Factor and damages its costly equipments.

Nashik Industries & Manufacturers Association and Ambad Industries Manufacturers
Association stated that quality powershould be supplied 24/7. Further, the
SoPRegulations should be amended to provide that normal fuse-off calls should be
attended to in one hour in cities and threehours in rural areas.

Shri. Arvind Bhaskar Gadakh stated that farmers are not getting quality power supply
resulting in a tendency not to pay bills.

MSEDCL’s Reply
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Regarding quality and 24/7 power supply, MSEDCL follows procedures and strives to
complete the activities within the time lines mentioned in the SoP Regulations.
However, there may be delay in certain cases due to unforeseen conditions. Still, the
consumer can seek the desired information at some other appropriate forum, and it
does not fall within the purview of the present Petition.

Strong Professional and Technical Management

MSEDCL works as per the EA, 2003 and Rules and Regulations specified by the
Commission.It has the adequate technical and managerial workforce and regularly
uses modern technology in day to day work.

Regarding austerity measures, MSEDCL noted the suggestions/observations.
Commission’s Ruling

The Commission observes that adherence to the SoP Regulations by Distribution
Licensees and compliance monitoring thereof is crucial. The Commission has been
dealing with several cases in which CGRFs have given directions which are not
implemented or delayed.

In its previous MYT Order, the Commission had directed as follows:

“...The Commission hereby directs MSEDCL to update the performance indices on
a monthly basis on its website and also submit quarterly report to the Commission
in accordance with Regulation 10.3 of the MERC (Standard of Performance of
Distribution Licensees, period for giving supply and determination of
compensation) Regulations, 2014.”

The compliance of this directive has been analysed in Chapter 7of this
Order.However, specific instances of non-compliance or delay in compliance cannot
be addressed in the present proceedings.

In this context, MSEDCL has mentioned during the Public Hearings the mobile based
application launched by it which enables consumers to access certain services. As per
MSEDCL, amongst various other functionalities available on the mobile app, there is
also a provision to register and track power failures.

MSEDCL may also use the electricity bills as well as the mobile application as
important communication/outreach tools for consumer awareness.

Fatal System Incidences and Planning for Safety System Upgradation
Objections/Suggestions

Urja Sahayog stated that MSEDCL has a large number of fatal accidents and ranks
2nd in the country. The fatal accidents are due to improper maintenance practices and
the burden of compensation paid is passed on to the consumers.

Adv. Anil N Chavan stated that power quality and safety should be maintained to
reduce pilferage in the transmission and distribution network and to avoid accident
and fire due to high voltage surge in residential lines.
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MSEDCL’s Reply

MSEDCL is very much concerned about the safety and Distribution Losses and is
committed to reduction ofDistribution Losses.

Electrical accidents occur for various reasons such as fault in the distribution line, due
to natural calamity, due to heavy rains etc., and not all accidents occur due to poor
maintenance. Utmost care is taken by MSEDCL to avoid any sort of accidents.
However, such incidences of accidents are investigated and appropriate action as may
be required is taken.

Commission’s Ruling

Strict adherence to safety standards and protocols need to be followed to avoid
accidents, and regular monitoring and upkeep of safety devices, training of operating
staff and consumers is equally important. The Commission’s observations regarding
compliance of the earlier directive has been elaborated in Chapter 7.

2.27 Audit Reports, and Comments of Auditor
Objections/Suggestions

Shri. S. Y. Kelkar, Shri. R.K Sharma of Siyaram Silk Mills Ltd., Shri. Anil Agrawal,
and others stated that the Commission should periodically review all Audit Reports
and comments of the Auditor as MSEDCL is a GoMCompany and answerable to the
people of Maharashtra.

MSEDCL’s Reply

MSEDCL submits its Audited Accounts to the Commission during every true-up
exercise. Accordingly, it has submitted the Audited Accounts for FY 2014-15 to the
Commission for scrutiny and analysis.

Commission’s Ruling

The Commission undertakes the true-up of every financial year considering the
Audited Accounts.

2.28 Energy Conservation
Objections/Suggestions

Shri.Mahendralichkar stated that energy conservation must be made compulsory and
special incentives should be granted for consumers saving energy.Shri.Mahaveer Jain
stated that there are ample opportunities to save costs through energy conservation,
which MSEDCL could have implemented. He suggested that new buildings with
facade should mandatorily use at least 30% Solar and Biogas from STP/waste. He
referred to Haryana State, where it is mandatory for new buildings having load more
than 100 kVA to generate at least 10% of Solar power.
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MSEDCL’s Reply

MSEDCL has noted the suggestions. MSEDCL has also started some energy-savings
Demand-Side Management Measures measures such as installation of 5 star rated fans
and replacement of large AC/chillers(including white roofing), etc.

Regarding new buildings having load more than 100 KVA, MSEDCL is not
authorized to make such provision.

Commission’s Ruling

The Commission has kept in view the key objectives of EA, 2003, including
promotion of competition, protection of the interest of consumers and encouraging
economy and efficiency in the use of electricity. The Commission has to balance the
promotion of efficient use of electricity through appropriate price signals and the
reasonablenessof Tariff, without Tariff shock to any category. Further, the
Commission approves DSM expenses which would encourage adoption of energy
efficiency measures, and has set up a mechanism for separate analysis and approval of
such programmes under its DSM Regulations. In general, MSEDCL should encourage
its consumers, particularly new establishments, townships and growth centres for
deployment and use of energy-efficient appliances and BEE certified star rated
appliances. It should undertake consumer education and awareness campaigns and
also develop an action plan for deployment of such appliances at its own
establishments.

Voltage-wise Cost of Supply
Objections/Suggestions

Inox Air products Pvt. Ltd., MSSSL, and ASPAI stated that MSEDCL should
determine the Tariff based on VCoS,in compliance to the directives issued by ATE.

Balaji Electro Smelters Pvt. Ltd., and Vidyut Urja Equipments Pvt. Ltd. stated that the
Commission is providing power Tariff rebates of 3% to EHV consumers. MSEDCL
has provided the voltage-wise cost for FY 2016-17 on the basis of assumption in
compliance with the ATE Order. Hence, the Commission should allow voltage-wise
Tariffs to EHV, 33 kV and 11 kV level consumers.

MSEDCL’s Reply

MSEDCL has been complying with the directives regarding VCoS based on the
approach and methodology adopted by the Commission in previous Tariff orders. It
has been computing VCoS based on the best available information pertaining to
voltage-wise losses/network costs/segregation of Gross Fixed Assets (GFA). In its
previous MYT Order, the Comission has approved the VCoS which is in line with
ATE. On similar lines, in the present Petition also, MSEDCL has provided the
methodology and calculations of voltage-wise cost.
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Commission’s Ruling

The Commissionhas dealt with this issue inChapter 8
2.30 Distribution Franchisees

Objections/Suggestions

CREDALI - Nagpur Metro asked the Commission to review the DF related operations
of MSEDCL. The Report of the Fact-Finding Committee on the operations of SNDL
Distribution Franchisee for Nagpur submitted to GoM should be made public.

Shri. Hemant Kapadia stated that, out of the three DFs appointed by MSEDCL in
Nagpur, Aurangabad and Jalgaon, the agreement of two, namelyGTL of Aurangabad
andCrompton of Jalgaon, has been terminated for default in payment. MSEDCL is yet
to recover Rs. 252.37 crore from these DFs, and is passing this burden on to
consumers through the ARR. The Commission should direct MSEDCL to submit the
audited balance sheetsof these three DFs. Nagpur City (District) Congress
Committeestated that consumers are aggrieved by SNDL’s operation, and urged that
the SNDL Franchise be terminated and its operation transferred to MSEDCL. The
functions of the Nagpur DF and its powers should be clarified to the consumers.

Shri.Vikas Thakre, former Mayor of Nagpur, stated that SNDL is not experienced in
the field and there are frequent interruptions in electricity supplied. He also
highlighted the pending dues of SNDL.

Shri. Sanjay Dharmadhikari stated that no action has been taken on the Report of the
Fact-Finding Committee on the operations of the SNDL Distribution Franchisee.

MSEDCL’s Reply

As regards the amounts to be recovered from DFs, the final termination Accounts as
per the provisions of the Distribution Franchise Agreements (DFASs) are being
processed. However, as per the DFA provision, penal interest is charged @ 18% p.a.
quarterly compounded. Accordingly, while finalizing the final accounts of DFs, penal
interest has been charged to them. The amount including the penal interest is being
recovered from the DFs.

Commission’s Ruling

The Commission has noted the objections and submissions made by MSEDCL.
MSEDCL should furnish the detailed status of the collection of arrears from the
DFsin its MTR Petition, along with a review of their performance.

Case No. 48 of 2016 Page 97 of 617



MYT Order of MSEDCL for the period from FY 2016-17 to FY 2019-20

3.1

3.2

TRUE-UP OF FY 2014-15

Background

MSEDCL has sought Truing-up of the ARR for FY 2014-15 considering actual
expenditure and revenue as per the Audited Accounts and in accordance with the
MYT Regulations, 2011. It has submitted reasons for differences between the actual
expenses for FY 2014-15 as compared to those approved in the previous MYT Order.

The analysis underlying the Commission’s approval for true-up of FY2014-15 is set
out in the following Sections.

Sales in FY 2014-15
MSEDCL’s Submission

MSEDCL has submitted the actual category-wise sales in FY 2014-15. Total sales
excluding sales of all DFs amounted to 84,017 MU, while the corresponding sales
level approved in the previous MYT Orderwas 80,211 MU. Category-wise actual
sales for FY 2014-15 for MSEDCL excluding the DF areas are summarised in the
following Table.

Table 3-1: Category-wiseSales for FY 2014-15(excluding DF areas), as submitted
by MSEDCL (MU)

Category M'j.fivc';)ru;er Actual Deviation
Residential 16,415 16,388 (27)
Commercial 5,745 5,732 (13)
HT-Industries 23,743 23,540 (203)
LT-Industries 5,725 5,714 (11)
PWW 1,885 1,897 12
Street Light 1,467 1,430 (37)
Agriculture 22,432 26,521 4,089
Public Services 986 984 (2)
Railways 1,433 1,437 4
Others 390 386 (4)
PD Consumers (9) (10) (1)

Total 80,211 84,017 3,806

Exceptfor sales reported for LT agriculture and HT Industries, the actual sales for all
other categories in FY 2014-15 as approved by Commission in its previous MYT
Order. More consumers opting for OA had affected HT sales.The quantum of
agriculture sales as compared to total sales has not varied abnormally and generally
followed the same trend and similar pattern of increase across the distribution
network.
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Table 3-2: Change in Agriculture Consumption, as submitted by MSEDCL

Parameters 28\1/|2$3 28\1/'30%4 % Rise 2?|\1/|4$5 % Rise
Total Input 97846 99575 1.77% 110458 | 10.93%
Total LT input 62756 64335 2.52% 73310 13.95%
Total Sale 83488 85631 2.57% 94805 10.71%
Total LT Sale 48781 50774 4.09% 58056 14.34%
Total AG Sale 20070 20832 3.80% 25695 23.34%

A comparison of the Consumption Index (‘AG Index’) of metered and unmetered
consumers for FY 2013-14 and FY 2014-15substantiates its contention that unmetered
consumption is not abnormally high and in line with the metered consumption, as
summarised in the following Table.

Table 3-3: AG Index for FY 2013-14 and FY 2014-15as submitted by MSEDCL

. Index of Un-Metered
Index of Metered consumption consumption
Item Description (kwh /HP / year) (KWh / HP / year)
FY 2013-14 FY 2014-15 FY 2013-14 FY 2014-15
1065.61 1254.13 1185.92 1436.36
% Rise over last year 17.69% 21.12%
0 i -

% Difference of un 11.29% 14.53%

metered over metered

In response to queries regarding AG sales, MSEDCL has submitted a detailed
statement showing the trend of AG sales, Connected Load (HP), AG Indices
(KWh/HP/annum), etc. for the last 8 years. Agriculture sales are also dependent of
water availability, rainfall during the particular year, variation in crop pattern etc.
Therefore, the variation in the trend of agriculture sales cannot be analysed in
isolation.

Table 3-4: AG Sales trend as submitted by MSEDCL

Financial | AG Sales | AG Consumers | AG Connected Load AG Index
Year (MU) (Nos.) (HP) (kWh/HP/annum)
2007-08 11,808 2,583,033 10,893,861 1083.91
2008-09 12,209 2,668,547 11,286,795 1081.67
2009-10 13,400 2,801,235 11,826,196 1133.04
2010-11 15,766 3,156,977 14,903,048 1057.87
2011-12 20,933 3,435,051 17,956,725 1165.76
2012-13 20,070 3,561,325 18,394,529 1091.07
2013-14 20,832 3,644,046 18,593,626 1120.40
2014-15 25,695 3,807,593 19,269,274 1333.47
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MSEDCL has also furnishedCircle-wise details of the number of Agriculture
consumers (metered/unmetered), Connected Load (metered/unmetered), assessment
of AG Index and the agriculture sales, as directed in the previous MYT Order.

As per the directions of the MSEB Holding Company Limited (MSEBHCL), a three
member Agricultural Consumption Committee has been constituted which will look
into the actual as against the billed load and consumption.lts members are:

(@) ShriVishwasPathak, Director, MSEBHCL and Committee Chairman;
(b) ShriPratapHogade, Ichalkaranji, Member
(c) Shri Ashish Chandarana, Akola, Member.

The terms of reference of the Committee are as follows:-

(@) To look in to the billing methodology of MSEDCL in relation to agricultural
pumps;

(b) To recommend an appropriate Agency to carry out field work to analyse 100
Feeders as may be identified;

(c) To oversee the work of such Agency; and

(d) To submit its report by or before 31st December 2015 (which is being
extended)

MSEDCL has appointed the Indian Institute of Technology (I1IT), Mumbai to assist
the Committee for carrying out this study of agricultural consumption in Maharashtra.
The time lines for the study are as follows:

1t Month 2" month to 5" month 6" Month

Hiring, Detailed Project Plan | Field Survey of 30 Feeders & 300 | Estimation  of
Development, Data Analysis & | Consumers each month, field data | agricultural

Division, Identification, | analysis and analysis of previous | consumption for
Identification of Feeders and | methods of estimation, analysis of | FY 2014-15
Training of field staff trends in agriculturalConnections/

Loads

II'T Mumbai is carrying out field visits with the help of local Engineering Colleges to
collect AG related data. Thereafter, it will carry out analysis of data collected during
field visits and submit itsReport to the Committee of Experts. Based on said Report
and recommendations that would be given by the Committee, the corresponding
changes in the sales of MSEDCL, if required, shall be carried out. Till that time, the
Commission may approve the sales as submitted in the present Petition.

MSEDCL has also replied to various queries and discrepancies highlighted by the
Institutional CRs and others, viz. Prayas, VIA, TBIA and MVGS. Several issues
regarding assessment of Agriculture sales of MSEDCL were highlighted during the
TVS and admission proceedings, and subsequently during the Public Hearing.

Based on analysis of Circle-wise details of agriculture sales presented by MSEDCL
along with the Petition, Prayas had pointed out that avery high number of hours of
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operation of agricultural pumpsets has been reported in areas such as Nandurbar,
Parbhani, Yavatmal, Beed, Latur, etc.,although they are drought-prone areas, in
comparison with water rich areas such as Kolhapur, Sangli and Satara where water-
intensive sugarcane is grown. Prayas contended that these serious anomaliesshow that
the agriculture sales estimate provided by MSEDCL for FY 2014-15 is incorrect and
unreliable. Based on analysis of data, Prayas presented the comparison of Circle-wise
AG Index of hours of operation per year as below:

Chart 1: Hours of operation per vear
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In response to the concerns raised by Prayas, MSEDCL has stated that, though there is
wide difference between actual usage hours of agricultural pumpsets in Nandurbar,
Gondia, Parbhani, Nanded, Hingoli and Baramati Circles as compared to Kolhapur,
Sangli and Satara Circles, such comparison in isolation may not be appropriate since
the usage hours will vary in different areas as per the crop pattern in the respective
areas, irrigation facilities available, rainfall in a particular period, ground water levels,
use of latest technology for irrigation (like drip irrigation or sprinkler irrigation),
grade of soil, etc.Admittedly, these factors being different in different regions,
average usage hours of agricultural pumpsets in different Circles would be different.

According to MSEDCL, although it is mandatory for agricultural consumers to install
Capacitors of appropriate ratings, it is rare to find any agricultural consumers who
have provided reactive compensation to theirpumpsets. In such situation, the average
consumption of an agricultural pumpset of 3 HP having no reactive compensation
would be higher than the average consumption in ideal conditions. Moreover, average
HP of an agricultural pumpset which has been in use for more than 2/3 years, will be
higher than the name plate capacity because of repairs and rewinding done during that
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period. The consumption of a repaired agricultural pumpset will obviously be more
than the derived consumption based on the name plate capacity.

In some areas, due to continuous drought like situation, the water level might have
gone down and the agricultural consumers might have enhanced the capacity of
theirpumpsets, and such enhanced capacity might not have been reflected on the
records of MSEDCL. This would also result in higher consumption.

Thus,before concluding that MSEDCL has estimated / projected agriculture sale on a
much on higher side, all these factors need to be examined in detail, proper survey of
different Circles has to be undertaken, the actual capacity of agricultural pumpsets in
operation cross verified with the records of MSEDCL, and additional consumption
due to non-provision of reactive compensation needs to be established.

The IIT, Mumbai was appointed to assist the Committee for carrying out the study of
agricultural consumption in Maharashtra on behalf of the Agricultural Consumption
Committee. TheCommittee will finalize the Report after field visits and analysis,
which may take time as seasonal fluctuations affecting agricultural sales is also
required to be considered. Once the Report isfinalised, the sales to agricultural
consumers will crystallize based on the findings, and the corresponding changes in the
sales of MSEDCL may be carried out by the Commission.

MSEDCL added that the Report will be available by March, 2017 and hence, in the
interim, the Commission may approve Agriculture Sales as submitted in the Petition.

In this context, several Objectors have highlighted issues and anomalies in the
agricultural demand estimation methodology of MSEDCL. They have demanded
restatement of agricultural sales, which would also impact estimation of Distribution
Losses. Upon such restatement and with increased efforts towards loss reduction, the
Tariff impact on consumers could be reduced. MSEDCL contended that prima facie
there are some issues with agriculture sales data. However, the precise reasons can be
ascertained only after receipt of the Report from the Committee, which will be
available by March 2017.

Commission’s Analysis and Ruling

The Commission has verified the actual category-wise sales reported by MSEDCL in
its Petition vis-a-vis the sales as per its Audited Annual Accounts for FY 2014-15.
The category-wise and total sales in the Petition match the total sales of 84,017 MU as
reported in the Notes to the Audited Accounts.

However, the Commission notes that several objections were received during the TVS
and public consultations on the Petition regarding estimation of Agriculture sales by
MSEDCL. CRs and others have highlighted anomalies in the estimation, and
contended that the issue is the extent to which agriculture consumption has been
overstated. In this regard, the study process initiated by MSEBHCL was welcomed,
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and it was expected that the Committee findings would contribute to a more scientific
methodology for sales estimation.

However, the Committee Report will be available only by March,2017 and approving
the sales estimations entirely based on MSEDCL’s data will have revenue
implications for consumers in the interim. Hence, acceding to MSEDCL’s request to
restate agriculture sales based on the Committee Report only at the time of MTR,
would imply not recognizing the apparently higher level of Distribution Losses and
postponing efforts to reduce themby at least two more years.

In this background, the Commission has analysed the annual trend in agriculture
consumption (MU), number of consumers, Connected Load (HP), Sales and AG
Index (kKWh/HP/annum) as reported by MSEDCL in its various submissions, which
are summarised below:

Table 3-5: LT Agriculture Sales in FY 2010-11 to FY 2015-16 submitted by

250.00 . 27,505 28,000 4 Yr CAGR
LT Agriculture Sales B YoY F; 1415
24000 Total AG Sales Trend | FY 14-15 over over
20,912 20,808 ’ g
200.00 20,048 IR FY 10-11
— 20,000
15000 No. of Consumers 5% 5%
X 16,000
Load 4% 7%
12,000
10000 Energy Sales 23% 13%
0 8000 Ag Index 19% 5%
4,000

FY 10-11 FY11-12 FY12-13 FY13-14 FY 1415 FY 15-16
(Provisional)

= No. of Agri Consumers (Lacs) = Load (Lac HP) Energy Sales (MU)

MSEDCL has reported a significant increase in agriculture consumption by 23%
during FY 2014-15, of which around 4% can be attributed to increase in Connected
Load (HP) and increase in the number of consumers. However, the remaining 19% is
attributed to increase in the AG Index, which needs to be scrutinised further.

Till FY 2013-14, the Commission had aassessed unmetered AG Sales by arriving at
the Index of un-metered agricultural consumption based on the consumption recorded
by metered agricultural consumers with normal progressive meter reading status, i.e.,
excluding meters with zero or negative consumption. However, in its additional
submission in the proceedings of the previous MYT Order, MSEDCL reported a
significant increase in the provisional AG sales in FY 2014-15 without any
corresponding increase in the number of consumers or Connected Load. Therefore,
the Commission did not accept the agriculture sales reported by MSEDCL, based on
11 months’actual, and had considered the original projections of MSEDCL as
submitted in its Petition.
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During the public consultations, concerns have also been raised regarding the
reliability of metered data and its reporting in case of metered agricultural pumpset
connections.

In its earlier Tariff Orders and previous MYT Order, the Commission had emphasised
the need for Feeder-wise energy audit and for carrying out detailed analysis of
Feeder-wise data for arriving at realistic agriculture sales figures, particularly in view
of serious concerns regarding estimation of AG unmetered consumption.

The following directives were given in the previous MYT Order regarding agriculture
consumption, whose compliance by MSEDCL is elaborated in a subsequent Chapter
of this Order.

e MSEDCL should provide details of energy consumption on the separated
Agriculture Feeders for FY 2013-14 and FY 2014-15.

e MSEDCL should furnish Circle-wise (metered and un-metered) data on the
number of AG consumers, Connected Load, assessment of AG Index, and AG
sales for FY 2013-14 and FY 2014-15;

e 100% metering should be undertaken within 3 years;the metering plan should be
modified accordingly and the detailed Circle-wise revised metering plan
submitted;

The Commission also stated that it would appoint an independent agency for
verification of agricultural sales and to determine the sub-Division-wise weighted
average consumption Index for un-metered agriculture connections. (The Commission
does not need to do so now considering the separate exercise being undertaken by the
MSEBHCL through IIT, Mumbai.)

Accordingly, while examining the present Petition, the Commission had sought the
following data from MSEDCL for further analysis of sales reported against
agriculture consumption:

Circle-wise consumption recorded on separated AG Feeders

Circle-wise consumption recorded on Feeders with Special Design Transformer
(SDT)

Circle-wise consumption recorded on Feeders in Single Phasing Scheme
Circle-wise consumption recorded on other Feeders with AG consumers
Circle-wise details of AG sales-Billed and Assessed.

In order to verify the AG sales submitted by MSEDCL, the Commission analysed the
Circle-wise (metered and un-metered)data submitted by MSEDCL in terms of the
number of AG consumers, Connected Load, assessment of AG Index, Feeder-level
energy input and AG sales for FY 2014-15.
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The summary of Circle-wise data submitted by MSEDCL is shown in the following

Table.
Table 3-6: Summary of Circle-wise data for FY 2014-15 submitted by MSEDCL
Number of Connected Load of
Sr. Feeder Tvbe Number of Feeders Agriculture Agriculture
No. yp consumers consumers
Nos. % Lakh % HP %
1 |Agriculture - separated | 4 490 | goy | 03| 16% 31.18 | 16%
Feeder
Agriculture separated 0 0 0
2 Feeder with SDT 2,688 | 15% | 14.42 37% 73.28 | 39%
Sub-Total 4,178 | 23% | 2045 | 53% 104.46 | 55%
3 | Single Phasing Feeder 3,175 | 18% | 13.58 35% 66.61 | 35%
4 | Mixed Feeder 10,582 | 59% 4.60 12% 19.37 | 10%
Total 17,582 | 100% | 38.63 | 100% 190.45 | 100%

Information about Feeder-level energy input and consumption on 4178 separated
Feeders across all Circles is available for around 53% of the total number of
consumers, which covers about 55% of the total Connected Load of agriculture
consumers. This being a reasonably large sample size, the Commission has taken the
consumption reported for these Feeders for further analysis.To clarifications sought
regarding the Feeder data, MSEDCL stated that out of the data from 218232 entries,
only 6567 entries, i.e., 3% of the total, were excluded as being abnormal. MSEDCL
stated that the incorrect inputs were due to incorrect data feeding, burnt meters and
failure of metering equipment, viz. CT/PT failure, cable failure etc.

Upon scrutiny of the Circle-level Feeder-wise data for agriculture separated Feeders,
the Commission noted a negative Distribution Loss in some Circles (involving 1650
out of 4178 Feeders). Therefore, while determining the Circle-wise AG Index, i.e. the
Energy Sales divided by the Connected Load, the Commission has adopted the
following approach:

e For Feeders with positive Distribution Losslevels (i.e. 33 Circles covering 2528 out
of 4178 Feeders), the AG Indexis worked out as the ratio of the reported Energy
Sales to the Connected Load (HP) on the Feeder.

e For Feeders with negative Distribution Loss levels (i.e. 12 Circles covering 1650
out of 4178 Feeders), the AG Indexis worked out as the ratio of Energy Input
reported for the Feeder tothe Connected Load (HP) on the Feeder.
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FY 2014-15: Distribution Lgoss Levels and AG Index
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AG Index (kWh/HP/Annum)

With the present data constraints, there are limitations in this approach of Feeder-
based assessment of AG Index determination as well. For ascertaining the AG Index
from Feeder-based measurement, it is necessary to have information about the input
energy to the Feeder, details of the Feeder configuration, proper indexation of
DTCs/consumers, assessment of Technical Loss, validated information about
Connected Load (HP) for each Feeder, and regular updating of addition of consumers
and Connected Loadon each Feeder.

Availability of monthly data for Feeder-wise energy input is critical in this approach.
MSEDCL should ensure that Feeder-based metering with Automated Metering
Reading (AMR) facilities, at least for AG separated and SDT Feeders, is
operationalised within the next 18 months. The monthly data should be published on a
quarterly basis on its website to ensure transparency and enable wider analysis.
Instead of waiting for complete coverage, the Feeder details should be provided as
and when a Feeder is metered in this manner. The data should cover Feeder-wise
Connected Load (metered/un-metered), Feeder-level energy input, billed energy units,
and number of interruptions and outage hours.

The Circle-wise AG Indices arrived at as above were multiplied by the corresponding
Connected Load to derive the Circle-wise AG Sales. The following Table summarises
the AG sales as projected by MSEDCL and as worked out by the Commission based
on its Circle-wise AG Index workings:

Table 3-7: Revised AG sales for FY 2014-15 as per AG Indexderived by

Commission
: Commission .
Agriculture Sales (MU) MSEDCL Analysis Difference
Un-Metered 12,012 10,388 1,624
Metered 13,673 12,883 790
Total 25,685 23,271 2,414
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There is no convincing justification for the large increase of 23% in AG Sales and
19% in the AG Index, inspite of only 4-5% growth in the number of consumers and
Connected Load in FY 2014-15 over the previous year.At the same time, the
Commission notes that the detailed study and findings of the Agriculture
Consumption Committee would be available by March, 2017. While the Commission
recognises that the AG Index based on the existing methodology followed by
MSEDCL needs to be revisited, validation of the data and this methodology, and the
anomalies and limitations of the existing processes for assessment of AG Index would
emerge from the Committee’s Report.

However, awaiting the findings of the Committee would lead to delay in the
recognition of a more realistic present level of Distribution Loss and consequently
defer the actions required to reduce it. Therefore, the Commission has decided to
adopt this methodology based on Feeder-based Energy accounting of AG separated
Feeders and AG separated Feeders with SDT to determine the Circle-wise AG Index,
as explained in the preceding paragraphs.

Table 3-8: Summary of Agriculture Sales for FY 2014-15

FY 2013-14 FY 2014-15 FY 2014-15 Gr W\;ﬁY r Gr W\;ﬁY r
Particulars Previous MSEDCL’s Approved by N?SED?IﬁJe C OWHH as p?
MYT Order submission Commission* submissions (ZI;;:ZS\;ZT s
No. of Consumers (in lakh)
Un-Metered 16.09 15.97 15.97 -1% -1%
Metered 20.35 22.23 21.94 9% 8%
Total 36.44 38.19 37.90 5% 4%
Load (in lakh HP)
Un-Metered 84.68 83.63 83.63 -1% -1%
Metered 101.26 109.72 108.92 8% 8%
Total 185.94 193.35 192.55 4% 4%
Energy Sales (MU)
Un-Metered 9,991 12,012 10,388 20% 4%
Metered 10,817 13,673 12,883 26% 19%
Total 20,808 25,685 23,271 23% 12%
AG Index (KWh/HP/Annum)
Un-Metered 1,180 1,436 1,242 22% 5%
Metered 1,068 1,246 1,183 17% 11%
Total 1,119 1,328 1,209 19% 8%
AG Index (Hours/Annum)
Un-Metered 1,582 1,925 1,665 22% 5%
Metered 1,432 1,670 1,585 17% 11%
Total 1,500 1,781 1,620 19% 8%
*No. of Consumers and Connected Load revision as per the additional submissions
of MSEDCL.
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The AG Sales arrived from the Circle-wise AG Index norm methodology as above is
subject to the findings of the Report of the Agricultural Consumption Committee
assisted by IIT Mumbai. The Commission would undertake a detailed review of the
methodology of determination of AG Sales after the Report is finalised. However,
until the findings of the study become available, the methodology adopted in this
Order based onFeeder-based energy accounting shall form the basis for determination
of the AG Index and assessment of Agriculture consumption.

Accordingly, the total Energy Sales for FY 2014-15 as submitted by MSEDCL and as
approved by the Commission are summarised as follows:

Table 3-9: Energy Sales for FY 2014-15, as approved by Commission

Particulars Previous MSEPCL Approved in
MYT Order Petition this Order

HT Sales
HT Sales - MSEDCL 30,450 30,234 30,234
LT Sales
LT Sales - Excluding AG Sales 28,180 28,099 28,099
LT Sales - AG Sales 21,581 25,685 23,271

MSEDCL Sales(HT and LT) 80,211 84,018 81,604
Energy Sales in DF Areas 6,398 6,415 6,415
HT Sales - Open Access (Conventional) 3,909 3,909
HT Sales - RE Open Access and HT 462 462
Credit

Total Energy Sales (including DF

Areas, Open gAyccess ar(1d Credi? Sales) 86,609 94,804 92,390

3.3

Energy Balance for FY 2014-15
MSEDCL’s Submission

MSEDCL has submitted the Energy Balance based on the power procurement (within
and outside the State), estimate of sales including sales within DF area, energy units
handled for OA, estimate of Transmission Loss (within and outside the State) and
Distribution Losses for FY 2014-15.

While calculating the Energy Balance as a whole, in the overall sales MSEDCL has
included the sales to consumers of the DF area.

MSEDCL is procuring power from various sources, including MSPGCL, the Central
Sector Generators including Nuclear Power Plants, Traders, CPPs and RE sources.
These sources are both within and outside Maharashtra. It is very difficult to
differentiate which power is coming from which source at the Transmission
periphery. Hence, applying individual Inter-StateTransmission Losses for each
Generating Station would give a distorted picture. Therefore, the average Inter-State
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Transmission Loss has been taken for the whole year for power sourced from outside
Maharashtra.

MSEDCL has taken the average of Transmission Losses for 52 weeks provided by the
Western Region Load Despatch Centre (WRLDC), which works out to 3.93%,and the
intra-State Transmission Loss of 3.89% as approved in the InSTS Tariff Order dated
26 June 2015. It has also taken 580 MU of “surplus energy traded”, which is the
actual energy traded by MSEDCL during FY 2014-15. The Commission may approve
the Energy Balance for FY 2014-15 as shown in the Table below:

Table 3-10: Energy Balance for FY 14-15 as submitted by MSEDCL

Particulars Wi 2
Actual
Power Purchase from outside Maharashtra
NTPC MU 24,452
NPCIL (KAPP) MU 1,077
SSP MU 768
PENCH MU 125
CGPL MU 4,823
Total (A) MU 31,245
Inter-State Transmission Loss % 3.93%
Inter-State Transmission Loss MU 1,228
Total Purchase at Maharashtra periphery (B) MU 30,017
Power Purchase within Maharashtra
MSPGCL MU 44,856
NPCIL (TAPP) MU 3,980
Dodson MU 70
JSW MU 2,006
Adani Power MU 16,025
Emco Power MU 1,433
Rattan India MU 1,912
NCE MU 8,099
CPP MU 1,145
FBSM MU (1,462)
Traders MU 3,269
Input for Open Access consumption MU 4,159
Total (C) MU 85,492
Total Energy Handled (A+C) MU 1,16,736
Surplus Energy Traded (D) MU 580
Total Power Purchase available at G<>T Periphery
(B+C-D) MU 1,14,929
Energy Requirement at G<>T Periphery MU 1,14,929
Intra-State Transmission Loss % 3.89%
Intra-State Transmission Loss MU 4,471
Sales at 220 kV/44 kV level MU 2,986
Sales at 110 kV/132 kV level MU 4,109
Sales at 66 kV level MU 204
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Particulars Unit Y 2014-15
Actual

Energy Available for sale at 33kV MU 1,03,159
Energy Injected and drawn at 33kV MU 412
Total Energy Available for Sale at 33kV MU 1,03,571
Distribution Loss % 15.51%
Distribution Loss MU 16,066
HT Sales MU
Sales to Own Supply Consumers MU 25,088
Sales by Licensee to Change-over consumers on other

; , MU -
Licensee's network
HTand Renewable Open Access Credit MU 462
Sales to Open Access Consumers (Conventional) MU 3,909
LT Sales MU
Sales to Own Supply Consumers MU 58,046

Commission’s Analysis

The Energy Balance submitted by MSEDCL for FY 2014-15 is as per the format F1.4

prescribed for the 3™Control Period, in whichDistribution Loss has been estimated
excluding EHV sales. However, in its earlier MYT Order, the Commission had

approved the Energy Balancein which theDistribution Lossallowed included EHV
sales for FY 2014-15. Thus, for comparison purposes, Commission asked MSEDCL

to submit the Energy Balance in the earlier format, which it provided as follows.
Table 3-11: Energy Balancefor FY2014-15 as submitted by MSEDCL in Revised

Format

Sr Previous | MSEDCL
No. Particulars Units | MYT revised

' Order | Submission
A Purchase within Maharashtra
a Purchase from MSPGCL MU 44 856
b NPCIL Tarapur MU 3,980
c Dodson MU 70
d Traders MU 3,269
e IPP MU 21,377
f NCE / CPP MU 9,244
g IBSM + FBSM MU (1,462)
h Other power on MSEDCL Network MU 4,159

Total Purchase within Maharashtra MU 72,246 85492

B Purchase outside Maharashtra
a Selzan;r]itheneratmg Station +NPCIL+ UMPP +SSP MU 33608 31245
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S Previous | MSEDCL
N:). Particulars Units | MYT revised
' Order | Submission
b Inter State Transmission Loss MU 3.79% 5.30%
c Total Purchase at Maharashtra periphery MU 32,420 29,588
3 Total Power Handled MU 104,666 115,080
d Surplus Energy Traded MU 651 580
e Total Purchase available at Transmission Periphery | MU 104,015 114,500
Intra-State loss % 3.89% 3.89%
E\r}()ergy at Distribution Periphery injected (above 33 MU 99,969 110,045
Energy at Distribution Periphery injected and drawn
4 (33 kV and below) MU 447 412
a Energy at Distribution Periphery MU 100,416 110,457
b Distribution Losses % 13.75% 14.17%
c Distribution Losses MU 13,807 15,653
d Energy Available for Sale MU 86,609 94,805
e Sale by MSEDCL MU 90433
f Open Access Sales MU 3,909
Adjustments in billing due to AMR/Change in
g Billing Cycle & captive OA Sale, Credit Sale, PD MU 462
Sales etc.

The Commission also sought the reconciliation of energy drawn by MSEDCL with
the IBSM/FBSM statement for FY 2014-15. This was furnished, and was
subsequently verified.

Based on the revised estimate of Agriculture Sales by the Commission, the approved
sales including the DF sales, OA sale and credit sale as available for the Energy
Balance of FY 2014-15 are as shown below:

Table 3-12: Energy Sales for Energy Balance of FY2014-15 as approved by

Commission
Particulars Previous MSEDCL | Approved in
MYT Order Petition this Order

Energy Sales by MSEDCL for FY

2014-15 (incl. DF area sales) 90,433 84,502
Add: OA Sales (Conventional) 3,909 3,909
Add: HT and Renewable OA 462 462
Total Energy available for Sales 86,609 94,805 92,391

The Energy Balance reported by MSEDCL and approved by the Commission for FY
2014-15 is presented in the Table below. The difference in the Energy Balance
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claimed by MSEDCL and that approved by the Commission is mainly on account of
the difference in Agriculture Sales approved by the Commission vis-a-vis that
claimed by MSEDCL as part of the total Energy Sales. The Distribution Losses
arrived at in the Energy Balance are consequent to the above changes.

Table 3-13: Energy Balance for FY 2014-15 as approved by the Commission

Previous Approved
Particulars Unit MYT NIID(SEEE;L in this
Order Order

Retail Energy Sale to Consumers incl OA | MU 86,609 94,805 92,391
and credit sales
Distribution Losses % 13.75% 14.17% 16.36%
Distribution Losses MU 13,807 15,653 18,067
Energy at Distribution Periphery MU 1,00,416 1,10,457 110,458
Energy at Distribution Periphery injected | MU 447 412 412
and drawn at 33 kV
Energy at Distribution Periphery injected | MU 99,969 110,045 1,10,046
from 33 kV and above
Intra-State loss % 3.89% 3,89% 3.89%
Total Energy required at Transmission | MU 1,04,015 114,500 1,14,500
Periphery
Surplus Energy Traded MU 651 580 580
Total Power Purchase Quantum Payable MU 1,04,666 115,080 1,15,080
Power Purchase Quantum from Intra-State | MU 72,246 85,492 85,492
sources
Power Purchase Quantum from Inter-State | MU 32,420 29,588 29,588
sources at Maharashtra Periphery
Inter-State losses % 3.79% 5.30% 5.30%
Power Purchase Quantum from Inter-State MU 33,698 31,245 31,245
Sources
Total Energy Units handled MU 1,05,945 1,16,737 1,16,737

3.4 Distribution Loss in FY 2014-15
MSEDCL’s Submission

The actual Distribution Losses were 14.17% as against 13.75% approved in the
previous MYT Order. MSEDCL has achieved a significant reduction in Distribution
Losses in recent years. Its efforts would continue, but loss reduction is a slow process
and becomes increasingly difficult as the loss level falls. Reduction in HT sales and
increase in LT sales has also impacted the Distribution Loss. The Commission may
approve the actual Distribution Loss for FY 2014-15.

Commission's Analysis and Ruling

The Commission had stipulated the trajectory for reduction of Distribution Lossin its
Business Plan Order for MSEDCL in Case No. 134 of 2012 for FY 2013-14 to FY
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2015-16. As per the trajectory, the Distribution Loss level stipulated for FY 2014-15
was 13.75%. That formed the basis for provisional approval of the Energy Balance in
the previous MYT Order for that year. However, MSEDCL now has submitted a
Distribution Loss level of 14.17% for FY 2014-15, which is higher than the stipulated
target.

The Commission had asked for the reason for higher Distribution Loss. MSEDCL
stated that, since the power flow has been continued in the higher loss making areas,
the resultant loss has increased by 0.42%,from 13.75% to 14.17%. MSEDCL further
stated that the Distribution Loss in FY 2014-15 has increased only by 3.05%
((14.17%-13.75%)/13.75%) as compared to the approved loss due to higher
operational efficiency and discipline, and cited various initiatives taken to reduce
Distribution Loss.

MSEDCL also stated that, as directed by the Commission in the previous MYT Order,
it has withdrawn load shedding in areas where there is sufficient availability of the
power in the system. To the extent possible, it has ensured that the Load Shedding
Protocol is used only as load regulation measure in shortage situations and not as a
matter of routine. MSEDCL submitted details of the actual loss level in all load
shedding areas.

As discussed earlier, the Commission has approved revised Energy Sales of 92,391
MU for FY 2014-15. Based on this, the approved Distribution Loss for FY 2014-15 is
as shown in the Table below:

Table 3-14:Distribution Loss for FY 14-15 as approved by the Commission

Particulars Previous MYT MSEDCL Approved in
Order Petition this Order
Distribution Loss 13.75% 14.17% 16.36%

3.5  Power Purchase Expenses for FY 2014-15
MSEDCL’s Submission

MSEDCL has submitted the actual Power Purchase expenses for FY 2014-15 as Rs.
43,614 crore, as against the earlier approved expenses of Rs. 39,694 crore.

While approving the power purchase for FY 2014-15 in the previous MYT Order, the
Commission had provisionally disallowed power procurement on account of the
excess sales estimated towards Agricultural category. Thesedisallowed excess sales of
5728 MU translated into a disallowance of power purchase quantum of 7535 MU in
the Energy Balance. The total power purchase cost provisionally disallowed was Rs.
2823 crore at an average rate of Rs. 3.75/kWh, which was to be scrutinized further at
the time oftruing-up.
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The comparison of source-wise power purchase expenses as per the Audited Accounts
for FY 2014-15 and as approved in the previous MYT Order is shown in the Table
below:

Table 3-15: Power Purchase Expenses for FY 2014-15 as submitted by MSEDCL

Previous MYT Order MSEDCL Petition

Source Quantum Cost Quantum Cost .

(MU) | (RsCrs) | (MU) | (RsCrs) | DeViation
MSPGCL 45,074 19,161 44,856 19,212 51
NTPC 24,452 7,248 24,452 7,268 20
NPCIL 5,057 1,218 5,057 1,239 21
SSP 768 157 768 160 3
PENCH 125 26 125 26 0
JSW Power 2,006 575 2,006 585 10
Dodson 69 23 70 25 2
Traders 3,267 1,219 3,269 1,221 2
Renewable and CPP 8,700 4,590 9,244 5,066 476
FBSM (240) 20 (1,462) (19) (39)
Powergrid andOther Charges 1,210 1,419 209
CGPL 4,823 1,183 4,823 1,197 14
Adani 15,991 4,898 16,025 5,199 301
IndiaBulls 1,943 593 1,912 556 (37)
EMCO POWER 1,444 396 1,433 458 62
Less: PP Disallowed 7,535 2823 (2,823)
Total Power Purchase 1,05,945 39,694 1,12,578 43,614 3,918

The provisional details of power purchase expense submitted in the earlier MYT
proceedings were based on the available information at that time. Subsequently, the
Audited Accounts of FY 2014-15 have been finalised and the power purchase
expenses for FY 2014-15 have been revised. The detailed reasons for major
differences in the power purchase cost are:.

MSPGCL: MSEDCL has included the cost of Infirm Power amounting to Rs. 55 crore
in the audited power purchase expenses. Further, the provisional number of units from
Hydro generation turned out to be 3998 MU as against the considered figure of 4232
MU. Thus, even though the overall quantum purchased from MSPGCL has reduced,
the cost has increased.

NTPC: MSEDCL has considered the energy bills of April, 2015 as well as the revised
bills for March, 2015 in the audited power purchase expenses, with an overall impact
of Rs. 15 crore.

NPCIL: MSEDCL has considered the impact of the RoE adjustment in the bills,
amounting to around Rs 18 crore, in the audited power purchase expenses.
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JSW Power: The provisional bills of January to March,2015 considered while
submitting the provisional power purchase expenses, were revised, which resulted in a
difference of around Rs.10 crore.

RE and CPP: Since the data for REsources was not available for February and
March,2015 while submitting the provisional power purchase figures to the
Commission, MSEDCL had estimated Rs. 600 crore for these two months. However,
actual expenses were around Rs. 960 crore, resulting in a difference of Rs. 360 crore.

FBSM: MSEDCL has taken the information of FBSM available up to August, 2014.
This was finalisedsubsequently, and has accordingly been revised.

PGCIL Charges: MSEDCLhas has included the PoC 3 Deviation bills from
April,2014 to March,2015 of Rs.150 crore and the ULDC bill of Rs. 63 crorein actual
expenses. This resulted in difference in the PGCIL Charges.

EMCO: MSEDCL has included Transmission Charges of around Rs. 67 crore, as it
needs to pay these Charges to EMCO as per the ATE Order dated 8th May, 2015.

Adani Power: MSEDCL has included the additional impact of ‘change in law’ bills of
around Rs. 280 croreand payment of full Capacity Charges of around Rs. 85 crorein
actual expenses.

IndiaBulls/RattanIndia: MSEDCL has deducted the penalty of around Rs.30 crore.
CGPL: MSEDCL has added a supplementary Bill while finalizing the actual expense.

Commission’s Analysis and Ruling

The Commission asked for the Reconciliation Statement on power purchase expenses
between ‘Revenue from Sale of power to MSEDCL as per MSPGCL Audited
Accounts for FY 2014-15" and ‘Cost of Purchase of Power from MSPGCL as per
MSEDCL Audited Accounts for FY 2014-15’. While the Audited Accounts of
MSEDCL show the expense towards power purchase from MSPGCL as Rs. 19212.41
crore, in its Accounts MSPGCL had reported revenue from sale of power to
MSEDCL of only Rs. 18921.69 crore (a difference of Rs 290.72 crore). MSEDCL
later submitted the detailed break-up of the difference of Rs. 290.72 crore, which
mainly included the impact of surcharge bill and reconciliation of past period claims
as summarised inthe Table below.

Table 3-16: Reconciliation of Power Purchase Expenses of FY 2014-15
between MSEDCL and MSPGCL, submitted by MSEDCL

Particulars Lol
(Rs.Crore)

EnergyBill 14,915.14
FACBIlI 2,997.09
SupplementarybillduetoMERCOrder1030f2014 1,245.13
InfirmPower 55.05
TotalPurchase(amount)for 14-15asperMSEDCL(A) 19,212.41
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Particulars Amount
(Rs.Crore)
TotalSales(amount)for 14-15asperMSPGCL (B) 18,921.69
Differencebeforereconciliationasexplainedbytransactionsat (290.72)
MSPGCL(C=B-A) '
Infirmpowernotconsidered inSales (55.05)
Surchargebill 1,051.04
PLFBasedIncentives 3.80
WithdrawalofIncentiveApril,2009 (1.65)
ReconciliationFY2006-07 0.05
ReconciliationFY2007-08 (0.13)
ReconciliationFY2009-10 (0.03)
HydroAdjustmentFY12-13 (0.20)
WithdrawalofFACFeb2009 (0.30)
WithdrawalProRata FixedCharges-ldleCapacity (85.19)
GhatgharLeaseRentWithdrawal (120.29)
GapAdjustmentCaseNo0150f2015 (605.37)
ImpactofvariationinEnergyChargesforFY2014-15 (609.71)
AdvanceAgainstDepreciation (189.70)
SolariIMW 0.42
Solar125MW 304.92
Solar 50 MW 16.67

This has been verified by the Commission. However, it sought further details of the
Surcharge bill of Rs. 1051.04 crore. MSEDCL stated that this amount in the
Reconciliation Statement is the amount booked by MSPGCL in its Books of
Accountas DPC against late payments from MSEDCL. However, MSEDCL
reaffirmed that it has not made any provision in its Audited Accounts towards the
DPC for MSPGCL.

As sought by the Commission, MSEDCL submitted the month-wise Power Grid
charges paid to PGCIL and RLDC fees/charges paid to POSOCO for FY 2014-15 and
submitted sample bills. The Commission has verified these and found them to be in
order.

MSEDCL was also asked for sample bills for each of the Stations of NTPC, NPCIL,
IPPs, SSP, Pench, Dodson-I&I1l and CGPL from which it had procured power, along
with samples of Supplementary bills for FY 2014-15. MSEDCL submitted sample
bills for each quarter of FY 2014-15 for each Station, and samples of supplementary
bills raised by Generatorduring the year. The Commission has verified the sample
bills and found them to be in order.

MSEDCL was asked for the reconciliation of the power purchase cost from NCE
sources with its Audited Accounts for FY 2014-15, since the submissions on source-
wise power purchase did not tally with the Audited Accounts. MSEDCL stated that,
due to the only partial implementation of SAP in FY 2014-15, there was an
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inadvertent error in the source-wise allocation of costs for NCE sources, which was
rectified and the revised data submitted. The Commission has verified this also.

As per the RPO Regulations, 2010, each Distribution Licenseehas to meet 9% of its
requirement through RE sources in FY 2014-15, including 0.5% though Solar sources
and 0.2% though Mini/MicroHydro sources. As MSEDCL had not stated how it hador
would meet these RE-source specific RPO targets, the Commission asked for the
details. MSEDCL submitted the details of power purchase from RE sources. It also
stated that it has filed a Petition in Case No. 44 of 2016 before the Commission to
carry forward the shortfall not met by the end of FY 2015-16 to the next Review
Period.

The Commission had verified the compliance of RPO targets by MSEDCL for FY
2014-15 in its Order dated 14 September, 2016 in Case No. 16 of 2016. The
Commission concluded thatMSEDCL had not fulfilled its stand-alone Solar, Non-
Solar and Mini /Micro Hydro Power targets for FY 2014-15, with a shortfall of
275.85 MU, 646.37 MU and 17.83 MU, respectively. It also had a cumulative
shortfall as at the end of FY 2014-15, including earlier years, of 1201.81 MU,
1724.49 MU and 50.48 MU, respectively. The Order also ruled as follows:

“MSEDCL has not achieved its stand-alone Solar and Non-Solar RPO
targets for FY 2014-15. As discussed earlier in this Order, the Commission
finds no justification or mitigating circumstances for this shortfall (except in
respect of Mini/MicroHydro). Moreover, the cumulative shortfall as at the
end of FY 201415 has increased.In similar circumstances pertaining to the
stand-alone shortfall of FY 2013-14, the Commission, in its Order dated 4
August, 2015 in Case No. 190 of 2014, had directed MSEDCL to create a
RPO Regulatory Charges Fund under Regulation 12. (As regards the
cumulative shortfall of previous years, the Commission had already allowed
MSEDCL to meet it by the end of FY 2015-16). The relevant regulatory
provisions and the detailed directions given by the Commission in that Order
have been set out at paras. 3 and 6 above.

Along similar lines, the Commission directs MSEDCL as follows with regard
to the shortfall against its stand-alone Solar and Non-Solar (excluding
Mini/MicroHydro) RPO targets for FY 2014-15:

1) MSEDCL shall constitute a separate ‘RPO Regulatory Charges
Fund’;

2) The Fund shall be utilised by MSEDCL to purchase Solar and Non-
Solar RECs and/or to procure power so as to fully meet the shortfall
against its stand-alone Solar and Non-Solar (excluding
Mini/MicroHydro) RPO targets for FY 2014-15, as summarised at
para. 19 above, by the end of March, 2017, and the amounts to be
deposited into the Fund shall bedetermined by MSEDCL accordingly
from time to time over the remaining period of FY 2016-17;
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3) Considering the circumstances set out in this Order which have led

the Commission to invoke Regulation 12, the expenditure expected for
purchase of RECs and/or power procurement from the Fund shall not
be passed through to consumers to the extent of the shortfall not met by
MSEDCL by the end of FY 2016-17.

4) The performance of MSEDCL in this regard shall be reviewed in
the RPO compliance verification proceedings for FY 2016-17 and also
taken into account in the Mid-Term Review proceedings for the 3rd
Multi-Year Tariff Control Period.

The Commission has not specified the amounts to be deposited in the Fund
since that will depend on the power procurement and/or REC purchase mix
opted for by MSEDCL, the actual rate of RECs in the market from time to
time, etc. Moreover, MSEDCL need not deposit into the Fund the entire
amount estimated to be required in a lumpsum at the outset, but spread it
OVer the remainder of the year depending on its assessment of the market.”

Further, as sought by the Commission, MSEDCL submitted the reconciliation of
FBSM/IBSM bills with the Audited Accounts, which was verified.

On the above basis, the Commission has verified the source-wise power purchase cost
and reconciled it with the Audited Accounts for FY 2014-15.

Regarding the power purchase in FY 2014-15 and FY 2015-16, the Variable Charges
considered for the IPPs are different from the rates in the PPA Schedule. For example,
the Variable Chargetaken for Adani Power(1320 MW) is Rs 1.58/kWh against the
PPA rate of Rs.1.44/kWh. Similarly, the Variable Charge considered for Adani
Power(1200 MW) is Rs 2.02/kWh against the PPA rate of Rs.1.55/kwWh. MSEDCL
was asked to submit the reconciliation of Variable Charges considered for IPPs.
MSEDCL submitted the required details, and stated that the PPA rates are linked to
various factors such as variation in monthly exchange rate, CERC index for inland
handling of imported fuel and CERC index for inland transportation of fuel.
MSEDCL submitted the following Tableproviding the reconciliation..

Table 3-17: Reconciliation of Variable Chargesof FY 2014-15 submitted by
MSEDCL

. Variable
S Variable Charge as per PPA Charge as Remarks
per Petition

IPP —JSW 0.1298+0.59 x monthly Dollar 1.90 The CERC index is applied for
rate+0.01708 x monthly Dollar escalable factor on monthly
rate x monthly CERC index for basis. Dollar rate may vary in
fuel each month.

CGPL 0.00707 x Monthly Dollar 1.45 The CERC index is applied for
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Station _ Variable
Variable Charge as per PPA Charge as Remarks
per Petition
rate+0.00585 x Monthly dollar escalable factor on monthly
rate xmonthly CERC index for basis. Dollar rate may vary in
fuel+0.048+0.046 x Monthly each month.
CERC index for inland
handling +0.00284 x Monthly
dollar rate+0.00109 x Monthly
dollar rate x monthly CERC
index for transportation.
Adani  Power | 1.44 1.58 Includes CIL bills claimed by
1320 Adani Power for 1320 MW
Adani 0.47 x Monthly CERC index 2.02 The CERC index is applied for
Power1200 for  fuel+0.6610+0.0445 x escalable factor on monthly
monthlyindex for basis. Also includes CIL bills
transportation claimed by Adani Power
Adani  Power | 0.47 x Monthly CERC index 2.17 The CERC index is applied for
125 for  fuel+0.6610+0.0445 x escalable factor on monthly
monthlyindex for basis. Also includes CIL bills
transportation claimed by Adani Power
Emco Power 0.456 x Monthly CERC index 1.39 No variation in average rate.
for fuel+0.4920 x Monthly The CERC index is applied for
CERC index for transportation escalable factor on monthly
basis.
Ratan 0.592 x Monthly CERC index 2.29 The CERC index is applied for
India for fuel+0.9+0.334 xMonthly escalable factor on monthly
CERC index for transportation basis.

Accordingly the Commission approves the net power purchase expenses as follows.

Table 3-18: Power Purchase Expenses for FY 2014-15 as approved by
Commission (Rs. crore)

Particulars Previous MSEDCL Approved in
MYT Order Petition this Order
Power Purchase Expenses 39,694 43614 43614
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3.6 O&M Expenses for FY 2014-15
MSEDCL’s Submission

MSEDCL has considered the O&M Expenses on actual basis as per its Audited
Annual Accounts for FY 2014-15, as shown below:

Table 3-19: O&M Expenses for FY 2014-15 as submitted by MSEDCL (Rs.

crore)
Particulars P AT
(Actual)
Employee Expenses 4,551
A&G Expenses 703
RM Expenses 903
Net O&M Expenses 6,158

While MSEDCL has claimed O&M Expenses as per the Audited Annual Accounts, it
has also sought that they be approved as per the norms specified in theMYT
Regulations, 2011. Accordingly, it has worked out the O&M Expenses separately
forthe Wires Business and Supply Business on a normative basis in accordance with
the Regulations.

For estimating O&M Expenses as per the norms, it should be noted that all Supply
Business consumers also use its network. Further, most OA consumers have opted for
partial OA, with very few using only Wires. Therefore, MSEDCL has considered the
same number of consumers for its Wires Business and its Supply Business. Similarly,
considering the various capital investment schemes and consequent addition to its
network, MSEDCL has considered the network asset base (GFA).The following Table
provides the summary of O&M Expenses (net of capitalisation) for FY 2014-15.

Table 3-20: Comparison of O&M Expenses for FY 2014-15 by MSEDCL (Wires
+ Supply) (Rs. crore), as submitted by MSEDCL

Particulars Previous Normative Actual
MYT Order Oo&M /Audited
O&M Expenditure for Wires business 4,114 4,350 4,799
O&M Expenditure for Retail Supply 1,842 1.970 1.359
Business
Operation and Maintenance 5,956 6,320 6.158
Expenses

The Commission may approve the O&M Expenses as per the Audited Accounts and
also undertake sharing of gains vis-a-vis the normative O&M expenses as per the
MYT Regulations, 2011.
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Commission’s Analysis and Ruling

The Commission has applied the norms specified in Regulations 78.4.1 and 97.2.1 of
the MYT Regulations for approval of O&M Expenses for the Wires Business and
Supply Business.

The Commission observed an increase of Rs. 134.89 crore in expenses on account on
DA in FY 2014-15. Upon justification sought, MSEDCL submitted the relevant
notifications of GoM whereby the DA was increased, and this was verified.

The Commission observed that employee cost capitalised in FY 2014-15 was less by
Rs. 87.51 crore as compared to FY 2013-14. MSEDCLstated that capitalisation of
employee cost is calculated on the basis of addition to capital works in progress
(CWIP) during the financial year, and that addition to CWIP in FY 2013-14 was
higher than in FY 2014-15.

As regards queries pertaining to increase in A&G Expenses due to outsourcing of the
metering and billing system, MSEDCL stated that, due to such outsourcing,
improvements have been observed, but it is difficult to quantify the benefit in terms of
an amount.

The Commission asked MSEDCLfor clarification regarding the miscellaneous
expense of Rs. 119 croreincluded in A&G Expense. MSEDCL had provided
justification towards Rs. 109 crore. It subsequently stated that the difference ofRs. 10
crore, miscellaneous expense of Rs. 9.08 crore is towards the refund of CSS toSai
Wardha Power Ltd. for FY 2013-14 (since it was held to be a Group CPP in that
year).

The Commission has considered the revised sales, GFA and number of consumers for
the normative O&M Expenses. While estimating the O&M Expenses on normative
basis, MSEDCL has taken parameters such as sales and GFA at the aggregate level,
including those of the DF areas. As per terms of the DF arrangements, MSEDCL is
not required to incur O&M expenditure towards DF operations. TheFranchisee is
required to undertake O&M activities within its area, for which it is suitably
compensated as per the provisions of the Franchisee Agreement. Therefore, allowing
normative O&M Expenses on these parameter values atthe aggregate level including
such DF areas is not correct.

Hence, for computing the normative O&M expenses for the Supply Business as well
as for Wires Business, the Commission has not considered the sales, number of
consumers and GFA pertaining to DFs.
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Table 3-21: O&M Expenses approved by Commission for FY 2014-15 (Wire)

_ _ Previous MSEDCL MSI_EDCL Approved in
Particulars Units MYT Norm Estimate )
Order Computation Hars @y
Composite O&M Norms
O&M Expenses Norm
specified in Regulations
For Wheeled Energy paise/kWh 13.57 13.57 13.57
Rs lakh/

For No. of Consumers in '000 7.00 7.00 7.00
Wires Business Consumers
For R&M Expenses %of GFA 4.00% 4.00% 4.00%
Parameters for O&M
EXxpenses
Wheeled Energy MU 92,551 107,480 102,454
No. _of Consumers in Wires | '000 22,063 21,853 20920
Business Consumers
Opening GFA Rs. crore 32,846 34,056 32,082
Total O&M Expenses Rs. crore 4,114 4,350 4,799 4,138

Table 3-22: O&M Expenses approved by Commission for FY 2014-15 (Supply)

Particular Units PR?I\$?I'US Ml?lgll?rrc\: . MSI.EDCL Approved in
Order Computation Estimate this Order

Composite O&M Norms
O&M Expenses Norm
specified in Regulations
For Sales in Supply Business paise/kWh 9.40 9.40 9.40
For No. of Consumers in Rs lakh/ '000
Supply Business Consumers 4.85 4.85 4.85
For R&M Expenses %of GFA 0.50% 0.50% 0.50%
Parameters for O&M
Expenses
Sales MU 80,211 94,805 85,975
No. of Consumers in Suppl '000
Business PPV conoimers 22,063 21,853 20,920
Opening GFA Rs. crore 3,650 3,784 3,565
Total O&M Expenses Rs.crore 1,842 1,970 1,359 1841

Table 3-23: O&M Expenses for FY 2014-5 (Wires+Supply) approved by
Commission (Rs. crore)

Particulars Pﬁ\:;c_)rus MElEan?L MSEDCL | Approved by
. Actual Commission
Order Computation
0O&M Expenditure for Retail Supply 1,842 1,970 1,359 1,841
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Particulars Previous | MSEDCL | \isency | Approved by
MYT el 8 Actual Commission
Order Computation
Business
O&M Expenditure for Wires Business 4114 4,350 4,799 4,138
Operation & Maintenance Expenses 5956 6320 6,158 5,979

Under the MYT Regulations, 2011,theO&M Expense is a controllable parameter, and
any difference between the actual and the normative O&M Expense is an efficiency
gain or loss to be shared among MSEDCL and consumers. Accordingly, the
difference between the actual O&M Expenses as per the Audited Accounts and the
O&M Expenses allowed on normative basis for FY 2014-15 has been taken as an
efficiency gain, and shared between MSEDCL and the consumers. The details of
sharing of gains have been presented in subsequent Sections.

3.7  Capital Expenditure and Capitalisation for FY 2014-15
MSEDCL’s Submission

MSEDCL has submitted the details of capital expenditure and capitalisation that it has
considered for FY 2014-15. The following Tables summarise the details of capital
expenditure and capitalisation for DPR and Non-DPR schemes:

Table 3-24: Capex and Capitalisation as submitted by MSEDCL for FY 2014-15

(Rs. crore)
Particulars Previous MSEDCL
MYT Order Petition
Capex 4,099 3,128
Capitalisation 4,072 3,854

Table 3-25: DPR Scheme Capex and Capitalisation as submitted by MSEDCL
for FY 2014-15 (Rs. crore)

DPR Scheme Exf):sgclitiﬂlre Capitalisation
Infra Plan Works 885 1,345
Infra Plan Works — I1 381 278
GFSS — 1 7 7
GFSS — I 67 41
GFSS — 111 41 50
GFSS IV 97 150
Fixed Capacitor Scheme - 21
LT Capacitor Phase | & Il - -
S_mgle Phasing - Left out 33 24
villages
Eliminationof 66 KV Line 3 3
AMR - 0
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DPR Scheme E Caplt_al Capitalisation
xpenditure

APDRP - -

Phase-I 22 36

Phase-II 27 21

RAPDRP A 137 158

RAPDRP B 479 604

DTC Metering - -
Phase-1 &Phase-11 - -
Phase-111 12 13

SPA:PE 283 288
P:SI 39 87
P:IE 21 31
DRUM - (0)
RGGVY 17 60
Agriculture Metering 26 22
Total DPR Schemes 2,576 3,238

Table 3-26: Non-DPR Scheme Capex and Capitalisation as submitted by
MSEDCL for FY 2014-15 (Rs. crore)

Non-DPR Schemes Caplt_al Capitalisation
Expenditure

FMS 3 1
Load Management - 0
P.F.C.Urban Distribution Scheme 39 40
MIDC Interest free Loan Scheme 2 6
Evacuation 13 13
Evacuation Wind Generation 25 18
DPDC / Non-Tribal 71 85
DPDC / SCP (Loan up to 2012-13) 75 65
DPDC /TSP + OTSP 95 87
JBIC - 1
New consumers 62 73
Back log 150 213
Single Phasing 17 9
Special Action Plan(Nandurbar) - 6
Total Non-DPR Schemes 552 615

Table 3-27: Summary of Capex and Capitalisation as submitted by MSEDCL for
FY 2014-15 (Rs. crore)

Particulars P17 ANASLS
(Actual)
Capital Expenditure
DPR Achemes 2,576
Non DPR Schemes 552
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Particulars FY 2014-15
(Actual)
Total 3,128
Capitalisation
DPR Schemes 3,238
Non DPR Schemes 615
Total 3,854

As per the Annual Accounts, the addition to GFA is Rs. 4044 crore, whereas in Form
4.2 MSEDCL has shown capitalisation as Rs. 3854 crore. MSEDCL clarified that, in
Form 4.2, only scheme-wise details have been shown, whereas in the Annual
Accounts the Addition to GFA is shown in totality, including land and land rights,
buildings, etc. The details are shown in the following Table.

Table 3-28: Summary of Capitalisation for FY 2014-15, as submitted by

MSEDCL
Sr. No. Particulars ALOOL
(Rs. crore)
1 Capitalisation as per Note 12 of 4,044
Annual Accounts

2 Capitalisation as per Form 4 (A) 3,854

3 Other Assets
4 Land 88
5 Buildings 30
6 Vehicles 0
7 Furniture & Fixtures 34
8 General Assets 25
9 Other Civil Works 12
Total (210 9) 4,044

Commission’s Analysis and Ruling

In the previous MYT Order, the Commission had stated as follows:

“As sought by the Commission, MSEDCL submitted its scheme-wise justification
for excess capitalisation. As stated earlier, the Commission is of the view that since
significant excess capitalisation is due to time over-run of the schemes, excess
interest was incurred which would have been capitalised as IDC. At the same time,
due to excess capitalisation, an undue burden of excess IDC is passed on to the
consumers. While the Commission will undertake detailed scrutiny and prudence
check of scheme-wise excess capitalisation, vis-a-vis the in-principle approvals
granted, during truing-up at the end of the Control Period, the Commission is
provisionally allowing this capitalisation claimed for FY 2014-15 and FY 2015-16
but disallowing 50% of the IDC against such schemes.”
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For the following DPR schemes, MSEDCL has claimed capitalisation in excess of the
in-principle approvedcost:

Table 3-29: Excess Capitalisation claimed by MSEDCL in FY 2014-15 (Rs.

crore)
Excess
Major Schemes Capitalisation in

FY 2014-15

Infra Plan Works 1,345
GFSS 98
RAPDRP A 15
DTC Metering Phase-111 13
SPA:PE (Release of Agri. Connection) 288
P:SI (Project for System Improvement) 87
P:1E(Project for Intensive Electrification) 31
RGGVY 30
Total 1,905

As per Regulation 27.2,

“27.2 The capital cost admitted by the Commission after prudence check shall
form the basis for determination of tariff:

Provided that prudence check may include scrutiny of the
reasonableness of the capital expenditure, financing plan, interest during
construction, use of efficient technology, cost over-run and time over-run, and
such other matters as may be considered appropriate by the Commission for
determination of tariff.”

As sought by the Commission, MSEDCL submitted the CBA report for the schemes
capitalised during FY 2014-15. The Commission has perused the CBA reports.
Considering the scheme-wise justification submitted, the Commission has accepted
the excess capitalisation for FY 2014-15 after disallowing IDC on account of time
over-runs.

However, the Commission expects future CBA reports to be more elaborate and more
clearly demonstrate the benefits resulting from the schemes. In case of non-
quantifiable benefits, these should be adequately explained.

Further, as highlighted in earlier Orders, significant part of the excess capitalisation is
due to time over-runs, and excess interest was incurred which would have been
capitalised as IDC. Due to excess capitalisation, excess IDC is also being passed on to
consumers which would require justification.The Commission notes that MSEDCL
does not maintain scheme-wise IDC computations, but computes IDC as a fixed
percentage of 2.95% of the total capitalisation of each scheme. In case of schemes
with excess capitalisation over and above the in-principle approved capital
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expenditure, the Commission has continued to disallow 50 % of the IDC worked out
by MSEDCL.

MSEDCL has not furnished scheme-wise IDC computations or any details of scheme-
wise allocation of loans and phasing of expenditure, which is necessary for
ascertaining the scheme-wise excess capitalisation of IDC. However, it has stated that
interest capitalisation during FY 2013-14 amounted to 2.95% of the total capitalised
amount. Thus, for estimating the IDC component included in the excess capitalisation
of Rs. 1905 crore for FY 2014-15, the Commission has applied the same factor of
2.95% for interest capitalisation. Accordingly the derived IDC component of excess
capitalisation works out to Rs. 56.20 crore. The Commission has allowed only 50% of
this IDC component, amounting to Rs. 28.10 crore.

The capitalisation of non-DPR schemes is within the threshold limit of 20% of the
capitalisation approved towards DPR schemes. Hence, it has been allowed.

Based on the above, the capitalisation approved for FY 2014-15 is as follows.

Table 3-30: Capitalisation approved byCommission for FY 2014-15 (Rs. crore)

Particulars FY 2014-15
Excess Capitalisation 1905
50% of IDC @2.95% of capitalisation, for deduction 28.10
DPR Capitalisation disallowed 0
Total disallowance of capitalisation 28.10
Capitalisation claimed by MSEDCL 3,854
Less disallowance of capitalisation (28.10)
Capitalisation allowed considering above disallowance 3,826
Capitalis_at_ion allowed towards schemes not forming part of 190
any specific scheme
Capitalisation considered for Funding Plan (Debt & Equity) 4,016

Table 3-31: Summary of Capitalisation for FY 2014-15 as approved by
Commission (Rs. crore)

Previous ;
Particulars MYT MSE.[.)CL Approved in
Petition this Order
Order
Capitalisation 4,072 3,854 3,826

3.8  Depreciation for FY 2014-15
MSEDCL’s Submission

Depreciation for FY 2014-15 has been calculated considering the opening balance of
assets at the beginning of the year and the actual capitalisation in FY 2014-15. The
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depreciation rates are as per the MY T Regulations, 2011. The amount of depreciation

is as follows:
Table 3-32 : Depreciation as submitted by MSEDCL for FY 2014-15 (Rs. crore)
. Previous MYT MSEDCL
FEGUIELIELE Order Petition
Opening GFA 36,504 37,840
Depreciation 1,940 2,081
% Depreciation 5.31% 5.50%

Commission’s Analysis and Ruling

In its previous MYT Petition, MSEDCL hasd expressed difficulty in complying with
Regulation 31.2 (b) of the Tariff Regulations regarding computation of depreciation at
different rates, depending on the useful life of assets beyond 70%, of the depreciated
assets. MSEDCL had stated that it is practically difficult to calculate the depreciation
in that manner in the absence of a computerized system for it. The implementation of
ERP is under process, and MSEDCL may be able to calculate the deprecation as per
the MYT Regulations once it is in place.

However, in the present Petition, MSEDCL has stated that Fixed Assets are
depreciated under the ‘Straight Line Method’ to the extent of 90% of the cost of the
assets at the rates and manner specified in the subsequent MYT Regulations,
2011.MSEDCL has applied these rates from 1st April 2013, as the Commissionhad
relaxed the the application of the MYT Regulations, 2011 to MSEDCL by two years
vide its Order dated 23 August, 2011.

The Commission has noted MSEDCL’s submission that, forassets whose depreciation
has not been charged up to 70% after commissioning, it charges depreciation at the
rates prescribed as per the norms till the end of the year in which the accumulated
depreciation reaches 70%.Beyond 70%, itcharges depreciation on the basis of the
remaining useful life up to 90% of the cost of the asset in terms of the requirements of
the above Regulations.Further, as per the clarification given by the Commission, the
useful life of the assets has been taken as prescribed under the Companies Act, 2013.

MSEDCL clarified that, at the time of implementation of SAP-ERP, it had come to its
notice that depreciation on Fixed Assets had not been properly charged in earlier
years. It then re-computed the depreciation retrospectively as per the newly
implemented SAP-ERP and the Regulations.

The Commission notes that MSEDCL has, during the implementation of the SAP-
ERP, streamlined the calculation of depreciation in line with theMYT Regulations.

The Commission also asked MSEDCL to explain the difference between the Opening
GFA as approved in the previous MYT Order and that considered by MSEDCL for
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FY 2014-15. MSEDCLstated that the Opening GFA considered by it is on the basis of
actual Audited Accounts. There is a difference between the approved and the actual
Opening GFA considered by MSEDCL because of certain disallowances by the
Commission in the past, as shown in the following Table.

Table 3-33 : GFA Reconciliation submitted by MSEDCL for FY 2014-15 (Rs.

crore)

Particulars Rs. crore Ref. Tariff Order
Closing GFA as per MSEDCL as on FY 2013-14 37,841
Closing GFA as per MERC Order as on FY 2013-14 36,505
Difference 1,336

: TR Order dated 26.06.2015
Disallowance of IDC on excess capitalisation 42 |- Case No. 121 of 2014
Difference in GFA approved in FY 2007-08 - DPR / 815 17th  August 2009 -
Non-DPR Schemes Case No. 116 of 2008
GFA disallowed in FY 2009-10, Capitalisation
. ' . 30th December 2011 -
undertaken by Corporate Office and not falling under 208 Case No. 100 of 2011
Scheme
GFA disallowed in FY 2011-12, Capitalisation
) ' . 11th June 2014 -

undertaken by Corporate Office and not falling under 112 Case No. 38 of 2014
Scheme
Disallowed Capitalisation Expenses on Single
Phasing (Rs. 9508 crore - Rs. 9428 crore) 80 %:ZS'Z‘UNQSS& 12602? 5008
Opening Balance difference in FY 2007-08 80 '
Total Disallowed 1,336

The Commission has taken the GFA as approved by it earlier and not the GFA as
submitted by MSEDCL. Thus, depreciation has been computed on a pro-rata basis
considering the revised GFA for FY 2014-15. Accordingly, the Commission has

reworked the depreciation as presented below.

Table 3-34 : Depreciation approved by Commission for FY 2014-15 (Rs. crore)

Particulars FY 2014-15
Depreciation as per Audited Accounts 1,680
Opening GFA as per MSEDCL 37,840
Opening GFA as per Commission 36,504
Depreciation considered on prorata basis 1,620
Compogitg weighted average_depreciation rate 4.44%
(depreciation as a % of Opening GFA)

Accordingly, the depreciation approved for FY 2014-15 is as follows.
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Table 3-35: Summary of Depreciation for FY 2014-15, as approved by
Commission (Rs. crore)

Previous ;
. MSEDCL Approved in
FETEUIEDS bl Petition this Order
Order
Depreciation 1,940 2,081 1,620

3.9 Interest Expenses for FY 2014-15
MSEDCL’s Submission

MSEDCL has considered the figures as per audited Annual Accountsfor outstanding
loan at the beginning and end of the year, and the interest paid during the year.
Weighted average interest rate has been calculated taking the average of the
outstanding loan and interest paid during the year.

Regulation 33 of the MYT Regulations, 2011 specifies the rate for calculation of
interest on long-term loans as the weighted average rate of interest on the basis of the
actual loan portfolio at the beginning of each year, and on the normative average loan
availed in that year. Accordingly, MSEDCL has calculated the interest onlong-term at
the weighted average rate of interest of 11.83% for FY 2014-15, and has claimed the
interest charges for FY 2014-15 as tabulated below.For funding its capital
expenditure, various sources of financing were relied upon, including Internal
Accruals, GoM Equity, and GoM/Gol grants

Table 3-36 : Calculation of Interest rate in FY 2014-15 by MSEDCL

Outstanding il ol Balance outstanding | Interest Expense Weighted
drawal repayment . .
Loan at the : . at the end of the incurred during | Average Interest
during the | during the
start of the year year the year rate
year year
_ (6)=
1 2 3 4)=(1)+(2)-(3 5
(2) ) ©) @=)+2-(3) 5) (5)/AVO[(L).(4)]
13,105 1,157 1,655 12,606 1,521 11.83%

Regarding details sought of the outstanding loans and Bank wise interest rates,
MSEDCL has taken the audited figures. MSEDCL is availing long-term loan from
financial institutions mainly from REC and PFC. As the rates of REC of PFC are
revised twice a year or as per the rate revised by RBI, the rate for the each tranche of
loan may be different.

Commission’s Analysis

The opening loan for FY 2014-15 as per the Audited Accounts was Rs. 13,105 crore.
However, the opening loan as per the previous MYT Order was Rs. 13, 930 crore,
higher by Rs. 825 crore. When asked for reconciliation, MSEDCLstated that the
difference is due to the normative methodology adopted by the Commission and
repayment considered as equal to depreciation.
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MSEDCL has considered the weighted average interest rate as 11.83% for calculation
of the interest rate, and the Commission asked for the detailes of calculation and of
the outstanding loan and interest rate Bank-wise as on 1 April, 2014. MSEDCLstated
that the weighted average interest rate has been calculated taking the average of the
outstanding loan and interest paid during the year.The Commission asked
MSEDCLfor documentary evidence confirming the outstanding opening loan balance.

MSEDCLhadstated that there had been retirement of assets during FY 2014-15 of Rs.
10 crore.It was observed that MSEDCLhad not considered reduction of the normative
loan part due to such retirement, and sought further details of the treatment and the
revised computation if required. MSEDCL responded that generally old assets are
retired and their loan term would have been completed. Hence, it has not considered
reduction of the normative loan part due to retirement of assets.

The Commission has taken the funding pattern for capitalisation for FY 2014-15 in
the same ratio as for the funding of capital expenditure, as per the MSEDCL
methodology, with adjustments for the approved quantum of capitalisation. The
funding pattern thus arrived at for capitalisation, based on MSEDCL’s submissions, is
as shown below.

Table 3-37 : Funding of Capitalisation as submitted by MSEDCL for FY 2014-15

(Rs. crore)
Particulars Amount %
Total Capitalisation 3826
Consumer Contribution 430
Grants received during the year 387
Balance to be funded 3008 100%
Equity 1166 39%
Debt 1740 58%

It will be seen that the equity claimed by MSEDCL exceeds the normative level of
30%. Hence,while approving the funding pattern, the Commission has limited the
equity component to 30%, and the excess equity is considered as normative debt.

Table 3-38 : Funding of Capitalisation as approved by Commission for FY 2014-
15 (Rs. crore)

Particulars Amount %
Total Capitalisation 3826
Consumer Contribution 430
Grants received during the year 387
Balance to be funded 3008 100%
Equity 903 30%
Debt 2106 70%
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The rate of interest has been allowed, as per Regulation 33, as 11.83%, as claimed by
MSEDCL. Under the Regulations, the rate for calculation of interest on long-term
loans is the weighted average rate of interest on the basis of the actual loan portfolio
at the beginning of the year. It has been approved accordingly. The opening loan
balance considered is as approved in past Orders.

Table 3-39 : Interest Expenses as approved by Commission for FY 2014-15(Rs.

crore)
. MSEDCL | Approved in
RS Petition tf]?s Order

Opening Balance of Gross Normative Loan
Cumulative Repayment till the year
Opening Balance of Net Normative Loan 13,105 13,930
Less: Reduction of Normative Loan due to retirement or
replacement of assets
Addition of Normative Loan due to capitalisation during the year 1,423 2106
Repayment of Normative loan during the year 2,081 1621
Closing Balance of Net Normative Loan 12,447 14,415
Closing Balance of Gross Normative Loan
Average Balance of Net Normative Loan 12,776 14,173
Weighted average Rate of Interest on actual Loans (%) 11.83% 11.83%
Interest Expenses 1,511 1,677
Expenses Capitalised
Total Interest & Financing Charges 1,511 1,677

Accordingly, the Interest Expenses approved for FY 2014-15 are as follows.

Table 3-40: Interest Expense for FY 2014-15 (Rs crore)

Err Tl Previous MYT MSEDCL Approved in this
Order Petition Order
Interest Expenses 1,591 1,511 1,677

3.10 Return on Equity for FY 2014-15
MSEDCL’s Submission

MSEDCL has claimed RoE in accordance with Regulation 32.2 of the MYT
Regulations, 2011. The return on equity capital is allocated in the proposed ratio of
Fixed Assets between the Wires and Retail Supply Business, i.e. 90% to Wires
Business and 10% to Supply Business, in accordance with the allocation ratio
approved in the Business Plan Order in Case No. 134 of 2012. Therefore, the capital
expenditure, grants, equity and capitalisation are divided between the Wires and
Supply Business in the ratio of 90:10. Based on this, MSEDCL has claimed RoE for
the Wires and Supply Businesses separately.
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The RoE for Wires Business has been computed at 15.5% on the average equity based
on the opening balance of equity and normative additions during the year, arrived at
by taking 30% of the net capital expenditure (net of consumer contribution and grants
as funded from equity). Accordingly, the RoE forthe Wires Business is as under:

Table 3-41 : RoE for WiresBusiness for FY 2014-15 as per MSEDCL (Rs. crore)

Particulars Previous MYT MSE_I?CL
Order Petition
Regulatory Equity at the beginning of the year (Wires) -- 7,780
Capital Expenditure incurred (excl. Grants) -- 2,531
Equity portion of capital expenditure -- 858
% of Equity portion of capital expenditure -- 33.9%
Assets Capitalisation -- 3,118
Equity portion of Assets Capitalisation -- 933
Regulatory Equity at the end of the year -- 8,713
Return on Computation
Return on Regulatory Equity at the beginning of the year -- 1,206
Return on Normative Equity portion of Asset Capitalisation -- 72
Interest on Equity portion above 30% @11.83%p.a -- 7
Total Return on Regulatory Equity 1,255 1,286

For the Supply Business, the RoE has been computed @ 17.5% on the average equity
taking the opening balance of equity and normative additions during the year.
Accordingly, the RoE for the Retail Supply Business is as under:

Table 3-42: RoE for Supply Business for FY 2014-15 as per MSEDCL (Rs. crore)

Particulars Previous MYT | FY 2014-15
Order (Actual)

Regulatory Equity at the beginning of the year (Supply) -- 864
Capital Expenditure incurred (excl. Grants) - 281
Equity portion of capital expenditure - 95
% of Equity portion of capital expenditure -- 33.90%
Assets Capitalisation - 346
Equity portion of Assets Capitalisation -- 104
Regulatory Equity at the end of the year - 968
Return on Computation --

Return on Regulatory Equity at the beginning of the year -- 151
Return on Normative Equity portion of Asset Capitalisation -- 9
Interest on Equity portion above 30% @11.83%p.a -- 1
Total Return on Regulatory Equity 157 161
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Commission’s Analysis

Even though the opening GFA claimed by MSEDCL for FY 2014-15 is different from
the opening GFA approved in the previous MYT Order, MSEDCL has taken it as
approved under that Order for computing the normative RoE for the year.

While calculating the RoE for FY 2014-15 forthe Wires and Supply Business,
MSEDCL has not considered the reduction in equity portion due to retirement of
asset. In response to justification sought, MSEDCL stated that, considering the small
amount of assets retired and its consequent negligible impact on the ARR, it has not
considered any reduction in the equity portion due to retirement of asset. However,
the Commission has not accepted this contention, and reduced the equity to the extent
of the equity portion of assets retired during FY 2014-15.

The Commission has approved the funding pattern based on the approved
capitalisation for FY 2014-15, as discussed in the earlier Section on interest expenses.

The regulatory equity approved as at the end of FY 2013-14 in the previous MYT
Order has been taken as the opening regulatory equity for FY 2014-15. In accordance
with Regulation 30, the equity contribution in excess of the norm of 30% of the
allowed capitalised amount has been treated as a normative loan, and the interest on
such loan has been allowed provisionally.

Table 3-43: Return on Equity (Wires) for FY 2014-15 approved by Commission

(Rs. crore)
Particulars % FY 2014-15
Regulatory Equity at the beginning of the year 7,780
Equity portion of Assets Capitalisation 812
Equity portion of Assets retired during the year 3
Equity portion of Net Assets Capitalisation 809
Regulatory Equity at the end of the year 8,589
Return onComputation
Return on Regulatory Equity at the beginning of the 0
year - @15.5% 15.5% 1,206
Return on Normative Equity portion of Asset 0
Capitalisation - @15.5%/2 15.5% 63
Total Return on Regulatory Equity 1269

Table 3-44: Return on Equity (Supply) for FY 2014-15 approved by Commission

(Rs. crore)
Particulars % FY 2014-15
Regulatory Equity at the beginning of the year 864
Equity portion of Assets Capitalisation during the year 90
Regulatory Equity at the end of the year 954
Return onComputation
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Particulars % FY 2014-15
Return on Regulatory Equity at the beginning of the year - 0
@17.5% 17.5% 151
Return on Normative Equity portion of Asset Capitalisation 17 5% 8
- @17.5%/2
Total Return on Regulatory Equity 159

Table 3-45: RoE approved by Commission for FY 2014-15 (Wires+Supply) (Rs.

crore)
Particulars Previous MYT MSE_I?CL Approved in this
Order Petition Order
RoE for Wires 1255 1286 1269
RoE for Retail Supply Business 157 161 159
Total RoE 1412 1447 1428

3.11 Interest on Working Capital for FY 2014-15
MSEDCL’s Submission
Regulations 35.3 and 35.4 of the MYT Regulations, 2011 specify the norms for loWC
for Wires and Supply Business. Accordingly, the IoWC and interest on Security
Deposit for the Wires Business is as presented in the following Table.
Table 3-46: Interest on Working Capital and Security Depositfor Wires Business
for FY 14-15 as per MSEDCL (Rs. crore)
Particulars Previous MYT MSIE_QCL
Order Petition
Computation of Working Capital
g;gem/glﬁh of the amount of Operations and Maintenance 343 400
One—t_vvelfth of the sum of the book value of stores, materials and 58 54
supplies
Two months of the expected revenue from char
Distribution Wires at Srevailing tariffs gesforuse of 1474 1543
Less:
Amount of Consumers’ Security Deposit
From Distribution System users (600) (577)
Total Working Capital 1275 1,420
Computation of working capital interest
Rate of Interest (% p.a.) 14.75% 14.75%
Interest on Working Capital 188 209
Interest on Consumers’ Security Deposit
Rate of Interest (% p.a.) 9.00% 8.75%
Interest on Consumers’ Security Deposit 54 51
Total 242 260
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The provision in the Regulations of reducing the working capital by the total amount
of CSD is resulting in the net working capital being negative for the Supply Business.
Therefore, the working capital requirement based on normative principles works out
to zero. However, the amount of CSD reflected in its Books of Accounts is just a
notional amount. Although it is reflected in the Balance Sheet, in the Transfer Scheme
MSEDCL has not physically received such deposits in cash from the erstwhile
MSEB. However, as per the Audited Accounts, MSEDCL has paid IoWC. The
working capital is mainly required to meet liabilities relating to fuel and power
purchase, and is beyond its reasonable control. Accordingly, MSEDCL has claimed
the balance 10WC in the Supply Business, i.e. loWC as per Audited Accounts less the
IoWC claimed inthe Wires Business.

Out of the total Security Deposit, MSEDCL has allocated 10% to Wires and 90% to
the Supply Business. It has calculated the interest at 9% per annum. However, as
regards interest on CSD for the Supply Business for FY 2014-15, MSEDCL has
limited it as per the Audited Accounts (i.e. Interest on CSD as per the Audited
Accounts, less the interest Security Deposit claimed in the Wires Business). The
loWC for the Retail Supply Business is as shown below:

Table 3-47: Interest on Working Capital and Consumers’ Security Deposit for
Supply Business for FY 2014-15 as per MSEDCL (Rs. crore)

. FY 2014-15
Particulars : =
Previous MYT Order MSEDCL Petition

Interest on Working Capital (Actual) -- 261
Interest on Consumers’ Security Deposit

Rate of Interest (% p.a.) 9.00%

Interest on Consumers’ Security Deposit 486 370
Total 486 631

Commission’s Analysis

MSEDCLwas asked for the basis of the rate of interest considered for computation of
Interest on Security Deposits. MSEDCL stated that, as per the Regulation 11.11 of the
Supply CODe, 2005, the rate of interest on CSDis equivalent to the BankRate of the
RBI. That has been considered.

The Commission asked MSEDCLfor documentary evidence for the interest rate
considered for computation of loWC and interest on CSD.MSEDCL stated that it has
claimed the actual loWC.As per the Regulation 35 of the MYT Regulations, 2011, the
IoWC shall be equal to the State Bank Advance Rate (SBAR) as on the date of
application for determination of tariff. Accordingly, for FY 2014-15, MSEDCL has
taken the SBAR of 14.75%, prevailing at the time the MYT Petition for the 2"Control
Periodwas filed.
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MSEDCL also stated that it has claimed the actual interest paid on the CSD for FY
2014-15. As per the Regulation 11.11 of the Supply CODe, this rate shall be
equivalent to the RBI BankRate. Accordingly, MSEDCL has applied the following
interest rates as per its Circular No. 211 dated 16 April, 2015:

Table 3-48: Interest Rate on CSD for FY 2014-15, as per MSEDCL

Effective Period for Interest Rate Applicable Rate (per annum)
01-04-2014 to 14-01-2015 9.00%
15-01-2015 to 03-03-2015 8.75%
04-03-2015 to 31-03-2015 8.50%

Since the actual loWC expense presented as Rs. 471 crore for FY 2014-15 did not
match the Audited Accounts (Rs. 326.84 crore as per Note 28), the Commission
sought reconciliation. MSEDCLstated that, as per Note 28,it has considered the
Interest on Medium-term Loans from REC amounting to Rs. 144 crorein the
loWCsince it was availed for working capital. Accordingly the total loWC expense
works out to Rs. 471 crore as shown in the following Table.

Table 3-49: Interest on Working Capital for FY 2014-15, as submitted by

MSEDCL
Particulars Amount
(Rs. crore)
Interest on Medium-term Loans from REC 143.87
Interest on Borrowings for Working Capital 326.84
Total 470.71

The Commission has reworked the 10WC in accordance with the MYT Regulations,
2011 norms and based on parameters such as the O&M Expenses, Wires ARR and
Supply ARR approved in this Order.

Table 3-50: Interest on Working Capital andSecurity Deposit for WiresBusiness
as approved by Commission for FY 2014-15 (Rs. crore)

FY 2014-15
Particulars MSEDCL | Approved in
Petition this Order
One-twelfth (1/12) of amount of O&M expenses 400 345
One-twelfth (1/12) of sum of the book value of stores,
materials and supplies including fuel on hand at the end of 54 54
each month of financial year
Two months of expected revenue from charges for use of
Distribution Wires 1,543 1,379
Less: Amount held as Security Deposit from Distribution
System Users (577) (577)
Total Working Capital Requirement 1,420 1,200
Rate of Interest (% p.a.) 14.75% 14.75%
Interest on Working Capital 209 177
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FY 2014-15
Particulars MSEDCL | Approved in
Petition this Order
Interest on Security Deposit
Rate of Interest (% p.a.) 8.75% 8.75%
Interest on Security Deposit 51 51

Table 3-51: Interest on Working Capital and Consumers’ Security Deposit for
SupplyBusiness as approved by Commission for FY 2014-15 (Rs crore)

FY 2014-15
Particulars MSEDCL Approved in
Petition this Order

One-twelfth (1/12) of amount of O&M expense 113 153
One-twelfth (1/12) of sum of the book value of stores,
materials and supplies including fuel on hand at the end 6 6
of each month of financial year
Two mgnths of exr_)etcted revenue from sale of 9.189 9189
electricity at prevailing
Less: Amount held as security deposit (5,196) (5,196)
Less: One month equivalent of cost of Power Purchase (3,634) (3,634)
Total Working Capital Requirement 478 518
Computation of working capital interest
Rate of Interest (% p.a.) 14.75% 14.75%
Interest on Working Capital (Actual) 261 -
Interest on Working Capital (Normative) 76
Interest on Security Deposit
Rate of Interest (% p.a.) 8.75%
Interest on Security Deposit 370 370

Accordingly, the lowWCand the Interest on Security Deposits from Consumers and
Distribution System Users approved for FY 2014-15 is as follows:

Table 3-52: 1oWC and Interest on Security Deposit as approved by Commission

FY 2014-15 (Wires+Supply) (Rs. crore)

Particulars Previous MYT MSEDCL Approved in

Order Petition this Order
IoOWC & interest on CSD (wires) 244 260 228
IoWC & interest on CSD (supply) 486 631 446
IoWC &lInterest on CSD 728 891 674
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Under the MYT Regulations, 2011, IoWC expense is a controllable parameter, and
any difference between the actual and the normative 10WC should be considered as
efficiency gain or efficiency loss to be shared among MSEDCL and consumers in
accordance with Regulation 14. The efficiency loss to the extent of the difference
between the actual loWC as per the Audited Accounts and that allowed on normative
basis for FY 2014-15 has been shared accordingly. The details of sharing of gains or
losses are presented in subsequent Sections of this Order.

3.12 Other Finance Charges for FY 2014-15
MSEDCL’s Submission

MSEDCL incurred Other Finance Charges amounting to Rs. 30 crores in FY 2014-15.
These are the Fund raising charges, i.e. Guarantee Charges, Finance Charges, Stamp
Duty and Service Fee, and are as shown in the following Table.

Table 3-53: Other Finance Charges for FY 14-15 as per MSEDCL (Rs. crore)

Particulars MYT Order | Petition
Guarantee Charges 7 6
Finance Charges 22 23
Stamp Duty 2 0
Service Fee i.e. Fund raising
charges 2 2
Other Interest and Charges 4 --
Total Other Finance Charges 38 30

Commission’s Analysis and Ruling

The Commission has verified the above Charges with the Audited Accounts, and
found thesm to be in order.Hence, it has approved the Other Finance Charges as Rs 30
crore for FY 2014-15.

Table 3-54: Other Finance Charges for FY 2014-15 as approved by Commission

(Rs. crore)
Particulars Previous MSEDCL | Approved in this
MYT Order Petition Order
Other Finance Charges 38 30 30

3.13 Provision for Bad Debts for FY 2014-15
MSEDCL’s Submission

MSEDCL has considered the provision for Bad and Doubtful Debts based on the last
audited receivables for FY 2014-15 for the 2"Control Period as given below:
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Table 3-55: Provision for Bad and Doubtful Debts for FY 2014-15 as per
MSEDCL( Rs. crore)

Particulars Previous MYT MSE_I?CL
Order Petition
Provision for Bad Debt 210 347
Receivables 13,983 17,216
% of Receivables 1.50% 2.02%

In reply to data gaps, MSEDCL stated that the gross amount of trade receivables in
Notel7 is Rs. 13203.21 crore, and long-term trade receivables in Notel5 is
Rs.4012.31 crore, amounting to Rs.17216 crore.

Commission’s Analysis and Ruling
The Commission asked MSEDCL to explain the difference between receivables

considered by it for computation of Bad Debtsand the Audited Accounts, asshown
below, of Rs. 301 crore.

Table 3-56: Receivables for FY 2014-15, as per MSEDCL (Rs. crore)

Note No. Particulars RSB[R ,(Al\atjsc.jlg?grgccounts As(lg?'CF;%trltel)on
Note 15 Long-term Trade Receivables 3949
Notel7 Total trade receivables (excluding 12965
amount of GOM subsidy)
Total Receivables 16,915 17,216

In reply, MSEDCL stated that Rs. 16,915 crore is the net Receivables, whereas it has
considered the gross amount of Trade Receivables in Note-17 and Long-term Trade
Receivables in Note-15, as shown in the following Table.

Table 3-57: Reconciliation of Receivables for FY 2014-15, submitted by
MSEDCL (Rs. crore)

Note No. Particulars Amount
Note 15 Long-term Trade Receivable 4,012
Notel7 Total trade receivable (excluding amount of 13,203

GOM subsidy)
Total Receivables 17,216

Considering the above receivables, the Commission has computed the provision for
Bad Debts to be allowed for FY 2014-15as perthe MYT Regulations, 2011 as shown
below:

Table 3-58: Provision for Bad Debts for FY 2014-15 as approved by Commission

Particulars MSEDCL | Approved in
Petition this Order
Receivables for the year(Rs. crore) 17216 17216
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MSEDCL | Approved in
Petition this Order

2.02% 1.50%

Particulars

Opening Balance of Provision of Bad and
Doubtful Debt as % of Receivables

Provision for Bad & Doubtful Debts during the
year(Rs. crore)

347 258

Tthe provision forBad Debts approved for FY 2014-15 is summarised asfollows.

Table 3-59: Summary of approved Provision forBad Debts for FY 2014-15 (Rs

crore)
Particulars Previous MYT MSEDCL Approved in
Order Petition this Order
Provision for Bad Debts 210 347 258

3.14 Other Expenses
MSEDCL’s Submission

MSEDCL has claimed ‘Other Expenses’ comprising interest to suppliers/contractors,
rebate to consumers and Other Expenses, viz. compensation for injuries to staff and
outsiders. The break-up is as shown below:

Table 3-60: Other Expenses for FY 2014-15 as per MSEDCL (Rs. crore)

Particulars AT WA AT MSEDCL Petition
Order

Compensation for injuries, death to staff 2 3
Compensation for injuries, death to others 7 6
Loss on obsolescence of Fixed Assets -- 10
Intangible assets written-off 11 10
Interest on Staff Welfare Fund -- 6
Non Moving Items -- 2
Interest to Suppliers/Contractors (O&M) -- 2
Small and Low value written off -- 0
Others -- 1

Total 20 40

Commission’s Analysis and Ruling

In reply to a query regarding details of Staff Welfare Fund,MSEDCLstated that the
rate of interest offered to the Staff Welfare Fund is 18%, and the balance of Fund as
on 01 April, 2014 was Rs. 33.52 crore.Addition during the year was Rs. 10.73 crore,
and the balance as on 31 April 2015 was Rs. 44.25 crore. MSEDCL further stated
thatthe Fund is collected directly from the salary of employees and is utilized for cash
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prizes, scholarships, educational expenses of the wards of its employees as well as
medical and financial assistance to them.

MSEDCL has claimed Rs. 6 crore towards interest on the Staff Welfare Fund. Based
on replies to queries, it is understood that MSEDCL collects funds from employees
and retains the money whichit could otherwise invest. It then gives interest on
thesecollected funds. The cost in terms of the interest foregone has, therefore, to be
borne by MSEDCL and not consumers. Hence, it has been disallowedby the
Commission.

Under ‘Other Expenses’, MSEDCL has claimed Rs. 1 crore against the head ‘other’
Upon enquiry, MSEDCL stated that this is the amount of Maharashtra Value-Added
Tax (MVAT) credit disallowance/withdrawal, which the Commission has accordingly
allowed.

MSEDCL has claimed Other Expenses on account of loss on obsolescence of Fixed
Assets of Rs. 10 crore in FY 2014-15, and was asked for the the details. MSEDCL
stated that loss on obsolescence of Fixed Assets of Rs. 10 crore in FY 2014-15 is
mainly due to loss of Lines Cables Networks, i.e. HT & LT lines, DTC Works. and
plant& machinery, RSJ Poles, due to natural calamities such as flood cyclone,
hailstorm, etc.

MSEDCL had claimed Rs. 10 croretowards intangible assets written off. However,
upon verification of the Audited Accounts, no such amount was seen in the GFA
Table. Hence, theclaim for this amount is disallowed.

The Commission approved the Other Expenses to the extent of Rs. 24 crore for FY

2014-15.
Table 3-61: Other Expenses for FY 2014-15 as approved by Commission (Rs.
crore)
Particulars Previous MSE_I?CL Approved in
MYT Order Petition this Order
Compensation for injuries, death to staff 2 3 3
Compensation for injuries, death to others 7 6 6
Loss on obsolescence of Fixed Assets - 10 10
Loss on sale of scrap - - -
Intangible assets written-off 11 10 -
Interest on Staff Welfare Fund 6 -
Non Moving Items 2 2
Refund refund of additional supply charges - -
Regular concession in tariff to Powerloom
consumers i i
Interest to Suppliers/Contractors (O&M) 2 2
Small and Low value written- off items 0 0 0
Others 1 1
TOTAL 20 40 24
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3.15 Income Tax
MSEDCL’s Submission

The Commission had approved Income Tax of Rs. 0.04 crore for FY 2014-15 under
the previous MYT Order. However, for truing-up, MSEDCL has not claimed any
Income Tax during FY 2014-15.

Commission’s Analysis and Ruling

The Commission has verified the Audited Accounts for FY 2014-15, and observed
that Income Tax of Rs. 0.04 crore was reported.

MSEDCL clarified that it has not claimed any Income Tax for FY 2014-15. However,
the Audited Accounts for FY 2014-15 show Rs.4.11 lakh as Tax Expenses. These are
notincome Tax expenses, but Wealth Tax expenses for FY 2014-15. MSEDCL had
inadvertently not considered the Wealth Tax of Rs. 4.11lakhin FY 2014-15, which
was requested to be allowed while determining the ARR for FY 2014-15.

Recovery of Income Tax in the electricity regulated business needs to be seen in the
context of the regulated RoE. Under the regulated cost-plus regime, the Commission
needs to ensure that the Licensee earns regulated RoE at the rates specified by it. For
this purpose, ROE is grossed-up at the applicable Income Tax rate, or the Income Tax
is allowed separately on actual basis. This principle is not applicable in case of
Wealth Tax which is a levy linked to asset appreciation rather than RoE.

Hence, the Commission is of the view that separate recovery of Wealth Tax cannot be
allowed. Besides, the MYT Regulations also do not explicitly provides for it.
Accordingly, the Commission has not approved any Wealth Tax for FY 2014-15.

3.16 Transmission Charges for FY 2014-15
MSEDCL’s Submission

The Commission has approved Transmission Charges for FY 2014-15 in its InSTS
Tariff Order in Case No. 123 of 2014, and theMSLDC Charges in its Order in Case
No. 178 of 2013. These have been applied for FY 2014-15. The Transmission
Charges claimed by MSEDCL are as shown in the following Table:

Table 3-62: Transmission Charges for FY 2014-15 as per MSEDCL (Rs. crore)

Particulars revious etition
MYT Order Petition
T_ransmlssmn Charges paid to Transmission 5490 5,475
Licensee

Commission’s Analysis and Ruling

The Commission has takenTransmission Charges as per the Audited Accounts,as
submitted by MSEDCL.
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Table 3-63: Transmission Charges for FY 2014-15 as per Commission (Rs. crore)

e Previous MSEDCL Approved in this
MYT Order Petition Order
Transm!ss!on _Charges paid to 5,490 5,475 5.475
TransmissionLicensee

3.17 Contribution to Contingency Reserves for FY 2014-15
MSEDCL’s Submission

Considering its precarious financial condition and unavailability of sufficient funds to
discharge its various liabilities, it was not feasible for MSEDCL to make any
contribution to Contingency Reserves. Accordingly, it has notbeen claimed in the
ARR of FY 2014-15.

Commission’s Analysis and Ruling

The Commission asked for the details of accumulated Contingency Reserve Fund till
FY 2015-16, which MSEDCL submitted as in the following Table.

Table 3-64: Details of accumulated Contingency Reservesubmitted by MSEDCL

(Rs. crore)

Particulars FY 2013-14 | FY 2014-15 | FY 2015-16
Opening Balance of 298 381 476
Contingency Reserve
Addition during the year 83 95 NA
Closing Balance of Contingency 381 476
Reserve
Opening GFA 33,268 37,840 41,873
Closing GFA 37,840 41,873 47,470

As per the Audited Accounts for FY 2014-15, Rs. 95 crore has been booked as
contribution to Contingency Reserve. However, MSEDCL confirmed that no such
contribution was made as is specified under the MYT Regulations because of its
precarious financial condition. While a minimum contribution of 0.25% of GFA is
expected every year for reasons of prudence, the Commission has considered
MSEDCL’s submission, and also notes that such annual contributions have how been
proposed over the 3™ Control Period.Hence, the Commission has not considered any
contribution to Contingency Reserve in FY 2014-15.

Page 144 of 617 Case No. 48 of 2016




MYT Order of MSEDCL for the period from FY 2016-17 to FY 2019-20

Table 3-65: Contribution to Contingency Reservefor FY 2014-15 as per
Commission (Rs. crore)

Previous MSEDCL Approved in

Particulars MYT Order | Petition this Order

Contribution to Contingency Reserve

3.18 Incentives and Discounts for FY 2014-15
MSEDCL’s Submission
In FY 2014-15, MSEDCL has paid Rs. 246 crore as incentives/discounts to
consumers for timely payment of bills,as against Rs. 230 crore approved in the
previous MYT Order:
Table 3-66: Incentives/discounts for FY 2014-15 (Rs. crore)
Particulars Previous MSEDCL
MYT Order Petition
Incentives/Discounts 230 246
Commission’s Analysis and Ruling
The Commission has verified the incentive/discounts from the Audited Accounts and
takenthe actuals as submitted by MSEDCL for FY 2014-15.
Table 3-67: Incentives/discounts for FY 2014-15 approved by Commission(Rs.
crore)
Particulars Previous MYT MSEDCL Approved in
Order Petition this Order
Incentives/Discounts 230 246 246
3.19 RLC Refund for FY 2014-15

MSEDCL’s Submission

During FY 2014-15, MSEDCL has refunded Rs. 46 crore of Regulatory Liability
Charge (RLC) as against the RLC Refund of Rs. 38 crore approved by Commission in
its previous MYT Order.

Commission’s Analysis and Ruling

The Commission asked for the year-wise break-up of RLC refund, and the remaining
balance as on 1 April, 2015. MSEDCLsubmitted the year-wisebreak-upas follows.
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3.20

Table 3-68: RLC Refund for FY 2014-15, as submitted by MSEDCL

RLC Refund Amount
(Rs. crore)
FY08-09 455
FY 09-10 639
FY 10-11 516
FY 11-12 419
FY 12-13 462
FY 13-14 402
FY 14-15 46
FY 15-16* 4
Total 2,943

* Upto Feb-16

Under the Commission’s directions in Order dated April 2, 2008 in Case Nos. 47 and
92 of 2007 on MSEDCL’s Review Petition regarding refund of RLC, MSEDCL has
to refund around Rs. 3227 crore collected through RLC from December, 2003 to
September, 2006.

The Commission has verified the RLC refund made by MSEDCL from the Audited
Accounts, and considered the RLC refund as submitted by it for FY 2014-15.

Table 3-69: RLC Refund approved by Commission for FY 2014-15 (Rs. crore)

Particulars Previous MYT MSEDCL Approved in
Order Petition this Order
RLC Refund 38 46 6

Additional Supply Charge Refund for FY 2014-15
MSEDCL’s Submission

MSEDCL has refunded Rs. 2 crore of ASC during FY 2014-15 as per the Audited
Accounts.The remaining ASC refund may be allowed as and when MSEDCL refunds
it to eligible consumers in future.

Commission’s Analysis and Ruling

The Commission asked for the the year-wise break-up of ASC refund and remaining
balance as on 1 April, 2015, which MSEDCL submitted as given in thefollowing
Table.

Table 3-70: ASC Refund for FY 2014-15, as submitted by MSEDCL

Amount
Rs. crore)

FY 09-10 461

ASC Refund
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ASC Refund Amount

Rs. crore)
FY 10-11 213
FY 11-12 17
FY 12-13 2.42
FY 13-14 0.05
FY 14-15 1.92
FY 15-16* 0.88
Total 697

* Upto Feb-16
The Commission has considered the ASC Refund as submitted by MSEDCL for FY

2014-15.
Table 3-71: ASC Refund approvedby Commission for FY 2014-15 (Rs. crore)
Particulars Previous MYT MSEDCL Approved in
Order Petition this Order
ASC Refund - 2 2

3.21 Net Prior Period Expenses/ (Income) and Exceptional Items for FY 2014-15
MSEDCL’s Submission

MSEDCL has claimed net Prior Period Expenses/ (Income) Rs. (1716.71) crore and
Exceptional Items of Rs (1003.54) crore, totalling Rs. (2720.25) crore in FY 2014-15.
As sought, MSEDCLthebreak-up of this amount showing the Prior Period Expenses
and Prior Period Income considered for arriving at this figure and reconciliation of the
heads forming Prior Period Expenses/Income with the Audited Accounts for FY
2014-15.

As per the Audited Annual Accounts, theNet Prior Period Expense/ (Income) credited
is reported as Rs. 1213 crore. The prior period items as defined in the AS (Accounting
Standards) - 5 are items of income or expenses which arise in the current period as
result of errors or omissions in the financial statements of one or more prior periods.
Further, even though the expenses claimed are prior period items, since they have
been accounted for in the Books of Account in FY 2014-15, they have been claimed
by MSEDCL for that year. The break-up of Prior Period Expenses is shown below:

Table 3-72: Net Prior Period Expenses/ (Income) for FY 2014-15

Particulars Amount (Rs. crore)
Income relating to Previous Year

Receipts from Consumers 124
Interest Income 0
Excess Provision for Depreciation 1,007
Other Excess Provision 134
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Particulars Amount (Rs. crore)
Other Income 823
SUB TOTAL (A) 2,088
Expenses / Losses relating to Previous Year

Short Provision for Power Purchase 132
Adjustment to Past Billing 239
SUB TOTAL (B) 372
Net prior period expenditure C = (B) - (A) (1,717)

Commission’s Analysis and Ruling

In reply to a query, MSEDCL stated that it has provided the details of Prior Period
Expenses/ (Income) and Exceptional Items in the Petition. Considering the
methodology adopted by Commission in the past, it has claimed the Prior Period
Expenses/(income) for FY 2014-15 as per the details shown in the following Table
along with reconciliation with the Audited Accounts.

Table 3-73: Net Prior Period Expenses/Income for FY 2014-15 as per Annual
Accounts and as claimed, submitted by MSEDCL (Rs. crore)

Particulars AsApggoﬁg?sual MCS:FaIiDan:L
(31 March, 2015)

Income relating to Previous Year

Receipts from Consumers 124.43 124.43
Interest Income 0.26 0.26
Excess Provision for Depreciation 1,006.76 1,006.76
Excess Provision for Interest and Finance Charges 33.63 -
Other Excess Provision 133.58 133.58
Excess Provision for Power Purchase - -
Other Income 823.21 823.21
SUB TOTAL (A 2,121.87 2,088.24
Expenses / Losses relating to Previous Year - -
Short Provision for Power Purchase 132.46 132.46
Operating Expenses 9.63 -
Depreciation under provided 494.21 -
Interest and Other Charges 10.08 -
Administration Expenses 15.11 -
Material Related Expenses 8.01 -
Adjustment to Past Billing 239.07 239.07
SUB TOTAL (B) 908.56 371.53
Net Prior Period Expenditure/(Income)

C=(B)-(A) (1,213.31) (1,716.71)
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From the Reconcililation Statement presented above, the Commission observes that
MSEDCL has not claimed prior period items such as operating expenses,
depreciation, interest and Finance Charges, material related expenses, etc., as these
expenses have been approved in the respective years as per the applicable norms and
upondetailed scrutiny. This is in line with the treatement given by the Commission in
its earlier Order.

After scrutiny of the submissions and verifying these from the Audited Accounts, the
Commission has approved the net Prior Period Income/Expense of Rs (1716.71) crore
as claimed by MSEDCL.

3.22  Exceptional Items
MSEDCL’s Submission

Due to change in the accounting policy for Government Grants, Subsidy and
Consumer Contribution, an amount of Rs.1003.54 crore is booked as Other Income —
Exceptional Item in FY 2014-15 as per Note 30.10 of the Annual Accounts.

During the year,it has changed its accounting policy for crediting amounts received as
Government Grants, Subsidies and consumers’ contribution towards the cost of Fixed
Assets, which are credited to the capital reserve and transferred to the Statement of
Profit and Loss over 15 years equally with effect from the financial year under
consideration.

Earlier, an amount equal to depreciation on the assets created out of such
unconditional Government grants and consumers’ contributions used to be credited to
the Statement of Profit and Loss.Grants received conditionally used to be treated as
deferred income over fifteen years equally from the year of receipt of such grant.

The*“Net Profit or Loss for the Period, Prior Period Items and Changes in Accounting
Policies” defined in the AS 5 provides the guidance for change in accounting policies
as under:

“A change in an accounting policy should be made only if the adoption of a
different accounting policy is required by statute or for compliance with an
accounting standard or if it is considered that the change would result in a
more appropriate presentation of the financial statements of the enterprise.”

In view of the attention invited in the independent Auditors’ Report on the financial
statements for the previous year and the practical difficulty in giving effect to the
earlier policy of crediting an amount equal to depreciation on the assets created out of
such Grants / Contributions to the Statement of Profit and Loss as per AS-12, the
MSEDCL management believed that the adoption of the new accounting policy
results in more relevant and reliable information about the financial position as the
average useful life of the relevant assets ranges between 15 to 17 years, which fulfils
the purpose of AS-12.
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3.23

Therefore, due to the change in the accounting policy, an amount of Rs.1003.54 crore
is booked as Other Income — Exceptional Item during the year.

Commission’s Analysis and Ruling

The Commission has verified the submissions made by MSEDCL regarding
Exceptional Items and has approved theseas per the Audited Accounts for FY 2014-
15.

Income from Wheeling Charges for FY 2014-15
MSEDCL’s Submission
MSEDCL had an income from Wheeling Charges of Rs. 3 crore during FY 2014-15.

Table 3-74: Income from Wheeling Charges for FY 2014 -15 as per MSEDCL
(Rs. crore)

Particulars Previous MSEDCL
MYT Order Petition
Income from Wheeling Charges 20 3

3.24

Commission’s Analysis and Ruling

The Commission has verified the income from Wheeling Charges from the Audited
Accounts and has considered them accordingly.

Table 3-75: Income from Wheeling Charges approved for FY 2014 -15(Rs crore)

MSEDCL
Petition

Previous Approved in

Particulars MYT Order this Order

Income from Wheeling Charges 20 3 3

Income from Open Access Charges
MSEDCL’s Submission
MSEDCL received an income from OA Charges of Rs. 380 crore during FY 2014-15.

Table 3-76: Income from Open Access Charges FY 2014 -15 as per MSEDCL
(Rs. crore)

. Previous MSEDCL
FEIHIELIENS MYT Order Petition
Income from OA Charges 296 380

Commission’s Analysis and Ruling

The Commission asked MSEDCL whether Wheeling Charges for such OA
transactions within DF areas have been considered under the revenue inFY 2014-15
fordistribution, and for details of revenue from OA sales.MSEDCL stated that the
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Wheeling Charges for OA transactions within DF areas have been considered under
the revenue from FY 2014-15 from DF as per the mutually agreed terms.

The Commission has approved the income from OA Charges as submitted by
MSEDCL.

Table 3-77: Income from OA Charges approved for FY 2014-15 (Rs. crore)

. Previous MSEDCL | Approved in
PRI MYT Order | Petition this Order
Income from OA Charges 296 380 380

3.25 Deemed Revenue on account of change of category

Commission’s Analysis and Ruling

The Commission, in the previous MYT Order, had provisionally considered a deemed
revenue of Rs. 102 crore in FY 2014-15 on account of MSEDCL allowing shifting of
consumers from the HT-I Continuous to HT-1 Non-Continuous categorybeyond the
time limitearlier stipulated by the Commission. The Commission had directed
MSEDCL to submit the actual loss of revenue on this account along with its next
ARR Petition.However, MSEDCL has neither submitted any data on actual loss of
revenue with the present Petition as was directed, nor has it considered any deemed
revenue on that account.

However, the Commission’s subsequent review Order dated 19 August, 2016 in Case
No. 94 of 2016 deals with this issue. In that Order, MSEDCLhas been directed to
assess its impact after examining all the applications for change of category received
by it which merit revision, based on the principles settled in the review Order,
including the impact on account of any selective, inconsistent or discriminatory
treatment given to different applicants, and to submit it to the Commission within
three months, i.e. by 19 November, 2016.In reply to a query, MSEDCL stated these
facts, and that the required details would be submittedin line with the directives in the
review Order within the stipulated time.

The Commission shall take a final decision in the matter consideringthe submissions
expected from MSEDCL. Hence, for the purpose of truing-up of FY 2014-15, the
Commission has not considered any revenue on account of such change of
categoryfrom Continuous to Non-Continuous in the present Order.

Table 3-78: Deemed Revenueon account of change in category for FY 2014-15, as
considered by Commission (Rs. crore)

. Previous MSEDCL | Approved in
PRSI MYT Order Petition this Order
Deemed Revenue on account of change of 102 ) )
category
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3.27

Revenue for FY 2014-15
MSEDCL’s Submission

The total revenue in FY 2014-15 based on Audited Accounts wasRs. 55,707 crore,
which comprised revenue from sale of power of Rs. 55,135 crore, income from
trading of surplus power of Rs. 189 crore, income from Wheeling Charges of Rs. 3
crore and income from OA of Rs. 380 crore.

Table 3-79 : Revenue for FY 2014-15 as per MSEDCL (Rs crore)

MSEDCL
Petition

55,135

Previous
MYT Order

55,259

Particulars

Revenue from Sale of Power
Commission’s Analysis and Ruling

The Commission verified the revenue from the Annual Accounts for FY 2014-15. The
total revenue in FY 2014-15 was Rs. 55,707 crore, which comprises revenue from
sale of power of Rs. 55,135 crore, as claimed by MSEDCL. The Commission has
approved the revenue from sale of power accordingly.

Table 3-80 : Revenue for FY 2014-15 as approved by Commission (Rs. crore)

Approved in
this Order

55,135

MSEDCL
Petition

55,135

Previous
MYT Order

55,259

Particulars

Revenue from Sale of Power

Income from Trading of Surplus Power
MSEDCL’s Submission

MSEDCL has received income of Rs.189 crore from trading of surplus power, as
against Rs.180 croreearlier approved by the Commission, i.e. Rs..9 crore more.

Commission’s Analysis and Ruling
The Commission has considered the income from trading of surplus power as
submitted by MSEDCL.

MSEDCL has claimed Rs. 189 crore as income from trading of surplus power. It
wasasked for the the month-wise surplus traded power quantum (MU) and rate at
which it was traded in FY 2014-15.MSEDCL has submitted the month-wise break-up
of the total quantum of 580 MU traded surplus as below:

Table 3-81 : Month-wise Trading Surplus, as submitted by MSEDCL

Month il .
MU | Amount | Rate/unit
Apr-14 2.4 0.57 2.38
May-14 10.25 2.5 2.44
Jun-14 32.54 7.84 2.41
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Month Sl -
MU | Amount | Rate/unit
Jul-14 115.15 33.31 2.89
Aug-14 109.96 36.04 3.28
Sep-14 35.52 12.32 3.47
Oct-14 3.55 3.29 9.27
Nov-14 61.23 14.92 2.44
Dec-14 126.56 27.28 2.16
Jan-15 158.99 34.07 2.14
Feb-15 21.88 7.44 3.40
Mar-15 27.51 8.9 3.24
Total 705.54 [ 188.48 2.67

The Commission has considered the income from trading
submitted by MSEDCL.

of surplus power as

Table 3-82 : Income from Trading Surplus for FY 2014-15 as approved by
Commission (Rs. crore)

Particulars Previous MSEDCL Approved in
MYT Order Petition this Order
Income from Trading Surplus 180 189 189

3.28
MSEDCL’s Submission

MSEDCL received Non-Tariff Income of Rs. 1,958 croreas against Rs. 1,761

Non-Tariff Income for FY 2014-15

croreearlier approved, i.e. Rs. 197 crore more.
Table 3-83 :Non-Tariff Income for FY2014-15 as per MSEDCL (Rs. crore)

Particulars Previous MSEDCL
MYT Order Petition
Non-Tariff Income 1,761 1,958

Non-Tariff Income increased by Rs. 333.38 croreover FY 2013-14 mainly because
MSEDCL had changed its accounting policy for crediting amounts received as
Government Grants, Subsidies and Consumers’ Contribution towards cost of Fixed
Assets in FY 2014-15. This amount increased to Rs. 455.30 crorefrom Rs. 46.56
crorein FY 2013-14.
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Commission’s Analysis and Ruling

The Commission has considered Non-Tariff Income as per the Audited Accounts for
FY 2014-15.

Table 3-84: Non-Tariff Income for FY2014-15 as approved by Commission (Rs.
crore)

Particulars Previous MSEDCL Approved in
MYT Order Petition this Order
Non-Tariff Income 1,761 1,958 1,958

3.29 Compensation paid by MSEDCL
Commission’s Analysis and Ruling
The Commission asked for details of compensation/penalty paid as per the Orders of
the Commission, CGRF, Electricity Ombudsman and other forums. MSEDCL
submitted the following details.
Table 3-85: Compensation/Penalty paid, as submitted by MSEDCL (Rs. crore)
Particulars FY 2014-15
Amount of Compensation / Penalty paid 0.07
By its very nature, no such compensation or penalty or compensation can be allowed
to be recovered through the ARR. Accordingly, that amount has been reduced from
the ARR.
3.30 Sharing of Efficiency Gains and Losses for FY 2014-15
MSEDCL’s Submission
MSEDCL has considered the expense and revenue heads for FY 2014-15 taking the
actual amounts as per the Audited Accounts. However, parameters such as O&M
Expenses and IoWC, for which specific norms have been specified in the MYT
Regulations, have been calculated on normative basis.
O&M Expenditure
The actual O&M expenses as per the Audited Accounts for FY2014-15 arehigher than
allowed on normative basis.
Table 3-86: O&M Expenses Approved vs. Actual as per MSEDCL (Rs. crore)
Approved £y 2/3 of Ef%ilgi::c Net
Particulars in Previous 2014-15 Gain/ EfficiencyGains/ Gains/loss)és Entitlement
MYT Actual (Loss) Losses retained by passed on to aftgr
Order MSEDCL e sharing
O&M Expenses 5,957 6,158 (201) (134) 67 6,024
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Interest on Working Capital

IoWC expenses as per the Audited Accountsare higher than allowed on normative
basis.

Table 3-87: Interest on Working Capital Approved vs. Actual as per
MSEDCL(Rs. crore)

Approved Fy 2/3 of Ef%i/c3i(§)r]:c Net
. Previous Gain/ EfficiencyGains/ . y Entitlement
Particulars 2014-15 - Gains/losses
MYT Actual (Loss) Losses retained by assed on to after
Order MSEDCL P sharing
consumer
loWwC 188 471 (283) (188) 94 282

Distribution Loss

There is under-achievement of 0.42%againstthe Distribution Loss reduction target in
FY 2014-15 compared to the trajectory approved in the MYT Business Plan
Order.Therefore, this efficiency loss has to be shared between MSEDCL and the
consumers in accordance with the MYT Regulations,2011. Accordingly, MSEDCL
has calculated this efficiency loss based on the actual average billing rate in FY 2014-
15, as shown in the Table below:

Table 3-88: Efficiency Loss due to higher Distribution Loss in FY 2014-15 as per

MSEDCL
Particulars Unit QUL

(Rs. crore)

Normative Distribution Losses % 13.75%

Actual Distribution Losses % 14.17%

Actual energy input MU 1,10,458

Normative sales MU 95,270

Actual sales MU MU 94,805

Additional/ (lower) sales due to lower

Distribution Loss MU (466)

Average Billing Rate* Rs/ kWh 5.81

Additional/ (lower) revenue due to higher

Distribution Loss Rs. crore (270)

Efficiency Loss to be retained by

MSEDCL Rs. crore 180

Efficiency Loss passed on to consumers Rs. crore 90

*Based on “Revenue from sale of power” as per Schedule 21 of Audited Accounts of
MSEDCL excluding stand-by charges, Miscellaneous charges from consumers, Wheeling
Charges and Line Maintenance Charges.
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The net impact of sharing of gains and losses is a reduction inthe ARR by Rs.232
crore.The total impact of sharing of gains and losses of various components is
summarised in the following Table.

Table 3-89: Total Impact of sharing of Gains and Losses for FY 2014-15, as
submitted by MSEDCL (Rs. crore)

213 of C
oartioulars Previous | FY2014-15 | Gain/ | EfficiencyGains/ | H'OeY | NeU
MYT Order Actual (Loss) Losses retained d .
by MSEDCL passed onto | after sharing
consumers

O&M Expenses 5,957 6,158 (201) (134) 67 6,024
Interest on
Working Capital 188 471 (283) (188) 94 282
Sharing of revenue
due to higher (270) (180) 90 90
Distribution Loss
Total 6,145 6,628 (754) (502) 251 6,396

Commission’s Analysis and Ruling

The impacts of sharing of gains and losses as reported in the text (Rs. 232 crore) and
in the above Table (Rs. 251 crore) by MSEDCL are different. The Commission has,
however, independently analysed the impact of sharing of gains and losses as
elaborated below.

Regulations 12, 13 and 14 of the MYT Regulations, 2011 specify the controllable and
uncontrollable parameters, mechanism of pass-through of gains and losses on account
of uncontrollable parameters, and the mechanism for their sharing on account of
controllable parameters as follows:

“14.1 The approved aggregate gain to the Generating Company or
Transmission Licensee or Distribution Licensee on account of controllable
factors shall be dealt with in the following manner:

(@) One-third of the amount of such gain shall be passed on as a rebate in
tariff over such period as may be stipulated in the Order of the Commission
under Regulation 11.6;

(b) The balance amount, which will amount to two-third of such gain, may be
utilised at the discretion of the Generating Company or Transmission
Licensee or Distribution Licensee.
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14.2 The approved aggregate loss to the Generating Company or
Transmission Licensee or Distribution Licensee on account of controllable
factors shall be dealt with in the following manner:

(@) One-3rd of the amount of such loss may be passed on as an additional
charge in tariff over such period as may be stipulated in the Order of the
Commission under Regulation 11.6; and

(b) The balance amount of loss shall be absorbed by the Generating Company
or Transmission Licensee or Distribution Licensee.

14.3 Gains and losses on account of controllable factors during the
2ndControl Period shall be shared with the consumers at the time of Mid-term
Performance Review and also at the time of tariff determination process of the
ThirdControl Period.*

The actual O&M Expenses and lIoWC claimed by MSEDCL as per the Audited
Accounts for FY 2014-15 are higher than the normative. One-third of the efficiency
gain/ (loss)has been passed on to consumers and two-thirds allowed to be retained by
MSEDCL. The summary of sharing of efficiency gains/(loss) on account of O&M
Expenses,loWCand Distribution Loss as approved by the Commission are shown in
the Tables below.

Table 3-90: Sharing of Gains/Loss onO&M and 1oWC Expenses, approved by
Commission (Rs. crore)

Fy 2/3 of 1/3 of Net
) FY EfficiencyG Efficiency .
Particulars Azoigvigin 2014-15 | Gain/(Loss) | ains/Losses | Gains/Losses Ent;cflferpent
tﬁg Order Actual retained by passed on to sharin
MSEDCL | consumer g
O&M Expenses 5979 | 6158 | (179) (119) 60 6038
lowC 254 471 (217) (145) 72 326

Table 3-91: Sharing of Efficiency Loss due
approved by Commission

to higher Distribution Losses, as

FY 2014-15
Particulars MSEDCL Approved in
Petition this Order

Normative Distribution Losses 13.75% 13.75%
Actual Distribution Losses 14.17% 16.36%
Actual energy input at the dist. Periphery 110,458 110,458
Normative Loss 15188 15,188
Normative sales (incl. OA & credit sales) 95,270 95,270
Actual sales 94,805
Approved sales (Incl. OA & credit sales) 92,391
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FY 2014-15
Particulars MSEDCL Approved in
Petition this Order
Additional/ (lower) sales due to higher Distribution Loss | (466) 2,879
Average Billing Rate 5.81 5.81
Loss of Revenue on account of lower energy sales (270) 1,673
Efficiency Loss to be borne by the consumers 90 558
Efficiency Loss to be retained by MSEDCL 180 1,115

3.31 Segregation of Wires and Supply ARR

In its Business Plan Order dated 26 August, 2013 (Case No. 134 of 2012), the
Commission approved the percentage segregation of the ARR into Wires Business
and Supply Business. MSEDCL has considered the same in the present Petition. The
Allocation Matrix is reproduced in the following Table. Based on this, MSEDCL has
presented the Wires and Supply ARRs for FY 2014-15. As elaborated in earlier
paragraphs, the Commission has undertaken a component-wise analysis of the
respective ARRs in accordance with the Regulations, and has approved them as set

out in the subsequent paragraphs.

Table 3-92 : Ratio of allocation of expenses to Wires and Supply Businesses

Sl Particulars W|_res Supply
No. Business | Business
1. Power purchase expenses — Fixed Charges 5% 95%
2. Power purchase expenses — Variable Charges 0% 100%
3. Employee expenses 75% 25%
4. Administration and General expenses 75% 25%
5. Repair and Maintenance expenses 95% 5%
6. Depreciation 90% 10%
7. Interest on long-term loan capital 90% 10%
8. Interest on Working Capital 100% 0%
9. Other Finance Charges 90% 10%
10. | Provision for Bad Debts 10% 90%
11. | Other Expenses 0% 100%
12. Income Tax 90% 10%
13. | Transmission Charges paid to Transmission Licensee 0% 100%
14. | Contribution to Contingency Reserves 90% 10%
15. Incentives and discounts 0% 100%
16. Return on equity capital 90% 10%
17. Non-Tariff Income 0% 100%
18. Income from Wheeling Charges 100% 0%
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3.32 Aggregate Revenue Requirement for FY 2014-15

Based on the analysis, the summary of ARR for the Wires Business and Supply
Business, as claimed by MSEDCL and as trued-up by the Commission, for FY 2014-

15 is presented in the Tables below.

Table 3-93: ARR for Wires Business for FY 2014 -15 as approved by

Commission (Rs. crore)

: Approved in
PRI ELELE Nll?etEiEcﬁlL tE?s Order

Operation & Maintenance Expenses 4,799 4,138
Depreciation 1,873 1,458
Interest on Loan Capital 1,360 1,509
Interest on Workir_lg C_:api_tal& Interest on deposit from 260 298
Consumers and Distribution System Users
Other Finance Charges 27 27
Provision for Bad and Doubtful Debts 35 26
Income Tax -- -
Contribution to Contingency Reserves -- -
Total Revenue Expenditure 8,353 7,386
Add: Return on Equity Capital 1,286 1,269
Aggregate Revenue Requirement 9,639 8,654
Less: Income from Wheeling Charges 3 3
Less: Income from Open Access Charges 380 380
Aggregate Revenue Requirement from Distribution Wires 9,256 8,271

Table 3-94: ARR for Supply Business for FY 2014 -15 as approved by

Commission (Rs. crore)

Particulars MSEPCL Approved I
Petition this Order

Power P_ur_chase Expenses (incl. Inter-State 43,614 43,614
Transmission Charges)
Operation & Maintenance Expenses 1,359 1,841
Depreciation 208 162
Interest on Loan Capital 151 168
Interest on Working Capital& Interest on deposit 631 446
from Consumers and Distribution System Users
Other Finance Charges 3 3
Provision for Bad and Doubtful Debts 313 232
Other Expenses 40 24
Intra-State Transmission Charges incl. MSLDC Fees 5,475 5,475
& Charges
Income Tax -

Contribution to Contingency Reserves
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. MSEDCL Approved in
FEIRELIETE Petition tf]?s Order

Incentives/Discounts 246 246
Prior Period Expenses/(Income) and Exceptional (2,720) (2,720)
Items
DSM expenses -
Total Revenue Expenditure 49,319 49,490
Add: Return on Equity Capital 161 159
Aggregate Revenue Requirement 49,480 49,649
Less: Non-Tariff Income 1,958 1,958
Less: Amount of Compensation paid by MSEDCL to i 0.07
consumers
Add: RLC refund 46 46
Add: ASC refund 2 2
éggrr)zlegate Revenue Requirement from Retail 47,570 47,740

Table 3-95 : ARR for FY 2014 -15 (Wires + Supply) as approved by Commission

(Rs. crore)

Approved

Particulars Nll?etEit[i)c():nL ?I’? this

Order

Power Purchase Expenses 43,614 43,614
Operation & Maintenance Expenses 6,158 5,979
Depreciation Expenses 2,081 1,620
Interest on Loan Capital 1,511 1,677
Interest on Working Capital& Interest on deposit from 891 674

Consumers and Distribution System Users

Other Finance Charges 30 30
Provision for Bad and Doubtful Debts 347 258
Other Expenses 40 24
Income Tax - -
Intra-State Transmission Charges MSLDC Charge 5,475 5,475
Incentives/Discounts 246 246
Contribution to Contingency Reserves - -
Prior Period Expenses and Exceptional Items (2,720) (2,720)
DSM expenses -
Total Revenue Expenditure 57,672 56,876
Add: Return on Equity Capital 1,447 1,428
Aggregate Revenue Requirement 59,119 58,304
Less: Non-Tariff Income 1,958 1,958
Less: Income from Wheeling Charges 3 3
Less: Income from Open Access Charges 380 380
Less: Deemed Revenue on account of change of category - -

Page 160 of 617

Case No. 48 of 2016




MYT Order of MSEDCL for the period from FY 2016-17 to FY 2019-20

Approved
Particulars NFl,SE.'?CL ?r? this
etition

Order

Less: Amount of Compensation paid by MSEDCL to consumers - 0.07
Add: RLC refund 46 46
Add: ASC refund 2 2
Add: Effect of sharing of gains/losses (232) (983)
Aggregate Revenue Requirement from Retail Tariff 56,594 55,028
Less: Revenue from Sale of Power 55,135 55,135
Less: Revenue from Trading Surplus 189 189
Revenue Gap/(Surplus) 1,271 (296)
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4.1

PROVISIONAL TRUE-UP OF FY 2015-16

Provisional Sales in FY 2015-16
MSEDCL’s Submission

MSEDCL has submitted the provisional Energy Sales as 87,901MU against 86,966
MU approved in the previous MYT Order. The category-wise provisional Energy
Sales for FY 2015-16, excluding sales in two DF areas (Bhiwandi and Nagpur), are

shown in the following Table:

Table 4-1: Energy Sales (MU) for FY 2015-16 as submitted by MSEDCL

Category Flios by MSE.[.)CL Deviation
Order Petition

Residential 18,132 17,972 (160)
Commercial 6,217 6,196 (21)
HT-Industries 26,362 22,720 (3,642)
LT-Industries 6,286 6,260 (26)
PWW 2,054 2,073 19
Street Light 1,632 1,614 (18)
Agriculture 23,315 28,496 5,181
Public Services 1,063 1,174 111
Railways 1,505 983 (522)
Others 400 414 14
Total 86,966 87,901 935

Due to the overall economic conditions and OA, there has been a substantial decrease
in the HT Industrial category sales. Moreover, from November, 2015, the
consumption of Railway Traction in the Railways category has reduced significantly
on account of recognition of the Deemed Distribution Licensee status of Railways.

There has been an increase of around 7% in the Agriculture category sales in FY
2015-16 over the actual sales reported for FY 2014-15. The Agriculture Consumption
Committee is preparing a Report on assessment of un-metered agriculture
consumption. Once the Report isfinalised, the corresponding changes in the
Agriculture sales may be carried out based on its findings.

Commission’s Analysis and Ruling

The major variation in sales compared to the sales approved in the previous MYT
Order is in the Industrial, Railways and Agriculture categories. As regards the
Agriculture category, the Commission has re-estimated the AG Index
(kWh/HP/Annum) based on Circle-wise Feeder-level data provided by MSEDCL for
FY 2014-15. Therationale and methodology for estimation of the AG Index has been
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elaborated in the earlier Chapter of this Order.Till the Report of the study becomes
available, the Commission will consider the AG Index (kWh/HP/Annum) derived for
FY 2014-15 for estimation of AG sales for FY 2015-16 as well. Accordingly, the
following Table summarises MSEDCL’s submissions and the now approved figures
of AG Energy Sales, consumers, Connected Load and AG Indices for FY 2015-16.

Table 4-2: AG Sales for FY 2015-16, as approved by Commission

Particulars MSE.[.)CL AmeVEd I
Petition this Order
No. of Consumers (In lakh)*
Un-Metered 15.91 15.91
Metered 23.96 23.52
Total 39.86 39.43
Connected Load (in lakh HP)*
Un-Metered 83.42 83.42
Metered 116.63 116.20
Total 200.05 199.62
Energy Sales (MU)
Un-Metered 12,003 10,362
Metered 15,501 13,743
Total 27,505 24,105
AG Index (KWh/HP/Annum)
Un-Metered 1,439 1,242
Metered 1,329 1,183
Total 1,375 1,209
AG Index (Hours/Annum)
Un-Metered 1,929 1,665
Metered 1,782 1,585
Total 1,843 1,620

*Approved figures of No. of Consumers and Connected Load are as
pertheadditional submissions of MSEDCL.

Considering the above revision in the approved Agriculture sales, the approved total
sales for MSEDCL have been revised as shown in the Table below.

Table 4-3: Approved Sales (MU) for FY 2015-16

Particulars Previous MSEPCL Approved in
MYT Order Petition this Order
HT Sales
HT Sales - MSEDCL 33,585 29,447 29,447
LT Sales
LT Sales - Excluding AG Sales 30,938 30,950 30,950
LT Sales - AG Sales 22,443 27,505 24,105
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Particulars Previous MSEDCL | Approved in
MYT Order Petition this Order
MSEDCL Sales(HT and LT) 86,966 87,901 84,502
Energy Sales in DF Areas 5,250 4,115 4,115
HT Sales - Open Access (Conventional) 5,928 5,928
HT S_ales - RE Open Access and HT 420 420
Credit
Total Energy Sales (including DF
Areas, Open Access and Credit Sales) 92,216 98,364 94,965

4.2

Energy Balance for FY 2015-16
MSEDCL’s Submission

MSEDCL has submitted the Energy Balance based on the power procurement (within
and outside State), estimate of sales including sales within the DF area, energy units
handled for OA, estimate of Transmission Loss (within and outside State) and
Distribution Losses for FY 2015-16.

While calculating the Energy Balance as a whole, in the overall sales of MSEDCL it
has also taken the sale to the consumers of the DF area. MSEDCL has also taken OA
sales, HT and Renewable OA credit sales to arrive at the total energy available for
sales. The HT Credit Sales refers to the excess sale reported due to difference in
metering cycles and change in billing cycles,andcaptive OA sale shown in the Energy
Balance.Renewable OAcredit sale refers to the net units given to HT consumers as
credit in their bills against the energy pumped by them into the grid (mainly wind
energy Generators).

Table 4-4: Energy Sales (MU) of MSEDCL for Energy Balance of FY2015-16, as
submitted by MSEDCL

Particulars Previous MYT MSEDCL
Order Petition
Energy Sales by MSEDCL for FY 2015-16 86,966 87,901
Add: Category-wise sales in DF area 5,250 4,115
Add: OA Sales (Conventional) 5928
Add: HT and Renewable OA 420
Total Energy Available for Sales 92216 98365

Considering the above energy available for sale in FY 2015-16, MSEDCL has
calculated the Energy Balance.While calculating the overall Distribution LoSS,
MSEDCL has taken the entire sales instead of voltage-wise sales.

The following Table shows the estimated Energy Balance for FY 2015-16 as
submitted by MSEDCL.
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Table 4-5: Energy Requirement and Energy Balancefor FY2015-16as submitted

by MSEDCL
ﬁg_ Particulars Units NliitEi'Ei)c?nL
1 | Power Purchase outside Maharashtra
1.1 | NTPC MU 23,889
1.2 | NPCIL (KAPP) MU 609
1,3 | SSP MU 565
1.4 | PENCH MU 118
1.5 | CGPL MU 4,717
Total (A) MU 29,899
2 | Inter-State Transmission Loss % 3.66%
2.1 | Inter-State Transmission Loss MU 1,093
3 Tot_al Purchase at State of Maharashtra MU 28 806
periphery (B)
4 | Power Purchase within Maharashtra
4.1 | MSPGCL MU 43,776
4.2 | NPCIL (TAPP) MU 3,929
4.3 | Dodson MU 96
4.4 | JSW MU 1,805
4.5 | Adani Power MU 19,047
4.6 | Emco Power MU 1,504
4.7 | Rattan India MU 5,630
4.8 | NCE MU 8,544
4.9 | CPP MU 825
4.1 | FBSM MU (260)
4.11 | Traders MU 1,278
4.12 | Input for Open Access consumption MU 6,307
Total (C) MU 92,481
5 | Total Energy Handled (A+C) MU 122,380
6 | Surplus Energy Traded (D) MU 877
Total Power Purchase available at G<>T
! Periphery (B+C-D) MU 120,410
Energy Requirement at G<>T Periphery MU 120,410
8 | Intra-State Transmission Loss % 3.89%
8.1 | Intra-State Transmission Loss MU 4,684
9 | Sales at 220 kV/44 kV level MU 2,837
10 | Sales at 110 kV/132 kV level MU 2,986
11 | Sales at 66 kV level MU 193
12 | Energy Available for sale at 33kV MU 109,709
13 | Energy Injected and drawn at 33kV MU 458
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Eg_ Particulars Units NliitEi'Ei)c?nL
14 | Total Energy Available for Sale at 33kV MU 110,167
15 | Distribution Loss excluding EHV sales % 16.17%
15.1 | Distribution Loss excluding EHV sales MU 17,819
16 | HT Sales MU
16.1 | Sales to Own Supply Consumers MU 24,264
Sales by Licensee to Change-over consumers on
16.2 : , MU
other Licensee's network
16.3 | HTand Renewable Open Access Credit MU 420
16.4 | Sales to Open Access Consumers (Conventional) MU 5,928
17 | LT Sales MU
17.1 | Sales to Own Supply Consumers MU 61,736

MSEDCL is procuring power from various sources, including MSPGCL, the Central
Sector Generators including Nuclear Power Plants, Traders, CPPs and RE sources.
These sources are both within and outside Maharashtra. It is difficult to differentiate
which power is coming from which source at the Transmission periphery. Hence,
applying individual the InSTS Losses for each Station would give a distorted picture.
Therefore, the average INSTS Loss is taken for the whole year for power sourced from
outside Maharashtra.

MSEDCL has taken the average of Transmission Losses for 52 weeks provided by
WRLDC for arriving at the inter-State Loss of 3.66%,. The InSTS Loss of 3.89%is as
approved in the InSTS Tariff Order dated 26 June 2015. MSEDCL has considered a
provisional quantum of 877MU of “surplus energy traded” during FY 2015-16.

The Commission may approve the Energy Balance for FY 2015-16as shown in the
above Table.

Commission’s Analysis and Ruling

The Energy Balance submitted by MSEDCL is inFormat F 1.4 approved for the
3"Control Period, in whichDistribution Loss has been estimated excluding EHV
sales. However, in its previous MYT Order, the Commission had approved the
Energy Balancein whichthe Distribution Lossincluded EHV sales for FY 2015-16.
Thus, for comparison purposes, the Commission asked for the Energy Balance in the
earlier format, which MSEDCLprovided as follows.

Table 4-6: Energy Balancefor FY2015-16 as submitted by MSEDCL in revised
Format

Previous | MSEDCL
Particulars Units MYT revised
Order Submission

Sr.
No.

A Purchase within Maharashtra
A Purchase from MSPGCL MU 38,106 43776
B NPCIL Tarapur MU 4,500 3929
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Sr _ _ Previous MSE_DCL
No. Particulars Units MYT rew_segl
' Order | Submission
C Dodson MU 120 96
D Traders MU 1278
E IPP MU 25,333 27986
F NCE / CPP MU 13,195 9369
G IBSM + FBSM MU (938)
H Other power on MSEDCL Network MU 6307
Total Purchase within Maharashtra MU 81,255 91803
B Purchase outside Maharashtra
Central Generating Station +NPCIL+
A UMPP +SSP + Pench MU 30,355 29,899
B Inter State Transmission Loss MU 3.79% 5.30%
C Total Purchase at Maharashtra periphery MU 29,203 28,314
3 Total Power Handled MU 110,458 120117
D Surplus Energy Traded MU 877
E Totz_al Purchase available at Transmission MU 110,458 119,240
Periphery
Intra-State Loss % 3.89% 3.89%
Energy at Distribution Periphery injected
(above 33 kV) MU 106,161 114601
Energy at Distribution Periphery injected
4 and drawn (33 kV and below) MU a4t 458
A Energy at Distribution Periphery MU 106,608 115,059
B Distribution Losses % 13.50% 14.51%
C Distribution Losses MU 14,392 16,695
D Energy Available for Sale MU 92,216 98,364
E Sale by MSEDCL MU 92016
F Open Access Sales MU 5,928
Adjustments in billing due to AMR/Change
G in Billing Cycle & captive OA Sale, Credit MU 420
Sale, PD Sales etc.

In reply to a query on reconciliation with FBSM/IBSM bills, MSEDCL stated that
FBSM bills for FY 2015-16 are not available and reconciliation can be possible only
after the entire year’s FBSM bills become available. Moreover, while submitting the
above revised Energy Balance, MSEDCL had stated that the units shown towards
(IBSM+FBSM)of 938 MU is based on extrapolation of data available for two months
S0 as to arrive at the Inter-State Loss level for FY 2014-15 of 5.30%. However, while
working out the Energy Balance for FY 2015-16, the Commission has approved the
Inter-State Loss as the average of such Transmission Losses for 52 weeks in FY 2015-
16 as provided by WRLDC. Thus for the provisional approval of Energy Balance, the
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units towards (IBSM+FBSM)have been taken as 260 MU, based on the original
submission by MSEDCL.

Further, based on the revised estimate of Agriculture sales by the Commission, the
approved sales including the DF sale, OA sale and credit sale, as available for the
Energy Balance of FY 2015-16 are as shown below:

Table 4-7: Energy Sales for Energy Balance of FY 2015-16 as approved by
Commission

. Previous MSEDCL | Approved in
PRGN ELE MYT Order Petition this Order
Energy Sales by MSEDCL for FY 2015-16 86,966 87,901 84,502
Add: Category-wise sales in DF area 5,250 4,115 4,115
Add: OA Sales (Conventional) 5,928 5,928
Add: HT and Renewable OA 420 420
Total Energy Available for Sales 92,216 98,365 94,965

In reply to a query for justification of the surplus energy available for trading,
MSEDCL statedthat it has taken the latest available information and that, considering
the power scenario at various times, the Generators are backed down to technical
minimum.

The Energy Balance reported by MSEDCL and approved by the Commission for FY
2015-16 is presented in the following Table. The difference is mainly on account of
the difference in Agriculture sales approved by the Commission as against the sales
considered by MSEDCL under the Energy Balance. Accordingly, the Distribution
Loss level arrived at is 18.24%as against 14.51% claimed by MSEDCL.

Further, the INSTSLoss level of 3.92%as approved in the latest InSTS Tariff Order in
Case No. 91 of 2016 has been taken by the Commission for reworking the Energy

Balance for FY 2015-16

Table 4-8: Energy Balance for FY 2015-16 as approved by Commission

Particulars Unit Previous MSEPCL Approved in
MYT Order Petition this Order

Retail Energy Sale to Consumers MU 92,216 98,364 94,965
Distribution Losses % 13.50% 14.51% 18.24%
Distribution Losses MU 14,392 16,695 21,182
Energy at Distribution Periphery | MU 1,06,608 1,15,059 116,148
Energy at Distribution Periphery | MU 447 458 458
injected and drawn at 33 kV
Energy at Distribution Periphery | MU 1,06,161 1,14,601 1,15,689
injected from 33 kV and above
Intra-State loss % 3.89% 3.89% 3.92%
Total Energy required at| MU 1,10,458 1,19,240 1,20,410
Transmission Periphery
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Previous MSEDCL | Approved in

el — MYT Order Petition this Order
Surplus Energy Traded MU - 877 877
Total Power Purchase Quantum | MU 1,10,458 1,20,118 1,21,287
Handled
Power Purchase Quantum from | MU 81,255 91803 92,481
Intra-State sources
Power Purchase Quantum from | MU 29,203 28,314 28,806
Inter-State sources at Maharashtra
Periphery
Inter-State losses % 3.79% 5.30% 3.66%
Power Purchase Quantum from | MU 30,355 29,899 29,899
Inter-State Sources
Total Energy Units Handled MU 1,11,609 121702 1,22,380

4.3 Distribution Loss for FY 2015-16
MSEDCL’s Submission

The provisional Distribution Lossis14.51% for FY 2015-16, which is 1.01%higher
than the 13.50% level approved in the previous MYT Order. The reduction in HT
sales and increase in LT sales has impacted the Distribution Losses,andthe
Commission may approve the estimated Distribution Loss for FY 2015-16.

Commission’s Analysis and Ruling

The Commission had stipulated the trajectory for reduction of Distribution Lossin its
Business Plan Order in Case No. 134 of 2012 for FY 2013-14 to FY 2015-16. The
Distribution Loss level stipulated for FY 2015-16 was 13.50%. That formed the basis
for provisional approval of Energy Balance in the previous MYT Order for that year.
However, MSEDCL has now submitted a Distribution Loss level of 14.51% for FY
2015-16, which is higher than the stipulated target.

Upon being asked for the reasons MSEDCL stated that,due to increased supply at LT
level, the Loss has increased as compared to thatapproved. Moreover, as per the
directions in the previous MYT Order, it has withdrawn load shedding in areas where
there is sufficient availability of power in the system. MSEDCL stated that, to the
extent possible, it has ensured that the Load Shedding Protocol is used only as a load
regulation measure in shortage situations and not as a matter of routine. Itsubmitted
details of the actual Loss level in all load shedding areas.

MSEDCL also submitted the various initiatives taken to reduce Distribution Loss,
including multi-pronged activities such as development of new infrastructure,
strengthening and up-gradation of the existing network, installation of Capacitor
Banks, etc., at various levels across different regions to reduce Technical Losses. As
regards Commercial Loss reduction, MSEDCL stated that it has taken up several
initiatives such as implementation of theft detection drives through special flying
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squads, establishment of separate Police Station for energy thefts, providing advanced
IT technology based (IR/RF) energy meters to consumers, providing AMR meters to
all HT consumers, and improvement in the consumer meter reading processes by
means of photo meter reading at various levels.

Based on its analysis of Feeder-level consumption data, the Commission has
recomputed the AG Index. Accordingly, the Commission has revised the estimate of
sales during FY 2015-16 and assessed the Distribution Loss level for the year.

Thus, as discussed earlier, the Commission has approved the revised Energy available
for sales of 94965 MU for FY 2015-16. Accordingly, the approved Distribution Loss
for FY 2015-16 is as shown in the Table below:

Table 4-9: Distribution Loss for FY 2015-16 as approved by Commission

Particulars Previous MYT MSEDCL Approved in
Order Petition this Order
Distribution Loss 13.50% 14.51% 18.24%

4.4  Power Purchase Expense for FY 2015-16

MSEDCL’s Submission

MSEDCL procures power from different sources based on MOD Principles, and has

estimated the power purchase expenses for FY2015-16 considering the unaudited

power purchase quantum and cost. The source-wise estimated power purchase for FY

2015-16 is as shown in the following Table:

Table 4-10: Source-wise estimated Power Purchase for 2015-16 as submitted by

MSEDCL

Previous MYT Order MSEDCL Petition
Source Quantum Cost Quantum Cost
(MU) (Rs. crore) (MU) (Rs. crore)

MSPGCL Total 38,106 14,410 43,776 18,132
NTPC Total 22,817 7,340 23,889 6,651
NPCIL 5,550 1,440 4,537 1,181
SSP 1,200 265 565 116
Pench 130 32 118 24
Dodson 120 26 96 26
JSW 1,913 595 1,805 515
Mundra UMPP 5,158 1,271 4,717 1,156
Adani Power 16,731 5,315 19,047 6,025
EMCO Power 1,370 388 1,504 488
Rattan India 5,319 1,894 5,630 2,329
Renewable excluding CPP 11,218 6,520 8,544 4,927
CPP 1,977 496 825 168
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Previous MYT Order MSEDCL Petition
Source Quantum Cost Quantum Cost
(MU) (Rs. crore) (MU) (Rs. crore)
PGCIL Charges 1,258 1,947
Traders and FBSM 1,019 350
Total 1,11,609 41,249 1,16,073 44,034

The difference between the approved and provisional estimates of power purchase
expense is mainly because the Commission had not considered some important
parameters like technical minimum operating load, transmission constraints, etc.,
while applying the MODfor the power purchase quantum of FY2015-16. Hence,
despite a higher rank in the MOD stack, MSEDCLhad to procure costly power as per
the MOD stack due to the requirement of technical minimum load, transmission
constraints, etc. Thus, the actual power purchase cost incurred wasmore than
approvedin the previous MYT Order.

The Commission has considered the generation from Chandrapur-8 and 9, Parli- 8,
Koradi-8, 9 and 10 Units based on the number of operating days post the expected
COD in FY 2015-16, and their generation on provisional basis. Till the actual COD of
these Stations, MSEDCL was required to procure power from sources which were not
considered in the MOD stack, which resulted in increase in power purchase cost.

The Commissionhad approved 60% of power scheduled from MSPGCL. Out of the
scheduled power, around 10407 MU were from new Plants which were yet to be
commissioned and were expected to be commissioned in FY 2015-16. These were not
reflected in the MSPGCL MTR Order. As a result, MSEDCL has been procuring
power from some of the Units which are not included in the MODstack to meet
demand.

Other factors that have resulted in increase in power purchase cost are as follows:

e PGCIL cost has increased due to change in PoC Rates from October 2015.

e Impact of ‘change in law’ considered for Adani Power and Rattanindia
Power which was not envisaged in the previous MYT Order.

e POC Charges to EMCO Power is also considered as a result of the ATE
Judgment.

e Impact of Trading and FBSM s also considered which was not envisaged
in the previous MYT Order.

Commission’s Analysis and Ruling

The Commission had approved power purchase expenses for FY 2015-16 in its
previous MYT Order based on MOD principles. Based on its analysis, by application
of MOD principles around Rs. 3836 crore of projected power purchase expense
corresponding to 18059 MU was disallowed. The Commission had directed MSEDCL
to strictly follow MOD principles while procuring power during the year.
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Aggrieved by the disallowance of power purchase expense, MSEDCL had sought
review throughits Petition in Case No. 121 of 2015. However, the Commission had
rejected the review Petition stating that MOD is a well-accepted principle that has
been followed since the first Tariff Order:

“34. The Commission notes that the MOD principles have been in operation for a
long time, and their implementation has been dealt with even in the first Tariff
Order for MSEDCL in 2002. It is well settled that issues such as transmission
constraints, technical minimum of Thermal Generating Stations etc. need to be
considered while operating MOD. The power purchase cost approved for
subsequent years in the Tariff Orders is an estimation based on various ex ante
inputs. During the operating period of the Tariff Order, actual power purchase
cost may vary on account of various factors. Power purchase cost is treated as an
uncontrollable element for pass-through in the Tariff, provided the procurement
meets the test of prudence. Variation in power purchase cost is passed on to
consumers by MSEDCL through the FAC mechanism, which is subject to vetting.
In this background, the Commission is of the view that no need for any further
clarification as far as MOD is concerned.”

In the present Petition, MSEDCL has categorically stated that it has followed MOD
principles while estimating the power procurement and cost for FY 2015-16.

During the admission process of the present MYT Petition and during the public
consultation process, severalObjectors and CRs contended that MSEDCL had not
strictly followed MOD principles while procuring power from various Stations during
FY 2015-16.

To analyse this further, the Commission sought clarification from MSEDCL on the
instances where it had not followed MOD, along with justification. MSEDCL stated
that, during the period from April to December, 2015, thermal Availability of
MSPGCL Stations was lower than their planned Availability. COD of upcoming
Generation Projects of MSPGCL has not been achieved as per the planned
schedulebecause of which power from other thermal Generating Stations was
scheduled as perthe MOD stack. From January, 2016, MSEDCL has requested
MSLDC to give zero schedules to thermal Generating Stations as perthe MOD stack
from time to time. As per the MSLDC guidelines, if there were transmission
constraints, the Units were not given zero schedules (in case of Nashik Station,
Bhusawal Unit-2 and Unit-3).

Considering MSEDCL’s reply, the Commission observes that several Stations were
operated at zero schedule but no data regarding daily adherence to MOD based drawal
was submitted by MSEDCL. Further, the MOD principle requires least-cost despatch
based load-generation balance to be drawn up for the State as a whole. As per the
State Grid Code and MOD principles, the least-cost despatch schedule is to be drawn
up by MSLDC based on daily generation availability forecasts and scheduled drawal
requirements furnished by Distribution Licensees. It is envisaged that Distribution
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Licensees would align their power procurement strategy to achieve least-cost
considering their contracted capacities and availability from all sources of power.

Whetherthe MOD principle has been adhered to or not would require detailed
investigation of daily/hourly load-generation stack, availability declaration of
contracted capacity, schedule drawal requirement, short-term power purchase/trade
operations, operation of Must Run/constrained Stations including RE, and
transmission constraints (if any). In the absence of such daily/hourly information, it is
difficult to establish whether MSEDCL has entirely adhered to MOD principles or
not. It would also not be proper to disallow power purchase expenses actually
incurred without quantifying the extent of non-adherence to MOD principles and
without clearly attributing the cause of deviation to actions of MSEDCL.

A detailedassessment would be necessary based on the actual daily data of load-
generation balance during FY 2015-16. Hence, the Commission directs MSEDCL to
submit datafor each day of FY 2015-16, covering declared availability of its
contracted capacity, the scheduled and actual drawal, and details of short-term
procurement and surplus traded power. MSEDCL should also submit information
regarding the non-scheduling or partial scheduling of contracted power falling in the
MOD stack alongwith reasons. MSEDCL should submit this data within 3 months for
further scrutiny. These detailswould be considered for the final truing-up of FY 2015-
16.

In response to the Commission’s query regarding the premise for its estimate of
power purchase quantum and cost for FY 2015-16, MSEDCL stated that it has
submitted the actual power purchase details till March, 2016.

Based on the above, for the truing-up, the Commission has approved the power
purchase quantum and expense on a provisional basis. However, after scrutiny of the
data to be submitted by MSEDCL, the Commission may, during the final truing-up of
FY 2015-16, decide on the quantum and cost of any procurement outsidethe MOD
principles and its treatment.

In the MYT Order in Case No. 46 of 2016 for MSPGCL, the Commission has
approved the evised power purchase rates of MSPGCL. However, the impact is
allowed to be adjusted in FY 2016-17.

The cumulative impact of truing-upand provisional truing-up of MSPGCL’s cost of
generation has been discussed in the Section on ‘Additional Claim and Revenue Gap’
in this Order, to be considered for adjustment of the net Revenue Gap of MSEDCL
for passing on in FY 2016-17.

As MSEDCL had not projected how it has or would meet RE source specific RPO
targets for FY 2015-16, the Commission had sought the relevant details. MSEDCL
submitted the details of source-wise power purchase from RE sources only up to
December, 2015.The Commission is separately initiating proceedings for verification
of compliance of RPO targets by MSEDCL for FY 2015-16. In those proceedings, the
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Commission would issue necessary directions in accordance with the RPO
Regulations.

Regarding the power purchase of FY 2015-16, it was observed that the Variable
Charge considered for IPPs was different from the PPA Schedules. For example, the
Variable Charge considered for procurement from Adani Power(1320 MW PPA) is
Rs 1.58/kWh, as against the Energy Charge under the PPA of Rs.1.44/kWh. Similarly,
the Variable Charge considered for power procurement from Adani Power(1200 MW
PPA) is Rs. 2.02/kWh against the PPA Energy Chargeof Rs.1.55/kWh. MSEDCL was
asked for a reconciliation of the Variable Charges considered for power procurement
from IPPs. MSEDCL submitted the required details, and stated that the PPA rates are
linked to various factors such as variation in monthly exchange rates, CERC index for
inland handling of imported fuel and for inland transportation of fuel. MSEDCL
submitted the following Tableforthe reconciliation.

Table 4-11: Reconciliation of Variable Charges of IPPsas submitted by

MSEDCL
Variable
Station Variable Charge as per PPA Charge as Remarks
per Petition

IPP —JSW 0.1298+0.59 xmonthly Dollar 1.77 The CERC index is applied for
rate+0.01708 X Dollar escalable factor on monthly
ratexmonthly CERC index for basis. Exchange rate may vary
fuel in each month.

CGPL 0.00707 x Monthly Dollar 1.42 The CERC index is applied for
rate+0.00585 x Monthly dollar escalable factor on monthly
rate xmonthly CERC Monthly basis. Exchange rate may vary
CERC index for inland in each month.
handling +0.048+0.046
XxMonthly CERC index for
inland handling +0.00284 x
Monthly dollar rate+0.00109
XMonthly  dollar rate x
monthly CERC index for
transportation.

Adani  Power | 1.44 1.53 Includes impact of CIL bills

1320 paid to APML for 1320 MW

Adani  Power | 0.47 x Monthly CERC index 2.21 The CERC index is applied for

1200 for  fuel+0.6310+0.0445 x escalable factor on monthly
monthly index for basis. Also includes CIL bills
transportation. paid to APML

Adani  Power | 0.47 x Monthly CERC index 2.20 The CERC index is applied for

125 for  fuel+0.6310+0.0445 x escalable factor on monthly
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Variable
Station Variable Charge as per PPA Charge as Remarks
per Petition

monthly index for basis. Also includes CIL bills
transportation. paid to APML

Emco Power 0.456 x Monthly CERC index 1.43 The CERC index is applied for
for fuel+0.4920 x Monthly escalable factor on monthly
CERC index for transportation basis.

Rattan India 0.592 x Monthly CERC index 2.80 The CERC index is applied for
for fuel+1.15+0.334 xMonthly escalable factor on monthly
CERC index for transportation basis. Also includes CIL bills

paid to RPL

Accordingly, for provisional truing-up, the Commission approves the power purchase
cost as submitted by MSEDCL, subject to further prudence check at the time of final
truing-up of FY 2015-16.

The details of power purchase cost claimed by MSEDCL and approved by the
Commission provisionally for FY 2015-16 issummarised below.

Table 4-12: Power Purchase Expenses approved for FY 2015-16 (Rs. crore)

MSEDCL Petition Approved in this Order
Stations Quantum Cost Peéé‘sl?'t Quantum Cost Pecr:oL;?lt
(MU) (Rs. crore) (Rs./kWh) (MU) (Rs. crore) | (Rs./kWh)
BHUSAWAL 1,536 617 4.02 1,536 617 4.02
BHUSAWAL 4 &5 5,966 3,102 5.20 5,966 3,102 5.20
KHAPARKHEDA 4,420 1,714 3.88 4.420 1,714 3.88
KHAPARKHEDA 5 3,021 1,387 4.59 3,021 1,387 4.59
NASHIK 3,870 1,919 4.96 3,870 1,919 4.96
CHANDRAPUR 11,157 3,892 3.49 11,157 3,892 3.49
Paras Unit 3 and 4 3,174 1,284 4.04 3,174 1,284 4.04
PARALI 378 345 9.15 378 345 9.15
Parli Unit 6 and 7 766 800 10.44 766 800 10.44
KORADI 1,598 758 4.74 1,598 758 4,74
GTPS URAN 2,801 930 3.32 2,801 930 3.32
Hydro 3,856 713 1.85 3,856 713 1.85
Infirm Power 584 291 4.98 584 291 4.98
Koradi 8 649 378 5.82 649 378 5.82
MSPGCL Total 43,776 18,132 4.14 43,776 18,132 4.14
KSTPS 4,840 741 1.53 4,840 741 1.53
KSTPS 1l 975 227 2.32 975 227 2.32
VSTP | 2,769 633 2.29 2,769 633 2.29
VSTP I 2,233 497 2.22 2,233 497 2.22
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MSEDCL Petition

Approved in this Order

Stations Quantum Cost Peéolé?'t Quantum Cost Peéé‘sl?'t
(MU) (Rs. crore) (Rs./kWh) (MU) (Rs. crore) | (Rs./kWh)

VSTP Il 2,121 536 2.52 2,121 536 2.52
VSTP IV 2,231 767 3.44 2,231 767 3.44
VSTP V 421 127 3.02 421 127 3.02
KAWAS 296 178 6.02 296 178 6.02
GANDHAR 251 191 7.63 251 191 7.63
KhSTPS-11 761 282 3.70 761 282 3.70
Sipat | 4,205 1,063 2.53 4,205 1,063 2.53
Sipat Il 2,188 516 2.36 2,188 516 2.36
MAUDA 600 894 14.92 600 894 14.92
NTPC Total 23,889 6,651 2.78 23,889 6,651 2.78
KAPP 609 148 2.43 609 148 2.43
TAPP 1&2 586 59 1.00 586 59 1.00
TAPP 3&4 3,343 974 2.92 3,343 974 2.92
NPCIL 4,537 1,181 2.60 4,537 1,181 2.60
SSP 565 116 2.05 565 116 2.05
Pench 118 24 2.05 118 24 2.05
Dodson | 49 13 2.59 49 13 2.59
Dodson |1 47 13 2.80 47 13 2.80
JSW Energy 1,805 515 1.09 1,805 515 1.09
Mundra UMPP 4,717 1,156 12.59 4,717 1,156 12.59
pcani Power 125 018 337 0.36 918 337 0.36
dant Power 1320 9,317 2,461 2.64 9,317 2,461 2.64
fidant Power 1200 8,812 3,226 3.66 8,812 3,226 3.66
EMCO Power 1,504 488 3.24 1,504 488 3.24
RattanIndia 5,630 2,329 0.87 5,630 2,329 0.87
NCE excluding CPP 8,544 4,927 2.73 8,544 4,927 2.73
FBSM (260) (24) (260) (24)
Total Long-term 113,969 41,546 3.65 113,969 41,546 3.65
Short-term Sources
CPP 825 168 2.04 825 168 2.04
PXIL 255 76 2.98 255 76 2.98
IEX 732 215 2.93 732 215 2.93
Sai Wardha 291 83 2.83 291 83 2.83
Total Short-term 2,104 541 2.57 2,104 541 2.57
Other Charges
Power Grid 1,956 1,956
Reactive Ener
Charges ¥ C) 9)

Total 116,073 44,034 3.79 116,073 44,034 3.79
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45  Transmission Charges and MSLDC Charges for FY2015-16
MSEDCL’s Submission

MSETCL Transmission Charges are taken at actuals up to December, 2015, and for
the remaining period as per the Commission’sOrder in Case No. 57 of 2015, based on
which the comparison of approved and estimated Transmission cost for FY2015-16 is
as shown in the following Table.

Table 4-13: Transmission Charges for FY 2015-16 as per MSEDCL (Rs. crore)

Previous MYT | MSEDCL
Order Petition

3,627 4,070

Particulars

Transmission Charges paid to Transmission
Licensee

The revised lower Transmission Charges were applicable from June, 2015, whereas
the Commission had approved the Transmission Charges on an annual basis. Due to
this, there has been a difference in the figures.

Commission’s Analysis and Ruling

While MSEDCL has shown the entire amount of Rs. 4070 crore as Transmission
Charges paid to MSETCL, it also includes a component of MSLDC Charges paid by
MSEDCL. The Commission has verified the charges paid by MSEDCL based on the
share of such charges allocated to it in the respective InSTS Tariff Orders and
MSLDC Budget Order applicable for FY 2015-16. The Tablebelow summarises the
various Orders and applicable Transmission and MSLDC Charges payable by
MSEDCL during FY 2015-16.

Table 4-14: Transmission and MSLDC Charge detailsamd applicability for FY
2015-16, as per Commission (Rs. crore)

Particulars Amount | Case Reference
Share of Transmission Charges for MSEDCL

from April 2015 to May 2015 52447 x 2| Case 123 of 2014
Share of Transmission Charges for MSEDCL
from June 2015 to March 2016 30005x10 | Case 57 0f 2015
Total Share of Transmission Charges 4049.44
Share of MSLDC Charges for MSEDCL from
April 2015 to September 2015

Monthly 1.64 x 6

Bi Annual 3.50 Case 178 of 2013
Share of MSLDC Charges for MSEDCL from
October 2015 to March 2016
Monthly 0.94x 6
Bi Annual 5 05 Case 218 of 2014
Total Share of MSLDC Charges 21.05

Total Transmission and MSLDC Charges

during FY 2015-16 4070.49
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Accordingly, the Commission has allowed Transmission Charges and MSLDC
Charges of Rs. 4070 crore for FY 2015-16.

Table 4-15: Transmission and MSLDC Charges for FY 2015-16 as approved (Rs.

crore)
Particulars Previous MYT | MSEDCL | Approved in
Order Petition this Order
Transmission & MSLDC Charges 3,627 4,070 4,070

46  O&M Expenses for FY 2015-16
MSEDCL’s Submission

The provisional O&M expenses (net of capitalisation) for FY 2015-16 are estimated
at Rs. 6,725 croreas against the normative O&M Expenses of Rs. 6,712 crore
approved in the previous MYT Order. This is inclusive of employee cost,
R&Mcharges and A&G Expenses. Thus, there is a difference ofRs. 13 crore.

Comparison of the provisional O&M expenses for Wiresand Supply Businessas
against thoseearlier approved is given inthe Table below.

Table 4-16: Operation & Maintenance Expenses for FY 2015-16, as submitted ny
MSEDCL (Rs. crore)

Particulars PIrEELE MSE.[.)CL
MYT Order Petition
O&M Expenditure for Wires Business 4,627 5,178
O&M Expenditure for Retail Supply Business 2,085 1,547
Total 6,712 6,725

MSEDCL has claimed O&M expenses for FY 2015-16 based on component-wise
estimation of employee expenses, R&M expense and A&G expense rather than on
normative basis. The rationale for this provisional estimate of O&M Expenses has
been explained by MSEDCL as follows:

Employee Expenses: Projections are based on actual strength of employees, i.e. the
posts filled. The assumptions for broad sub-heads of employee expenses are as under:

e Basic Salary: A normal increase of 4% per annum is assumed due to release of
periodical increments and fitment of basic pay on promotions.

e Dearness Allowance: The rate of DA as on 01-04-2014 was 107%. It is
assumed that the rate of DA will increase twice in a calendar year at intervals
of six months. Normally there is a 6 to 7 % increase in D.A. during any 6
month period. Hence, an average increase of 13% is assumed considering the
present trend.
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e Overtime payment and other allowances: As a part of austerity measures,
MSEDCL has stopped payment of overtime to office staff. Overtime is
payable only for the line staff in the field, the incidence of which is not very
high. Accordingly, the overtime payment has been projected to increase at a
nominal rate of 11% p.a. over the previous year. Similarly, the other
allowances and staff welfare expenses have also been projected to increase
nominally at 4% p.a.

e Pension: Considering rise in D.A. rate and pay fixation, increase of 30% is
considered in pension payments.

e Gratuity and Leave Encashment: Normal increase of 5% has been considered.

e Contribution to Provident Fund: Contribution to Provident Fund has been
considered at the rate of 12% of closing balance of Basic & D.A.

e Capitalisation of Employee Cost: The ratio of capitalisation for the year 2014-
15has been applied for 2015-16 onwards.

Administration & General Expenses: Considering the present trend of inflation an
annual increase of 10 % per annum over the previous year has been applied in most of
the expenses heads. However, in case of conveyance and travel, computer stationary
expenses, advertisement expenses, freight on capital equipment, vehicle running and
vehicle hire expenses, an increase of 25% has been taken because of increase in
number of consumers, special recovery drive, theft detection drive, public awareness
etc. In case of rent, rate and taxes, 10% increase has been applied.

Repairs & Maintenance Expenses: Considering the present trend of inflation, an
increase of 10% over the previous year has been considered.

Commission’s Analysis and Ruling

MSEDCL has deviated from the O&M norms while estimating the O&M expenses for
FY 2015-16. Many Objectors and TCRs have pointed out that the O&M expenses of
MSEDCL are high and are steeply increasing, leading to higher tariff.Some stated
that, inspite of such increase,there was no corresponding improvement in quality of

supply.

While MSEDCL has claimed O&M Expenses applying inflation rates, it has also
submitted the workings as per the norms specified in the MYT Regulations.
Accordingly, it has worked out the O&M Expenses separately for Wires Business and
Supply Business on a normative basis also for FY 2015-16.

For approval of O&M Expenses for the Wires Business and Supply Business, the
Commission has applied the norms specified under Regulations 78.4.1 and 97.2.1 of
the MYT Regulations, 2011. It has considered the revised sales, GFA and number of
consumers for the normative O&M Expenses.
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While projecting O&M Expenses, MSEDCL has taken parameters such as sales and
GFA at the aggregate level, including those pertaining to the DF areas. However,
O&M Expenses in the DF areas would be taken care of by the Franchisee and,
therefore, allowing normative O&M Expenses on the parameter values on aggregate,
including such DF areas, would not be correct.Hence, the Commission has not
considered the sales and number of consumers pertaining to DFs, and adjusted the
Opening GFA by deducting the GFA pertaining to these areas while determining the
normative O&M Expenses allowable to MSEDCL.

Table 4-17: O&M Expenses approved by Commission for FY 2015-16 (Wires)

Previous MSEDCL .
Particulars Units MYT working MSI.EDCL Approved in
Order (Norm) Estimate this Order
Composite O&M Norms
O&M Expenses Norm
specified in Regulations
For Wheeled Energy paise/ KWh 14.34 14.34 14.34
gor .No. of Consumers in Wires Rslolglgh/ 7.40 7 40 7.40
usiness
Consumers
For R&M Expenses %of GEA 4% 4% 4%
Parameters for O&M
Expenses
Wheeled Energy MU 100,092 116,096 111,028
No. of Consumers in Wires '000
Business Consumers 23,391 23,129 22,330
Opening GFA Rs. crore 36,511 37,686 32,073
Total O&M Expenses Rs. crore 4,627 4,884 5,178 4527

Table 4-18: O&M Expenses approved by Commission for FY 2015-16 (Supply)

MYT Order | MSEDCL MSEDCL Aporoved in

Particular Units working Estimate pp
this Order
(Norm)
Composite O&M Norms
O&M Expenses Norm
specified in Regulations
For Sales in Supply Business paise/kWh 9.94 9.94 9.94
Rs lakh/
For No. of Consumers in Supply '000
Business Consumer 513 5.13 513
S

For R&M Expenses %of GFA 0.50% 0.50% 0.50%
Parameters for O&M
EXxpenses
Sales MU 86,966 98,365 84,502
No. of Consumers in Supply 000
BUsiness Conssumer 23,391 23,129 22,330
Opening GFA Rs. crore 4,057 4,187 3,964
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MYT Order | MSEDCL MSEDCL Approved in
Particular Units working Estimate i Bl
(Norm)
Total O&M Expenses Rs. crore 2,085 2,185 1,547 2,005

Table 4-19: O&M Expenses approved by Commission (Wires+Supply) (Rs.

crore)
Particular Previous MYT MSEDCL MSEDCL Approved in
articuiars Order working (Norm) Estimate this Order

O&M Expenditure for 2085 2185 1547 2005
Retail Supply Business
O&M Expenditure for 4627 4884 5178 4527
Wires Business
Operation & 6712 7069 6725 6533
Maintenance Expenses

4.7  Capital Expenditure and Capitalisation for FY 2015-16
MSEDCL’s Submission

The provisional capitalisation was Rs. 5,596 crore in FY 2015-16 as against the
earlier approved capitalisation of Rs. 3,534 crore.

Table 4-20: Capitalisation for FY 2015-16, as submitted by MSEDCL (Rs. crore)

Particulars Previous MYT MSEDCL
Order Petition
Capitalisation 3,534 5,596

The following Tables summarise the scheme-wise details of capital expenditure and
capitalisation for DPR and Non-DPR schemes.

Table 4-21: Summary of Capital Expenditure and Capitalisation submitted by
MSEDCL for FY 2015-16 (Rs crore)

Particulars MSEDCL Petition

Capital Expenditure

DPR Schemes 4,720
Non DPR Schemes 1423
Total 6,143
Capitalisation

DPR Schemes 4294
Non DPR Schemes 1302
Total 5596
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The detailed break-up of capex schemes and scheme-wise details of capital
expenditure and capitalisation for DPR and Non-DPR schemes for FY 2015-16 is
provided below:

Table 4-22: DPR Scheme Capex and Capitalisation submitted by MSEDCL for
FY 2015-16 (Rs. crore)

DPR Scheme E Caplt_al Capitalisation
xpenditure

a) DPR Schemes

Infra Plan Works 100 102
Infra Plan Works — II 2,922 2,440
GFSS — | - 1
GFSS - 11 2 24
GFSS — 11 5 5
GFSS IV 30 28
Fixed Capacitor Scheme - 14
LT Capacitor Phase | & II - -
Single Phasing - Left out villages 5 12
Eliminationof 66 KV Line - -
AMR 8 10
APDRP - -
Phase-| - 232
Phase-I1 - 5
RAPDRP A 50 159
RAPDRP B 950 613
SCADA Part A 31 24
DTC Metering - -
Phase-1 &Phase-II - (0)
Phase-Il1 - 12
SPA:PE 236 213
P:SI 88 103
P:1E - 1
RGGVY 25 58
ERP 34 31
Agriculture Metering 154 142
Deogad Wind Power Project 45 36
Ag DSM-Pilot project in Mangalwedha, solapur 2 1
Star rated celing fan Phase-I 1 1
Star rated celing fan Phase-11 (HVAC) 8 6
Sinhansth Kumbmela Nashik 25 20
Total DPR Schemes (a) 4,720 4,294

Page 182 of 617 Case No. 48 of 2016



MYT Order of MSEDCL for the period from FY 2016-17 to FY 2019-20

Table 4-23: Non-DPR Scheme Capex and Capitalisation submitted by MSEDCL
for FY 2015-16 (Rs. crore)

Non-DPR Scheme E Caplt_al Capitalisation
xpenditure

FMS - 2
MIS / IT Backbone( Integrated system +Big
Data + Communication Backbone) ] ]
Load Management - 7
P.F.C.Urban Distribution Scheme - 0
MIDC Interest free Loan Scheme - 7
Evacuation 45 37
Evacuation Wind Generation** 30 30
DPDC / Non-Tribal 122 98
DPDC / SCP (Loan up to 2012-13) 77 72
DPDC /TSP + OTSP 104 91
Rural Electrification - 5
JBIC - 23
New consumers - 3
Back log 220 263
;Ag. Special Package for Vidabhrba 819 655
Marathwada
Single Phasing 6 11
TotalNon DPR Schemes (b) 1,423 1,302

Commission’s Analysis and Ruling

The Commission has perused the capitalisation details of the schemes as claimed by
MSEDCL for FY 2015-16. For the following DPR schemes, MSEDCL has claimed
excess capitalisation over and above their approvedcost.

Table 4-24: Excess Capitalisation claimed by MSEDCL in FY 2015-16 (Rs.

crore)
Major Schemes EXC?SSFiagétlaSIji%tlon

Infra Plan Works 102
GFSS 30
RAPDRP (A) 159
DTC Metering Phase-I11 12
SPA:PE (Release of Agri. Connection) 213
P:SI (Project for System Improvement) 103
P:1E(Project for Intensive Electrification) 1
RGGVY 58

Total 678
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As emphasised in earlier Orders also, significant excess capitalisation is due to time
over-run of the schemes, and excess interest was incurred which would have been
capitalised as IDC. Due to excess capitalisation, an undue burden of excess IDC is
being passed on to consumers, which is not justifiable. Further, the Commission
observes that MSEDCL does not maintain scheme-wise IDC computations. Instead,
IDC is computed as a fixed percentage of 2.95% of the total capitalisation of each
scheme. In case of schemes with excess capitalisation over and above the in-principle
approved capital cost, in this Order the Commission has continued to disallow 50 %
of the IDC worked out by MSEDCL.

MSEDCL has not furnished scheme-wise IDC computation figures, or any details of
scheme-wise allocation of loans and phasing of expenditure, which is necessary for
ascertaining scheme-wise excess capitalisation of IDC. However, MSEDCL has
stated that interest capitalisation during FY 2015-16 amounts to 2.95% of the total
capitalised amount. Thus, for estimating the IDC component included in the excess
capitalisation of Rs. 678 crore for FY 2015-16, the Commission has considered the
same percentage of 2.95%. Accordingly, the derived IDC component of excess
capitalisation works out to Rs. 20.01 crore. The Commission has allowed only 50% of
this IDC component, amounting to Rs. 10.01 crore.

MSEDCL has proposed Rs. 2440 crore towards capitalisation of the scheme ‘Infra
Plan Works-II". However, upon verification of the actual capitalisation in FY 2015-16
under the scheme, it was reported that the actual capitalisation was only Rs. 483 crore,
which has been allowed by the Commission.

As regards the scheme of ‘Agriculture metering’, MSEDCL has claimed capitalisation
of Rs. 142 crore. The Commission has perused the DPR submitted by MSEDCL.
MSEDCL has spread the capital investment on the scheme over the three years
FY2015-16 to FY 2017-18. Rs. 141 crore has been proposed for FY 2015-16.
Accordingly, the Commission has provisionally considered this amount, subject to
prudence check at the time of truing-up.

MSEDCL has claimed capitalisation of Rs. 36 crore against the scheme of Deogad
Wind Power Project. In its previous MYT Order, the Commission had disallowed the
capitalisation of this scheme as follows.

“The Commission notes that MSEDCL is availing the feed-in tariff for the Deogad
Wind Power Project, which is a DPR scheme, determined under the RE Tariff
Regulations. This preferential tariff has already been factored in the recovery of
capital cost of the Project. Hence, allowing capitalisation towards this scheme
separately in the ARR would amount to allowing such recovery twice. Accordingly,
the Commission disallows the capitalisation claimed by MSEDCL towards this
scheme in FY 2014-15 and FY 2015-16, amounting to Rs. 31.5 crore and Rs. 43.88
crore respectively.”

In view of the above, the Commission has disallowed the capitalisation claimed by
MSEDCL towards this scheme.
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MSEDCL has proposed to capitalise the expenditure towards a few pilot DSM
schemes during FY 2015-16. However, in accordance with the DSM Regulations,
2010, the Commission considers it more appropriate to treat the expenditure on these
schemes as revenue expenditure to be included as part of the ARR instead of allowing
their capitalisation. Accordingly, the Commission has disallowed the capitalisation
claimed towards these schemes, and allowed the amount as part of the ARR for FY
2015-16. The details of such schemes in FY 2015-16 have been summarised below:

Table 4-25: DSM Schemes of revenue nature for which Capitalisation is
disallowed, and added in ARR as Revenue Expenses (Rs. crore)

Schemes FY 2015-16
AG-DSM Pilot Project -Magalwedha 1.36
Tal., Solapur Distt.
Star rated ceiling fan Phase-I 0.60
Star rated ceiling fan Phase-I1 6.50
Total 8.46

For the purpose of provisional true-up for FY 2015-16, the Commission has not
considered the capitalisation towards Simhasth Kumbh Mela as no DPR has been
submitted by MSEDCL for in-principle approval, despite the fact that capital outlay
for the scheme is around Rs 25 crore. This shall be considered at the time of MTR,
subject to submission of the DPR by MSEDCL and the Commission’s in-principle
approval.

The capitalisation of non-DPR schemes is beyond the threshold limit of 20% of the
approved DPR scheme capitalisation. Hence, capitalisation towards non-DPR
schemes has been allowed only uptothat threshold level

Based on the above, the capitalisation allowed for FY 2015-16 is as follows.

Table 4-26: Capitalisation approved by Commission for FY 2015-16 (Rs crore)

Particulars Reference FY 2015-16
Total DPR scheme capitalization allowed a 2,272
Total Excess Capitalisation in the year b 678

=500 0,

50% of IDC of excess capitalisation c=50 /oxxb2.95 % 10.01
Net_DP_R Allowed after adjusting IDC of excess d=a-c 2,262
capitalisation
AIIOV\_/abIge non-DPR scheme capitalisation e =20% of d 452
(considering 20% cap)
Non-DPR scheme capitalisation claimed f 1,302
Excess claimed for non-DPR schemes g 850
Net Non-DPR capitalisation approved h=min(e,f) 452
Total (DPR+non-DPR Capitalisation) i=d+h 2,715
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Accordingly, the capitalisation approved for FY 2015-16 is summarised as below.
Table 4-27: Capitalisation for FY 2015-16 (Rs crore)

Ear sl Previous MYT MSEDCL Approved in this
Order Petition Order
Capitalisation 3,534 5596 2715

4.8

Depreciation for FY 2015-16
MSEDCL’s Submission

Depreciation has been calculated taking the opening balance of assets at the beginning
of the year and the projected capitalisation. The depreciation rates are as per the
MY TRegulations, 2011. The comparison of the depreciation approved in the previous
MYT Orderand the provisional depreciation for FY 2015-16 is as shown below:

Table 4-28: Comparison of Depreciation earlier approved and as estimated by
MSEDCL forFY 2015-16 (Rs. crore)

Particulars Previous MYT MSE_[_)CL
Order Petition
Opening GFA 40,576 41,873
Depreciation 2,134 2,333
% Depreciation 5.26% 5.57%

Commission’s Analysis and Ruling

As elaborated in the earlier Chapter on truing-up of FY 2014-15, MSEDCL has, as
part of the implementation of SAP-ERP, streamlined the calculation of depreciation in
line with theMYT Regulations. Accordingly, MSEDCL had highlighted that Fixed
Assets are depreciated under the ‘Straight Line Method’ to the extent of 90% of the
cost of the assets at the rates and manner prescribed under the Regulations.

The Commission notes MSEDCL’s submission that,in case of assets whose
depreciation has not been charged up to 70% after their commissioning, it charges
depreciation at the rates as per the norms till the end of such year in which the
accumulated depreciation reaches up to 70%.After attainment of 70% accumulated
depreciation, it charges depreciation on the basis of the remaining useful life up to
90% of the cost of asset in terms of the Regulations.

The Commission observed, however, that the Opening GFA taken by MSEDCL for
computation of depreciation expense for FY 2015-16 is different from the closing
GFA approved for FY 2014-15 in the previous MYT Order.

The Commission has considered the Opening GFA for FY 2015-16 as the Closing
GFA of FY 2014-15 as trued-upin this Order, and not the GFA as submitted by
MSEDCL. Accordingly, for provisional approval, depreciation has been reworked on

Page 186 of 617 Case No. 48 of 2016



MYT Order of MSEDCL for the period from FY 2016-17 to FY 2019-20

a pro rata basis on the approved Opening GFA for FY 2015-16 and the asset addition
allowed during FY 2015-16. This is subject to prudence check and review during the
truing-up exercise.

Table 4-29: Depreciation approved by Commission for FY 2015-16 (Rs crore)

Approved in this

Particulars Order
Opening GFA 40510
Depreciation 1857
% Depreciation 4.74%

Accordingly, the depreciation approved for FY 2015-16 is as follows.

Table 4-30: Summary of Depreciation for FY 2015-16 (Rs. crore)

Err Tl Previous MYT MSEDCL Approved in this
Order Petition Order
Depreciation 2,134 2,333 1,857

4.9

Interest Expenses for FY 2015-16

MSEDCL’s Submission

Regulation 33 of the MYT Regulations, 2011 specifies that the rate for calculation of
interest on long-term loans to be the weighted average rate of interest on the actual
loan portfolio at the beginning of each year, calculated on the normative average loan
availed in a particular year. Accordingly, MSEDCL has calculated the interest on
long-term loans considering the weighted average rate of interest of 11.83% for FY
2015-16, as shown in the following Table:

Table 4-31: Interest Expense for FY 2015-16 submitted by MSEDCL (Rs. crore)

Particulars Previous MYT Order MSE.[.)CL
Petition

Outstanding Loan at beginning of 14,987 12.447
the year

Loan Drawal 2,307 3,539
Loan Repayment 2,134 2,333
Balance Outstanding at the end of 15160 13,652
the year

Interest Rate 11.90% 11.83%
Gross Interest Expenses 1,794 1,544
Less: Expenses Capitalised 113 --
Net Interest Expenses 1,681 1,544
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In response to issues raised regarding detailed calculation of interest expense and
details of outstanding loan and lender-wise applicable interest rates, MSEDCL has
stated that it has calculated the interest on long-term loans considering the weighted
average rate of interest of 11.83% for FY 2015-16 onwards. Ithas also provided the
details of outstanding loan and applicable interest rates.

Commission’s Analysis and Ruling

In response to the Commission’s query, MSEDCL submitted documentary evidence
confirming the outstanding opening loan balance as on 1st April of FY 2015-16 and
corresponding interest rates considered for computation of weighted average interest
rate, which theCommission has verified.

The Commission askedMSEDCL to confirm if any retirement of assetswas envisaged
in FY 2015-16 and, if so, to submit details and resubmit the computation of interest
on long-term loan.MSEDCL stated that it is difficult to predict the retirement of assets
during the year. However, after availability of the Audited Accounts for FY 2015-16,
the details of retirement of assets will be reported and the revised computation of
interest on long-term loan (if required) will be submitted during the true-up of FY
2015-16.

The Commission does not agree that it is not possible to project the retirement of
assets. In fact, there are several schemes relating to renovation andmodernisation, life
extension, etc., for distribution assets which are undertaken upon assessing the
balance useful life and serviceability of particular assets. Hence, it would be possible
to project the retirement of assets. The Commission directs MSEDCL to maintain in
its Asset Register the details of useful life for each asset, and consider retirement of
assets once it is over. The Commission shall consider the retirement of the assets on
actual basis at the time of true-up of the respective years.

The funding pattern for FY 2015-16 for the capitalisation is provisionally approved by
the Commission, in proportion to the funding pattern of capital expenditure adopted
by MSEDCL and considering the approved capitalisation for the respective years, is
presented in the following Table, subject to prudence check and review during the
truing-up exercise.

Table 4-32: Funding of Capitalisation approved by Commission for FY 2015-16

Particular P Fu_nding
(Rs. crore) Mix (%)
Total Capitalisation 2715
Less: Consumer Contribution 49
Less: Grants 405
Balance to be funded 2261 100%
Equity 286 13%
Debt 1975 87%
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The rate of interest has been allowed as per Regulation 33 of the MYT Regulations as
11.83%, as claimed by MSEDCL. Under the Regulations, the rate for calculation of
interest on long-term loans is the weighted average rate of interest on the basis of the
actual loan portfolio at the beginning of each year. The same has been allowed
accordingly. The opening loan balance is as approved in past Orders.

Table 4-33: Interest Expenses approved by Commission for FY 2015-16 (Rs.
crore)

MSEDCL Approved in

Particulars Petition this Order

Opening Balance of Gross Normative Loan

Cumulative Repayment till the year

Opening Balance of Net Normative Loan 12,447 14,415

Less: Reduction of Normative Loan due to retirement or
replacement of assets

Addition of Normative Loan due to capitalisation during the year 3,539 1,975
Repayment of Normative Loan during the year 2,333 1,857
Closing Balance of Net Normative Loan 13,652 14,533
Closing Balance of Gross Normative Loan
Average Balance of Net Normative Loan 13,050 14,474
Weighted average Rate of Interest on actual Loans (%) 11.83%
Interest Expenses 1,544 1,712
Expenses Capitalised - -
Total Interest Expenses 1,544 1,712
Accordingly, the Interest Expenses approved for FY 2015-16 aresummarised as
follows.
Table 4-34: Interest Expenses for FY 2015-16 as approved by Commission (Rs.
crore)
Particulars Previous MYT MSEDCL Approved in
Order Petition this Order
Interest Expenses 1,681 1,544 1,712

410 Return on Equity for FY 2015-16
MSEDCL’s Submission

MSEDCL has claimed RoE in accordance with Regulation 32.2 of the MYT
Regulations, 2011 for both Wires and Supply Business. The return on equity capital is
allocated in the proposed ratio of Fixed Assets as between the Wires and Supply
Business, i.e. 90% to Wires Business and 10% to Supply Business, in accordance with
the allocation ratio approved in the Business Plan Order in Case No. 134 of 2012.
Therefore, the capital expenditure, grants, equity and capitalisation are divided
between the Wires and Supply Business in the ratio of 90:10. Based on this,
MSEDCL has claimed the RoE for the Wires and Supply Businesses separately.
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The RoE for Wires Business has been computed by MSEDCL at 15.5% on the
average equity based on the opening balance of equity and normative additions during
the year, which has been arrived at by taking 30% of the net capital expenditure (net
of consumer contribution and grants as funded from equity). Accordingly, the RoE
forthe Wires Business is as under:

Table 4-35: RoE for WiresBusiness for FY 2015- 16as per MSEDCL (Rs. crore)

. Previous MYT MSEDCL
PeriE e Order Petition
Regulat(_er Equity at the beginning of the 8410 8713
year (Wires)
Capital Expenditure incurred (excl Grants) -- 4276

Equity portion of capital expenditure -- 582
% of Equity portion of capital expenditure -- 13.60%
Assets Capitalisation - 3895
Equity portion of Assets Capitalisation 720 530

Regulatory Equity at the end of the year 9131 9242
Return on Computation
Return on Regulatory Equity at the beginning 1304 1350
of the year
Return on Normative Equity portion of Asset

T 56 41
Capitalisation
Interest on Equity portion above 30% B 15
@11.83%p.a
To_tal Return on Regulatory Equity for 1359 1406
Wires

The RoE for the Supply Business has been computed at 17.5% on the average equity
taking the opening balance of equity and normative additions during the year, and has
been arrived at considering 30% of the net capital expenditure (net of consumer
contribution and grants as funded from equity). Accordingly, the RoE for the Retail
Supply Business is as under:

Table 4-36: RoE for Supply Business for FY 2015-16 as per MSEDCL (Rs. crore)

Particulars Previous MYT MSEPCL
Order Petition

Regulatory Equity at the beginning of the

yeegr (Wirgs) o ’ ’ 934 968
Capital Expenditure incurred (excl Grants) -- 475
Equity portion of capital expenditure -- 65
% of Equity portion of capital expenditure -- 13.60%
Assets Capitalisation -- 433
Equity portion of Assets Capitalisation 80 59
Regulatory Equity at the end of the year 1015 1026
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Particulars Previous MYT MSEDCL
Order Petition

Return on Computation
Retgrn_on Regulatory Equity at the 164 169
beginning of the year
Return on Normative Equity portion of 7 5
AssetCapitalisation
Interest on Equity portion above 30% -- 2
Total Return on Regulatory Equity for 171 176
Supply

Commission’s Analysis and Ruling

The Commission asked MSEDCL to confirm whether any asset was retired in FY
2015-16, and if so to submit the details and revise the computation of RoE
considering reduction in the equity due to such retirement. In reply, MSEDCLstated
that it is difficult to predict the retirement of assets during the year. However, after
availability of Audited Accounts for FY 2015-16, the details of retirement of assets
will be reported and the revised computation of RoE (if required) will be submitted
during the true-up of FY 2015-16.

The regulatory equity approved by the Commission at the end of FY 2014-15 has
been taken by the Commission as the opening regulatory equity for FY 2015-16, and
the RoE approved as follows:

Table 4-37: Return on Equity (Wires) for FY 2015-16 approved by Commission

(Rs. crore)
Particulars % FY 2015-16

Regulatory Equity at the beginning of the year 8,589
Equity portion of Assets Capitalisation 257
Regulatory Equity at the end of the year 8,846
Return onComputation

Return on Regulatory Equity at the beginning of the year - 0

@15.5% 15.5% 1,331
Return on Normative Equity portion of Asset 0

Capitalisation - @15.5%/2 15.5% 20
Total Return on Regulatory Equity 1,351

Table 4-38: Return on Equity (Supply) for FY 2015-16 approved by Commission

(Rs. crore)
Particulars % FY 2015-16
Regulatory Equity at the beginning of the year 954
Equity portion of Assets Capitalisation 29
Regulatory Equity at the end of the year 983
Return onComputation
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Particulars % FY 2015-16
Return on Regulatory Equity at the beginning of the year - 0
@17.5% 17.5% 167
Retu_rn on I_\Iormatlve Equity portion of Asset 17.5% 2
Capitalisation - @17.5%/2
Total Return on Regulatory Equity 169

Table 4-39: RoE approved by Commission (Wires+Supply) (Rs. crore)

Particulars Previous MSE[_)CL Approved in
MYT Order Petition this Order
ROE for Wires Business 1359 1406 1,351
ROE for Retail Supply Business 171 176 169
Return on Equity 1530 1582 1,521

411

Interest on Working Capital for FY 2015-16
MSEDCL’s Submission

Regulations 35.3 and 35.4 of the MYT Regulations, 2011 specify the norms for loWC
for Wires and Supply Business respectively. MSEDCL has stated that it has computed
the IoWC for Wires and Supply Business based on these Regulations. Accordingly,
the 1oWC and interest on Security Deposits for the Wires Business is presented in the

following Table.

Table 4-40: Interest on Working Capital for WiresBusiness for FY 2015-16, as

ubmitted by MSEDCL (Rs. crore)

Particulars Previous MSE[_)CL
MYT Order Petition

Computation of Working Capital (Wires
Business)
One-twelfth of amount of O&M expenses 386 432
One-twelfth of sum of the book value of stores,
materials and supplies including fuel on hand at the 61 57
end of each month of such financial year
Two mo_nth_s of_ expec_ted revenue from charges for 1639 1667
use of Distribution Wires
Less: Amount held as Security Deposit from
Distribution System Users ) P (660) (606)
Total Working Capital Requirement 1,426 1549
Rate of Interest (% p.a.) 14.75% 14.75%
Interest on Working Capital 210 229
Actual Working Capital Interest
Interest on Security Deposit

Page

192 of 617

Case No. 48 of 2016




MYT Order of MSEDCL for the period from FY 2016-17 to FY 2019-20

Particulars FIEMIOE MSE.[.)CL
MYT Order Petition
Rate of Interest (% p.a.) 8.75% 7.75%
Interest on Security Deposit 58 47

The provision in the MYT Regilations, 2011 for reducing the working capital by the
total amount of CSD renders the net working capital negative for the Supply Business.
Therefore, the working capital requirement based on normative principles works out
to zero. The amount of CSD reflected in theBooks of Accounts is only a notional
amount. Although it is reflected in the Balance Sheet, in the Transfer Scheme
MSEDCL has not physically received such deposits in cash from the erstwhile
MSEB, but has to pay loWC.Working capital is mainly required to meet liabilities
relating to fuel and power purchase, and is beyond MSEDCL’s reasonable control.

MSEDCL has calculated the loWC at 14.75%, i.e. the SBAR, and the interest on CSD
at 7.75% per annum, i.e. the RBI Bank Rate.

The IoWC for the Retail Supply Business is as shown below:

Table 4-41: Interest on Working Capital for Supply Business for FY 2015-16, as
submitted by MSEDCL (Rs. crore)

Particulars Previous MYT MSEDCL
Approved Petition

Computation of Working Capital (Supply
Business)
One-twelfth of amount of O&M expense 178 129
One-twelfth of sum of the book value of stores,
materials and supplies including fuel on hand at the 7 6
end of each month of such financial year
Two months of expected revenue from sale of 8246 9152
electricity at prevailing
Less: Amount held as security deposit from retail (5938) (5455)
supply consumers
Less: One month equivalent of cost of Power Purchase (3437) (3670)
Total Working Capital Requirement (944) 162
Computation of working capital interest
Rate of Interest (% p.a.) 14.75% 14.75%
Interest on Working Capital (Normative Basis) - 24
Actual Working Capital Interest
Interest on Security Deposit
Rate of Interest (% p.a.) 8.75% 7.75%
Interest on Security Deposit 520 423
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Commission’s Analysis and Ruling

The Commission asked MSEDCLfor documentary evidence for the interest rate
considered for computation of loWC and Interest on Security Deposits for FY 2015-
16.MSEDCL stated that, as per Regulation 35, the Io0WCis to be equal to the SBAR as
on the date of application for determination of tariff. Accordingly, for FY 2015-16,
MSEDCL has applied the SBAR of. 14.75%, prevailing when the previous Petition
for Tariff determination for FY 2015-16 was filed.

MSEDCL further stated that, as per theRegulations, the interest on CSDis the Bank
Rate as on the date on which the application for determination of Tariff is made. Since
the interest will be paid on the CSD at the end of FY 2015-16, MSEDCL has applied
the Bank Rate applicable as on the date of filing of the present MYT Petition,
1.6.7.75%.

The Commission has reworked the IoWC in accordance with the norms specified in
the MYT Regulations and based on parameters such as the O&M Expenses, Wires
ARR and Supply ARR approved in this Order.

Table 4-42: Interest on Working Capital and Security Deposit for WiresBusiness
approved by Commission for FY 2015-16 (Rs crore)

FY 2015-16
Particulars Previous MSEDCL | Approved in
MYT Order Petition this Order

One-twelfth of amount of O&M expenses 386 432 377
One-twelfth of sum of the book value of stores,
materials and supplies including fuel on hand at the 61 57
end of each month S7
Two mopthg of _expec?ed revenue from charges for 1,639 1,667 1.467
use of Distribution Wires
Less: Amount held as Security Deposit from
Distribution System Users R (660) (606) (606)
Total Working Capital Requirement | 1,426/ || 1549 || 1,295
Rate of Interest (% p.a.) 14.75% 14.75% 14.75%
Interest on Working Capital 210 229 191
Interest on Security Deposit
Rate of Interest (% p.a.) 8.75% 7.75% 7.75%
Interest on Security Deposits 58 47 47

Table 4-43: Interest on Working Capital and Security Deposit for Supply
Business approved by Commission for FY 2015-16 (Rs. crore)

FY 2015-16
Particulars Previous MYT | MSEDCL Approved
Order Petition In this Order
One-twelfth of amount of O&M expense 178 129 167
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FY 2015-16
Particulars Previous MYT | MSEDCL Approved
Order Petition In this Order
One-twelfth of sum of the book value of stores,
materials and supplies including fuel on hand at 7 6 6
the end of each month
Two r_n(_Jnths of expe_cted revenue from sale of 8246 9,152 9,152
electricity at prevailing tariff
Less: Amount held as Security Deposit (5938) (5,455) (5,455)
Less: One month equivalent of cost of Power (3437) (3,670) (3,670)
Purchase
Total Working Capital Requirement | (944)|| 162]|| 200
Computation of Working Capital interest
Rate of Interest (% p.a.) 14.75% 14.75% 14.75%
Interest on Working Capital 24 30
Interest on Security Deposit
Rate of Interest (% p.a.) 8.75% 7.75% 7.75%
Interest on Security Deposit 520 423 423

Table 4-44: Interest on Working Capital and Security Deposit approved by
Commission (Wires+Supply) (Rs. crore)

Particulars Previous MSE_I?CL Approved in
MYT Order Petition this Order

Interest on Working Capital and Security 268 275 239
Deposit - Wires Business
Interest on Working Capital and Security 520 447 452
Deposit - Supply Business
Interest on Working Capital and Security
Deposit (Supply+Wires Business) 788 722 691

4.12 Other Finance Charges for FY 2015-16
MSEDCL’s Submission

MSEDCL has estimated Other Finance Charges amounting to Rs. 31 crore for FY
2015-16 applying an increase of 5% over the previous year. These are the fund raising
charges, i.e., Guarantee charges, Finance Charges, Stamp Duty and Service Fee.

Table 4-45: Other Finance Charges for FY 2015-16, as submitted by MSEDCL

(Rs. crore)
Particulars Previous MYT MSEDCL
Order Petition
Guarantee Charges 7 6
Finance Charges 23 24
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4.13

. Previous MYT MSEDCL
PRI ELE Order Petition
Stamp Duty 2 0
Service Fee 2 2
Other Interest and Charges 4 -
Total Other Finance Charges 39 31

Commission’s Analysis and Ruling

The Commission has accepted the estimation of MSEDCL for the purpose of
provisional truing-up of Other Finance Charges for FY 2015-16.Accordingly, the
Other Finance Charges approved for FY 2015-16 are as follows.

Table 4-46: Other Finance Charges for FY 2015-16 as approved by Commission
(Rs. crore)

Particulars Previous MYT MSEDCL | Approved in
Order Petition this Order
Other Finance Charges 39 31 31

Provision for Bad Debts for FY 2015-16
MSEDCL’s Submission

MSEDCL has claimed provisioning towards Bad Debts for FY 2015-16 in line with
Regulations 78.6 and 92.9 of the MYT Regulations, 2011, under which provision for
Bad and Doubtful Debts may be allowed up to 1.5% of the receivables as per the
Audited Annual Accounts, duly allocated between the Wires and Supply Business.

The provision for Bad and Doubtful Debts at 1.5% of the receivables for FY 2014-15
has been made for FY 2015-16 as shown in the following Table:

Table 4-47: Provision for Bad Debts for FY 2015-16as per MSEDCL (Rs. crore)

Particulars Previous MYT MSE_I?CL
Order Petition
Provision for Bad Debts 210 258
Receivables 13983 17216
% of Receivables 1.50% 1.50%

Commission’s Analysis and Ruling

For the provisional truing-up of FY 2015-16, the Commission has approvedthe
provision forBad Debts as approved for FY 2014-15,at Rs. 258 crore, subject to
subsequent truing-up after prudence check.
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Table 4-48: Provision for Bad Debts for FY 2015-16 as approved by Commission

(Rs. crore)
Particulars Previous MYT MSEDCL Approved in
Order Petition this Order
Provision for Bad and Doubtful Debts 210 258 258

4.14 Other Expenses for FY 2015-16
MSEDCL’s Submission

The Other Expenses of MSEDCL comprise interest to suppliers/ contractors, rebate to
consumers and other expenditure, viz. compensation for injuries to staff and outsiders.
Other Expensesearlier approved and now claimed provisionally by MSEDCL are as
tabulated below.

Table 4-49: Other Expenses FY 2015-16 as per MSEDCL (Rs. crore)

Particulars Previous MSEDCL
MYT Order Petition
Other Expenses 21 42

Commission’s Analysis and Ruling

For provisional truing-up of FY 2015-16, the Commission has disallowed the heads
Loss on obsolescence of Fixed Assets, Intangible Assets written-off and Interest on
Staff Welfare Fund for the reasons elaborated in the truing-up of FY 2014-15.

Accordingly, the Commission has approved the following towards Other Expenses,
subject to prudence check at the time of true-up.

Table 4-50: Other Expenses for FY 2015-16as approved by Commission (Rs.

crore)
Particulars Previous MSE_I?CL Approved in
MYT Order Petition this Order

Compensation for injuries, death to staff 2 3 3
Compensation for injuries, death to others 7 6 6
Loss on obsolescence of Fixed Assets 11 -
Loss on sale of scrap - -
Intangible assets written-off 12 11 -
Interest on Staff Welfare Fund 6 -
Non Moving Items 2 2
Refund of Additional Supply Charge - -
Regular concession in tariff to Powerloom
consumers i i
Interest to Suppliers/Contractors (O&M) 2 2
Small and low value write-offs 0 0 0
Others 1 1

TOTAL 21 42 14
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4.15

4.16

Contribution to Contingency Reserves for FY 2015-16
MSEDCL’s Submission

Considering its precarious financial condition and unavailability of sufficient funds to
discharge its various liabilities, it was not feasible for MSEDCL to invest in
Contingency Reserves. Accordingly, it has not been claimed in ARR of the FY 2015-
16.

Commission’s Analysis and Ruling

Regulation 36 of the MYT Regulations, 2011 provides for appropriation to the
Contingency Reserve ofnot less than 0.25 per cent and not more than 0.5 per cent of
the original cost of Fixed Assets annually towards in the calculation of ARR. Tthe
amount is to be invested in securities authorised under the Indian Trusts Act, 1882
within six months of the close of the financial year. MSEDCL has neither provisioned
for any addition in Contingency Reserve in FY 2015-16 nor planned for investment
within the timelines stipulated. Accordingly, for provisional truing-up, taking into
account MSEDCL’s submissions and the considerations explained in the truing-up for
FY 2014-15, the Commission has not considered any amount towards contribution to
Contingency Reserve in FY 2015-16 either.

Table 4-51: Contribution to Contingency Reserve for FY 2015-16as considered
by Commission (Rs. crore)

Previous MYT | MSEDCL | Approved in

Particulars Order Petition | this Order

Contribution to Contingency Reserve 101 - -

Incentives and Discounts for FY 2015-16
MSEDCL’s Submission
MSEDCL has estimated the incentives and discounts at 5% over the previous year.

Table 4-52: Incentives and Discounts for FY 2015-16 submitted by MSEDCL
(Rs. crore)

Particulars Previous MYT Order MSE.DCL
Petition
Incentives/Discounts 242 258

Commission’s Analysis and Ruling

The Commission has provisionally approved incentives and discounts as estimated by
MSEDCL, subject totruing-up after prudence check.
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Table 4-53: Incentives and Discounts approved for FY 2015-16 (Rs. crore)

Particulars Previous MYT MSEDCL Approved in
Order Petition this Order
Incentives/Discounts 242 258 258

4.17 Non-Tariff Income for FY 2015-16

MSEDCL’s Submission

MSEDCL has certain sources of Non-Tariff Income, viz. interest on arrears of
consumers, DPC, interest on staff loans and advances, sale of scrap, interest on
investments, rebate on power purchase, etc. It has estimated Non-Tariff Income with
an escalation of 5% over the actual income received during FY 2014-15. Comparison
of Non-Tariff Income as estimated by MSEDCL and as earlier approved by the
Commissionis presented in the Table below.

Table 4-54: Non-Tariff Incomeas per MSEDCL (Rs. crore)

Particulars Ny b EEDCL
Approved Petition
Non-Tariff Income 1847 2055

Commission’s Analysis and Ruling

The Commission has examined the various heads under which MSEDCL has
proposed Non-Tariff Income. DPC, Interest on Delayed Payment Charges and other
miscellaneous receipts form the major heads of Non-Tariff Incomeand amount to Rs.
239 crore, Rs. 1094 crore and Rs. 609 crore respectively. These have been projected
by MSEDCL with an increase of 5% over the actual income received in FY 2014-15.
Commission has accepted the projections against these heads on a provisional basis,
subject to truing-up after prudence check.

MSEDCL has not projected any income on account of theft recovery although, as in
past years, it would be likely recovery some amount on this count in FY 2015-16 also.
Moreover, during the public consultation process, MSEDCL reiterated its
commitment towards curbing theft of electricity. Accordingly, for provisional truing-
up, the Commission has taken an amount of Rs. 67 crore as the expected revenue
from theft recovery during FY 2015-16, equivalent to the actual of the previous year.

In the light of the above, the Commission has approved the following Non-Tariff
Incomeprovisionally for FY 2015-16.
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4.18

4.19

Table 4-55: Non-Tariff Income for FY 2015-16, as approved by Commission (Rs.
crore)

Particulars MSEDCL Approved in this
Petition Order
Non-Tariff Income 2055 2123

Income from Wheeling Charges for FY 2015-16
MSEDCL’s Submission

MSEDCL has estimated income from Wheeling Charges with a 5% increase over the
actual income received in FY 2014-15. The comparison of income from Wheeling
Charges as estimated by MSEDCL and as earlier approved by the Commission is
presented in the Table below:

Table 4-56: Income from Wheeling Charges for FY 2015-16 as per MSEDCL
(Rs. crore)

Particulars Previous MSEDCL
MYT Order Petition
Income From Wheeling Charges 21 3

Commission’s Analysis and Ruling

OA sale estimated for FY 2015-16 is 5928 MU as against 3909 MU in FY 2014-
15,i.e. a growth of around 50%. Considering this high growth rate, the Commission
does not accept the escalation rate of 5% assumed by MSEDCL for projecting the
revenue from Wheeling Charges.

For provisional truing-up, the Commission has considered an increase in the revenue
from Wheeling Charges commensurate with the annual growth in OA sales, which
works out to Rs. 4 crore. This shall be trued-up at the MTR stage subject to prudence
check.

Table 4-57: Income from Wheeling Charges for FY 2015-16 as approved by
Commission (Rs. crore)

Particulars Previous MSEDCL Approved in
MYT Order Petition this Order
Income From Wheeling Charges 21 3 4

Income from Open Access Charges for FY 15-16
MSEDCL’s Submission

MSEDCL has estimated income from OA Charges with an escalation of 5% over the
actual income received in FY 2014-15. Thecomparison of income from OA Charges
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as estimated by MSEDCL and as earlier approved by the Commissionfor FY 2015-16
is presented in the Table below:

Table 4-58: Income from Open Access Charges for FY 2015-16 as per MSEDCL

(Rs. crore)
e e Previous MSEDCL
MYT Order Petition
Income from Open Access Charges 311 399

Commission’s Analysis and Ruling

As in the case of the income from Wheeling Charges and for the same reasons,the
Commission does not accept the escalation rate of 5% assumed by MSEDCL for
projecting the revenue from OA sales.Instead, for provisional truing-up, it has
considered an increase in revenue from OA commensurate to the annual growth in
OA sales, which works out to Rs. 576 crore. However, this will be subsequently
trued-up subject to prudence check.

Table 4-59: Income from Open Access Charges for FY 2015-16 as approved by
Commission (Rs. crore)

. Previous MSEDCL Approved in
PRI MYT Order Petition this Order
Income from Open Access Charges 311 399 576

4.20 Compensation and Penalties paid by MSEDCL
MSEDCL’s Submission

As sought by the Commission, MSEDCL has submitted the compensation and penalty
amount paid as per Orders of the Commission, CGRF, Ombudsman and other forums

as follows.
Table 4-60: Compensation and Penalties paid in FY 2015-16 as per MSEDCL
(Rs. crore)
Particulars Amount
Amount of Compensation / penalty paid 0.12

Commission’s Analysis and Ruling

As explained earlier, by its very nature no such compensation or penalty paid can be
recovered from consumers through the ARR. Accordingly, that amount has been
deducted from the ARR approved for FY 2015-16.
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4.21 Sharing of Efficiency Loss on account of Distribution Loss restatement

As elaborated earlier in this Order, the sales for FY 2015-16 have been reassessed
based on the revised Agriculture Index approved for the year. Accordingly, the
Distribution Loss has been restated as 18.24%,as against 14.51% claimed by
MSEDCL. At the same time, the power purchase quantum and expense reported for
FY 2015-16 by MSEDCL has been provisionally allowed, as it is said to be the actual
procurement till March, 2016. However, while doing so, the effect of restatement of a
higher Distribution Loss has not been passed on to the consumers.

The impact of restatement of Distribution Lossas compared to the earlier approved
target will have to be provisionally estimated and the efficiency loss on this account
shared by MSEDCL and the consumers. Sharing of gains and losses on account of
controllable factors is normally done at the time of subsequent truing-up of expenses.
However, the impact of the sharing of efficiency loss on account of Distribution Loss
restatement is significant. In case it is deferred, the future impact in terms of the
additional carrying/holding cost may also be very substantial.

In view of the above, and considering its circumstances, the Commission has
considered it appropriate to undertake the sharing of efficiency loss on account of the
restatement of Distribution Loss in FY 2015-16 on a provisional basis.

Accordingly, the Commission has worked out the efficiency loss due to under-
achievement of the original Distribution Loss reduction target based on the ABR "in
FY 2015-16, as shown in the Table below:

Table 4-61: Efficiency Loss due to restatement of Distribution Loss in FY 2015-
16, as determined by Commission

Particulars Unit Value
Normative Distribution Losses % 13.50%
Actual Distribution Losses % 18.24%
Actual energy input at the distribtionperiphery MU 1,16,184
Normative Loss MU 15,685
Normative sales (incl. OA & credit sales) MU 100,499
Approved sales (Incl. OA & credit sales) MU 94,965
Lower sales due to higher Distribution Loss MU 5,534
Average Billing Rate Rs/ kWh 6.20
Lower sales due to higher Distribution Loss Rs. crore 3,429
Efficiency Loss to be retained by MSEDCL Rs. crore 2,286
Efficiency Loss to be passed on to consumers Rs. crore 1,143
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4.22 Revenue for FY 2015-16
MSEDCL’s Submission

MSEDCL has taken the provisional revenue available up to December, 2015 and
estimated the revenue for January to March, 2016 considering the estimated number
of consumers, sales and Connected Load/Contract Demand, applying the prevailing
tariff, including FAC. Thecomparison of revenue as estimated by MSEDCL and as
approved in the previous MYT Orderfor FY 2015-16 is presented in the Table below.

Table 4-62: Revenue for FY 2015-16, as submitted by MSEDCL (Rs. crore)

Particulars Previous MY T MSEDCL
Order Petition
Revenue 55,602 54911

There has been a substantial decrease in the Industrial category sales due to the
overall economic conditions and OA. Further, from November, 2015, Railways has
opted for OA, and that has resulted in reduction of sale in the Railways category. This
has resulted in lower revenue.

Commission’s Analysis and Ruling

After the close of 2015-16, the Commission sought details of actual revenue for the
full year. MSEDCL submitted the actual revenue of Rs 54,911 crore for the
provisional true-up.

The Commission has verified the revenue estimate taking the actual unaudited sales
during the year and the approved tariff, including the actual revenue from FAC and
other charges. On this basis, the revenue for FY 2015-16 works out to much higher
thanestimated by MSEDCL, for which reconciliation was sought. MSEDCL statedthat
the revenue from sale of power reported by it is based on the actual billing
information available for FY 2015-16. It also stated thatthe revised tariffs pursuant to
the previous MYT Order were effected from 1 June, 2015. In the months of April and
May, 2015, MSEDCL has charged the tariffs as per the Tariff Order dated 16 August,
2012, which were lower. Further, the information reported in Format F 13 A
regarding the number of consumers and Connected Load/Contract Demand for FY
2015-16 are as in March,2016. These figuresvary from month to month and are not
constant throughout the year.The calculation of Demand Charges is based on the
assumed average Load Factor, which may also differ from consumer to consumer and
from month to month depending on actual usage.The information submitted by
MSEDCL for FY 2015-16 is based on the actual billing as recorded in its IT system.

In view of the above, for provisional truing-up, the Commission has considered the
revenue as claimed by MSEDCL for FY 2015-16.
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Table 4-63: Revenue for FY 2015-16, as approved by Commission (Rs. crore)

Particulars Previous MYT MSEDCL Approved in
Order Petition this Order
Revenue 55,602 54,911 54,911

4.23 Income from Trading of Surplus Power
MSEDCL’s Submission

MSEDCL has estimated the income from trading of surplus power as Rs. 189 crore,
as in FY 2014-15.1In response to data gaps, MSEDCL has submitted the month-wise
traded units (MU) and the actual rate at which surplus power was traded.

To the clarification sought by the Commission for availability of surplus power for
trading in FY 2015-16 when none was envisaged in the previous MYT Order,
MSEDCL stated that surplus power was available during night hours which needed to
be sold in order to maintain the stability of the system. MSEDCL had sold 579.97 MU
power through the Power Exchanges in 2014-15 and around 880 MU in 2015-16. The
month-wise quantum and rate at which surplus power was traded in FY 2015-16,up to
February, 2016, is as shown in the following Table.

Table 4-64: Quantum and Rates of Traded Surplus Power in FY 2015-16, as
submitted by MSEDCL

IEX 2015-16 PXIL 2015-16 Total FY 2015-16
Rate Rate Rate
Month MU Amt i MU Amt i MU Amt i

Apr-15 26.98 | 6.23 | 231 | 0.00 | 0.00 0.00 26.98 | 6.23 2.31

May-15 1268 | 245 | 193 | 0.00 | 0.00 0.00 12.68 | 2.45 1.93

Jun-15 7116 | 1215 | 1.71 | 842 | 1.48 1.76 79.58 | 13.63 1.71

Jul-15 1217 | 210 | 1.73 | 5.35 0.97 1.82 17.52 | 3.07 1.75

Aug-15 3321 | 655 | 197 | 3.15 | 0.68 2.17 36.36 | 7.23 1.99

Sep-15 137.79 | 38.84 | 282 | 1.60 | 0.50 3.10 |139.39 | 39.34 2.82

Oct-15 1848 | 513 | 2.77 | 0.00 | 0.00 0.00 18.48 | 5.13 2.77

Nov-15 4169 | 890 | 213 | 497 | 0.87 1.76 46.65 | 9.77 2.09

Dec-15 188.20 | 38.04 | 2.02 | 19.57 | 4.53 231 | 207.77 | 4257 2.05

Jan-16 161.31 | 27.78 | 1.72 | 13.90 | 2.90 209 ]175.21 | 30.68 1.75

Feb-16 7338 | 12.28 | 1.67 | 0.00 | 0.00 0.00 73.38 | 12.28 1.67

Total 777.05]160.45 | 2.06 | 56.95 | 11.93 210 |834.00 | 172.39 2.07

To the Commission’s query as to why, inspite of the increase in surplus power traded,
it had projected the income at the same level as in FY 2014-15MSEDCLstated that
even thoughthe rates were lower than in the previous year.

Commission’s Analysis and Ruling

Based on the actual data of surplus power traded upto February, 2016, the total
revenue works out to Rs. 172.39 crore. Extrapolated for 12 months, the revenue from
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the trading surplus would be around Rs. 189 crore.Hence, the Commission has
provisionally approved the income from trading of surplus power as submitted by
MSEDCL, at Rs. 189 crore, subject totruing-upafter prudence check.

Table 4-65: Income from Trading Surplus in FY 2015-16 as approved by
Commission (Rs. crore)

Previous MYT
Order

Revenue -

MSEDCL
Petition

189

Approved in
this Order

189

Particulars

4.24  Segregation of Wires and Supply ARR

In its Business Plan Order dated 26 August, 2013 (Case No. 134 of 2012), the
Commission had approved the percentage allocation of the ARR between the
WiresBusiness and Supply Business. The Allocation Matrix is set out in the previous
Chapter on the truing-up for FY 2014-15, and MSEDCL has presented the Wires and
Supply ARRs for FY 2015-16 based on it. As elaborated in earlier paragraphs, the
Commission has analysed the various components of the respective ARRs in
accordance with the Regulations, and has approved the ARRfor FY 2015-16 as set out
below.

4.25 Aggregate Revenue Requirement for FY 2015-16

MSEDCL’s Submission

Considering the discussion of the ARR parameters presented in MSEDCL’s Petition
and in its additional submissions, the ARR forthe Wiresand the Supply Business is as
presented in the following Tables:

Table 4-66: ARR for Wires Business for FY 2015-16 as per MSEDCL (Rs. crore)

Particulars Prevcljorudsel;/IYT Nlljiﬁgg:‘ Difference
Operation & Maintenance Expenses 4627 5178 551
Depreciation 1920 2100 180
Interest on Loan Capital 1512 1389 (123)
Interest on Working Capita_ll& _Interest on Deposits 268 275 7
from Consumers and Distribution System Users
Other Finance Charges 35 28 (7)
Provision for Bad and Doubtful Debts 21 26 5)
Income Tax 0 - (0)
Contribution to Contingency Reserves 91 -- (91)
Total Revenue Expenditure 8474 8997 523
Add: Return on Equity Capital 1359 1406 47
Aggregate Revenue Requirement 9833 10403 570
Less: Income from Wheeling Charges 21 3 (18)
Less: Income from Open Access Charges 311 399 88
Aggregate Revenue Requirement from
D?s%rigution Wires ) 9501 10001 500
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Table 4-67: ARR for Supply Business for FY 2015 -16 as per MSEDCL (Rs.

crore)
: Previous MYT MSEDCL .

Particulars Order Petition Difference
Power Purchase Expenses (including Inter-
StateTransmission gharges() ) 41243 44034 2785
Operation & Maintenance Expenses 2085 1547 (538)
Depreciation 213 233 20
Interest on Loan Capital 168 154 (14)
Interest on Working Capital& Interest on
Deposits 520 447 (73)
from Consumers and Distribution System Users
Other Finance Charges 4 3 (1)
Provision for Bad and Doubtful Debts 189 232 43
Other Expenses 21 42 21
Intra-State Transmission Charges including
MSLDC 3627 4070 443
Fees & Charges
Income Tax 0 -- (0)
Contribution to Contingency Reserves 10 - (10)
Incentives/Discounts 242 258 16
Prior Period Expenses and Exceptional Items 0 --
DSM expenses 8 - (8)
Total Revenue Expenditure 48336 51022 2686
Add: Return on Equity Capital 171 176 5
Aggregate Revenue Requirement 48507 51198 2691
Less: Non-Tariff Income 1847 2055 208
Add: RLC refund 450 -- (450)
Aggregate Revenue Requirement fromRetail 47110 49143 2033

Supply

Table 4-68: ARR for FY 2015-16 (Wires + Supply) as per MSEDCL (Rs. crore)

Particulars PreV(ID():J(jsel;AYT NIIDiEiS;:nL Difference
Power Purchase Expenses 41249 44034 2785
Operation & Maintenance Expenses 6712 6725 13
Depreciation Expenses 2134 2333 199
Interest on Loan Capital 1680 1544 (136)
Interest on Working Capital& Interest on
Deposits from Consumers and Distribution 788 722 (66)
System Users
Other Finance Charges 39 31 (8)
Provision for Bad and Doubtful Debts 210 258 48
Other Expenses 21 42 21
Income Tax 0.04 -- (0)
Intra-State Transmission Charges, MSLDC 3627 4070 443

Charges
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Particulars Prev(|)orudsel;/lYT NllasetEiE;]L Difference
Incentives/Discounts 242 258 16
Contribution to Contingency Reserves 101 -- (101)
DSM expenses 8 - (8)
Total Revenue Expenditure 56812 60019 3207
Add: Return on Equity Capital 1530 1582 52
Aggregate Revenue Requirement 58342 61601 3259
Less: Non-Tariff Income 1847 2055 208
Less: Income from Wheeling Charges 21 3 (18)
Less: Income from Open Access Charges 311 399 88
Add: RLC refund 450 - (450)
Aggregate Revenue Requirement from Retail
ke d 56613 59144 2531

Commission’s Analysis and Ruling

Based on the component-wise analysis set out in earlier Sections, the summary of the
ARR for the Wires Business and Supply Business, as claimed by MSEDCL and as
provisionally approved by the Commission, for FY 2015-16 is presented in the Tables

below.

Table 4-69
Commission (Rs. crore)

: ARR for Wires Business for FY 2015-16, as approved by

Particulars EOEONE b MSEI.DF:L Appi'rﬂlﬁic;
Order Petition Order
Operation & Maintenance Expenses 4,627 5,178 4,527
Depreciation 1,920 2,100 1,671
Interest on Loan Capital 1,512 1,389 1,541
Interest on Working Capi i
from Consumers ar?d Dgttraillb%tilgaege;sttgrm [l)JZz(r): - 268 275 238
Other Finance Charges 35 28 28
Provision for Bad and Doubtful Debts 21 26 26
Income Tax 0 0
Contribution to Contingency Reserves 91 0
Total Revenue Expenditure 8,474 8,997 8,032
Add: Return on Equity Capital 1359 1,406 1,351
Aggregate Revenue Requirement 9833 10,403 9,383
Less: Income from Wheeling Charges 21 3 4
Less: Income from Open Access Charges 311 399 576
Aggregate Revenue Requirement from
D?sgtrigution Wires : 9501 10,001 8,803
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Table 4-70 : ARR for Supply Business for FY 2015-16, as approved by
Commission (Rs. crore)

. Approved

Particulars Prev'ousol\ﬂg; ME,eEt?t%r‘] ppig this
rder
Power Purchase Expenses (incl. Inter-State
Transmission Chargpes) ( 41249 44,034 44,034
Operation & Maintenance Expenses 2085 1,547 2,005
Depreciation 213 233 186
Interest on Loan Capital 168 154 171
Interest on Working Capital& Interest on Deposits
from Consumers ar?d DFstribution System UsF()ars 520 a1 452
Other Finance Charges 4 3 3
Provision for Bad and Doubtful Debts 189 232 232
Other Expenses 21 42 14
Intra-State Transmission Charges, incl. MSLDC
Feos & Charges g 3627 4,070 4,070
Income Tax 0 - 0
Contribution to Contingency Reserves 10 - 0
Incentives/Discounts 242 258 258
DSM expenses 8 8
Total Revenue Expenditure 48336 51,022 51,436
Add: Return on Equity Capital 171 176 169
Aggregate Revenue Requirement 48507 51,198 51,606
Less: Non-Tariff Income 1847 2,055 2,123
Less: Amount of Compensation Paid 0.12
Add: RLC refund 450 5
é\ggr?gate Revenue Requirement from Retail 47110 49,143 49,488
pp

Table 4-71 : Combined ARR for FY 2015-16 (Wires + Supply), as approved by

Commission (Rs. crore)

Particulars Previous MSE_I?CL Approved in
MYT Order Petition this Order

Power Purchase Expenses 41249 44,034 44,034
Operation & Maintenance Expenses 6712 6,725 6,533
Depreciation Expenses 2134 2,333 1,857
Interest on Loan Capital 1681 1,544 1,712
Interest on Working Capital& Interest on Deposits from
Consumers and Distribution System Users 788 722 690
Other Finance Charges 39 31 31
Provision for Bad and Doubtful Debts 210 258 258
Other Expenses 21 42 14
Income Tax 0.04 - -
Intra-State Transmission Charges andMSLDC Charges 3627 4,070 4,070
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Particulars Previous MSEPCL Approved in
MYT Order Petition this Order

Incentives/Discounts 242 258 258
Contribution to Contingency Reserves 101 - -
DSM expenses 8 - 8
Total Revenue Expenditure 56,812 60,019 59,468
Add: Return on Equity Capital 1530 1,582 1,521
Aggregate Revenue Requirement 58,342 61,601 60,989
Less: Non-Tariff Income 1847 2,055 2,123
Less: Income from Wheeling Charges 21 3 4
Less: Income from Open Access Charges 311 399 576
Less: Amount of compensation paid to consumers - - 0.12
Add: RLC refund - 5
Add:Effect of Provisional sharing of gains/losses - (2,286)
Aggregate Revenue Requirement from Retail Tariff 56,613 59,144 56,004
Add: Past Period Surplus (1,011) (1,011)
Less: Revenue from Sale of Power 55,602 54,911 54,911
Less: Revenue from Trading Surplus 189 189
Revenue Gap/(Surplus) - 4044 (107)
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5.1

5.2

AGGREGATE REVENUE REQUIREMENT FOR 3™ CONTROL
PERIOD

Background

MSEDCL has sought approval for the projection of ARR for the 3™ Control Period
FY 2016-17 to FY 2019-20 based on the MYT Regulations, 2015.

The Commission’s analysis and approval of various ARR components over the 3rd
Control Period is set out in the following Sections.

Segregation of Wires and Supply Business
MSEDCL’s Submission

MSEDCL has not undertaken any actual accounting separation between the
Distribution Wires Business and Retail Supply Business. It has has segregated the
expenses based on the Allocation Matrix provided in the MYT Regulations, 2015.

Commission’s Analysis and Ruling

Regulation 68 of the MYT Regulations, 2015 outlines the requirement of separation
of accounts of Distribution Licensee into Distribution Wires Business and Retail
Supply Business. It also stipulates that, in the absence of separate accounting records,
the Allocation Matrix specified in the Regulations should be used for apportioning the
ARR:

“68. Separation of Accounts of Distribution Licensee -

Every Distribution Licensee shall maintain separate accounting records for
the Distribution Wires Business and Retail Supply Business and shall prepare
an Allocation Statement to enable the Commission to determine the Tariff
separately for:—

(a) Distribution Wires Business;
(b) Retail Supply of electricity:

Provided that in case complete accounting segregation has not been done
between the Distribution Wires Business and Retail Supply Business of the
Distribution Licensee, the Aggregate Revenue Requirement of the Distribution
Licensee shall be apportioned between the Distribution Wires Business and
Retail Supply Business in accordance with the following Allocation Matrix:

...Provided further that the above Allocation Matrix shall be applied for all or
any of the heads of expenditure and revenue, where actual accounting
separation has not been done between the Distribution Wires Business and
Retail Supply Business;
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...Provided also that the Commission may require the Distribution Licensee to
file separate Petitions for determination of Tariff for the Distribution Wires
Business and Retail Supply Business. “

The Allocation Matrixspecified in the Regulations for segregation of expenses is as
follows:

Table 5-1: Allocation Matrix for Retail Supply and Wires Business Expenses

. Distribution Retail Suppl
Particulars Wires Business Busine'.:: !

Power Purchase Expenses 0% 100%
Operation & Maintenance Expenses 65% 35%
Depreciation 90% 10%
Interest on Long-term Loan Capital 90% 10%
Interest on Working Capital 10% 90%
Interest on Consumer Security Deposits 10% 90%
Provision for Bad and Doubtful Debts 10% 90%
Income Tax 90% 10%
Contribution to Contingency Reserves 90% 10%
Return on Equity 90% 10%
Non-Tariff Income 10% 90%
Inter-State Transmission Charges 0% 100%
Intra-State Transmission Charges 0% 100%

Accordingly, while approving the expenses, the Commission hassegregated them
based on the above Allocation Matrixfor determining the WiresARR and Supply ARR
for the 3"Control Period.

5.3  Sales Projections for 3rd Control Period
MSEDCL’s Submission

MSEDCL has estimated the energy consumption for the different consumer categories
primarily based on the consumer category-wise CAGR trend of past years. Wherever
it observed that the trend is unreasonable or unsustainable, the growth factors have
been corrected to arrive at more realistic projections.

MSEDCL has considered FY 2014-15 sales as the base, and applied specified annual
growth rates on the provisional sales for FY 2015-16 to arrive at the projected sales
for the 3™Control Period. The broad category-wise CAGR considered by MSEDCL
issummarised in the Table below.

Table 5-2: Category-wise CAGRsapplied by MSEDCL for Sales Projections for
3" Control Period

Consumer Category Growth Rate Remarks
HT Category

YoY growth rate is 3%, hence a marginally

0,
HT I Industry a% higher rate is considered
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Consumer Category

Growth Rate

Remarks

YoY growth rate is 7%, hence a marginally

HT-11 Commercial 8% hi . .
igher rate is considered
. Energy Sales of March 2016 have been
HT-111 Railways 0% consigdered for the entire MYT Control Period
HT-IV Public Water 10% YoY growth rate is 9%, hence a marginally
Works (PWW) higher rate is considered
HT-V Agricultural 5% YoY growth rate of 5% is considered
HT-VI Bulk 0% YoY growth rate of 0% is considered
Supply/Group Housing
HT-VIII Temporary 0% Zero growth rate is considered
Supply
. . YoY growth rate is 14%, hence a normalised
HT-1X Public Services 8% growt?] rate of 8% is considered
YoY growth rate has been very high on
account of creation of this new category,
HT-X Ports 5% hence a normalised growth rate of SgA) )i/s
considered
LT Category
LT-I Residential 8% 3-year CAGR of 8% is considered
LT-11 Non-Residential 5% 3-year and 5-year CAGR of 5% is considered
LT-111 Public Water 6% 5-year CAGR and YoY growth rate of 6% is
Works considered
LT-1V Agriculture
AG: Un-metered 0% No growth considered
AG: Metered (Including 11% 3-year CAGR of 11% is considered
Poultry Farms)
LT-V Industry - 11% 11% growth rate is considered
Powerlooms
LT-V Industry - General 6% 3?year CAC_SR is 5%, hence a marginally
higher rate is considered
. YoY growth rate is 13%, hence a normalised
LT-VI Street Lights 10% rate o? 10% is considered
LT-VII Temporary 0% No growth considered
Supply
LT-VIII Advertisements 0% No growth considered
and Hoardings
LT-1X Crematorium & 0% No growth considered
Burial Grounds
LT-X Public Services 70 Due to lack of past growth data, a normal

growth rate of 10% is considered

There has been a significant growth

in the total sales in the last five years. This is

primarily due to reduced load shedding and additional supply availability. Additional
availability of power enabled uninterrupted supply of power to most consumers, and
resulted in considerable increase in the consumption and, in turn, the sales.
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MSEDCL has considered a growth rate of 4% for HT Industrial category consumption
considering recent trend and increase in OA. Further, despite the fact that Railways
now have Deemed Licensee status, a few of the Railways consumer connections are
still with MSEDCL. Thus, MSEDCL has considered that the sales to Railways as in
March, 2016 may not increase but would remain at the current level (77 MU.

MSEDCL has sufficient power to meet the current and future demand. It has taken an
optimistic view on sales and considered positive or zero growth for certain categories
on that basis. In some case, negative growth projected is due to re-categorisation (i.e.
carving out of new category from the earlier category).

MSEDCL has proposed to convert 1 lakh un-metered Agriculture consumers per year
to the metered category. It has calculated the consumption of these unmetered
consumers considering the average load of 4HP and unmetered Index of 1,185 units /
HP/annum, and added it to the metered category. As regards the recently created
category of LT Agriculture-Others, there is insufficient data available at present for
projections, and it has therefore considered its sales equivalent to 1% of the sales of
LT Agriculture-Pumpsets category.

Based on the provisional sales for FY 2015-16 and CAGR rates set out in the above
Table, MSEDCL has projected the sales in the 3 Control Periodas follows:-

Table 5-3: Sales Projections for 3rd Control Period, as submitted by MSEDCL

(MU)
Consumer Category FY 2016-17 FY 2017-18 FY 2018-19 FY 2019-20

HT Category
HT I- Industry 23,629 24,574 25,557 26,579
HT-11 Commercial 2,254 2,435 2,629 2,840
HT-111 Railways 77 77 77 77
HT-1V Public Water Works (PWW) 1,541 1,695 1,865 2,051
HT-V Agricultural 1,041 1,093 1,148 1,205
HT-VI Bulk Supply/ Group Housing 226 226 226 226
HT VIII - Temporary Supply 5 5 5 5
HT-1X Public Services 934 1,009 1,090 1,177
HT X —Port 76 80 84 88
HT-MSPGCL AUX.SUPPLY 83 83 83 83
Total HT Category 29,867 31,277 32,764 34,331
HT Growth 5% 5% 5%
LT Category
LT I Residential 19,403 20,950 22,619 24,423
LT Il Non Residential 4,314 4,529 4,756 4,994
Public Water Works (LT-I11) 712 755 800 848
LT-1V Ag Unmetered 11,529 11,055 10,581 10,107
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Consumer Category FY 2016-17 FY 2017-18 FY 2018-19 FY 2019-20
LT-1V Ag Metered 17,680 20,099 22,784 25,764
LT-V Industries Powerloom 1,740 1,932 2,144 2,380
LT-VIndustries General 4,974 5,272 5,588 5,924
Street Light (LT-VI) 1,776 1,953 2,148 2,363
LT-VII Temporary Supply 18 18 18 18
LT-VIII Advertising and Hording 3 3 3 3
LT-1X Crematorium & Burial 1 1 1 1
LT X - Public Services 317 339 363 388
LT — Prepaid 15 16 18 20
P.D. Consumers - - - -
Total LT Category 62,483 66,924 71,826 77,234
MSEDCL Sales 92,350 98,201 1,04,590 1,11,565
Growth rate 6% 7% 7%
DF Category-wise Sales 4,461 4,852 5,280 5,749
Total Sales, including DF Sales 96,811 103,053 109,870 117,315
Growth Rate 6% 7% 7%

As regards sales projection for the DF areas, since the distribution operations of
Aurangabad and Jalgaon DF areas have been taken over by MSEDCL, it has included
these area sales in the category-wise sales of MSEDCL.

MSEDCL has computed the category-wise sales for remaining two DFs, i.e.,
Bhiwandi and Nagpur,applying the same category-wise CAGR as for MSEDCL’s
other consumers. Further, for projecting the input sales for DFs taking the present
level of Distribution Loss, MSEDCL has considered a realistic growth for the DFs
and accordingly projected the Distribution Loss for each year. Sales projection for
DFareas are summarised as follows.

Table 5-4: Sales Projections by MSEDCL for Bhiwandi and Nagpur Distribution

Franchisees (MU)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20

Bhiwandi

Category-wise Sales 3,108 3,397 3,715 4,064
Distribution Loss 19.54% 18.54% 17.54% 16.54%
Input sales 3,863 4,170 4,505 4,870
Nagpur

Category-wise Sales 1,353 1,455 1,566 1,685
Distribution Loss 14.82% 14.32% 13.82% 13.32%
Input sales 1,589 1,699 1,817 1,943
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In line with the projection of sales, MSEDCL has also projected the number of
consumers for the 3rd Control Period based on the historical trend. It has applied the
5-year CAGR foFY 2014-15 from FY 2008-09 for all major categories. Wherever the
trend is unreasonable or unsustainable, the growth factors have been corrected to
arrive at more realistic projections considering the year on year growth rate. The
category-wise CAGRsapplied by MSEDCL for projecting the number of consumers is
shown in the following Table.

Table 5-5: Category-wise CAGRs applied by MSEDCL for number of
Consumers in 3™ Control Period

Consumer Category CAGR

HT Category

HT I Industry 4%
HT-11 Commercial 5%
HT-111 Railways 0%
HT-1V Public Water Works (PWW) 3%
HT-V Agricultural 2%
HT-VI Bulk Supply/ Group Housing 2%
HT-VIII Temporary Supply 0%
HT-1X Public Services 5%
HT-X Ports 0%
LT Category

LT-I Residential 5%
LT-11 Non-Residential 3%
LT-I11 Public Water Works 3%
LT-IV AG: Un-metered 0%
LT-1V AG: Metered 8%
LT-V Industry Powerlooms 4%
LT-V Industry General 3%
LT-VI Street Light 5%
LT-VII Temporary Supply 0%
LT-VIII Advertisements and Hoardings 1%
LT-IX Crematorium & Burial Grounds 0%
LT-X Public Services 5%

Based on the estimated the number of consumers in FY2015-16 and CAGRs shown in
the above Table, MSEDCL has projected the category-wise number of consumers
(excluding two Franchisees) for the 3rd Control Period as shown in the following
Table.
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Table 5-6: Category-wise number of Consumers in 3™ Control Period, as

projected by MSEDCL

Consumer Category FY 2016-17 FY 2017-18 FY 2018-19 FY 2019-20
HT Category
HT I- Industry 13,421 13,894 14,383 14,888
HT-11 Commercial 3,076 3,236 3,404 3,580
HT-11l Railways 9 9 9 9
HT-IV Public Water Works (PWW) 975 1,006 1,038 1,071
HT-V Agricultural 1,410 1,446 1,483 1,522
HT-VI Bulk Supply/ Group
Housing 361 366 371 376
HT VIII - Temporary Supply 7 7 7 7
HT-1X Public Services 1,227 1,290 1,357 1,426
HT X —Port 3 3 3 3
HT-MSPGCL AUX.SUPPLY 24 24 24 24
TOTAL HT Category 20,513 21,281 22,079 22,906
Growth 4% 4% 4%
LT Category
LT I Residential 1,78,30,815 | 1,87,08,698 | 1,96,30,455 | 2,05,98,278
LT 11 Non Residential 16,39,623 16,96,954 17,56,290 18,17,701
Public Water Works (LT-I1I) 51,149 52,676 54,248 55,867
LT-1V Ag Unmetered 14,90,617 13,90,617 12,90,617 11,90,617
LT-1V Ag Metered 26,74,715 30,00,979 33,54,843 37,38,641
LT-V Industries Powerloom 35,261 36,507 37,797 39,132
LT-VIndustries General 3,08,952 3,17,519 3,26,324 3,35,373
Street Light (LT-VI) 90,349 94,550 98,946 1,03,546
LT-VII Temporary Supply 2,596 2,596 2,596 2,596
LT-VII Advertising and Hording 2,077 2,100 2,123 2,146
LT-1X Crematorium & Burial 143 143 143 143
LT X - Public Services 80,191 84,203 88,417 92,840
LT — Prepaid 14,090 14,090 14,090 14,090
P.D. Consumers
Total LT Category 2,42,20,578 | 2,54,01,632 | 2,66,56,889 | 2,79,90,970
MSEDCL Total 2,42,41,091 | 2,54,22,913 | 2,66,78,968 | 2,80,13,876
Growth rate 5% 5% 5%

For projecting the category-wise Connected Load/Contract Demand, a similar
approach has been adopted. MSEDCL has considered the 5-year CAGR for FY 2014-
15 over FY 2008-09 for all major categories, correcting the growth factor to arrive at
more realistic projections where the trend seemed unreasonable or unsustainable. The
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following Tables set out the CAGRs considered for projecting Connected Load/
Contract Demand for the HT and LT categories.

Table 5-7: HT Category-wise CAGRs applied by MSEDCL for Connected
Load/Contract Demand Projections for 3" Control Period

Consumer Category CAGR
HT Category

HT I Industry 6%
HT-11 Commercial 8%
HT-111 Railways 0%
HT-1V Public Water Works (PWW) 6%
HT-V Agricultural 6%
HT-VI Bulk Supply/ Group Housing 0%
HT-VIII Temporary Supply 0%
HT-1X Public Services 7%
HT-X Ports 0%

Table 5-8: LT Category-wise CAGRs applied by MSEDCL for Connected
Load/Contract Demand Projections for 3" Control Period

Consumer Category CAGR

LT Category

LT-1 Residential 6%
LT-11 Non-Residential 5%
LT-I11 Public Water Works 3%
LT-1V AG: Un-metered 0%
LT-1V AG: Metered 10%
LT-V Industry Powerlooms 8%
LT-V Industry General 3%
LT-VI Street Light 5%
LT-VII Temporary Supply 0%
LT-VIII Advertisements and Hoardings 1%
LT-1X Crematorium & Burial Grounds 0%
LT-X Public Services 5%

MSEDCL has projected the Connected Load/Contract Demand for different consumer
categories in the following Tables (excluding the two DFs) for the 3rd Control Period,
based on the Connected Load/ Contract Demand for FY 2015-16 and the CAGRs
considered.
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Table 5-9: HT Category-wise Connected Loaded/Contract Demandprojected for

3" Control Period by MSEDCL (in kVA)

Consumer Category FY 2016-17 FY 2017-18 FY 2018-19 FY 2019-20

HT Category

HT I- Industry 10,809,940 | 11,453,950 | 12,136,328 | 12,859,360
HT-11 Commercial 1,414,094 1,530,383 1,656,235 1,792,437
HT-11l Railways 61,000 61,000 61,000 61,000
HT-IV Public Water Works (PWW) 387,771 411,696 437,097 464,065
HT-V Agricultural 663,021 716,565 775,830 841,639
HT-VI Bulk Supply/ Group

Housing 98,949 98,949 98,949 98,949
HT VIII - Temporary Supply 3,323 3,323 3,323 3,323
HT-1X Public Services 424,550 454,270 486,071 520,098
HT X —Port 19,362 19,362 19,362 19,362
HT-MSPGCL AUX.SUPPLY 159,030 159,030 159,030 159,030
Total HT Category 14,041,040 | 14,908,528 | 15,833,225 | 16,819,263

Growth

6%

6%

6%

Table 5-10: LT Category-wise Connected Load/Contract Demandprojected for
3" Control Periodby MSEDCL (in kW)

Consumer Category FY 2016-17 FY 2017-18 FY 2018-19 FY 2019-20

LT Category

LT-I Residential 17,890,953 | 18,885,941 | 19,936,347 | 21,045,258
LT-11 Non-Residential 3,898,133 4,087,409 4,285,875 4,493,979
LT-111 Public Water Works 323,211 331,770 340,556 349,574
LT-1V AG: Un-metered 7,942,018 7,542,018 7,142,018 6,742,018
LT-IV AG: Metered 13,212,135 | 14,933,349 | 16,826,684 | 18,909,353
LT-V Industry Powerlooms 687,686 744,359 805,702 872,100
LT-V Industry General 6,337,721 6,539,616 6,747,943 6,962,907
LT-VI Street Light 381,928 399,864 418,642 438,302
LT-VII Temporary Supply 15,019 15,019 15,019 15,019
|I:|'g;i\r{jlilr:g;z\dvertlsements and 5,445 5,505 5,565 5,626
CL;(;L)rfd(;rematonum & Burial 1223 1223 1223 1.223
LT-X Public Services 262,644 275,778 289,570 304,051
P.D. Consumers

Total LT Category 50,990,528 | 53,795,884 | 56,850,879 | 60,176,932
MSEDCL Total 65,031,568 | 68,704,412 | 72,684,104 | 76,996,195

Growth rate

6%

6%

6%
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Commission’s Analysis and Ruling

Since, at the time of analysis of the MYT Petition, provisional Energy Sales figures
for the entire year were available, for approval of sales for the 3"Control Period the
Commission has taken the category-wise sales approved for FY 2015-16 as the base,
as against FY 2014-15 considered by MSEDCL in its Petition. To that, the
Commission has applied, in most cases, the 4-four year CAGR for projection of sales
for the four years of the 3"Control Period. Where it considered necessary because of
aberrations in the reported year-on-year growth rates of certain consumer categories,
the Commission has corrected the growth factors, or considered MSEDCL’s
projection of sales in absolute terms for such categories on merits, to arrive at more
realistic projections. The growth rates considered by the Commission are discussed in
the following paragraphs.

HT-1 Industry

The Commission has applied a growth rate of 4% for the 3™Control Period, as
proposed by MSEDCL. The Commission has noted that the increase in OA sales in
the recent past has resulted in a decrease in sales to the HT — Industry category.
Hence, for this category, the Commission has taken the combined growth rate of sales
by MSEDCL as well as that of Industry OA consumption. Moreover, several
initiatives of GoM, such as ‘Make in Maharashtra’ andproviding subsidy against the
tariff to Industrial consumers in certain regions subject to 100% sourcing from
MSEDCL,may increase the sales to this category.

HT-1l1 Commercial

The 3-year combined CAGR for HT Commercial and HT Public Services (considered
together on account of past re-categorisation resulting in the new Public Services
category) works out to 7%, which the Commission has applied for projecting the sales
in the 3"Control Period.

HT-111 Railways

The Commission has not considered any growth in sales in this category, in line with
MSEDCL’s projection.

HT-1V Public Water Works

The 4-year CAGR for the HT PWW category works out to 4%, which the
Commission has applied for projecting the sales.

HT-V Agriculture

The 3-year CAGR for HT-V Agriculture category works out to 5%, which the
Commission has considered for projecting the sales.

HT-VI Bulk Supply and Group Housing Society
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The4-year CAGR for the HT-VI Bulk Supply and Group Housing category is
negative. The Commission expects no growth in this category, in line with
MSEDCL’s projection for the 3™Control Period.

HT-VIII Temporary

The 4-year CAGR for the HT-VIII Temporary category is also negative. The
Commission has considered zero growth in the 3™ Control Period, in line with
MSEDCL’s projection.

HT-1X Public Service

The 3-year CAGR for the combined HT Public Service and HT Commercial
(considered together as they were separated after re-categorisation) works out to 7%,
which the Commission has applied for projecting the sales.

HT-X Ports

The HT Ports category was created in August, 2013 following the Commission’s
Order in Case No. 136 of 2012. Hence, three- or four-year CAGRs cannot be
estimated. If one has to consider a y-0-y growth rate, it works out to 97% in FY 2014-
15. This is not a realistic representation of the growth in this segment. For the purpose
of projection, the Commission has considered zero growth in this segment over the
Control Period, which would be reviewed during the MTR. In any event, the HT Ports
category has now has been merged in this Order with the HT Public Services— Others
category for the 3" Control Period.

LT-1 Residential

The 4-year CAGR for the LT Residential category is 8%, which the Commission has
considered for projecting the sales.

LT-11 Non-Residential

The 4-year CAGR is 7%, which has been applied for projecting the sales.
LT-111 Public Water Works

The 4-year CAGR is 3%, which the Commission has considered for projecting the
sales.

LT-1V Agriculture

The Commission has elaborated in Chapter3 the rationale and the methodology for
assessment of the AG Index based on Circle-wise Feeder-based Energy Accounting
which will bethe basis for assessment of Agriculture consumption until the findings of
Agriculture Consumption Committee and the IIT, Mumbai study become
available.The Commission has also considered a higher conversion of un-metered to
metered Agriculture connections (2 lakh per annum, instead of 1 lakh per annum
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envisaged by MSEDCL) for projecting Agriculture sales and revenue for the 3™
Control Period. It may be noted that even this higher level of annual conversion is less
than required to meet the Commission’s earlier stipulation for metering, but is both
realistically achievable as well as substantially higher than in previous years.

In addition, the Commission directs MSEDCL to instal meters on all un-metered LT
Agriculture pumpsets with Connected Load above 7.5 HP within a year (from out of
the target of conversion of un-metered to metered connections). The number of such
consumers being relatively small (around 74,000), it should not be difficult to procure
appropriate meters of good quality in a short period. Failure to implement this
direction by the stipulated period may compel the Commission not to consider the
input energy required for such consumers. The Commission expects MSEDCL to
demonstrate its seriousness by prioritising this in the process of metering of all un-
metered Agriculture consumers. The Commission notes that MSEDCL has not
submitted any information as to the steps it has taken for conversion such as purchase
plan, supply of meters by vendors, etc. even after the issue of the directions in the
previous MYT Order.

In the light of the earlier discussion, the Commission has applied the re-estimated AG
Index (kKWh/HP/Annum) computed consideringthe Circle-wise agricultural Feeder
data provided by MSEDCL for FY 2014-15.Till the Agriculture Consumption
Committee Report and 1T study findings become available, the Commission
willapplythe Circle-wise AG Index (kWh/HP/Annum) for assessment of both metered
as well as un-metered Agriculturesales as per the methodology elaborated in Chapter
3.

The following Table summarises MSEDCL’s submission and the Commission-
approved figures of AG Energy Sales, number of consumers, Connected Load and
AG Indices for the 3"Control Period.

Table 5-11: AG Sales for 3"Control Period (excluding DF Areas), as approved
by Commission

FY 2016-17 FY 2017-18 FY 2018-19 FY 2019-20

Particulars Ill/tla filtzilcj)r?l_ Approved Ill/tla filtzilcj)r?l_ Approved I';/L filtzilgfl‘ Approved Klafifilc?rgl Approved
No. of Consumers (lakh)
Un-Metered 14.91 13.91 13.91 11.91 12.91 9.91 11.91 7.91
Metered 26.75 271.75 30.01 32.01 33.55 36.55 37.39 41.39
Total 41.65 41.65 43.92 43.92 46.45 46.45 49.29 49.29
Connected Load
(lakh HP)
Un-Metered 79.42 72.93 75.42 62.44 71.42 51.95 67.42 41.46
Metered 132,12 | 127.07 | 149.33 | 146.59 | 168.27 | 167.37 | 189.09 | 189.53
Total 211.54 | 200.00 | 224.75 | 209.03 | 239.69 | 219.32 | 256.51 | 230.99
Energy Sales (MU)
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FY 2016-17 FY 2017-18 FY 2018-19 FY 2019-20
Particulars MSEDCL MSEDCL| MSEDCL| MSEDCL
Petition Approved Petition Approved Petition Approved Petition Approved
Un-Metered 11,529 9,059 11,055 7,756 10,581 6,453 10,107 5,150
Metered 17,680 | 15,029 | 20,099 | 17,337 | 22,784 | 19,796 | 25,764 | 22,416
Total 29,210 | 24,088 | 31,154 | 25,094 | 33,365 | 26,249 | 35872 | 27,566
AG Index
(KWh/HP/Annum)
Un-Metered 1,452 1,242 1,466 1,242 1,482 1,242 1,499 1,242
Metered 1,338 1,183 1,346 1,183 1,354 1,183 1,363 1,183
Total 1,381 1,209 1,386 1,209 1,392 1,209 1,398 1,209
AG Index
(Hours/Annum)
Un-Metered 1,946 1,665 1,965 1,665 1,986 1,665 2,010 1,665
Metered 1,794 1,585 1,804 1,585 1,815 1,585 1,826 1,585
Total 1,851 1,620 1,858 1,620 1,866 1,620 1,875 1,620

LT-V Industry

The 3-year CAGR for LT Industry is 5%, which the Commission has applied for
projecting sales in the 3rd Control Period.The Commission has considered the
likelihood of revival of economic and industrial growth, the steps being taken by
GoM as discussed earlier, and theimproved availability of power which would be
reflected in a higher growth rate of industrial consumption than in the more recent
past.

For the LT Industry — Powerlooms sub-category, which was carved out only in the
last MYT Order, a higher growth rate of 7%, in line with MSEDCL’s proposal, has
been considered by the Commission for projecting the sales.

LT-VI Street Lights

The four year CAGR is 14%. However, the Commission has considered amore
moderate growth rate of 10%, as suggested by MSEDCL.

LT Temporary; LT Advertisements and Hoardings; LT Crematorium and
Burial Grounds; LT Public Services and LT Prepaid

The 4-year CAGR for the first four categories is negative. The Commission has has
not considered any growth in these categories, in line with MSEDCL’s projection.

As regards LT Prepaid, the Commission has applieda y-o-y growth rate of 7% over
the Control Period, expecting also that MSEDCL would encourage, and more
consumers would become more aware of the advantages of pre-paid connections.

Sales in Distribition FranchiseeArea
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The Commission has applied the category-wise growth rates as above for projection
of sales in the two operational DF areas of Bhiwandi and Nagpur as well.

However, the term of the Agreement with the Bhiwandi DF is ending in January,
2017. The Bhiwandi DF has applied for extension of the Franchise in January, 2016,
as envisaged in the Agreement. However, MSEDCL has not yet informed the
Commission of its decision on assigning the Bhiwandi area to this or any other DF in
future. Hence, the sales of the Bhiwandi DF area from FY 2017-18 onwards have
been merged with the MSEDCL sales, which would be reviewed at the time of the
MTR depending on the decision taken in the meantime. However, the sales of the
Nagpur DF area have been considered separately throughout the 3"Control Period.

The following Table sets out the category-wise sales projections approved by the
Commission (excluding DF area sales) from FY 2016-17 to FY 2019-20:

Table 5-12: Category-wise Sales in 3rd Control Period(excluding DF areas), as

approved by Commission(MU)

Consumer Category FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
HT CATEGORY

HT I- Industry 23,629 24,934 25,931 26,969
HT-11 Commercial 2,232 2,406 2,573 2,751
HT-11l Railways 77 77 77 77
HT-IV Public Water Works 1,456 1,837 1,907 1,980
HT-V Agriculture 1,044 1,100 1,159 1,221
HT-VI Group Housing 226 226 226 226
HT VIII - Temporary Supply 5 5 5 5
HT-IX Public Services - 192 205 219 234
Government

HT-IX Public Services —Others 733 784 839 897
HT X —Ports(merged with HT-1X

Public Services-Others) & & & &
HT-MSPGCL Auxiliary Supply 83 83 83 83
P.D. Consumers - - - -
HT Credit Sales & OA Offset

Total HT Category 29,749 31,731 33,092 34,515
LT CATEGORY

-- BPL (0-30 Units) (LT-I) 77 77 77

> 30 Units per month (LT-I) 19,097 20,763 22,386 24,135
LT-1 -Residential (Total) 19,174 20,840 22,463 24,213
LT-Il1 Non-Residential 4,416 4,874 5,239 5,632
LT-I11 Public Water Works 693 716 739 763
LT-I1V Agriculture (Total) 24,088 25,101 26,257 27,576
Unmetered - Pumpsets 9,059 7,756 6,453 5,150
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Consumer Category FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Metered — Pumpsets 14,924 17,230 19,677 22,286
Metered — Others 105 115 127 139
LT V — Industry 4,928 5,441 5,715 6,003
LT V —Powerlooms 1,678 3,708 3,968 4,246
LT-VI - Street Lights 1,776 1,965 2,161 2,377
LT-VII - Temporary 18 18 18 18
LT-VI.II - Advertisements and 3 3 3 3
Hoardings

LT-IX - Crematorium & Burial 1 1 1 1
Grounds

LT X - Public Services — 91 99 24 26
Government

LT X - Public Services - Other 298 320 344 370
LT — Prepaid 14 14 15 15
P.D. Consumers - - - -
Total LT Category 57,108 63,025 66,949 71,243
MSEDC.:L etz Skl 86,858 94,756 100,040 105,757
(excluding DF Sales)

The following Tablesummarises the sales projections approved by the Commission
(including DF area sales) from FY 2016-17 to FY 2019-20:

Table 5-13: Sales for 3rd Control Period (including DF areas), as approved by

Commission (MU)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
MSEDCL Sales 86,858 94,756 100,040 105,757
Bhiwandi DF Sales 3,020 - - -
Nagpur DF Sales 1,351 1,450 1,557 1,671

Total Sales 91,229 96,206 101,597 107,429

5.4 Distribution Loss

MSEDCL’s Submission

MSEDCL has achieved a significant reduction in Distribution Lossin recent years.
Although the efforts to reduce the Distribution Loss would continue, loss reduction is
a slow process and becomes increasingly difficult as the loss levels decline. Hence,
MSEDCL expects the Distribution Lossto reduce by 0.25% per year during the

3"Control Period from the earlier approved level for FY 15-16.
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Table 5-14: Distribution Lossfor 3rd Control Period, as submitted by MSEDCL

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Distribution Loss 13.25% 13.00% 12.75% 12.50%

Commission’s Analysis and Ruling

MSEDCL has submitted its Distribution Loss reduction trajectory, both including
EHV sales (as above) and excluding EHV sales (as submitted under the Energy
Balance) for the 3™Control Period.

For determining theDistribution Loss and reduction trajectory, the energy units
handled at the distribution periphery need to be included and the EHV sales forming a
part of the total sales need to be excluded. Accordingly, for the 3" Control Period, the
Commission has revised the mormats and method of computation of Distribution Loss
by considering the sales at the distribution periphery excluding EHV sales. The
Distribution Loss as a performance parameter and its reduction trajectory would be
monitored through the revised reporting requirements specified for 3rd Control
Period.

For the provisional truing-up of FY 2015-16, MSEDCL had submitted the
Distribution Lossboth including and excluding EHV sales. Based on the formats
under the MYT Regulations, 2011, the Distribution Loss reduction trajectory set for
the2"Control Period was specified including EHV sales. However, while approving
the Distribution Loss for FY 2015-16, the Commission had to restate the Loss level
on account of the revision in approved sales consequent to correction in AG sales as
elaborated earlier in this Order. Accordingly, the Distribution Loss including EHV
sales was restated as 18.24% in FY 2015-16, as against 14.51% claimed by
MSEDCL.

MSEDCL has also submitted the Distribution Loss for FY 2015-16 excluding EHV
sales as per the format requirements of the MYT Regulation, 2015. It has submitted a
Loss level of 16.17%, excluding EHV sales for FY 2015-16. Based on the revised
sales approved by the Commission for FY 2015-16 in this Order, the Distribution
Loss, excluding EHV sales, has been restated, and is now approved as 19.26% as
against 16.17% claimed by MSEDCL.

For the Distribution Loss reduction trajectory, the Commission has taken the Loss
level after excluding EHV sales as per the formats prescribed in the MYT
Regulations, 2015. TheLoss level approved for FY 2015-16, excluding EHV sales,
has been taken as the base for setting the year-wise trajectory for the 3™Control
Period.

The following Tables summarise the Loss reduction trajectory proposed by MSEDCL
and that approved by the Commission for FY the 3rd Control Period.
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Table 5-15: Distribution Loss trajectory proposed by MSEDCL for 3rd Control

Period
FY
. FY FY FY FY
Particulars ALLERD 2016-17 2017-18 | 2018-19 | 2019-20
Base Year

DistributionLoss

0 0 0 0 0
(including EHV sales) 14.51% 13.25% 13.00% 12.75% | 12.50%

DistributionLoss

0 0 0 0 0
(excluding EHV sales) 16.17% 13.73% 13.49% 13.26% | 13.01%

Table 5-16: Distribution Loss trajectory approved by Commission for 3rd
Control Period

FY
: FY FY FY FY
Particulars 2015-16 2016-17 201718 | 201819 | 2019-20
Base Year
Distribution Loss
18.24%

(including EHV sales)

Distribution Loss

0, 0 0 0 0
(excluding EHV sales) 19.26% 17.76% 16.26% 14.76% 13.26%

The revision in sales in FY 2015-16 consequent to the correction in Agriculture sales
has resulted in a significant upward revision of Distribution Loss. Had the Loss level
of FY 2015-16 not been restated, the appropriate reduction trajectory for the 3rd
Control Period would have beensimilar to that proposed by MSEDCL, or at least
lower than the earlier approved target Distribution Loss for FY 2015-16, say, 13.50%
excluding EHV sales (The earlier approved target Loss for FY 2015-16 was 13.50%
including EHYV sales, and would have been higher excluding EHV sales.)

However, since adownward revision in sales of FY 2015-16 was necessary as
discussed earlier, and the Loss level (excluding EHV sales) consequently revised
upwards to 19.26%, the Loss trajectory forthe 3™ Control Period has to be set
considering thisrestated base Loss level, gradually reducing over the four years.
Hence, the trajectory now approved and shown in the Table above is also steeper than
in the earlier scenario, with a targeted reduction of 1.50% in each year of the 3™
Control Period.

The Commission has also carried out an exercise for past years, in which the
Distribution Loss at lower voltage levels, excluding sales of Express Feeders and
MIDC Feeders, was assessed. For FY 2014-15, this works out to 22.44%, which
indicates that the Loss level at lower voltage levels is even higher. The Commission
notes that for the size and geographic spread of the distribution network of MSEDCL
covering large urban and rural areas would require concerted efforts and an action
plan for the reduction of the Distribution Loss level. The Commission notes in this
context that MSEDCL has planned significant capital outlay towards system
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strengthening, capacity augmentation, metering and IT infrastructure, loss
improvement measures etc. Considering these aspects also, the Commission has
stipulated a Loss reduction trajectory of 1.50% in each year over the 3rd Control
Period.

Comparing the loss trajectory now approved and the lower trajectory had there been
no restatement of the loss level of the base year (FY 2015-16), there would be an
additional burden on consumers arising from the larger power purchase requirements
to meet the higher loss over the 3™Control Period. The additional power purchase
expense arising from higher losses is significant, and passing on its entire impact to
consumers would not be justified. Hence, the Commission has provisionally shared
this impact between consumers and MSEDCL in the ratio of 1:2. This approach is
also in line with the provisions of the MYT Regulations, 2015 for sharing of
efficiency loss on account of controllable expenses. The sharing computation is set
out in the subsequent Section, and would be reviewed at the time of truing-up.

5.5  Energy Balance
MSEDCL’s Submission

For calculating the Energy Balance as a whole, in the overall sales MSEDCL has
taken the salesto DF consumers instead of the sales at input level to the DF.

The Distribution Loss shown in the Energy Balance as per the format prescribed by
the Commission indicates only the losses excluding EHV sales.

Table 5-17: Energy Balance for 3rd Control Period,as submitted by MSEDCL

sl : : Ensuing Years
No. Particulars Unit EY FY FY EY
2016-17 2017-18 2018-19 2019-20
1 Power Purchase outside State of
Maharashtra
1.1 NTPC MU 24,229 24,581 25,656 26,217
1.2 NPCIL (KAPP) MU 1,095 1,095 1,095 1,098
1,3 SSP MU 1,210 1,210 1,210 1,213
14 PENCH MU 136 136 136 137
1.5 CGPL MU 5,158 5,158 5,158 5,172
Total (A) MU 31,828 | 32,180 | 33,255| 33,837
2 Inter-State Transmission loss % 3.66% 3.66% 3.66% 3.66%
2.1 Inter-State Transmission loss MU 1,164 1,176 1,216 1,237
g | Total Purchase at State of |\, | 50664 | 31003| 32040 32600
Maharashtra periphery (B) ' ’ ’ ’
4 Power Purchase within
Maharashtra
4.1 MSPGCL MU 46,683 50,173 | 54,116 | 59,106
4.2 NPCIL (TAPP) MU 4,375 4,375 4,375 4,387
4.3 Dodson MU 116 116 116 116
4.4 JSW MU 1,934 1,934 1,934 1,940
45 Adani Power MU 18,358 19,054 19,228 18,996
4.6 Emco Power MU 1,489 1,489 1,489 1,493
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sl : : Ensuing Years
No Particulars Unit FY FY FY FY
' 2016-17 | 2017-18 | 2018-19 | 2019-20
4.7 Rattan India MU 48 - - 211
4.8 Renewable Energy MU 12,957 15,617 18,256 21,192
a9 |Mmput forOpen  Access| \n, | g307| 6307| 6307 6307
consumption
Total (C) MU 92,268 99,066 | 1,05,820 | 1,13,747
5 Total Energy Handled (A+C) MU | 1,24,096 | 1,31,245 | 1,39,076 | 1,47,585
6 Surplus Energy Traded (D) MU
Total Power Purchase available
7 at G<>T Periphery (B+C-D) MU | 1,22,932 | 1,30,069 | 1,37,860 | 1,46,348
Energy Requirement at G<>T | vy | 192932 | 1,30,069 | 1,37,860 | 1,46,348
Periphery
8 Intra-State Transmission Loss % 3.89% 3.89% 3.89% 3.89%
8.1 Intra-State Transmission Loss MU 4,782 5,060 5,363 5,693
9 Sales at 220 kV/44 kV level MU 2,881 3,019 3,165 3,318
10 Sales at 110 kV/132 kV level MU 3,032 3,178 3,331 3,493
11 Sales at 66 kV level MU 196 205 215 226
12 Energy Available for sale at 33kV | MU | 1,12,041 | 1,18,607 | 1,25,787 | 1,33,618
13 Egl((e\r/gy Injected and drawn at MU 458 458 458 458
14 gtogg'k\E/”ergy Available for Sale |\, | 1 12 499 | 1,19,066 | 1,26,245 | 1,34,076
15 Distribution Loss % 13.73% | 13.49% | 13.26% | 13.01%
15.1 | Distribution Loss MU 15,449 16,066 16,737 17,449
16 HT Sales MU
16.1 | Sales to Own Supply Consumers MU 24,637 25,817 27,063 28,378
16.2 ngedﬁnd Renewable Open Access MU 420 420 420 420
16.3 Sales to _Open Access Consumers MU 5,928 5,928 5,928 5,928
(Conventional)
17 LT Sales MU
17.1 | Sales to Own Supply Consumers MU 66,065 | 70,834 | 76,097 | 81,901

MSEDCL is procuring power from various sources, including MSPGCL, the Central
Sector Generators including Nuclear Power Plants, Traders, CPPs and RE sources,
both within and outside Maharashtra. As stated earlier, it is difficult to differentiate
which power is coming from which source at the Transmission periphery. Hence,
applying individual Inter-State Transmission Losses for each Station would give a
distorted picture. Therefore, the average Inter-State Loss is considered for the whole
year for power sourced from outside Maharashtra.

MSEDCL has considered the average of Transmission Losses for 52 weeks provided
by WRLDC and the InSTS Loss of 3.89% approved in the InSTS Tariff Order dated
26 June, 2015. MSEDCL has not envisaged any surplus power during the 3Control
Period as it has applied MOD principles for power procurement.
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Commission’s Analysis and Ruling
The Commission has followed a bottom-up approach while approving the Energy
Balance for the 3rd Control Period. The quantum of sales to consumers is projected
first. This energy requirement provides the basis for further grossing up for
Distribution Loss, Intra-State loss and Inter-State loss to arrive at the actual energy
input requirement to be procured.
Considering the total sales as approved earlier in this Chapter, the Commission has
approved the pro rata voltage-wise sales for the 3rd Control Period for calculating the
Energy Balance. The voltage-wise sale approved for the Energy Balance is shown in
the following Table:
Table 5-18: Voltage-wise sales approved considered in Energy Balance for 3rd
Control Period (MU)
FY 2016-17 FY 2017-18 FY 2018-19 FY 2019-20
Voltage Level [[MSEDCL MSEDCL MSEDCL MSEDCL
Petition Petition Petition Petition
Sales at 440 kV 0 0 0 0 0 0 0 0
Sales at 400 kV 70 70 74 73 77 76 81 80
Sales at 220 kV 2,810 2,797 2,945 2,917 3,087 3,042 3,237 3,174
Sales at 132 kV 1,940 1,931 2,033 2,014 2,131 2,100 2,235 2,191
Sales at 110 kV 30 30 31 31 33 32 34 34
Sales at 100 kV 1,062 1,057 1,113 1,103 1,167 1,150 1,224 1,200
Sales at 66 KV 196 195 205 203 215 212 226 221
Sales at 33 kV 7,981 7,944 8,363 8,285 8,767 8,641 9,193 9,013
Sales at 25 kV 13 13 13 13 14 14 15 14
Sales at 22 kV 9,537 9,493 9,994 9,900 10,476 | 10,326 10,985 | 10,770
Sales at 11 kV 7,106 7,074 7,447 7,377 7,806 7,694 8,185 8,025
Torsalesat | 30746 | 30605 | 32219 | 31916 33,773 | 33287 | 35414 | 34,721
Salesat LT 66,065 | 60624 | 70834 | 64,204 76,007 | 68314 | 81901 | 72713
Total 96,811 | 91,229 103,053 96,210 109,870 | 101,602 | 117,315 | 107,434

The Commission has considered the approved sales comprising sales in the DF areas
for calculation of the Energy Balance of each year of the 3rd Control Period. The
Commission has considered a Distribution Loss reduction trajectory as approved in
the earlier Section. As regards Intra-State losses, the Commission has considered the
actual loss levels of FY 2015-16 of 3.92% as per the InSTS Order in Case No. 91 of
2016 dated 22 July, 2016. As regards Inter-State losses, the Commission has
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considered the average of weekly losses published by WRLDC during FY 2015-16,
which works out to 3.66% as claimed by MSEDCL.

Table 5-19: Energy Balance for 3rd Control Period approved by Commission

Particulars Units FY 2016-17 FY 2017-18 FY 2018-19 | FY 2019-20
LT sales MU 60,624 64,294 68,314 72,713
HT sales MU 24,524 25,575 26,674 27,823
HTar_ld Renewable Open Access MU 420 420 420 420
Credit

Sales to Open Access MU 6,165 6,412 6,668 6,935
Consumers (Conventional)

Total Sales to Consumers MU 91,733 96,701 102,076 107,890
Distribution Loss % 17.76% 16.26% 14.76% 13.26%
Distribution Loss MU 18,872 17,941 16,946 15,876
Total Energy Available for

Sale at 33KV MU 110,606 114,642 119,023 123,766
Energy injected and drawn at MU 458 458 458 458
33kV

Net Energy Available for Sale | 110,147 114,184 | 118564 | 123,308
at 33kV

Sales at 66 kV level MU 195 203 212 221
Sales at 110 kV/132 kV level MU 3,018 3,148 3,283 3,424
Sales at 220 kV/44 kV level MU 2,868 2,991 3,119 3,254
Net Energy requirement at

T<>D Periphery MU 116,228 120,525 125,179 130,207
Intra-State Transmission Loss % 3.92% 3.92% 3.92% 3.92%
Intra-State Transmission Loss MU 4,742 4,917 5,107 5,312
Energy Requirement at G<>T | 120,970 125443 | 130,286 135,519
Periphery

Less: Input for OA consumption MU 6,826 7,099 7,383 7,679
Net Energy Requirement at

G<>T Periphery MU 114,144 118,343 122,902 127,841
Power Purchase Quantum from MU 81573 87,001 90,932 94.627
Intra-State sources

Power Purchase Quantum from

Inter-State sources at MU 32,571 31,342 31,970 33,214
Maharashtra Periphery

Inter-State Losses % 3.66% 3.66% 3.66% 3.66%
Power Purchase Quantum from MU 33.807 32531 33183 34.474
Inter-State sources

Total Power Purchase MU 115,380 119533 | 124,116 | 129,101
Quantum payable
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5.6

Power Purchases Expenses for 3rd Control Period
MSEDCL’s Submission

MSEDCL has considered the following sources of firm power for projecting the
power purchase expensesfor the 3rd Control Period:

e MSPGCL

e Central Generating Stations
e JSW (Ratnagiri)

e Mundra UMPP - CGPL

e Adani Power Ltd.

e Rattanindia Ltd.

e Emco Power Ltd.; etc.

MSEDCL also buys power from trading companies, Power Exchanges and other
sources such as Sardar Sarovar and Pench HydroStations, and RE sources such as co-
generation, wind power and surplus power from CPPs.

MSEDCL procures power on MOD principles. It has considered the entire power
available from all tied up sources for projection of availability for the 3rd Control
Period, but no procurement from Traders or Power Exchanges is envisaged
considering the capacity available.

MSPGCL: MSEDCL has considered the projections (of power generation, operational
factors and cost) of existing thermal Stations as per the MYT Petition of MSPGCL for
the 3rd Control Period. For new Stations, the PLF has been taken as 30% for the first
5 months after COD, and thereafter as 65% for the rest of the year. Further, in order to
discard higher-cost Units while mitigating the impact of fixed cost obligations,
MSEDCL has proposed to shut down the following Units and has proposed reduced
or no fixed cost payments for such Units as follows:

Table 5-20: Reduction in Fixed Cost obligation for Units shut down on MOD
Principles, as proposed by MSEDCL

Generating Units Arrangement for Fixed Cost
Chandrapur Unit 1&2 Shut down without any fixed cost obligation
Koradi Unit 6 shut down for FY 2016-17 and Unit 5
Koradi Unit 5&6 for FY 2017-18 to FY 2019-20. Fixed cost @20% or

as approved by Commission

Shut down for all 4 years with no Fixed

Parli Unit 3 Chargepayable

20%Capacity Charge (as provided by MSPGCL) or

Parli Unit 4&5 o
as approved by Commission

Shut down for all 4 years with no Fixed Charge

Bhusawal Unit 2
payable
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NTPC: Since the new CERC Tariff Order for FY 2013-14 to FY 2018-19 is awaited,
MSEDCL has taken the actual Fixed Charges paid to CGS on the basis of the CERC
Order issued in July, 2011 for FY 2009-10 to FY 2013-14. The Variable Charges and
any other charges are estimated based on the actuals for FY 2015-16 (9 months’
actuals’ and 3 months estimated).No escalation has been considered on the Variable
Charges and the Fixed Cost.

NPCIL: MSEDCL has the projected 5550 MU generation for the 3 Control Period
on provisional basis with an average variable rate of 2.34 per kwh.

SSP and Pench: MSEDCL has projected 600 MU and 150 MU from SSP and Pench,
respectively, for the 3rd Control Period at the current Tariff of Rs 2.05 per kwWh.

Dodson | and 1l: MSEDCL has projected purchase of 120 MU from Dodson | and I,
and has considered the Annual Fixed Charge as approved in Case no 105 of 2009 as
well as the water cess in the total cost of Dodson Il. An average purchase rate of Rs.
2.47 per unit for Dodson | has been takenfor the Control Period, based on the actual
average rate of 2015-16.

RGPPL: Due to non-availability of gas, no procurement is envisaged.

RE Sources: MSEDCL has projected the purchase as per the RPO Regulations, 2016
and the Solar and Non-Solarrates as per the RE Tariff Order dated 29th April 2016.
For non-Solar sources, MSEDCL has assumed the Feed-in Tariff for projects in Wind
Zone 1 as stipulated in the RE Tariff Order for FY 2016-17. The following Table
shows the projection of purchase from RE Sources over the 3rd Control Period.

Table 5-21: RE Purchase projected for 3rd Control Period by MSEDCL

Particulars Units FY 2016-17 | FY 2017-18 FY 2018-19 | FY 2019-20
Solar MU 1178 2499 3651 4945
Non-Solar MU 11779 13119 14605 16247
Total RPO Quantum | MU 12957 15617 18256 21192
Solar Tariff Rs/kWh 6.54 6.54 6.54 6.54
Non-Solar Tariff Rs/kwWh 5.56 5.56 5.56 5.56
Solar purchase cost Rs. crore 770 1634 2388 3234
'g'oosrt"so'ar purchase | po rore 6549 7204 8120 9033
Total RE Purchase Cost | Rs. crore 7319 8928 10508 12267
Sﬁif“mhase CostPer | pe/kwh 5.65 5.72 5.76 5.79

Although MSEDCL has projected the RE purchase over the 3rd Control Period so as
to meet the RPO targets as per the RPO Regulations, 2015, it would not always be
possible to meet the RPO targets. MSEDCL has executed long-termEnergy Purchase
Agreements (EPAs) with RE Generators, but the actual RE generation is not as per
the expected Capacity Utilisation Factor (CUF). Thus, either the CUF projections are
to be rationalized or the RE Generator’s efficiency has to be improved. Further, the
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Gross Energy Consumption (GEC) of the Distribution Licensees is constantly
increasing in line with the load growth and also the RPO targets, but corresponding
RE capacity addition is not taking place. Hence, since FY 2012-13 onwards, there has
been a shortfall in meeting the RPO target by MSEDCL. However, it shall endeavour
to achieve RPO targets set out by the Commission in the RPO Regulations, 2016.

IPPs (JSW, CGPL Mundra, Adani Power Ltd., Rattan India Ltd. and EMCO): The
quantum from these sources has been taken as per the normative Availability of 80%,
or 85% as per the PPA. The Fixed Charge and Energy Charge are taken as per the
price Schedules in the PPAsand applying the CERC escalation factorwherever
applicable. MSEDCL has not included the impact of Orders regarding Compensatory
Tariff (in case of CGPL, Adani, Rattan India) as it has filed Appeals against these
Orders. This may be allowed to be recovered through FAC depending on the outcome
of the Appeals. As allowed in Case No. 163 of 2014, an impact of ‘change in law’ of
around 22 to 30 paise per unit has been considered as part of the Energy Charges
forpower purchase from Adani Power Ltd. Similarly, an impact of ‘change in law’ of
around 28 paise per unit is included in the Variable Charges of Rattan India Ltd..
MSEDCL requested the same may be allowed to be recovered through FAC when the
same is finalised.

Short-term sources and FBSM: No power purchase from Traders or Power Exchanges
has been projected. Due to difficulty in prediction of incremental/decremental
quantum and the market price, FBSM is also taken as ‘nil’.

Transmission Charges: MSDCL has projected PGCIL Transmission Charges
considering the Transmission Charges and the Unified Load Dispatch &
Communication (ULDC) charges.

The source-wise power purchase projected is summarised in the following Table.

Table 5-22: Source-wise Power Purchase submitted by MSEDCL for 3rd Control
Period

FY 2016-17 FY 2017-18 FY 2018-19 FY 2019-20

Source Quantum Cost '(T?astj Quantum Cost ?;5 Quantum Cost ?;St j Quantum Cost ?I::;

MU) | Rscre) | (0 MU) | RsCrs) | R MU) | RsCrs) | R MU) | Rscrs) |G
MSPGCL 46,683 19,722 4.22 50,173 20,828 4.15 54,116 22,622 418 59,106 24,084 4.07
NTPC 24,229 6,981 2.88 24,581 7,318 2.98 5,656 7,397 2.88 26,217 7,536 2.87
NPCIL 5,470 1,318 241 5,470 1,318 241 5,470 1,283 2.35 5,485 1,322 241
SSP 1,210 248 2.05 1,210 248 2.05 1,210 248 2.05 1,213 249 2.05
Pench 136 28 2.05 136 28 2.05 136 28 2.05 137 28 2.05
IJDSC')\CvVer 1,934 510 2.64 1,934 504 261 1,934 500 2.58 1,940 503 2.59
Dodson 116 26 2.29 116 27 2.33 116 28 241 116 23 1.97
Renewable 12,957 7,319 5.65 15,617 8,928 5.72 18,256 10,508 5.76 21,192 12,267 5.79
CGPL 5,158 1,213 2.35 5,158 1,222 2.37 5,158 1,231 2.39 5,172 1,248 241
Adani 18,358 6,197 3.38 19,054 6,874 3.61 19,228 6,953 3.62 18,996 6,958 3.66
aRatta”'”d' a8 997 983 983 21| 1045
EMCO 1,489 496 3.33 1,489 499 3.35 1,489 502 3.37 1,493 506 3.39
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FY 2016-17 FY 2017-18 FY 2018-19 FY 2019-20
Source Quantum Cost 5;‘:_7 Quantum Cost (RRa St 3 Quantum Cost (RRa :3 Quantum Cost (Rs:e/
(MU) (Rs. Crs) Unit) (MU) (Rs. Crs) Unit) (MU) (Rs. Crs) Unit) (MU) (Rs. Crs) Unit)
Powergrid 2,240 2,600 2,840 3,080
Total 1,17,789 47,297 4,02 | 1,24,939 51,376 411 | 1,32,769 55,124 415 | 1,41,278 58,848 4.17

Commission’s Analysis and Ruling

As set out in the Section on Energy Balance, the Commission has approved the
following Energy Input requirement for the 3"Control Period, as against MSEDCL’s

projection:
Table 5-23: Energy Input for 3" Control Period, as approved by Commission
(MU)
Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Energy Input Requirement
(MSEDCL) 1,22,932 1,30,069 1,37,860 1,46,348
Energy Input Requirement 120070 | 125443| 130286| 135519
(Approved)

Accordingly, for estimating the power purchase quantum and cost for the 3"Control
Period, the Commission has adopted the following two-step approach:

Step-1:Station-wise analysis of projection of energy quantum and rates, as against

the MSEDCL projections.

Step-2: Approval of Station-wise energy quantum and cost based on MOD
principles for each month of the Control Period, and approval of total power

purchase quantum and cost for respective periods.

A]Step-1 Analysis: Projection of available Power Purchase Quantum and Rate

MSPGCL

MSEDCL has provided the break-up of Station-wise power purchase quantum and
cost of MSPGCL that it has considered for its projections.

In its recent MYT Order for MSPGCL in Case No. 46 of 2016, the Commission has
approved the cost and quantum of power purchase of its existing Stations/Units for
the 3"Control Period as shown below.

Table 5-24: Generation Quantum of MSPGCL Stations approved in Case No. 46

of 2016 (in MU)

SRS 20;117 205;(18 205;{19 zogzo
Bhusawal 1007 1007 1007 1010
Chandrapur 12289 12289 12289 12322
Khaperkheda 5648 5648 5648 5663
Koradi 2048 2089 2089 2095

Page 234 of 617

Case No. 48 of 2016




MYT Order of MSEDCL for the period from FY 2016-17 to FY 2019-20

SIETIES 205;17 205;(18 20;119 zogzo
Nashik 3929 3929 3929 3940
Uran 3566 3566 3566 3576
Paras Units 3 and 4 3407 3407 3407 3416
Parli Units 6 and 7 2557 3407 3407 3416
Khaperkheda Unit 5 3500 3500 3500 3509
Bhusawal Units 4 and 5 6999 6999 6999 7018

Table 5-25: Generation Cost of MSPGCL Stations approved in Case No. 46 of

2016
FY 2016-17 FY 2016-17 FY 2016-17 FY 2016-17
Station/Unit AFC ECR AFC ECR AFC ECR AFC ECR

(Rs.Crore) (Rs./kWh) (Rs.Crore) (Rs./kwWh) (Rs.Crore) (Rs./kWh) (Rs.Crore) (Rs./kwh)
Bhusawal 79.57 3.182 84.13 3.194 91.17 3.207 95.78 3.218
Chandrapur 668.12 2.559 698.19 2571 801.4 2.584 819.94 2.596
Khaperkheda 378.28 2.803 389.05 2.814 490.38 2.825 495.44 2.836
Koradi 173.05 3.234 197.45 2.625 220.33 2.628 222.71 2.63
Nashik 335.93 3.172 372 3.188 399.61 3.204 413.16 3.22
Parli - 3.323 - 3.333 3.344 3.354
Uran 133.87 2.603 138.55 2.608 168.4 2.613 170.04 2.618
Paras Units 3 and 4 468.78 2.406 464.28 2.408 534.69 2411 525.71 2.413
Parli Units 6 and 7 343.64 2.996 454.52 2.984 528.28 2.987 519.95 2.989
Khaperkheda Unit 5 494.97 2.794 481.74 2.797 530.55 2.8 517.67 2.803
Bhusawal Units 4 1066.86 | 2899 | 1041.36 | 2001 | 113395| 2904 | 110895  2.907

For projecting the power purchase quantum and cost of existing Stations of MSPGCL,
the Commission has taken the rates, quantum and cost approved under in the
MSPGCL MYT Order in Case No. 46 of 2016, as shown above.

For the upcoming Generating Units of MSPGCL, viz., Chandrapur-8 and 9, Parli-8,
Koradi-9 and 10, the Commission has considered the generation based on the number
of operating days post the expected COD in FY 2016-17 and the Availability on a
provisional basis. The Fixed Cost of these Units have been approved based on the
annual Fixed Cost allowed in the earlier MSPGCL MYT Order in Case No. 54 of
2013, adjusted on a pro rata basis depending on the number of operating days in FY
2016-17 subsequent to their COD. The Variable Charge of these Units isalso as
approved in that Order. The Commission had sought the latest position of expected
COD of these Units from MSPGCL, which has been considered for the above
estimations.
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The net generation and AFC have also been approved in the latest MSPGCL MYT
Orderfor Koyna, Bhira and Tillari HydroStations, and the AFC for the other
HydroStations. For its projection, the Commission has taken the AFC approved in that
Order. That Order has also approved the net generation for the 3™Control Period
based on design energy, which is lower than MSEDCL’s projections. However, the
Commission notes that the rainfall in the current year has been good, and hence
higher generation can be expected from the HydroStations over and above the design
energy. Accordingly, for the purpose of projection for 3rd Control Period, the
Commission has accepted the higher projection of net generation presented by
MSEDCL.

The projected quantum of energy generation of MSPGCLStations and their Variable
Cost has been limited to the extent of application of MOD principles for the Control
Period for allowing the power purchase quantum and cost for the year.

NTPC

The units from NTPC Stations are projected at a PLF of 85% for thermal Stations, as
per the CERC Tariff Regulations, 2014.

For the upcoming NTPC Units, viz., Solapur STPS (2 x 660 MW), Gadarwara STPS
(2 x 660 MW), Khargone STPP (2 x 660 MW), Lara Chhatisgarh (2x800 MW) and
Mouda (2 x 660 MW), MSEDCL has submitted the expected COD and projected the
quantum and cost over the Control Period. However, the monthly Central Electricity
Authority (CEA) report on ‘Broad Status of Thermal Power Projects in the Country’
for June, 2016 states that the expected COD of some of the upcoming Stations/Units
is likely to be delayed further. The expected COD indicated by MSEDCL and as
considered by the Commission on the basis of the CEA report are shown in the Table
below.

Table 5-26: COD of upcoming NTPC Stations, as considered by Commission

e Expected COD considered by
Station/Unit Expected COD indicated by Commission as per CEA
MSEDCL
Report
Solapur STPS
(2 x 660 MW) Feb- 2017 & Aug - 2017 | June 2017 & Oct- 2017
Gadarwara STPS March - 2017 & Sept -
(2 x 660 MW) 2017 Aug - 2017 & Feb -2018
Khargone STPP March - 2019 & Sept -
(2 x 660 MW) 2019 July - 2019 & Jan — 2020
NTPC Lara
Chhattisgarh(2x800 MW) Dec-2016 & June - 2017 | Feb-2017 & Sept — 2017
Mouda _
(2 x 660 MW) May 2016 & Sept - 2016 | Oct 2016 & April — 2017

The projected generation from these new Generating Units has been computed on a
provisional basis considering the number of operating days post the expected COD in
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the 3" Control Period. The Commission has approved the Fixed Charges payable to
the NTPC Plants as projected by MSEDCL. However, they have been adjusted pro
rata depending on the number of operating days in the respective years subsequent to
their expected COD. The Variable Charge of these Units has been takenat the rate of
NTPC’s new Station VSTPS V, as proposed by MSEDCL.

The power purchase quantum and Variable Charge of the NTPC Generating Stations
have been limited to the extent of application of MOD Principles.

MSEDCL has also claimed expenses on power purchase from NTPC on account of
other charges, supplementary bills and Income Tax related adjustments for each year
of the Control Period. For the power purchase cost projection for the Control Period,
the Commission has provisionally approved these charges, but the actuals will be
considered at the time of truing-up for each year subject to prudence check.

NPCIL

The Commission has approved the power purchase quantum and cost for NPCIL
Generating Stations as submitted by MSEDCL. NPCIL Stations have been considered
as ‘Must Run’ while applying MOD principles for the Control Period.

MSEDCL has also claimed expenses on power purchase from NPCIL on account of
other charges, supplementary bills and Income Taxrelated adjustments. As in the case
of NTPC,the Commission has provisionally approved these charges subject to truing-
upconsidering the actuals.

SSP, Pench, Dodson | & 11

The Commission has approved the power purchase quantum and cost of power
purchase from SSP, Pench, and Dodson | & Il as proposed by MSEDCL. These
Stations are included as Must Run Stations while applyingthe MOD principles for
approval of power purchase. Truing-up will be undertaken considering actuals,
subject to prudence check.

Renewable Purchase Obligation

The Commission has specified the RPO targets for the period FY 2016-17 to FY
2019-20 under the RPO Regulations, 2016 as follows:

Table 5-27: RPO Targets for 3rd Control Period

Category FY 2016-17 FY 2017-18 FY 2018-19 FY 2019-20
Solar 1% 2% 2.75% 3.50%
(N&?];?Oéaé) 10% 10.50% 11.00% 11.50%
Mini/MicroHydro
(as a % of Non-Solar 0.2% 0.2% 0.2% 0.2%
RPO)

To a query with regard to meeting the RPO targets, MSEDCL stated that, with a RPO
of 15% in FY 2019-20 (Solar and Non-Solar), MSEDCL consumers will be burdened
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with a huge power purchase cost resulting in high consumer Tariffs. Moreover, the
envisaged capacity addition as per the increased targets may not happen, but its
impact will be passed on to consumers without any benefits. In view of this,
MSEDCL had requested that fulfilment of RPO not be onsisted upon. However, it
will enter into EPAs with all RE Generators who would approach MSEDCL in order
to meet its RPO.

Table 5-28: RPO purchase projected by MSEDCL for 3rd Control Period

Particulars Units | 2016-17 | 2017-18 | 2018-19 | 2019-20
Power Purchase MU 117789 | 124939 | 132769 | 141278
Solar % 1% 2% | 2.75% | 3.50%
Non-Solar % 10% | 10.50% | 11.00% | 11.50%
Total RPO Quantum % 11.00% | 12.50% | 13.75% | 15.00%
Solar MU 1178 2499 3651 4945
Non-Solar MU 11779 13119 14605 16247
Total RPO Quantum MU 12957 15617 18256 | 21192

The RPO target specified under the RPO Regulations, 2016 was finalised after due
public consultations, and the Commission has finalised the Regulations along with an
explanatory Statement of Reasons. During the RPO compliance verification
proceedings, delays in signing of EPAs with RE Projects have been pointed out
inspite of MSEDCL’s shortfalls against the RPO targets in the past. In its recent
Orders, the Commission has pointed out that MSEDCL chose not to purchase RECs
to meet its procurement shortfalls either, which it could have done at times of its own
choosing to obtain the most advantageous rates. In any case, revision or review of the
RPO targets is outside the scope of the present proceedings under the MYT
Regulations. MSEDCL has tocomply with the targets stipulated in the RPO
Regulations, 2016.

In its projections, MSEDCL has estimated the RE purchase required to meet its RPO
targets. However, since the overall power purchase allowed for the Control Periodis
lower than proposed by MSEDCL owing to the application of MOD principles, as
discussed in the subsequent Section, the RE procurement against the RPO target in
absolute terms is also lower than estimated by MSEDCL.

The Commission has accordingly approved the RE purchase towards meeting RPO
targets over the Control Period as shown in the Table below. For estimation,
theMini/MicroHydrotargets are included in the overall non-Solar RE purchase. The
Tariffs for Solar and non-Solar RE purchase are as approved in the RE Tariff Order
dated 29 April, 2016. At the time of compliance verification, the Commission shall
assess the position for the respective years of the Control Period.
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Table 5-29: Purchase against RPO approved for 3rd Control Period

Particulars Units 2016-17 2017-18 2018-19 2019-20
Power Purchase MU 115380 119533 124116 129101
Solar % 1% 2% 2.75% 3.50%
Non-Solar % 10% 10.50% 11.00% 11.50%
Total RE purchase . 11.00% 12.50% 13.75% 15.00%
Quantum Yo
Solar MU 1154 2391 3413 4519
Non-Solar MU 11538 12551 13653 14847
Total RE purchase
Quantum MU 12692 14942 17066 19365
Solar Tariff Rs/kWh 6.54 6.54 6.54 6.54
Non-Solar Tariff Rs/kWh 5.56 5.56 5.56 5.56
Solar Rs. crore 755 1563 2232 2955
Non-Solar Rs. crore 6415 6978 7591 8255
Total RE purchase Cost | Rs. crore 7170 8542 9823 11210
RE purchase Cost Per
Unit Rs/KWh 5.65 5.72 5.76 5.79
RGPPL and Traders

MSEDCL has not projected any power purchase from these sources, and the
Commission has accepted its submission accordingly.

Independent Power Producers and Ultra Mega Power Projects (UMPPs)

MSEDCL has considered power purchase from Mundra UMPP and IPPs, viz., JSW,
EMCO Power, India Bulls Power and Adani Power, with PPA capacity as shown in
the following Table.

Table 5-30: Capacity contracted under PPAwith IPPs by MSEDCL (MW)

PPA Capacity
Station/Unit Contracted

(Mw)
CGPL UMPP Mundra 800
Adani Power 1320 MW 1320
Adani Power 1200 MW 1200
EMCO Energy 200
RattaniIndia (Previously India Bulls Power) 1200
Adani Power 125 MW 125
Adani Power 440 MW 440
JSW Energy 300
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The Commission had sought justification for the proposed Capacity Charges, Variable
Charges and Energy Charges of IPPs for each year considering the approved PPAs.
MSEDCL stated that the Capacity Charge and Energy Charge in case of IPPs are
calculated by applying the CERC escalation rates for Generating Stations, and
submitted the detail computation. The Commission has verified the power purchase
rates and other conditions outlined in the PPAs. It has projected the available
generation from these Units considering normative Availability and Auxiliary
Consumption.

Considering the normative generation computed for each Station and the estimated
per unit Capacity Charge as submitted by MSEDCL based on the PPAs, the total
Capacity Chargeof each Station for the respective years of the Control Period has
been reworked as shown in the following Table.

Table 5-31: Capacity Charge amount approved for purchase from IPPs for 3™
Conrol Period (Rs. crore)

FY 2016-17 FY 2017-18 FY 2018-19 FY 2019-20
Station/Unit

Petition | Approved Petition Approved | Petition | Approved | Petition | Approved
IPP - JSW 164 164 154 154 154 143 142 142
CGPL 469 468 468 468 468 468 469 469
Adani Power125 129 119 127 117 127 115 124 114
Adani Power1320 950 947 947 947 947 947 950 950
Adani Power1200 1,242 1,123 1,221 1,106 | 1,221 1,000 | 1,188 1,077
Adani Power440 - - 461 424 461 418 448 413
EMCO Power 188 173 183 169 183 164 173 159
Rattan India 983 904 983 904 983 904 983 907

The per unit Energy Charge rates for power purchase from these Stations were found
to be in line with the provisions of the PPA, and the Commission has considered them
for projecting the MOD stack of Generating Stations for the 3" Control Period.

The power purchase quantum and variable cost of these Generating Stations have
been limited to the extent of application of MOD Principles for the 3™ Control Period.
This will be trued-up considering actuals at the end of the Control Period, subject to
prudence check.

Short-term Power Purchase and FBSM

The Energy Balance for each year of the 3rd Control Period has been considered as
nil as the entire demand would be met through the projected sources of power.
However, in case of any shortfall from approved sources or when demand exceeds
availability, MSEDCL may have to source power from Traders or other sources at the
market price. The weighted average rate at which MSEDCL procured power from
Traders in FY 2014-15 was 4.15 Rs/kWh. In FY 2015-16, the weighted average rate
of power procured by MSEDCL from Power Exchanges was 2.94 Rs/kWh (as
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provisionally approved for FY 2015-16). The average power purchase cost approved
for each year of the Control Period is in the range of Rs. 3.79 /kWh to Rs. 4.13 /kKWh.
Based on these, the Commission approves a ceiling rate of Rs. 4.00 per kWh for
power procurement from short-term sources over the 3"Control Period, if required
and subject to the conditions set out in the following paragraphs.

The MoP, vide Resolution dated 15 May, 2012, has issued Guidelines for short-term
power procurement by Distribution Licensees through tariff-based competitive
bidding. The Commission directs MSEDCL to procure all short-term power (beyond
the stipulated minimum period),as approved and additionally as the need arises,
through competitive bidding in accordance with these Guidelines, except in case of
power procured from the Power Exchanges or under the Banking mechanism.

The Commission will consider the actual short-term power purchase and FBSM
adjustment, if any, subject to prudence check at the time of true-up.

Transmission Charges
MSEDCL has projected the PGCIL and ULDC charges for the Control Period as

follows:
Table 5-32: Transmission Charges for 3rd Control Period, as submitted by
MSEDCL
Particulars Units FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
PGCIL Charges | Rs.Crore/ month 170 200 220 240
ULDC Charges | Rs. crore/ Quarter 50 50 50 50
Total Rs. crore/ Year 2240 2600 2840 3080

The actual amount under this head for FY 2014-15 was only Rs. 1419 crore. Further,
the provisional amount approved for FY 2015-16 is only Rs. 1947 crore. Therefore,
the projections for the 3rd Control Period by MSEDCL appear to be too high. Hence,
the Commission has applied an increase of 10% per annum over the aggregate level of
FY 2015-16 to project these expenses over the Control Period. Accordingly, the
Commission approves Transmission Charges as shown in the following Table for the
3rd Control Period, subject to subsequenttrue-up based on actuals.

Table 5-33: Transmission Charges for 3rd Control Periodas approved by
Commission (Rs. crore)

FY 2016-17
2142

FY 2017-18
2356

FY 2018-19
2592

FY 2019-20
2851

Particulars
Transmission Charges

B] Step-2 Analysis: Application of Merit Order Despatch Principle

In Step-2, the Commission has applied the MOD principles and prepared a MOD
Order Stack of all thermal Generating Stations/sources in the ascending order of their
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per unit Energy Charges. The quantum of energy generation from each source is
provisionally allowed along with the corresponding Variable Charge until the
projected Energy Input requirement as approved, as per the Energy Balance, is met as
per the MOD Stack.

The Commission has also worked out the monthly MOD stack for each month of the
3rd Control Period. For running the monthly MOD stack, the projected annual Energy
Input requirement as approved is translated into the monthly requirement based on the
monthly consumption pattern as submitted by MSEDCL.

Although the despatch from Generating Stations shall be subject to Merit Order, the
recovery of Fixed Cost of such Stations shall be linked to its Availability. In view of
this, the Commission has provisionally allowed the Fixed Charges for all the Stations
as approved in Step-1 above.

The following Tablesets out the details of the power purchase approved
fromStations/Units to be treated as ‘Must Run’ during the 3rd Control Period.

Table 5-34: Power Purchase from ‘Must Run’ Stations/Units in 3rd Control
Period, as approved by Commission

FY 2016-17 FY 2017-18 FY 2018-19 FY 2019-20

_ . BNt Power EnT Power BN Power Ener Power
SHoVUNt | chages | P | crages | P | Chames | P | chaes | Pere

(Rs/kWh) (MU) (Rs/kWh) (MU) (Rs/kWh) (MU) (Rs/kWh) (MU)

Must Run Stations

KAPP 2.28 1,095 2.28 1,095 2.28 1,095 2.28 1,098
TAPP 1&2 0.97 1,144 0.97 1,144 0.97 1,144 0.97 1,147
TAPP 3&4 2.85 3,232 2.85 4,711 2.85 3,232 2.85 3,240
SSP 2.05 1,210 2.05 1,210 2.05 1,210 2.05 1,213
Pench 2.05 136 2.05 136 2.05 136 2.05 137
Dodson | 2.47 52 2.47 52 2.47 52 2.47 52
Dodson Il 1.40 64 1.40 64 1.40 64 1.40 64
NCE excluding CPP 5.65 12,692 5.72 14,942 5.76 17,066 5.79 19,365
MSPGCL Hydro* - 4186 - 4212 - 4214 - 4254
Excluded from MOD 23,810 27,565 28,212 30,570

* Includes Koyna, Bhira, Tillari and other HydroStations of MSPGCL

The power purchase from Thermal Generating Stations/Units as per MOD principles
followed inthe 3rd Control Period, as provisionally approved by the Commission, is
shown in the Tables below:

Table 5-35: Approved Power Purchase from Thermal Stations/Units for FY

2016-17
o2y Rate per
Energy Capacity Ve Vel eI Total unith))f
Generator Name Purchase | Charges | COStper | Variable (incl. Cost power
unit Charge suppl. & d
) procure
(MU) (Rs. (Rs (Rs. (Rs. (Rs. (Rs
Crore) /kWh) Crore) Crore) Crore) /kWh)
KSTPS 111 922 151 1.04 96 9.48 257 2.79
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. Ol Rate per
Generator Name Energy Capacity \ézga;g? V;—roif::)lle Claiz?es Total unit of
Purchase Charges Lnit Charge suppl. ‘ & Cost power
I procured
(MU) (Rs. (Rs (Rs. (Rs. (Rs. (Rs
Crore) /kWh) Crore) Crore) Crore) /kWh)
KSTPS 4,497 243 1.06 477 36.74 757 1.68
SIPAT TPS 2 2,015 603 1.07 216 6.00 825 4.10
SIPAT TPS 1 4211 265 1.08 455 23.85 744 1.77
VSTP Il 2,027 232 1.37 278 19.62 530 2.61
VSTP IV 2,216 319 141 312 85.82 717 3.23
CGPL 5,158 468 1.44 743 0.36 1,212 2.35
VSTP | 3,149 202 1.47 462 24.94 689 2.19
EMCO Power 1,370 173 1.53 209 79.62 462 3.37
VSTP Il 2,443 161 1.49 363 18.98 543 2.22
VSTPV 1,200 162 152 182 0.34 344 2.87
Lara 126 16 1.52 19 - 36 2.82
IPP - JSW 1,934 164 1.72 333 12.45 510 2.63
Adani Power 1320 MW 8,511 947 1.76 1,500 - 2,447 2.88
Chandrapur 8 1,747 420 2.09 364 - 785 4.49
Chandrapur 9 1,212 252 2.09 253 - 505 4.16
Koradi R U-8 3,533 694 2.33 823 -| 1,516 4.29
Koradi 9 1,600 346 2.33 373 - 718 4.49
Koradil0 871 171 2.33 203 - 374 4.29
PARAS UNIT-3 1,703 234 2.41 410 - 644 3.78
PARAS UNIT-4 1,703 234 2.41 410 - 644 3.78
Adani Power 125 MW 856 119 241 207 - 325 3.80
Adani Power 1200 MW 8,220 1,123 241 1,984 - 3,107 3.78
CHANDRAPUR - 6 3,200 134 2.56 819 - 953 2.98
CHANDRAPUR -7 3,200 134 2.56 819 - 953 2.98
CHANDRAPUR -5 3,200 134 2.56 819 - 953 2.98
CHANDRAPUR -4 1,344 134 2.56 344 - 478 3.55
CHANDRAPUR -3 1,344 134 2.56 344 - 478 3.55
KhSTPS-II 1,014 125 2.50 253 6.00 384 3.78
GTPS URAN 3,494 134 2.60 910 - 1,043 2.99
Parli replacement U 8 362 165 2.76 100 - 265
KHAPARKHEDA 5 3,200 495 2.79 894 - 1,389 4.34
Mauda 2,388 114 2.70 645 16.32 775 3.24
PRHAPARICHEDA-H0 | 3402 378|  280| 954 | 1332 s
Rattanindia Amravati 3,632 904 2.90 1,023 - | 1,927
BHUSAWAL 4 470 533 2.90 136 - 670
BHUSAWAL 5 194 533 2.90 56 - 590
PARLI UNIT-6 - 172 3.00 - - 172 -
PARLI UNIT-7 - 172 3.00 - - 172 -
NASHIK-34 &5 - 336 3.17 - - 336 -
BHUSAWAL -3 - 80 3.18 - - 80 -
KORADI -5 - 87 3.23 - - 87 -
KORADI -7 - 87 3.23 - - 87 -
KAWAS - 116 3.22 - 6.00 122 -
GANDHAR - 145 3.24 - 6.00 151 -
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2y Rate per
Energy Capacity VelEl To_ta:)ll Char?es Total unit%f
Generator Name Purchase Charges Coljs;ipt)er \éahr;z:g ee su(;l)r;(I:. 2 Cost powerd
I procure
(MU) (Rs. (Rs (Rs. (Rs. (Rs. (Rs
Crore) /kWh) Crore) Crore) Crore) /kWh)
PARLI -4 - 16 3.33 - - 16
PARLI -5 - 16 3.33 - - 16
Total Thermal 91,570 12,974 18,789 353 | 32,116

Table 5-36: Approved Power Purchase

from Thermal Stations/Units for FY

2017-18
cuich Rate per
Energy Capacity Variable the:)ll Ch_argljes Total unitF())f
ClBmBEEr Ve Purchase Charges Colf;c]i[zer \éar:;gee su(pl)r[])(I;. ‘ & Cost powerd
|T) procure
MU (Rs. (Rs (Rs. (Rs. (Rs. (Rs

191 Crore) /kWh) Crore) Crore) Crore) /kWh)
KSTPS 11l 922 151 1.04 96 9.48 257 2.79
KSTPS 4,497 243 1.06 477 36.74 757 1.68
SIPAT TPS 1 4211 265 1.07 451 23.85 740 1.76
SIPAT TPS 2 2,015 603 1.08 218 6.00 827 4.10
VSTP I 2,027 232 1.37 278 19.62 530 2.61
VSTP IV 2,216 319 1.41 312 85.82 717 3.23
CGPL 5,158 468 1.46 753 036 | 1,221 2.37
VSTP I 3,149 202 1.47 462 24.94 689 2.19
VSTP Il 2,443 161 1.49 363 18.98 543 2.22
VSTP V 1,200 162 1.52 182 0.34 344 2.87
Gadarwara 142 18 1.52 22 - 40 2.79
Lara 1,235 156 1.52 188 - 343 2.78
EMCO Power 1,370 169 1.58 216 79.62 465 3.39
IPP - JSW 1,934 154 1.75 338 12.45 505 2.61
paani Power 1320 8,511 947 1.78| 1515 | 2,462 2.89
Chandrapur 8 3,500 581 2.09 730 - 1,311 3.75
Chandrapur 9 3,500 581 2.09 730 - 1,311 3.75
Koradi R U-8 4,619 705 2.33 1,076 - 1,781 3.85
Koradi 9 4619 705 2.33 1,076 -| 1,781 3.85
Koradil0 4619 705 2.33 1,076 -| 1,781 3.85
PARAS UNIT-3 1,703 232 2.41 410 - 642 3.77
PARAS UNIT-4 1,703 232 241 410 - 642 3.77
pdani Power 125 856 117 2.47 212 | 328 3.84
pdani Power 1200 8220 | 1,106 247| 2,030 .| 3137 3.82
pdant Power 440 3,014 424 2.47 744 | 1,168 3.88
CHANDRAPUR -3 1,260 140 2.57 324 - 463 3.68
CHANDRAPUR - 4 1,234 140 2.57 317 - 457 3.70
CHANDRAPUR -5 2,809 140 2.57 722 - 862 3.07
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Other

- Variable Total Charges Rat_e per
Generator Name Picgrr\g%sle %?gi;'g Cost per Variable (inc?. E%t:}[l :2::/2:
unit Charge su;?prl). & procured
(Rs. (Rs (Rs. (Rs. (Rs. (Rs
(91 Crore) /kWh) Crore) Crore) Crore) /kWh)

CHANDRAPUR - 6 2,567 140 2.57 660 - 800 3.12
CHANDRAPUR -7 2,252 140 2.57 579 - 719 3.19
KhSTPS-II 632 125 2.50 158 6.00 288 4.56
GTPS URAN 1,852 139 2.61 483 - 622 3.36
KORADI -6 442 99 2.63 116 - 215 4.86
KORADI -7 389 99 2.63 102 - 201

Parli replacement U 8 325 346 2.76 90 - 435

KHAPARKHEDA 5 297 482 2.80 83 - 565

Mauda 244 455 2.70 66 16.32 537

FHAPARICHEDA 283 389 2.81 80 | 469

BHUSAWAL 4 - 521 2.90 - - 521 -
BHUSAWAL 5 - 521 2.90 - - 521 -
Rattanindia Amravati - 904 2.93 - - 904 -
PARLI UNIT-6 - 227 2.98 - - 227 -
PARLI UNIT-7 - 227 2.98 - - 227 -
NTPC solapur - 202 3.00 - - 202 -
NASHIK- 3,4 &5 - 372 3.19 - - 372 -
BHUSAWAL - 3 - 84 3.19 - - 84 -
KAWAS - 116 3.22 - 6.00 122 -
GANDHAR - 145 3.24 - 6.00 151 -
PARLI -4 - 16 3.33 - - 16 -
PARLI -5 - 16 3.33 - - 16 -
Total Thermal 91,968 15,816 18,144 353 | 34,313

Table 5-37: Approved Power Purchase

from Thermal Stations/Units for FY

2018-19
Other
G Energy Capacity peet thal Ch_arges Total Ruar:?t F())(;r
enerator Name Purchase Charges Cost per Variable (incl. Cost power
unit Charge suppl. &
I procured
(Rs. (Rs (Rs. (Rs. (Rs. (Rs
191 Crore) /kWh) Crore) Crore) Crore) /kWh)
KSTPS 111 922 151 1.04 96 9.48 257 2.79
KSTPS 4,497 243 1.06 477 36.74 757 1.68
SIPAT TPS 2 2,015 603 1.07 216 6.00 825 4.10
SIPAT TPS 1 4,211 265 1.08 455 23.85 744 1.77
VSTP 11 2,027 232 1.37 278 19.62 530 2.61
VSTP IV 2,216 319 141 312 85.82 717 3.23
VSTP | 3,149 202 1.47 462 24.94 689 2.19
CGPL 5,158 468 1.48 764 0.36 1,232 2.39
VSTP I 2,443 161 1.49 363 18.98 543 2.22
VSTP V 1,200 162 1.52 182 0.34 344 2.87
Gadarwara 343 43 1.52 52 - 95 2.78
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. Variable Total Cag:;as Rat_e per
Generator Name PEne;;gy (éat\]pauty Cost per Variable (incl. E%t:}[l ug::,g:
urenase arges unit Charge suppl. & P
I procured
MU (Rs. (Rs (Rs. (Rs. (Rs. (Rs
21 Crore) /kWh) Crore) Crore) Crore) /kWh)

Lara 1,562 197 152 237 S| 434 278
EMCO Power 1,370 164 1.64 224 | 7962 | 468 3.41
IPP_ JSW 1,934 143 1.77 343 | 1245|499 258
,’\*A‘i',‘;‘,”' Power 1320 8,511 947 180 | 1,529 S| 2477 291
Chandrapur 8 3,500 581 2.09 730 - 1,311 3.75
Chandrapur 9 3,500 581 2.09 730 - 1,311 3.75
Koradi R U-8 4619 705 233 1,076 T 1,781 3.85
Koradi 9 4619 705 233 1,076 T 1,781 3.85
Koradi10 4619 705 233 1,076 T 1,781 3.85
PARAS UNIT-3 1,703 267 241 411 - 678 3.98
PARAS UNIT-4 1,703 267 241 411 - 678 3.98
Q‘i’,ﬁ‘,”' Power 125 856 115 252 216 S| 33 3.87
Q‘i’,ﬁ‘,”i Power 1200 8220 | 1,090 252 | 2,071 | 3161 3.85
Q‘i’,ﬁ‘,”i Power 440 3,014 418 252 759 Sl o1177 391
CHANDRAPUR - 3 1344 160 258 347 - 508 3.78
CHANDRAPUR - 4 1344 160 258 347 - 508 3.78
CHANDRAPUR - 5 3.074 160 258 794 Z| 955 311
CHANDRAPUR - 6 2.928 160 258 757 S e17 3.13
CHANDRAPUR - 7 2.681 160 258 693 I T 3.18
KhSTPS-11 756 125 250 189 6.00 | 319 422
GTPS URAN 2471 168 261 646 C| 814 3.29
KORADI - 6 680 110 2.63 179 C 289 4.25
KORADI - 7 609 110 263 160 1 270 4.44
parlireplacement U 585 346 2.76 161 | 507 .
KHAPARKHEDA 5 662 531 2.80 185 - 716 -
Mauda 244 455 2.70 66 | 1632 | 537 -
1Kt';4APARKHEDA - 480 490 2.83 136 - 626 -
BHUSAWAL 4 135 567 2.90 39 -] 606 -
BHUSAWAL 5 : 567 2.90 : - 567 -
Rattanindia

Aananine ; 904 2.92 ] .| 904 ]
PARLI UNIT-6 - 264 2.99 - - 264 -
PARLI UNIT-7 - 264 2.99 - - 264 -
NTPC solapur - 303 3.00 - - 303 -
NASHIK- 3.4 & 5 : 400 3.20 : 21 400 -
BHUSAWAL -3 : 91 321 : : 91 :
KAWAS 5 116 3.22 - 6.00 | 122 -
GANDHAR 5 145 3.24 - 6.00 | 151 -
PARLI -4 : 15 334 - - 15 -
PARLI 5 : 15 334 : : 15 -
Total Thermal 95,903 16,520 19,245 353 | 36,117
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Table 5-38: Approved Power Purchase from Thermal Stations/Units for FY

2019-20
Other
Energy Capacity Variable thal Ch_arges Total Ruar:?t %(]a‘r
Generator Name Purchase Charges Cosrt'| _pt)er \éar:::b:ae su(mclzl.& Cost power
uni g F;Pr) procured
MU (Rs. (Rs (Rs. (Rs. (Rs. (Rs
21 Crore) /kWh) Crore) Crore) Crore) /kWh)

KSTPS Il 925 141 1.04 96 9.48 247 2.67
KSTPS 4,509 238 1.06 478 36.74 753 1.67
SIPAT TPS 2 2,020 254 1.07 217 6.00 476 2.36
SIPAT TPS 1 4,223 578 1.08 456 23.85| 1,058 2.50
VSTP Il 2,033 222 1.37 279 19.62 521 2.56
VSTP IV 2,222 341 1.41 313 85.82 740 3.33
VSTP | 3,157 194 1.47 463 24.94 682 2.16
VSTP I 2,449 154 1.49 364 18.98 537 2.19
CGPL 5,172 469 1.50 778 0.36 | 1,248 2.41
VSTP V 1,203 151 1.52 183 0.34 334 2.78
Lara 1,566 197 1.52 238 2.00 437 2.79
Gadarwara 343 43 1.52 52 2.00 97 2.83
NTPC Khargone

(2*660MW) 172 1 1.52 26 - 27 1.57
EMCO Power 1,374 159 1.70 233 79.62 472 3.44
IPP - JSW 1,940 142 1.80 349 12.45 503 2.59
paani Powerl320 8,534 950 182| 1551 - | 25500 2.93
Chandrapur 8 3,509 610 2.09 732 - 1,342 3.82
Chandrapur 9 3,509 610 2.09 732 - 1,342 3.82
Koradi R U-8 4,632 736 2.33 1,079 -| 1,815 3.92
Koradi 9 4,632 736 2.33 1,079 -| 1,815 3.92
Koradil0 4,632 733 2.33 1,079 -] 1,812 3.91
PARAS UNIT-3 1,708 263 241 412 - 675 3.95
PARAS UNIT-4 1,708 263 241 412 - 675 3.95
paani Power 125 859 114 2.58 221 | 335 3.91
paani Power 1200 8243 | 1,077 258 | 2,126 | 3202 3.89
plcani Power 440 3,022 413 258 780 11192 3.95
KhSTPS-II 1,017 120 2.50 254 6.00 380 3.73
CHANDRAPUR -3 1,348 164 2.60 350 - 514 3.81
CHANDRAPUR -4 1,348 164 2.60 350 - 514 3.81
CHANDRAPUR -5 3,085 164 2.60 801 - 965 3.13
CHANDRAPUR -6 2,937 164 2.60 762 - 926 3.15
CHANDRAPUR -7 2,803 164 2.60 728 - 892 3.18
GTPS URAN 2,727 170 2.62 714 - 884 3.24
KORADI - 6 774 111 2.63 203 - 315 4.07
KORADI -7 657 111 2.63 173 - 284 4.32
parli replacement U 844 362 2.76 233 | 595 -
Mauda 1,014 455 2.70 274 16.32 745 -
KHAPARKHEDA 5 708 518 2.80 198 - 716 -
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Oilres Rate per
Energy Capacity Vel thal Ch_arglyes Total unitFt))f
Gl [N Purchase Charges Cos;ipt)er \éahr;z:ae su(pl)r;)(I:. ‘ & Cost power
I procured
MU (Rs. (Rs (Rs. (Rs. (Rs. (Rs
21 Crore) /kWh) Crore) Crore) Crore) /kWh)
HAPARICHEDA- 480 495 2.84 136 -l 631
BHUSAWAL 4 297 554 2.91 86 - 641
BHUSAWAL 5 195 554 2.91 57 - 611
Rattanindia
Amravati - 907 2.96 - - 907
PARLI UNIT-6 - 260 2.99 - - 260
PARLI UNIT-7 - 260 2.99 - - 260
NTPC solapur - 303 3.00 - - 303
BHUSAWAL -3 - 96 3.22 - - 96
NASHIK- 3,4 &5 - 413 3.22 - - 413
KAWAS - 110 3.22 - 6.00 116
GANDHAR - 135 3.24 - 6.00 141
PARLI -4 - 12 3.35 - - 12
PARLI -5 - 12 3.35 - - 12
Total Thermal 98,531 16,565 20,047 357 | 36,968

The total power purchase cost and quantum provisionally approved by the
Commission over the 3rd Control Period is summarised below, subject to truing-up
for the respective years considering the actuals and after prudence check.

Table 5-39: Approved Power Purchase Cost for FY 2016-17

Other
. Total Charges .
Energy Capacity . . Total Per Unit
GBI e Purchase Charges \éarg:g:f Su(;)r;?_l ’ & Cost Cost
IT)
(Rs. (Rs. (Rs. (Rs/
L5) Crore) Crore) (35 Croe) Crore) kwWh)
Total Thermal 91,570 12,974 18,789 353 | 32,116 3.51
Total Must Run 23,810 711 8,750 35 9,497 3.99
Power Grid &
Reactive 2,142
Charges
Total 115,380 13,685 27,539 388 | 43,754 3.79
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Table 5-40: Approved Power Purchase Cost for FY 2017-18

Other —
. Total Charges ota .
Energy Capacity . . Per Unit
Generator Name Purchase Charges \(/:aglable (incl. Cost
arge suppl. & Cost
IT)
(Rs. (Rs. (Rs. (Rs/
L4IE) Crore) Crore) (35 Crom) Crore) kWh)
Total Thermal 91,968 15,816 18,144 353 34,313 3.73
Total Must Run 27,565 703 10,549 37 11,289 4.10
Power Grid &
Reactive 2,356
Charges
Total 119,533 16,519 28,694 389 47,958 4.01
Table 5-41: Approved Power Purchase Cost for FY 2018-19
Other .
. Total Charges ota .
Generator Name 21y Celpziy) Variable (incl. a7 Il
Purchase Charges Cost
Charge suppl. & Cost
1T)
(Rs. (Rs. (Rs. (Rs/
092 Crore) Crore) (75, (Eire) Crore) kWh)
Total Thermal 95,903 16,520 19,245 353 | 36,117 | 3.77
gﬁfna' Must 28,212 696 | 11,411 1| 12,108| 4.29
Power Grid &
Reactive 2,592
Charges
Total 124,116 17,215 30,655 354 | 50,817 4.09
Table 5-42: Approved Power Purchase Cost for FY 2019-20
Other
. Total Charges Per
Generator Name PE?ELgZe %ig?cg Variable (incl. 'Eo:;l Unit
g Charge suppl. & Cost
IT)
MU (Rs. (Rs. (Rs. (Rs. (Rs/
191 Crore) Crore) Crore) Crore) kWh)
Total Thermal 98,531 16,565 20,047 357 | 36,968 | 3.76
gotal Must 30,570 683 | 12,795 36| 13514 | 4.42
Power Grid &
Reactive 2,851
Charges
Total 129,101 17,248 32,842 393 | 53,334 | 4.13
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Considering the above, the Commission observes that a large quantum of surplus
power is expected in the 3rd Control Period. The Table below shows the projected
energy availability as against the energy requirement, and the corresponding surplus
available which may have to be backing down over some or all of the 3rd Control
Period.

Table 5-43: Surplus Energy Availability in3™Control Period, as estimated by
Commission

Particulars Units FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Energy Available MU 140,985 166,090 168,768 171,683
Energy Procured MU 115,380 119,533 124,116 129,101
Surplus Energy/Backed Down MU 25,605 46,558 44,653 42,582

5.7

Thus, surplus energy of around 25,000 MU in the first year andincreasing up to
around 42,000 MU in the last year is likely in the 3rd Control Period. Hence,
MSEDCLshould explore various options for selling the surplus power through short-
term/ medium-term bilateral contracts or through Power Exchanges in an optimal and
efficient manner such that the revenue gained can cushion the effective cost of power
procurement. Another option might be to provide tariff rebates to certain consumer
categories, which would be advantageous to them and also assist higher power
demand for meeting additional production and other requirements. The MYT
Regulations, 2015 allow such rebates provided there is no discrimination between
consumers within any category, and MSEDCL bears the impact of the higher revenue
foregone. There may be scenarios in which this may still be beneficial to MSEDCL.
Indeed, on the basis of clarifications sought separately, the Commission understands
that MSEDCL is considering this option also. In any case, in view of the likely
surplus, any future long-term/medium-term contracting for power procurement during
the 3" Control Period will have to show how it meets the test of actual requirement
and optimum cost.

As per MSEDCL’s projection of the long-term demand/supply position (Form 1.5)
and based on its contracted capacity, a suplus power scenario is expected until FY
2023-24 (310 MW).In these circumstances, MSEDCL should also review its PPAs
and explore options to optimise the impact of the fixed cost of the contracted capacity,
including deferment in cases where no significant work execution has taken place so
far.

Operation & Maintenance Expenses
MSEDCL’s Submission

Regulations 72 and 81 of the MYT Regulations, 2015 specify the O&M expenses
norms for the Wires and Supply Business, respectively.As per the Regulations,
MSEDCL has computed the inflation factor, considering the Consumer Price Index
(CPI) and Wholesale Price Index (WPI), for FY 2014-15 as 2.76%. Taking FY 2015-
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16 as the base year and applying the escalation factor, MSEDCL has calculated the
normative O&M expenses for 3rd Control Period as shown in thefollowing Table:

Table 5-44: Normative O&M Expenses for 3™ Control Period, as computed by
MSEDCL (Rs. crore)

Particulars

FY 2015-16

FY 2016-17

FY 2017-18

FY 2018-19

FY 2019-20

Normative O&M Expenses
for Wires Business

3,761

3,865

3,971

4,081

4,194

Normative O&M Expenses
for Supply Business

2,025

2,081

2,138

2,197

2,258

Total

5,786

5,946

6,110

6,278

6,452

However, the normative O&M expenses arrived at as per the MYT Regulations will
lead to under-estimation of such expenses, and is not realistic considering the past
trends and inflationary indices.Therefore, MSEDCL has computed more realistic
O&M expenses based on the following assumptions:

(@) Employee Expenses: A normal increase of 4% per annum is assumed due to

periodical increments and fitment of basic pay on promotions. Additional
increase due to revisions of pay scales from April 1, 2018 has been considered
from FY 2018-19.Contribution to Provident Fund has been taken at 12% of the
closing balance of basic pay and DA.

(b) Administration and General Expenses: An annual increase of 10% has been

considered for most of the expense heads. However, in case of conveyance and
travel, computer stationery expenses, advertisement expenses, freight on
capital equipment, vehicle running and vehicle hire expenses, an increase of
25% per annum has been applied because of the increase in the number of
consumers, special recovery drive, theft detection drive, public awareness, etc.

(c) Repairs and Maintenance Expenses: Considering the historical trend and

inflation, an increase of about 10% over the previous year has been considered
for projection for the Control Period.

Considering the above assumptions, MSEDCL has projected the realistic O&M
expenses for FY 2016-17 to FY 2019-20 as shown in the following Table, which may
be approved by the Commission.

Table 5-45: O&M Expenses for 3rd Control Period, as proposed by MSEDCL

(Rs. crore)

Particulars

FY 2015-16

FY 2016-17

FY 2017-18

FY 2018-19

FY 2019-20

O&M Expenses for Wires
Business

5,178

4,802

5,325

6,116

6,756
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Particulars FY 2015-16 FY 2016-17 FY 2017-18 FY 2018-19 FY 2019-20
O&M Expenses for 1,547 2,536 2,867 3,203 3,638
Supply Business
Total 6.725 7,338 8.192 9,410 10,394

Commission’s Analysis and Ruling

The MYT Regulations, 2015 specify that:

“72.2 The Operation and Maintenance expenses shall be derived on the basis

of the average of the Trued-up Operation and Maintenance expenses after
adding/deducting the share of efficiency gains/losses, for the three years
ending March 31, 2015, excluding abnormal Operation and Maintenance
expenses, if any, subject to prudence check by the Commission.

72.3 The average of such Operation and Maintenance expenses shall be
considered as Operation and Maintenance expenses for the year ended
March 31, 2014, and shall be escalated at the escalation rate of 5.72% to
arrive at the Operation and Maintenance expenses for the base year
commencing April 1, 2015.”

Considering these provisions, the base O&M expenses for FY 2015-16 work out to
Rs. 5786 crore.

The Regulations specify further that:

“72.4 The O&M expenses for each subsequent year shall be determined by
escalating the base expenses determined above for FY 2015-16, at the
inflation factor considering 60% weightage for the actual point to point
inflation over Wholesale Price Index numbers as per Office of Economic
Advisor of Government of India in the previous year and 40% weightage for
the actual Consumer Price Index for Industrial Workers (all India) as per
Labour Bureau, Government of India in the previous year, as reduced by an
efficiency factor of 1%, to arrive at permissible O&M expenses for each year
of the Control Period....

81.4 The O&M expenses for each subsequent year shall be determined by
escalating the base expenses determined above for FY 2015-16, at the
inflation factor considering 60% weightage for the actual point to point
inflation over Wholesale Price Index numbers as per Office of Economic
Advisor of Government of India in the previous year and 40% weightage for
the actual Consumer Price Index for Industrial Workers (all India) as per
Labour Bureau, Government of India in the previous year, as reduced by an
efficiency factor of 1%, to arrive at permissible O&M expenses for each year
of the Control Period:...”

The escalation factor for O&M expenses from FY 2016-17 is to be worked out on the
inflation factor considering 60% and 40 % weightage for actual point to point WPI
and CPI, respectively, in the previous year, reduced by an efficiency factor of 1%.

Page 252 of 617

Case No. 48 of 2016



MYT Order of MSEDCL for the period from FY 2016-17 to FY 2019-20

The Commission has analysed the WPI and CPI data for the previous year FY 2015-
16. By applying 60% weightage to WPI and 40% weightage to CPI for FY 2015-16,
the inflation factor works out to 0.74%. After applying the efficiency factor of 1%, the
escalation factor for projecting O&M expenses from FY 2016-17 works out to (-)
0.26%.

The Commission recognises that the escalation rates based on actual WPI and CPI
have reduced significantly during the last two years as compared to previous years. It
may not be appropriate to apply this negative inflation factor for projecting the O&M
Expenses from FY 2016-17 onwards as some such expenses are likely to increase on a
year-to-year basis. The Commission also notes that, for the O&M expenses for its
Tariff Regulations, 2014, the CERC considered the escalation rate computed based on
the 5-year average WPI and CPI from FY 2008-09 to FY 2012-13 applying 60% and
40% weightage, respectively, and compared these with the actual increase in O&M
expenses.

The inflation factor based on the provisions of the MYT Regulations, 2015 is negative
due to the reduction in WPI in FY 2015-16 over FY 2014-15. The Commission is of
the view that it would be more appropriate at this stage to apply the WPI and CPI
variation over a period longer than a year so that wide fluctuations in any particular
year are smoothened. Hence, the Commission has applied the three-year average
variation in WPI and CPI to arrive at the inflation factor for projecting the O&M
Expenses from FY 2016-17 onwards.

Based on this approach, the inflation factor considering 60% and 40% weightage to
WPI and CPI, respectively, works out to 3.97%.After applying the efficiency factor of
1%, the escalation factor to be considered for projecting O&M expenses from FY
2016-17 to FY 2019-20 would be 2.97%.Hence, in exercise of its powers under
Regulation 102 of the MYT Regulations, 2015 to remove difficulties, the Commission
has computed the O&M Expenses for FY 2016-17 to FY 2019-20 applying an
escalation factor of 2.97% considering the three-year instead of one-year average
variation in WPI1 and CPI.

Accordingly, the O&M expenses approved for each year of the Control Periodare as
follows:

Table 5-46: Operation & Maintenance Expenses for 3™ Control Period, as
approved by Commission (Rs. crore)

Particulars FY FY FY FY
2016-17 2017-18 2018-19 2019-20
Total O&M Expenses 5912 6088 6268 6455
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5.8  Capital Expenditure and Capitalisation
MSEDCL’s Submission

MSEDCL has submitted the projected capital expenditure and capitalisation from FY
2016-17 to FY 2019-20, as summarised in the following Table:

Table 5-47: Summary of Capital Expenditure and Capitalisation for the 3rd
Control Period, as submitted by MSEDCL (Rs. crore)

Particulars FY 2016-17 FY 2017-18 FY 2018-19 FY 2019-20
(Projected) (Projected) (Projected) (Projected)

Capital Expenditure

DPR Schemes 7,592 7,669 6,318 6,151

Non DPR Schemes 2,398 1,247 713 713

Total 9,990 8,917 7,031 6,864

Capitalisation

DPR Schemes 7,126 7,510 6,511 6,238

Non DPR Schemes 2,174 1,534 775 816

Total 9,300 9,044 7,286 7,055

The scheme-wise details of capital expenditure and capitalisation for DPR and Non-
DPR Schemes are provided below:

Table 5-48: Capital Expenditure and Capitalisation of DPR Schemes for 3™
Control Period, as submitted by MSEDCL (Rs. crore)

Schemes Capital Expenditure Capitalisation

FY17 | FY18 | FY19 | FY20 | FY17 | FY18 | FY19 | FY 20
a) DPR Schemes
Infra Plan Works - - - - 20 5 - -
Infra Plan Works - 11 3,500 | 1,502 - -13384|1761| 352 88
Additional Infra - 11 600 994 - - 480 | 891 | 178 45
Gaothan Feeder
Separation Scheme
(GFSS)
GFSS -1 - - - - 0 - - -
GFSS — I - - - - 6 - - -
GFSS — 111 - - - - 1 - - -
GFSS IV - - - - 6 1 - -
Fixed Capacitor Scheme
LT Fixed Capacitor

- - - - 3 1 - -

Scheme
Other Allied Works
Single Phasing - Left out i i i i 1 0 i i
villages
AMR - - - - 2 0 - -
APDRP
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Schemes Capital Expenditure Capitalisation
FY17 | FY18 | FY19 | FY20 | FY17 | FY18 | FY19 | FY 20
Phase-II - - - - 1 0 0 0
RAPDRP A 20 - - - 94 31 - -
RAPDRP B 900 - - -| 982 | 245 61 15
SCADA Part A 50 - - - 44 15 - -
Internal Reform
DTC Metering
Phase-1 &Phase-I1 - - - - (0) (0) (0) (0)
Phase-I11 - - - - 1 - - -
SPA:PE(Release of Agri.
h - - - - 21 2 - -
Connection)
P:SI(Project for System 40 i i i 16 5 i i
Improvement)
P:1E(Project for Intensive i i i i 0 i i i
Electrification)
DRUM - - - -1 @] O] @] ©
RGGVY - - - - 6 - - -
ERP - - - - 3 0 0 0
Agriculture Metering 523 553 99 -| 485| 547 | 143 14
New Schemes
Deogad Wind Power
. 45 - - - - - - -
Project
Ag DSM-Pilot project in i i i 2| 034 i i i
Mangalwedha, Solapur '
Star rated celing fan i i i 2l 015 i i i
Phase-I
Star rated celing fan i i i o162 i i i
Phase-I1 (HVAC) '
DeenDayalUpadhyayGram
JyotiYojana (DDUGLY) 926 710 | 517 -| 741 716| 557 | 111
Integrated Power
Development Scheme 989 759 | 552 -| 791 765| 595 | 119
(IPDS)
Sinhansth Kumbmela i i i i 4 1 i i
Nashik
Infrastructure not yet .| 3151|5151 6151 | - |2521 | 4,625 | 5846
sanctioned
Total DPR Schemes 7,592 | 7,669 | 6,318 | 6,151 | 7,126 | 7,510 | 6,511 | 6,238
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Table 5-49: Non-DPR Scheme Capex and Capitalisation for 3" Control Period,
as submitted by MSEDCL (Rs. crore)

Capital Expenditure Capitalisation

Schemes FY 17 pFY 18 pFY 19 | FY 20 | FY 17 FYp18 FY19 | FY 20
FMS - - - - 1 0 0 0
Load Management - - - - 1 - - -
Distribution Scheme - - - - - - - -
P.F.C.Urban ) ) ) ) 0 ) ) )
Distribution Scheme
MIDC Interest free ] ] ) ) ) ] ) ]
Loan Scheme
Evacuation 70 80 70 70 63 77 80 71
Evacuation Wind 4| 35| 30| 30| 38| 36| 35| 31
Generation
DPDC / Non-Tribal 388 390| 390 390| 330| 425| 394 | 390
DPDC / SCP (Loan up
0 2012-13) 96 95 95 95 91 106 96 95
DPDC /TSP + OTSP 128 | 128 | 128| 128 | 121 143 | 130 | 129
Rural Electrification - - - - 1 - - -
Backlog Removal 959 i i -1 260 58 6 1
scheme
Ag Special Package for
Vidarbha /Marathwada 916 - - -| 864 194 22 -
& Maharashtra
Single Phasing - - - - 3 - - -
Drought fund from 500 | 519 i | 400| 495| 12| 100
Govt.

Commission’s Analysis and Ruling

MSEDCL has claimed excess capitalisation over and above the in-principle approved
costfor certain schemes in some years. Some of these schemes are those on which
excess capitalisation had also been claimed in FY 2015-16, for which the Commission
has disallowed 50% of the IDC on account of delay. The Commission has taken the
same view on these schemes for the 3rd Control Period as well, and has disallowed
50% of the IDC. In addition to the old schemes, MSEDCL has proposed excess
capitalisation under the scheme for Agriculture metering during the 3rd Control
Period. Although the Commission has approved a revised capitalisation for this
scheme in subsequent paragraphs, 50% of its IDC in the respective years has been
disallowed on account of excess capitalisation.
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Table 5-50: Excess Capitalisation claimed by MSEDCL in 3rd Control Period

(Rs. crore)
Major Schemes FY 17 FY 18
Infra Plan Works 20 S
GFSS 7
RAPDRP A 9 31
DTC Metering Phase-111 1
SPA:PE (Release of Agri.
. 21
Connection)
P:SI (Project for System 2
46
Improvement)
P:l1E(Project for Intensive 0 5
Electrification)
RGGVY 6
Agriculture Metering 127 455
Total 325 499

MSEDCL has not furnished the scheme-wise IDC computation figures, or any details
of scheme-wise allocation of loans and phasing of expenditure, which are necessary
for ascertaining scheme-wise excess capitalisation of IDC. However, it has stated that
interest capitalisation amounts to 2.95% of the total capitalised amount. Thus, for
estimating the IDC component included in the excess capitalisation during the 3rd
Control Period, the Commission has applied 2.95% for interest capitalisation.
Accordingly the derived IDC component of excess capitalisation works out to Rs.
9.59 crore in FY 2016-17 and Rs. 14.72 crore in FY 2017-18. The Commission has
allowed only 50% of this IDC component, amounting to Rs. 4.79 crore in FY 2016-17
and Rs. 7.36 crore in FY 2017-18.

As regards the scheme ‘Additional Infra II’, MSEDCL has proposed capitalisation of
Rs. 1594 crore in the 3rd Control Period against the amount of Rs. 1461 crore
approved in principle under the Commission’s 2005 Guidelines. The phasing
proposed is Rs. 480 crore, Rs. 891 crore, Rs. 178 crore and Rs. 45 crorein the
respective years of the Control Period. The Commission has reduced the capitalisation
claimed in the respective years pro rata such that the total capitalisation allowed
matches with the amount approved in-principle. Thus, the Commission has approved
Rs. 440 crore, Rs. 817 crore, Rs. 163 crore and Rs. 41 crore for FY 2016-17, FY
2017-18, FY 2018-19 and FY 2019-20, respectively.

Under ‘Agriculture metering’ scheme, MSEDCL has claimed capitalisation of Rs. 485
crore, Rs.547 crore, Rs. 143 crore and Rs. 14 crorein the respective years of the
Control Period. An earlier scheme for such metering hadbeen given in-principle
approval for Rs. 614 crore. MSEDCL has now proposed capitalisation against a
similar scheme of Agriculture metering for which it has submitted a DPR for
approval. The Commission has referred back the proposal for want of certain
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clarifications, particularly with regard to the inclusion of capacitors, whose cost has to
be borne by the concerned Agriculture consumers and cannot be passed on to the
consumers at large. Nevertheless, considering the importance of this scheme and the
need for implementing iturgently, the Commission has provisionally approved its
capitalisation over the Control Period subject to separate in-principle approval and
subsequent truing-up after prudence check. In the DPR which was submitted,
MSEDCL has spread the capital expenditure over the three yearsFY 2015-16 to FY
2017-18, of which capitalisation of Rs. 457 crore and Rs. 455 crore has been proposed
for FY 2016-17 and FY 2017-18, respectively, which the Commission has now
considered.

MSEDCL has proposed to capitalise expenditure towards a few pilot DSM schemes
during FY 2016-17. However, in accordance with the DSM Regulations, 2010, the
Commission considers it more appropriate to treat the expenditure on these schemes
as revenue expenditure to be included as part of the ARR instead of allowing their
capitalisation. Accordingly, it has disallowed the capitalisation claimed towards these
schemes, and allowed the amount as part of the ARRs for the 3rd Control Period.
These schemes are listed below:

Table 5-51: Schemes of revenue nature for which Capitalisation is disallowed,
and added in ARR as Revenue Expense (Rs. crore)

Schemes FY 2016-17
AG-DSM Pilot Project -Magalwedha Tal.,
L 0.34
Solapur District.
Star rated ceiling fan Phase-I 0.15
Star rated ceiling fan Phase-I1 1.62
Total 2.11

MSEDCL has also proposed capitalisation against “Infrastructure not yet Sanctioned”
of Rs. 2521 Core, Rs. 4625 crore and Rs. 5846 crore in FY 2017-18 , FY 2018-19 and
FY 2019-20, respectively. MSEDCL has not submitted any DPR for this scheme for
in-principle approval inspite of the large capital outlay of Rs. 14452 crore (of which
capitalisation of 12,991 crore is proposed in the 3™ Control Period). Therefore, the
Commission has not considered the capitalisation proposed against this scheme for
the time being pending submission of the DPR and its in-principle approval.

Capitalisation towards non-DPR schemeshas been approved upto the threshold limit
of 20% of the capitalisation approved towards DPR schemes in the respective years.

Accordingly, the capitalisation approved for FY 2016-17 to FY 2019-20 is as shown
inthe Tablebelow:
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Table 5-52: Capitalisation approved by Commission for 3rd Control Period (Rs.

crore)

Particulars FY 2016-17 FY 2017-18 FY 2018-19 FY 2019-20
DPR Scheme 7,047 4,815 1,728 375
Non-DPR 1,400 963 346 75
Scheme
Capitalisation 8457 5778 2074 449

5.9  Depreciation
MSEDCL’s Submission

Regulation 27.1 ofthe MYT Regulations, 2015 provides for recovery of depreciation
and the method of computing it.

MSEDCL has taken the useful life of assets as per the provisions of the Companies
Act. Since it may not be possible to calculate the depreciation as per Regulation 31.2
(b) of MYT Regulation 2011 due to unavailability of the useful life of all assets,
MSEDCL will write off the individual assets at the rates specified in thoseRegulations
to the extent of 90% of the values of the assets under the Straight Line Method.

MSEDCL has calculated the depreciation considering the opening balance of assets
and the projected capitalisation. The depreciation rates as per the MYT Regulations,
2015 have been applied.

The depreciation projected for the Control Periodis shown in the following Table:

Table 5-53: Depreciation for 3rd Control Period as submitted by MSEDCL (Rs.

crore)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Opening GFA 47,470 56,770 65,814 73,100
Depreciation 2,723 3,202 3,628 4,003
% Depreciation 5.74% 5.64% 5.51% 5.48%

Commission’s Analysis and Ruling

The Commission has taken the Opening GFA as the closing GFA approved for FY
2015-16 in the provisional truing-upfor computing the depreciation for the 3rd
Control Period, and on the revised capitalisation approved for the respective
years.Further, as per Regulation 25.2 (c), depreciation has been not been allowed to
the extent of GFA established through Consumer Contribution and Grants. The
depreciation rates are as per the MYT Regulations, 2015.

The depreciation amount approved for the 3rd Control Period is as shown inthe Table
below:
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Table 5-54: Depreciation as approved by Commission for 3rd Control Period

(Rs. crore)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Opening GFA

(adjusted for grant & 43,224 49,711 54,204 56,064
consumer

contribution)

Depreciation 2,063 2,308 2,449 2,498
% Depreciation 4.77% 4.64% 4.51% 4.46%

5.10 Interest on Long-term Loan
MSEDCL’s Submission

The interest expenditure on account of long-term loans depends on the outstanding
loan, repayments, and prevailing interest rates on the outstanding loans. The addition
to loans has been considered in proportion to the capital expenditure and
capitalisation.

Regulation 29.5 of theMYT Regulations, 2015specifies that the rate of interest for
calculation of interest on long-term loans be the weighted average rate of interest
computed on the basis of the actual loan portfolio at the beginning of each year. The
interest on long-term loans has been considered as the weighted average rate of
interest of 11.83% for FY 2014-15.

Accordingly, the Interest Expenses for the 3rd Control Periodare as projected in the
following Table:

Table 5-55: Interest Expenses on Long-TermLoan, as submitted by MSEDCL

(Rs. crore)
Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Outstanding Loan at beginning
of the Year 13,652 15,669 16,320 15,250
Loan Drawal 4,739 3,852 2,559 2,529
Loan Repayment 2,723 3,202 3,628 4,003
Balance Outstanding at the
end of the Year 15,669 16,320 15,250 13,776
Interest Rate 11.83% 11.83% 11.83% 11.83%
Interest Expenses 1,734 1,892 1,867 1,717

Commission’s Analysis and Ruling
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The Commission has considered the funding pattern for capitalisation for the 3rd
Control Period in the same ratio as for the funding of proposed capital expenditure, in
line with the methodology adopted by MSEDCL, and after considering the approved
quantum of capitalisation.This would be subject to prudence check and reviewed
during the MTR and at the end of the Control Period.

Table 5-56: Funding of Capitalisation approved by Commission for 3rd Control

Period
FY 2016-17 FY 2017-18 FY 2018-19 FY 2019-20
Particulars Amount % Amount % Amount % Amount %
(Rs. (Rs. (Rs. (Rs.
crore) crore) crore) crore)
Total 8,457 5,778 2,074 449
Capitalisation
Less: Consumer
Contribution 93 32 15 3
Less: Grant
received during 1,877 1,162 289 36
the year
Capitalisation to
be funded by 6,487 | 100% | 4,583 | 100% | 1,770 | 100% 410 | 100%
debt & equity
Equity 747 12% 335 7% 34 2 - 0
Debt 5,739 88% | 4,248 93% | 1,736 98% 410 | 100%

The approved interest expenses for FY 2016-17 to FY 2019-20 (Rs. crore) are as
shown inthe Table below:

Table 5-57: Interest Expenses as approved by Commission for 3rd
ControlPeriod (Rs crore)

Particular FY 2016-17 FY 2017-18 FY 2018-19 | FY 2019-20
Opening Ba_lance of 14,533 18,210 20149 19,435
Net Normative Loan
Addition of Normative 410
Loandueto 5,739 4,248 1,736
capitalisation during
the year
Repayment of 2,498
Normative loan during 2,063 2,308 2,449
the year
Closmg_ Balance of Net 18210 20149 19435 17,347
Normative Loan
Average Ba!ance of 16,372 19,180 19792 18,391
Net Normative Loan
Weighted average Rate 11.83% 11.83% 11.83% 11.83%
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Particular FY 2016-17 FY 2017-18 FY 2018-19 | FY 2019-20

of Interest on actual
Loans (%)

Total Interest &
Financing Charges

1,037 2,269 2,341 2,176

5.11 Return on Equity
MSEDCL’s Submission
Regulation 28.2 of the MYT Regulations, 2015 provides for RoE for boththe Wires
and Supply Business. The return on equity capital has been allocated in the proposed
ratio of Fixed Assets between Wires and Retail Supply Business, i.e., 90% to Wires
Business and 10% to Supply Business.
MSEDCL has considered projection of consumer contribution as well as grant while
arriving at the funding pattern of capitalisation and for working out the RoE for the
3rd Control Period.
As a short-term measure to reduce the overall tariff in Maharashtra, MSEDCL has
claimed RoEof 7.5% on the approved equity instead of the permitted RoE of 17.5%
and 15.5% for the Supply and WiresBusiness, respectively.
In order to safeguardits financial viability and to maintain its credit rating, MSEDCL
may be allowed to review this claim during the finalization of Accounts for the
respective years, and the presently deferred RoE may be allowed to be recovered
depending on the financial position in the respective years.
The RoE forthe WiresBusiness and Supply Business is projected as shown in the
Tables below.
Table 5-58: RoE for Wires Business for 3rd Control Period, as submitted by
MSEDCL (Rs. crore)
Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Regulatory Equity at the beginning of the
year (Wires) 9,242 9,982 10,455 10,563
Capital Expenditure incurred
(excl. Grants) 5,574 3,974 2,418 2,304
Equity portion of capital expenditure 794 466 105 0
% of Equity portion of capital
expenditure 14% 12% 4% 0%
Assets Capitalisation 5,189 4,031 2,505 2,368
Equity portion of Assets Capitalisation 740 473 109 0
Regulatory Equity at the end of the
year 9,982 10,455 10,563 10,563
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Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Return on Computation

Return on Regulatory Equity at the

beginning of the year 693 749 1,620 1,637
Return on Normative Equity portion of

Asset Capitalisation 28 18 8 0
Interest on Equity portion above 30% 15 15 15 15
Total Return on Regulatory Equity for

Wires 736 781 1,644 1,652

Table 5-59: RoE for Supply Business for 3rd Control Period, as submitted by

MSEDCL (Rs. crore)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Regulatory Equity at the beginning of the

year (Supply) 1,026 1,109 1,161 1,173
Capital Expenditure incurred (excl.

Grants) 619 442 269 256
Equity portion of capital expenditure 88 52 12 0
% of Equity portion of capital expenditure 14% 12% 4% 0%
Assets Capitalisation 577 448 278 263
Equity portion of Assets Capitalisation 82 53 12 0
Regulatory Equity at the end of the

year 1,109 1,161 1,173 1,173
Return on Computation

Return on Regulatory Equity at the

beginning of the year 77 83 203 205
Return on Normative Equity portion of

Asset Capitalisation 3 2 1 0
Interest on Equity portion above 30% 2 2 2 2
Total Return on Regulatory Equity for

Supply 82 87 206 207

Commission’s Analysis and Ruling

MSEDCL has proposed RoE at 7.5% for FY 2016-17 and FY 2017-18, as against
17.5% and 15.5% for the Supply and WiresBusiness, respectively,allowed bythe
MYT Regulations, 2015. In this context, the Commission had made certain
observations on the directions of GoM to reduce the RoE similarly for two years in
respect of MSETCL and MSPGCL, in its MTR Orders dated 26 June, 2015. In the
MSETCL MTR Order (Case No. 207 of 2014), the Commission had stated as follows:
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“6.9.9. Section 61 of the EA, 2003 provides that the State Commission, while
specifying (i.e. through Regulations) the terms and conditions for tariff
determination, shall be guided, inter alia, by the Tariff Policy and the
principles and methodologies of the Central Electricity Regulatory
Commission (CERC) for tariff determination of Transmission Licensees.
Under Section 86(1) (a), tariff determination is a function of the State
Commission. Sections 62 and 63 provide that the Commission has to
determine the tariff for transmission, distribution, etc. in accordance with the
provisions of the Act. While stating that a balance needs to be maintained
between the interests of consumers and the need for investments, Clause 5.3(a)
of the Tariff Policy sets out the objectives behind providing RoE, viz.
attracting investments and generating a reasonable surplus. The rate of RoE
stipulated for transmission projects by CERC is to be adopted by the State
Commissions. Accordingly, this Commission’s MYT Regulations, 2011
provide for RoE of 15.5% for Transmission Licensees...

6.9.11..The Commission is of the view that, without further clarification, such
a move may constrain MSETCL’s ability to fund its equity requirement for
capital expenditure on ongoing or new works and would also negatively
affects its credit rating. It will also severely reduce MSETCL’s capacity to
meet any financial short fall it may face.”

6.9.14...The Commission suggests, therefore, that in the Petition for the next
Control Period, which is due for submission by November 2015, MSETCL
may indicate the required rate of RoE and also indicate how any shortfall
inRoE will be compensated, either by in-house economy, State Government
intervention, or other Non-Tariff Income, so as to ensure that its financial
health is maintained.

(Subsequently, in its recent MYT Orders in respect of MSPGCL and MSETCL, the
Commission has accepted their proposals for some reduction in the rate of RoE for a
limited period, based on an analysis of their submissions in the above context.)

In this background, MSEDCL was asked to justify its proposal for lower RoEand
address the issues flagged earlier in the MTR Orders of MSPGCL and MSETCL. In
reply, MSEDCL stated that the decision to claim lowerthan the normative RoEis a
conscious decision taken by the MSEBHCL and GoM for its subsidiary companies.
The proposal had been made keeping in view not only the interest of its consumers by
attempting to avoid over-burdening them with higher tariffs, but also to subject itself
to stringent financial discipline and increasing its own operational efficiency.
MSEDCL is hopeful that in-house economy through better financial and operational
discipline will help it to compensate for the shortfall in ROE to some extent, and still
retain a cushion for any emergency or contingencies. In case the reduction of RoE,
results, even after these efforts, in financial liquidity issues requiring an increase in
the RoEback to normative levels, an appropriate decision would be taken and
proposal made at the time of the MTR.
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The Commission notes that MSEDCL has not given any clear and specific response
as to whether it would seek carrying cost in case it claims deferred RoE at a later
stage. MSEDCL has only stated that it would strive to minimize the impact of the
deferred RoE through efficiency improvements. MSEDCL stated that it expects that
the impact of such deferment of RoEto be minimal. Based on the actual impact,
MSEDCL would decide the matter of the deferred RoE at the time of MTR.

Section 61 of the EA, 2003 provides that the State Commission, while specifying (i.e.,
through Regulations) the terms and conditions for tariff determination, shall be
guided, inter alia, by the Tariff Policy and the principles and methodologies of the
CERC for tariff determination of Generating Companies. Sections 62 and 63 provide
that the Commission has to determine the tariff for generation, transmission,
distribution, etc. in accordance with the provisions of the Act. While stating that a
balance needs to be maintained between the interests of consumers and the need for
investments, Clause 5.3 (a) of the Tariff Policy, 2005 as well as Clause 5.11(a) of the
Tariff Policy, 2016 set out the objectives behind providing RoE, viz., attracting
investments and generating a reasonable surplus. Accordingly, the Commission’s
MYT Regulations, 2015 provide for RoE of 17.5% and 15.5% for the Supply and
WiresBusiness, respectively, for a Distribution Licensee.

The Commission has assessed the total impact of the lower RoOE claimed by
MSEDCL to be around Rs. 873 crore in FY 2016-17 and Rs. 923 crore in FY 2017-
18. This amount is significant and contributes to approximately 1.5% of the ARR of
MSEDCL in those years. However, MSEDCL has merely stated that it has taken a
conscious decision to claim a lower ARR to this extent and to make up for the
shortfall through efficiency improvements and greater financial discipline.

Nevertheless, the Commission has serious concerns about MSEDCL’s proposal for a
lower rate of RoE and its impact on the annual ARRs. These concerns cannot be
addressed by general statements regarding efficiency improvements and greater
financial discipline, which are expected of MSEDCL in any case. In several Cases
before the Commission, MSEDCL has stated that it is not able to service the
payments due to various Generators, including RE Generators, due to its severe cash
constraints. The Commission is of the considered view that such reduction may also
constrain MSEDCL’s ability to fund its equity requirements for capital expenditure on
ongoing or new works, may negatively affect its credit rating, and also severely
reduce its capacity to meet any financial shortfalls. Moreover, it does not take into
account the disallowances or other revisions which have now been determined in this
Order subsequent to the filing of MSEDCL’s Petition.

Under these circumstances, accepting MSEDCL’s claim for a lower RoE or its
deferment would be grossly imprudent, and cannot be accepted by the Commission.
Hence, the Commission has approved the RoE for FY 2016-17 and FY 2017-18 at the
regulated rate of 17.5% and 15.5% for the Supply and Wires Business, respectively,
as against MSEDCL’s claim for a lower RoE of 7.5% for these two years. For the
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remaining two years of FY 2018-19 and FY 2019-20 also, the Commission has
approved the RoE at the regulated rates, as also sought by MSEDCL.

The Commission has considered the funding pattern as discussed in the previous
Section for approving the RoE for the 3rd Control Period. It has taken the regulatory
equity at the end of FY 2015-16, as approved in this Order, as the opening balance for
FY 2016-17.The approved closing balance of equity for FY 2016-17 in this Order is
taken as the opening balance for FY 2017-18, and so on for the remaining years of the

3rd Control Period.

The following Tables show the RoE approved by the Commission for the 3rd Control
Period forthe Wires and Supply Business:

Table 5-60: Return on Equity for Wires Business for 3" Control Period, as

approved by Commission (Rs. crore)

Particulars FY FY Y Y
2016-17 2017-18 2018-19 2019-20

)Flieegrulatory Equity at the beginning of the 8,846 9,519 9,821 9,852
Equity portion of Assets Capitalisation - - - -
Equity portion of Assets retired during the i i i i
year
Equ_lty portion of Net Assets Capitalisation 673 302 31 i
during the year
Regulatory Equity at the end of the year 9,519 9,821 9,852 9,852
Return onComputation
Return on Regulatory Equity at the
beginning of the year - @15.5% 1371 1475 1,522 1,527
Return on Normative Equity portion of 52 23 5 i
Asset Capitalisation - @15.5%*/2
Total Return on Regulatory Equity 1,423 1,499 1,525 1,527

Table 5-61: Return on Equity for Supply Business for 3™Control Period, as

approved by Commission (Rs. crore)

Particulars i n i i
2016-17 2017-18 2018-19 2019-20

Sgagrulatory Equity at the beginning of the 083 1058 1,001 1.095
Equity portion of Assets Capitalisation 75 34 3 0
Equity portion of Assets retired during the
year
qulty portion of Net Assets Capitalisation 75 34 3 0
during the year
Regulatory Equity at the end of the year 1,058 1,091 1,095 1,095
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FY FY FY FY

Particulars 2016-17 2017-18 2018-19 2019-20

Return onEquity Computation

Return on Regulatory Equity at the

beginning of the year - @17.5% 172 185 191 192
Return on Normative Equity portion of 7 3 0 0
Asset Capitalisation - @17.5%/2

Total Return on Regulatory Equity 179 188 191 192

5.12 Interest on Working Capital
MSEDCL’s Submission

Regulation 31.3 of the MYT Regulations, 2015 provides for loWC forthe Wires
Business. Accordingly, MSEDCL has calculated the 1oWC for the Control Period
@10.80% forthe Wires Business as shown in the following Table:

Table 5-62: Interest on Working Capital and Security Deposits for Wires
Business for 3™ Control Period, as submitted by MSEDCL (Rs. crore)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20

Computation of Working
Capital
(Wires Business)

O&M expenses for a month 400 444 510 563

Maintenance Spares at 1% of
Opening GFA 427 511 592 658

One and half months of the
expected revenue from charges for 1,238 1,387 1,647 1,759
use of Distribution Wires

Less: Amount held as Security
Deposit from Distribution System (636) (668) (702) (737)
Users

Total Working Capital

. 1,429 1,674 2,047 2,243
Requirement

Computation of Working
Capital Interest

04) =
Interest Rate (%) = SBI Base Rate |, g0, 10.80% 10.80% 10.80%
+150 basis points

Interest on Working Capital 154 181 221 242

Interest on Security Deposit

04) =
Interest Rate (%) = SBI Base Rate | gq 10.80% 10.80% 10.80%
+150 basis points

Interest on Security Deposit 69 72 76 80

MSEDCL has allocated the total CSDin the proportion of 10%to Wires and 90% to
the Supply Business. The IoWC for the Supply Business is as shown in following
Table.
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Table 5-63: Interest on Working Capital and Security Deposits for Supply

Business for 3" Control Period, as submitted by MSEDCL (Rs. crore)

Particulars

FY 2016-17

FY 2017-18

FY 2018-19

FY 2019-20

Computation of Working Capital
(Supply Business)

O&M expenses for a month

215

239

274

303

Maintenance Spares at 1% of
Opening GFA

47

57

66

73

One and half months equivalent of
the expected revenue from sale of

electricity including revenue from

CSS and

Additional Surcharge

6,956

7,389

7,857

8,363

Less: Amount held as security
deposit

(5,728)

(6,015)

(6,315)

(6,631)

Less: One month equivalent of cost
of power purchase, Transmission
Charges and MSLDC Charges

(4,292)

(4,675)

(5,053)

(5,387)

Total Working Capital
Requirement

(2,802)

(3,006)

(3,171)

(3,279)

Computation of Working Capital
Interest

Interest Rate (%) - SBI Base Rate
+150 basis points

10.80%

10.80%

10.80%

10.80%

Interest on Working Capital

Interest on Security Deposit

Interest Rate (%) - SBI Base Rate
+150 basis points

10.80%

10.80%

10.80%

10.80%

Interest on Security Deposit

619

650

682

716

Commission’s Analysis and Ruling

The Commission has reworked the IoWC in accordance with the norms specified in
the MYT Regulations, 2015 and based on the parameters such as O&M Expenses,
Wires ARR and Supply ARR approved in this Order.

As regards the rate for computing the interest on CSD for the 3rd Control Period as
well as IoWC, the Commission has considered10.80%, as per the Base Rate of State
Bank of India (SBI) at the time of filing of the MYT Petition, in accordance with the

MYT Regulations, 2015.

The 1oWC approved for theWires and Supply Business for the Control Period is
shown in the following Tables.
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Table 5-64: Interest on Working Capital and Security Deposits for Wires
Business, as approved for 3rd Control Period (Rs. crore)

Particulars FY kY FY FY
2016-17 2017-18 | 2018-19 | 2019-20
O&M expenses for a month 320 330 340 350
Maintenance Spares at 1% of Opening GFA 389 447 489 505
One and half months equivalent of the
expected revenue from charges for use of 1,072 1,162 1,204 1,204
Distribution Wires
Less: Amount held as Security Deposit from
Distribution System Users (636) (668) (702) (737)
Total Working Capital Requirement 1,145 1271 330 1,321
Computation of Working Capital Interest - i -
0p) = i
::)r:)t;anrtist Rate (%) = SBI Base Rate +150 basis 10.80% 1080% | 10.80% 10.80%
Interest on Working Capital 124 137 144 143
Interest on Security Deposit i i
0p) =
Inte_rest Rate (%) = SBI Base Rate +150 10.80% 10.80% | 10.80% 10.80%
basis points
Interest on Security Deposit 69 72 76 80
Table 5-65: Interest on Working Capital and Security Deposits for Supply
Business, as approved for 3rd Control Period (Rs. crore)
Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Computation of Working
Capital (Supply Business)
O&M expenses for a month 172 178 183 188
Maintenance Spares at 1% of
Opening GFA 43 50 54 56
One and half months equivalent
of the expected revenue from
sale of electricity including 6,828 7,233 7,640 8,075
revenue from CSS and
Additional Surcharge
Less: Amount held as security
deposit (5,728) (6,015) (6,315) (6,631)
Less: One month equivalent of
cost of power purchase, 4,030 4,482 4,780 4,996
Transmission Charges and
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Particulars

FY 2016-17

FY 2017-18

FY 2018-19

FY 2019-20

MSLDC Charges

Total Working Capital
Requirement

(2,715)

(3,036)

(3,218)

(3,308)

Computation of Working
Capital Interest

Interest Rate (%) = SBI Base
Rate +150 basis points

10.80%

10.80%

10.80%

10.80%

Interest on Working Capital

Interest on Security Deposit

Interest Rate (%) = SBI Base
Rate +150 basis points

10.80%

10.80%

10.80%

10.80%

Interest on Security Deposit

619

650

682

716

5.13 Other Finance Charges

5.14

MSEDCL’s Submission

Regulation 29.8 of MYT Regulations, 2015 provides for Finance Charges only at the
time of true-up of the respective years, and they have therefore not been projected by
MSEDCL.

Commission’s Analysis and Ruling
The Commission shall consider the Other Finance Charges at the time of true-up of
the respective years, in accordance with Regulation 29.8 which reads as follows.

“29.8 The Finance Charges incurred for obtaining loans from financial
institutions for any year shall be allowed by the Commission at the time of
Truing-up, subject to prudence check.”

Provision for Bad Debts
MSEDCL’s Submission

Regulations 73 and 82 of the MYT Regulations, 2015 specify that a provision for Bad
and Doubtful Debts may be allowed up to 1.5% of the amount of trade receivables or
receivables from sale of electricity as shown in the Audited Accounts.The provision is
duly allocated in the ratio of 10% to Wires business and 90% to Supply Business.

MSEDCL has claimed provision for Bad and Doubtful Debts at 1.5% of the last
audited receivables for FY 2014-15 as shown below:
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Table 5-66: Provision for Bad and Doubtful Debts for Wires Business, as
submitted by MSEDCL (Rs. crore)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Receivables 1,722 1,722 1,722 1,722
Provisioning for Bad &

Doubtful Debts (Wires

Business ) 26 26 26 26

Table 5-67: Provision for Bad and Doubtful Debts for Supply Business, as
submitted by MSEDCL (Rs. crore)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Receivables 15,494 15,494 15,494 15,494
Provisioning for Bad & Doubtful

Debts (Supply Business ) 232 232 232 232

Commission’s Analysis and Ruling

The Commission has considered receivables as per the latest available audited figures.
It has approved the provisioning towards Bad and Doubtful Debts as per Regulation
73, as shown in the Tables below.

Table 5-68: Provision for Bad and Doubtful Debts for Wires Business, as
approved by Commission (Rs. crore)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Receivables 1,722 1,722 1,722 1,722
Provisioning for Bad &

Doubtful Debts (Wires 26 26 26 26
Business )

Table 5-69: Provision for Bad and Doubtful Debts for Supply Business, as
approved by Commission (Rs. crore)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Receivables 15,494 15,494 15,494 15,494
Provisioning for Bad & Doubtful

Debts (Supply Business ) 232 232 232 232
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Table 5-70: Provision for Bad and Doubtful Debts for Wire+Supply Business, as
approved by Commission (Rs. crore)

Particulars

FY 2016-17

FY 2017-18

FY 2018-19

FY 2019-20

Provisioning for Bad & Doubtful
Debts (Supply Business )

258

258

258

258

5.15 Other Expenses
MSEDCL’s Submission

The Other Expenses of MSEDCL comprise interest to suppliers/contractors, rebate to
consumers and other expense items such as compensation for injuries to staff and
outsiders. MSEDCL has projected Other Expenses on the basis of an annual 5%
increase over the previous years, for the 3rd Control Period, as shown in the following

Table:

Table 5-71: Other Expenses for 3rd Control Period, as submitted by MSEDCL
(Rs. crore)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20

Other Expenses 44 46 49 51

Commission’s Analysis and Ruling

The Commission has disallowed the Other Expenses shown under the heads of loss on
obsolescence of Fixed Assets, intangible assets written-off and interest on Staff
Welfare Fund, for the reasons elaborated in the truing-up of FY 2014-15.

The Commission has approved the Other Expenses as shown inthe Table below:

Table 5-72: Other Expenses for 3" Control Period, as approved by Commission

(Rs. crore)

Particulars

FY
2016-17

FY
2017-18

FY
2018-19

FY
2019-20

Compensation for injuries, death to
staff

3

3

3

3

Compensation for injuries, death to
others

7

7

7

8

Loss on obsolescence of Fixed Assets

Loss on sale of scrap

Intangible assets written-off

Interest on Staff Welfare Fund

Non Moving Items

Expenditure on refund of Addition
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Particulars kY kY kY FY
2016-17 2017-18 2018-19 2019-20

Supply Charge
Regular concession in tariff to
Powerloom consumers i i i i
Interest to Suppliers/Contractors
(O&M) 3 3 3 3
Small and Low value write offs 0 0 0 0
Others 1 1 1 1

TOTAL 15 16 16 17

5.16
MSEDCL’s Submission

Intra-State Transmission Charges and MSLDC Charges

MSEDCL has taken the InSTS Charges in line with the submission made by
MSETCL in its MYT Petition, and for other Transmission Licensees a 5% escalation
has been applied over the Transmission Charges approved in the InSTS Tariff Order
in Case No. 57 of 2015 for FY 2015-16. MSLDC Charges as approved for FY 2015-
16 have also been escalated by 5% for the 3rd Control Period.

Table 5-73: Intra-State Transmission Charges for 3rd Control Period, as
submitted by MSEDCL (Rs. crore)

Transmission Licensee FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
MSETCL cost as per Petition 3,318 3,855 4,703 4,950
Others (with escalation of

5%) 1,735 1,821 1,912 2,008
Total 5,053 5,676 6,615 6,958
Share of MSEDCL in

MSETCL - 83.05% 2,756 3,202 3,906 4,111
Share of MSEDCL in Others

- 83.05% 1,441 1,513 1,588 1,668
Share of MSEDCL -

83.05% 4,196 4,714 5,494 5,779
MSLDC Charges -

escalation of 5% 15 16 17 18
Total Intra-State

Transmission Charges 4,212 4,730 5,511 5,796

Commission’s Analysis and Ruling

The Commission’s recent InSTS Tariff Order dated 22 July, 2016 in Case No. 91 of
2016 approves the InSTS Charges for each year of the 3Control Period. It also
stipulates MSEDCL’s share of such Charges in these years. In its Order dated 22 July,
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2016 in Case No. 20 of 2016, the Commission has also approved the MSLDC
Charges to be borne by MSEDCL over the 3rd Control Period. Based on these Orders,
the share of InSTS Transmission Charges and MSLDC Charges to be borne by
MSEDCL over the 3rd Control Period is as shown in the Table below.

Table 5-74: MSEDCL’s share of InSTS Charges and MSLDC Charges, as

approved by Commission (Rs. crore)

Particulars FY 2016-17 FY 2017-18 | FY 2018-19 FY 2019-20
MSEDCL’s share 4596 5806 6519 6600
of InSTS Charges

MSEDCL’s share 15 19 19 19
of MSLDC

Charges

Total 4611 5824 6539 6619

5.17 Contribution to Contingency Reserves

MSEDCL’s Submission

Regulation 34.1 of the MYT Regulations, 2015 provides for contribution to
Contingency Reserve. The contribution has been proposed at 0.25% of the GFA and
allocated in the ratio of 90% tothe WiresBusiness and 10% to the Supply Business.
Accordingly, MSEDCL has claimed the expenses towards contribution to
Contingency Reserves for the Control Period as shown in the following Table:

Table 5-75: Contribution to Contingency Reserve for 3rd Control Period, as
submitted by MSEDCL (Rs. crore)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Contribution to Contingency
Reserve 119 142 165 183

Commission’s Analysis and Ruling

The Commission has approved the contribution to Contingency Reserve as per
Regulation 34 of MYT Regulations, 2015 at 0.25% of the opening GFA approved in
this Order, for the respective years of the 3rd Control Period as shown inthe Table

below:

Table 5-76: Contribution to Contingency Reserve as approved by Commission for the

3rd Control Period (Rs. crore)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Contribution to Contingency 108 129 144 149
Reserves

Page 274 of 617

Case No. 48 of 2016




MYT Order of MSEDCL for the period from FY 2016-17 to FY 2019-20

5.18 Incentives and Discounts
MSEDCL’s Submission

MSEDCL has projected the incentives and discounts considering a 5% nominal
increasein each year as shown in the Table below:

Table 5-77: Incentives/Discounts for 3rd Control Period,as submitted by MSEDCL (Rs.
crore)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20

Incentives/discounts 271 285 299 314

Commission’s Analysis and Ruling

The annual escalation of 5% for projecting Incentives and Discounts by MSEDCL
appears to be reasonable. The Commission has approved the projection, accordingly,
as shown inthe Table below:

Table 5-78: Incentives/Discounts approved by Commission for 3rd Control Period (Rs.
crore)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20

Incentives/discounts 271 285 299 314

5.19 Non-Tariff Income
MSEDCL’s Submission

Regulation 74.1 of the MYT Regulations, 2015 provides for Non-Tariff Income.
MSEDCL has projected Non-Tariff Income from various sources such as interest on
arrears from consumers, interest on staff loans and advances, sale of scrap, interest on
investment, rebate on power purchase, etc., with an annual increase of 5% as shown in
the following Table:

Table 5-79: Non-Tariff Income for 3rd Control Period as submitted by MSEDCL (Rs.
crore)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20

Non-Tariff Income 758 796 836 878

Commission’s Analysis and Ruling

MSEDCL has not projected any income from recovery from theft/malpractices.
MSEDCL clarified that such income is a part of ‘Note 21: Revenue from operations’,
and is unpredictable in nature. Hence, it has not projected any income from recovery
from theft/malpractices.
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The Commission is of the view that, as in past years, MSEDCL would be
receivingsome income from theft recovery during the 3rd Control Period as well.
Moreover, during the public consultation process, MSEDCL has reiterated its
commitment towards curbing theft of electricity. Accordingly, the Commission has
included an amount of Rs. 67 crore as the expected revenue from theft recovery in
each year, based on the actual recovery in FY 2014-15, as part of the Non-Tariff
Income.

The Commission has accepted MSEDCL’s projection of Non-Tariff Income on
account of the other heads cited by it. Accordingly, the Non-Tariff Income approved
for the 3rd Control Period is shown in the Table below.

Table 5-80: Non-Tariff Income approved by Commission for 3rd Control Period (Rs.
crore)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Non-Tariff Income 826 864 903 945
5.20 RLC Refund
MSEDCL’s Submission

MSEDCL has not projected any RLC refund during the 3rd Control Period.
Commission’s Analysis and Ruling
The Commission had asked for the status of the RLC refund made till FY 2015-16

and the outstanding, if any. MSEDCL stated that Rs. 284 crore is outstanding for
refund, as shown below.

Table 5-81: RLC Refund collected and outstanding, as submitted by MSEDCL (Rs.
crore)

_ MERC Actual as
Particulars Approved per
Accounts
Total RLC Collected 3,227
RLC Refund in FY 2008-09 500 455
RLC Refund in FY 2009-10 500 639
RLC Refund in FY 2010-11 519 516
RLC Refund in FY 2011-12 443 419
RLC Refund in FY 2012-13 500 462
RLC Refund in FY 2013-14 402 402
Till FY 2013-14 2,864 2,893
RLC Refund in FY 2014-15 38 46
RLC Refund in FY 2015-16 450 5
Balance RLC Refund 284
3,227
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According to the approval given in the previous MYT Order, the outstanding RLC
should have been refunded in FY 2015-16 itself. However, MSEDCL has provisioned
only Rs. 5 crore in FY 2015-16, and a balance of Rs. 284 crore is outstanding in FY
2016-17. Hence, the Commission has accounted for refund of this entire remaining
amount of RLC refund inFY 2016-17.

Table 5-82: RLC Refund for 3rd Control Period, as approved by Commission (Rs.
crore)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20

RLC Refund 284 - - -

5.21 Income from Wheeling Charges from Open Access Consumers
MSEDCL’s Submission

A nominal increase of 5% per annum has been applied to project the income from
Wheeling Charges over the 3rd Control Period, as follows.

Table 5-83: Income from Wheeling Charges for 3rd Control Period, as submitted by
MSEDCL (Rs. crore)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20

Income From Wheeling
Charges
Commission’s Analysis and Ruling

As discussed earlier, the Commission has taken a growth rate of 4% per annum in OA
consumption over the 3rd Control Period. Accordingly, there would be a
commensurate increase in the income from Wheeling Charges. Hence, the
Commission has considered growth of 4% per annum in the income from Wheeling
Charges over the Control Period. For estimating such income for FY 2016-17, the has
considered the revised approved income from Wheeling Charges in FY 2015-16 (the
base year), which is higher than that estimated by MSEDCL.

The approved income from Wheeling Charges is shown inthe Table below:

Table 5-84: Income from Wheeling Charges for the 3rd Control Period, as approved by
Commission (Rs. crore)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20

Income From Wheeling Charges 5 5 5 5
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5.22

Income from Open Access Charges
MSEDCL’s Submission

MSEDCL has projected the income from CSS and OACharges considering an
escalation of 5% per annum, as shown in the following Table:

Table 5-85: Income from Open Access Charges for the 3rd Control Period, as submitted

by MSEDCL (in Rs. crore)

Particulars

FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20

Income from Open Access Charges

419 440 462 485

Commission’s Analysis and Ruling

The head ‘OACharges’ includes charges such as CSS, Transmission Charges on
account of OA and other charges collected from OA consumers. The Commission has
re-determined the CSS for the Control Period, as elaborated subsequently in this
Order. The income from OA Charges projected by MEDCL does not include income
from Additional Surcharge, which has been determined and allowed separately in this
Order.

The Commission has applied the growth rate of 4% per annum in OA consumption.
As in the approval of income from Wheeling Charges above, the Commission has
taken the revised approved income in FY 2015-16 considered for projection of such
income over the Control Period.

Accordingly, the Commission has approved the projection of income from
OACharges over the Control Periodas shown inthe Table below:

Table 5-86: Income from Open Access Charges for 3rd Control Period, as approved by

Commission (Rs. crore)

Particulars

FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20

Income from Open Access Charges

599 623 648 674

5.23

Impact of Sharing of additional Power Purchase burden
MSEDCL’s Submission

While approving the Distribution Losstrajectory, the Commission had discussed the
excess power purchase in the 3rd Control Period due to the Distribution Loss
restatement necessitated in FY 2015-16. Such additional power purchase expenditure
owing to the higher loss level is significant, and passing on its entire burden to
consumers cannot be justified. Hence, the Commissionhas decided on the sharing of
the impact between consumers and MSEDCL in the ratio of 1:2, i.e. two-thirds would
be borne by MSEDCL and the remaining by consumers, on a provisional basis. This
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is also in line with the provisions of the MYT Regulations, 2015 relating to sharing of
efficiency loss on account of controllable expenses.

The computation of the sharing of impact of additional power purchase expense is
shown in the Table below, and the Commission has considered it while approving the
ARR for the 3rd Control Period.

Table 5-87: Impact of Sharing of additional Power Purchase burden owing to
restatement of Distribution Loss, as approved by Commission

Particular Units  |[Fy 2016-17]|[FY 2017-18]|[FY 2018-19]|[FY 2019-20]
Approved Distribution Loss
Trajectory % 17.76% 16.26% 14.76% 13.26%
S onget Loss level atthe end of FY % 1350% |  13.50% | 13.50% | 13.50%
Projected Sales excluding. EHV sales MU 85,568 90,285 95,403 100,950
Projected EHV Sales MU 6,081 6,342 6,614 6,899
Projected Total Sales MU 91,649 96,626 102,018 107,849
InSTS loss (Approved) % 3.92% 3.92% 3.92% 3.92%
Power Requirement at Ex-Bus
Periphery (at Approved Distribution MU 114,621 118,815 123,374 128,312
Loss Level)
Power Requirement at Ex-Bus
Periphery (at Target Loss Level at MU 109,288 115,234 121,677 128,648

the end of FY 2015-16)

Additional/ (lower) Power purchase

due to higher Distribution Loss MU 5,333 3,581 1,697 (336)
g/llﬁgi;:el Variable Cost of Power Rs/kWh 290 267 276 584
gdﬂg;%?a[')i‘t’;’lﬁjfg’; chase Costdue | Rs. crore 1,545 954 468 (95)
S ioiency Loss to be borne by Rs. crore 1,030 636 312 i
Eficlency Loss to be bome by Rs. crore 515 318 156 i

The marginal variable cost of power purchase that has been considered is that of the
marginal Generating Stations (i.e., Stations ranked last in the approved MOD stack) in
the respective years of the 3rd Control Period

5.24 Revenue at Existing Tariff
MSEDCL’s Submission

Considering the projected sales, number of consumers, and Connected Load/ Contract
Demand and prevailing tariff, MSEDCL has projected the year-wise revenue for the
Control Period as summarised in the following Table.
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Table 5-88: Revenue atexisting Tariff for 3rd Control Period, as submitted by
MSEDCL (Rs. crore)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20

Revenue at Existing Tariff 55,226 58,671 62,392 66,416

Commission’s Analysis and Ruling

Considering the revised approved projected sales, number of consumers, and
Connected Load/ Contract Demand and the prevailing tariff, the Commission has
approved the Revenue from the existing Tariff over the 3rd Control Periodas shown in
the following Table:

Table 5-89: Revenue atexisting Tariff for 3rd Control Period, as approved by
Commission (Rs. crore)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Revenue at Existing Tariff 54,027 57,244 60,471 63,929
5.25 Income from Additional Surcharge

MSEDCL’s Submission

MSEDCL has projected the income from the proposed Additional Surcharge over the
3rd Control Period as shown in the Table below.

Table 5-90: Income from Additional Surcharge for 3rd Control Period, as submitted by
MSEDCL (Rs. crore)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Income from Additional
Surcharge 1,015 788 899 930

Commission’s Analysis and Ruling

The detailed analysis of the Additional Surcharge and proposed by MSEDCL is
elaborated in the Chapter on Tariff Philosophy. Based on that analysis, the
Commission has approved the following income from Additional Surchargeover the
3rd Control Period as shown in the following Table.

Table 5-91: Income from Additional Surcharge for 3rd Control Period, as approved by
Commission (Rs. crore)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Income from Additional 284 710 738 768
Surcharge
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5.26  Aggregate Revenue Requirement for 3rd Control Period

MSEDCL’s Submission

The Allocation Matrix for segregation of the ARR between the Wires and Supply
Business has been specified in Regulation 68 of the MYT Regulations, 2015. Based
on this, MSEDCL has projected the Wires and Supply ARRs for each year of the 3rd
Control Period as shown in the following Tables:

Table 5-92: Aggregate Revenue Requirement for Wires Business, as submitted by

MSEDCL (Rs. crore)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Operation & Maintenance 4,802 5,325 6,116 6,756
Expenses

Depreciation 2,450 2,882 3,266 3,603
Interest on Loan Capital 1,561 1,703 1,681 1,545
Interest on Working Capital&

Interest on deposit from

Consumers and Distribution 223 253 291 322
System Users

Other Finance Charges - - - -
Provision for Bad and Doubtful 26 26 26 26
Debts

Contribution to Contingency 107 128 148 164
Reserves

Total Revenue Expenditure 9,169 10,316 11,533 12,416
Add: Return on Equity Capital 736 781 1,644 1,652
Aggregate Revenue 9,905 11,097 13,177 14,068
Requirement

Less: Income from Wheeling 316 331 3.48 365
Charges

Less: Income from Open Access 419 440 462 485
Charges

Aggregate Revenue Requirement

from DistributionWires 9,483 10,654 12,712 13,580

Table 5-93: Aggregate Revenue Requirement for Supply Business, as submitted by

MSEDCL (Rs. crore)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Power Purchase Expenses

(including Inter-State 47,297 51,376 55,124 58,848
Transmission Charges)

Operation & Maintenance 2,586 2,867 3,293 3,638
Expenses

Depreciation 272 320 363 400
Interest on Loan Capital 173 189 187 172
Interest on Workl_ng Capital& 619 650 682 716
Interest on deposit from
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Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20

Consumers and Distribution

System Users

Other Finance Charges - - - -

Provision for Bad and Doubtful

Debts 232 232 232 232

Other Expenses 44 46 49 51

Intra-State Transmission Charges

incl. MSLDC Fees & Charges 4,212 4,730 5,511 5,796

Contribution to Contingency 12 14 16 18

Reserves

Incentives/Discounts 271 285 299 314

Total Revenue Expenditure 55,718 60,710 65,757 70,187

Add: Return on Equity Capital 82 87 206 207

éggre.gate Revenue 55,800 60,797 65,963 70,394
equirement

Less: Non-Tariff Income 758 796 836 878

Less: Income from Additional

Surcharge 1,015 788 899 930

Aggregate Revenue Requirement 54.026 59.213 64.228 68.586

from Retail Supply

Table 5-94: Aggregate Revenue Requirement for Wires+Supply Business, as submitted

by MSEDCL (Rs. crore)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Power Purchase Expenses 47,297 51,376 55,124 58,848
Operation & Maintenance 7,388 8,192 9,410 10.394
Expenses
Depreciation Expenses 2,723 3,202 3,628 4,003
Interest on Loan Capital 1,734 1,892 1,867 1,717
Interest on Working Capital&
Interest on CSD 842 903 979 1,038
Other Finance Charges - - - -
Provision for Bad and Doubtful 958 958 958 958
Debts
Other Expenses 44 46 49 51
Intra-State Transmission Charges
MSLDC Charge 4,212 4,730 5,511 5,796
Incentives/Discounts 271 285 299 314
Contribution to Contingency 119 142 165 183
Reserves
Total Revenue Expenditure 64,888 71,026 77,290 82,603
Add: Return on Equity Capital 817 868 1,849 1,859
Aggregate Revenue 65,705 71,894 | 79140 | 84,462
Requirement
Less: Non-Tariff Income 758 796 836 878
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Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Less: Income from Wheeling 3 3 3 4
Charges
Less: Income from Open Access 419 440 462 485
Charges
Aggregate Revenue
Requirement from Retail Tariff 64,525 70,655 77,838 83,09
Less: Revenue from Sale of 55226 58671 62,302 66.416
Power
Less: Income from Additional 1,015 788 899 930
Surcharge
Revenue Gap/(Surplus) 8,284 11,196 14,548 15,750

Commission’s Analysis and Ruling

As elaborated in earlier paragraphs, the Commission has undertaken component-wise
analysis of the ARRs for the respective years in accordance with the Regulations, and
has approved them as set out earlier. On that basis, the ARRs determined for each
year of the 3" Control Period are as shown in the following Tables:

Table 5-95: Aggregate Revenue Requirement for WiresBusiness, as approved by
Commission (Rs. crore)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Operation & Maintenance 3,843 3.957 4,074 4,195
Expenses
Depreciation 1,856 2,078 2,205 2,248
Interest on Loan Capital 1,743 2,042 2,107 1,958
Interest on Working Capital&
Interest on CSD 192 209 219 222
Other Finance Charges
Provision for Bad and Doubtful 26 26 26 26
Debts
Contribution to Contingency 97 116 129 134
Reserves
Total Revenue Expenditure 7,758 8,428 8761 8,784
Add: Return on Equity Capital 1,423 1,499 1525 1,527
Aggregate Revenue 9,181 9,927 10,285 10,311
Requirement
Less: Income from Wheeling 4.5 4.70 4.88 5.08
Charges
Less: Income from Open Access 599 623 643 674
Charges
Aggregate Revenue Requirement
from Distribution Wires 8,517 9,299 9,632 9,631
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Table 5-96: Aggregate Revenue Requirement for Supply Business approved by the

Commission (Rs. crore)

from Retail Supply

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Power Purchase Expenses

(including Inter-State 43,754 47,958 50,817 53,334
Transmission Charges)

Operation & Maintenance 2,069 2131 2194 2259
Expenses

Depreciation 206 231 245 250
Interest on Loan Capital 194 227 234 218
Interest on Working Capital&

Interest on Deposits from Consumers 619 650 682 716
and Distribution System Users

Other Finance Charges

Provision for Bad and Doubtful 932 932 32 932
Debts

Other Expenses 15 16 16 17
Intra-State Transmission Charges

and MSLDC Fees & Charges 4611 5824 6,539 6,619
Contribution to Contingency 1 13 14 15
Reserves

Incentives/Discounts 271 285 299 314
DSM expenses 2 - - -
Total Revenue Expenditure 51,985 57,566 61,273 63,975
Add: Return on Equity Capital 179 188 191 192
Aggregate Revenue 52,163 57,754 61,464 64,166
Requirement

Less: Non-Tariff Income 826 864 903 945
Add: RLC refund 284 - - -
Less: Income from Additional 284 710 738 768
Surcharge

Aggregate Revenue Requirement 51,337 56,181 50,822 62,453

Table 5-97: Aggregate Revenue Requirement for Wires+Supply Business, as approved

by Commission (Rs. crore)

Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Power Purchase Expenses 43,754 47,958 50,817 53,334
Operation & Maintenance 5.912 6,088 6.268 6.455
Expenses
Depreciation Expenses 2,063 2,308 2,449 2,498
Interest on Loan Capital 1,937 2,269 2,341 2,176
Interest on Working Capital&
Interest on Deposits from 811 859 902 938

Consumers and Distribution
System Users
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Particulars FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20
Other Finance Charges 0 0 0 0
Provision for Bad and Doubtful 258 258 258 258
Debts
Other Expenses 15 16 16 17
Intra-State Transmission Charges
and MSLDC Charges 4,611 5,824 6,539 6,619
Incentives/Discounts 271 285 299 314
Contribution to Contingency 108 129 144 149
Reserves
DSM expenses 2 0 0 0
Total Revenue Expenditure 59,743 65,994 70,033 72,758
Add: Return on Equity Capital 1,602 1,687 1,716 1,719
Aggregate Revenue 61,344 67,681 71,749 74,477
Requirement
Less: Non-Tariff Income 826 864 903 945
Less: Income from Wheeling 5 5 5 5
Charges
Less: Income from Open Access 599 623 648 674
Charges
Add: RLC refund 284 0 0 0
Add: Effect of sharing of (635) i
gains/losses (1,030) (311)
Add: Impact of payment to
MPECS in future years 0 40 43 40
Aggregate Revenue
Requirement from Retail Tariff 59,169 65,601 69,924 72,892
Less: Revenue from Sale of 54,027 57 244 60,471 63,929
Power
Less: Income from Additional 284 710 738 768
Surcharge
Revenue Gap/(Surplus) 4,857 7,647 8,715 8,196

5.27  Stand-alone Average Cost of Supply over 3rd Control Period

The following Tables summarise the stand-alone ACoS derived as per the
submissions of MSEDCL and as approved by the Commission.

Table 5-98: Stand-alone ACoS for 3™ Control Period, as derived from MSEDCL
submissions (Rs./kWh)

Particulars 2 = =Y =Y
u 2016-17 | 201718 | 2018-19 | 2019-20
ACoS 6.56 6.78 7.00 7.00
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Table 5-99: Stand-alone ACoS for 3™ Control Period, as approved by Commission
(Rs./kWh)

Particulars

FY
2016-17

FY
2017-18

FY
2018-19

FY
2019-20

ACoS

6.45

6.74

6.81

6.71
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6 ADDITIONAL CLAIMS AND REVENUE GAP TO BE
RECOVERED

In addition to the ARR determined above for the 3rd Control Period, various other
claims have been made by MSEDCL relating to previous Orders. This Section
analyses those claims and the relevant rulings which need to be considered for
determination of the consolidated Revenue Gap.

6.1  Carrying Cost on previous Gap
MSEDCL’s Submission

MSEDCL has computed the carrying cost on the Revenue Gap of FY 2014-15 and FY
2015-16, and has claimed it for recovery in the 3rd Control Period. It has calculated
the carrying cost considering the interest rate of 10.80% (9.30% Base Rate + 150
basis points) for 18 months, i.e., from 1October, 2014 to 31 March, 2016, for the
Revenue Gap of FY 2014-15; and 6 months, i.e., from 1 October, 2015 to 31 March,
2016 for the Revenue Gap of FY 15-16.

Table 6-1: Computation of Carrying Cost by MSEDCL

Particulars Amount IIQDeeclc?\)//eirny Interest Interest

(Rs. crore) (Months) Rate (Rs. crore)
Revenue Gap for FY14-15 1,271 18 10.80% 206
Revenue Gap for FY15-16 4,044 6 10.80% 218

Commission’s Analysis and Ruling

The principles for allowing carrying/holding cost have been laid down by the ATE in
its Judgment dated 8 April, 2015 in Appeal No. 160 of 2012.The interest should be
calculated for the period from the middle of the financial year in which the Revenue
Gap/(Surplus)arose upto the middle of the financial year in which the recovery has
been proposed. Thus, for the Revenue Gap/(Surplus) of FY 2014-15, the Commission
has considered interest from the middle of FY 2014-15 to the middle of FY 2016-17.
It has determined the carrying/holding cost on the approved Revenue Gap/(surplus) of
FY 2014-15 only, for which final true-up has been undertaken in this Order. The
Commission has also allowed holding cost on the net difference between the Revenue
Surplus approved for FY 2014-15 in the previous MYT Order, and the higher
Revenue Surplus now determined for FY 2014-15 in this Order after final true-up.

The Commission has not considered carrying cost on the Revenue Gap/(surplus) of
FY 2015-16, as the final true-up for that financial year is to be undertaken
subsequently at the time of MTR.

The Commission has computed the holding cost for the yearly periods at simple rate
of interest equivalent to the weighted average of the SBI Prime Lending Rate (PLR)
for FY 2014-15 to FY 2015-16. As regards interest rate to be applied for computing
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the holding cost in FY 2016-17, the following provision of the MYT Regulations,
2015 (Regulation 33) has been followed.

“The Commission shall allow Carrying Cost or Holding Cost, as the case

may be, on the admissible amounts, with simple interest, at the weighted
average Base Rate prevailing during the concerned Year, plus 150 basis
points.”

On that basis, the Commission has approved the holding cost worked out as shown in
the Tables below:

Table 6-2: Differential Revenue Surplus for FY 2014-15 after final True-up, as
approved by Commission (Rs. crore)

Particulars Amount
Revenue Surplus for FY 2014-15 allowed 268
in Case No. 121 of 2014
Revenue Surplus for FY 2014-15 allowed 296
in present Order in Case No. 48 of 2016
Differential Revenue Surplus 27

Table 6-3: Holding Cost on differential Revenue Surplusfor FY 2014-15, as approved by

Commission
Period for which .
Particulars Holding Cost is R O AT Coet
Interest (Rs. crore)
computed
Holding Cost on differential FY 2014-15 (half year) 14.75% (1.98)
Revenue Surplus allowed FY 2015-16 (full year) 14.29% (3.83)
after truing-up of FY 2014-15 | FY 2016-17 (half year) 10.80% (1.45)
Total (7.25)

6.2  Impact of Review Order
MSEDCL’s Submission

MSEDCL had filed a Petition in Case No.121 of 2015 for review of certain aspects of
the previous MYT Order. In its Order dated 29 January 2016, the Commission had
allowed MSEDCL to claim the impact of disallowed IDC in its next tariff Petition:

“Deduction of Interest during Construction from Interest Expenses: The
Commission notes that two distinct approaches have been adopted for
computing interest on long-term loan in its impugned Order in respect of
MSEDCL on the one hand, and in its MTR Order in Case No. 207 of 2014,
also dated 26 June, 2015, pertaining to MSETCL on the other. The
Commission is of the view that its ruling in the MSETCL Order that interest
capitalised is not to be deducted from the interest expenses since addition in
loans is considered only on account of capitalised assets is the correct
approach for determining he interest on long-term loan.”
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In view of the above, MSEDCL has claimed Rs. 140 crore of disallowed IDC from
the interest expenses, along with carrying cost.

In the same Order, the Commission had allowed MSEDCL to claim the impact of
provisioning for Bad Debts on disallowed Trade Receivables:

“As regards MSEDCL’s claim of error in considering the Trade Receivables
in Note-17 and Long-term Trade Receivables in Note-15, the Commission
finds the amount of net Receivables after deducting provision for Bad Debts
has been inadvertently considered instead of the gross amount of Rs. 10,333
crore for Trade Receivables in Note-17 and Rs. 4,006 crore for Long-term
Trade Receivables in Note-15. MSEDCL may claim the impact in its next
Tariff Petition, which it is expected to file shortly.”

In the view of the above, MSEDCL has claimed the provision for Bad Debts on the
disallowed Trade Receivables (1.5% of Rs. 177+176 crore) along with carrying cost.

Table 6-4: Impact of Review Order and Carrying Cost, as submitted by MSEDCL

. Amount Lk Interest Interest
PErilizErs (Rs. crore) REBEELR) Rate (Rs. crore)
(Months)
Deduction of Interest Capitalised 140 24 | 10.80% 30
Provision for Bad Debts on Trade
Receivables 5 24 10.80% 1

Commission’s Analysis and Ruling

In its review Order dated 29 January, 2016 cited by MSEDCL, the Commission had
upheld the claims made under the heads of Interest Capitalised and Provision for Bad
Debts on Trade Receivables. Accordingly,these have been accounted for in the
present Order.

In addition, the Commission has reworked the O&M expenses of FY 2013-14 as
trued-up in the previous MYT Order and the corresponding impact on sharing of
gains and losses. This has been done on account of the impact of deduction of GFA of
DFs from the total GFA used for computing normative O&M expenses, based on the
recent data submitted by MSEDCL.

The following Tables shows the revision in O&M expenses for FY 2013-14 and the
consequent impact on the sharing of gains and losses.
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Table 6-5: Impact of disallowance of Distribution Franchisees’ GFA in O&M Expenses

for FY 2013-14

FY 2013-14
Particulars Previous MYT Review Order
Order (48 of 2016) Difference
Incl. DF GFA Excl. DF GFA
O&M Wire 3,717.65 3,688.92 (28.72)
O&M Supply 1,685.93 1,685.53 (0.40)
Total 5,403.58 5,374.46 | (29.12)

Table 6-6: Impact of disallowance of Distribution Franchisees’ GFA in Sharing of Gains
&L osses (Wires+Supply)for O&M Expenses for FY 2013-14

Impact of Net

. Efficiency Entitlement

Particulars I\él:(lili;)l. Notrrrlnitl\_/s 12 Gains/(Loss) Gains /losses | after sharing

g-up passed onto | of Gainsand

consumers Losses

O&M Expenses (allowed

in previous MYT Order) 5,319.84 5,403.58 83.74 (27.91) 5,375.67
O&M Expenses (Revised

in Case 48 of 2016) 5,319.84 5,374.46 54.62 (18.21) 5,356.25

Difference (29.12) 9.71 (19.42)

The Commission has referred to Regulation 33 of the MYT Regulations, 2015 and
has worked out the carrying cost on the allowed heads accordingly. Further, based on
the principles set out by ATE, the Commission has computed carrying cost from the
middle of FY 2015-16 to the middle of FY 2016-17 (12 months).

Table 6-7: Impact of Review Order including Carrying Cost, as approved by

Commission
Delay in .
Particulars @t recovery % CElig
(Rs. crore) Cost
(months)
Deduction of Interest Capitalised 140 12 10.80% 15.12
Prow_smn for Bad Debts on Trade 5 12 10.80% 0.54
Receivables
Revision in O&M expense for FY 0
2013-14 (19) 12 10.80% (2.10)
Total 126 13.56
Net Impact including Carrying
139
Cost
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6.3  Impact of Commission’s Order regarding Mula Pravara
MSEDCL’s Submission

As per the Commission’s Order dated 2 May, 2016 in Case No. 24 of 2012 on the
determination of charges payable to Mula Pravara Electric Co-operative Society
(MPECS) by MSEDCL in pursuance of ATE’s Judgment in Appeal No. 221 of 2014,

1. “The total payout due as on 10 May, 2016 for all charges due from
February, 2011 to April, 2016 will be Rs. 360.79 Crs, which includes the
following:

I. Rs. 247.54 Crs as the accumulated user charges (total user charges for
the period - Rs. 311.18 Crs, adjusted to the extent of the amount deposited
with the Commission by MSEDCL (Rs. 63.64 Crs);

ii. Rs. 112.65 Crs as the accumulated carrying cost for the unpaid due
amount (for obvious reasons, no carrying cost has been applied on the
amount deposited by MSEDCL with the Commission).

The Commission also directs MSEDCL to pay this amount in at most three
monthly installments starting from 10 June, 2016, with the subsequent
installments due by 10 July, 2016 and 10 August, 2016. Carrying cost,
consistent with the principles stated in the Report, will apply for the overdue
amount starting 11 May, 2016.

2. MSEDCL shall pay the user charges for the month of May, 2016,
amounting to Rs. 4.20 crore, by 10 June, 2016. All subsequent monthly
user charges shall be paid by MSEDCL before the 10th day of the
following month, as per the payout schedule at Annexure B of this Order.
The payouts will continue until the payment due for the month of January,
2025.”

Thus, MSEDCL will have to pay the following amounts to MPECS and the
Commission:

1) Rs. 1 crore per month on 10™ of every month from June, 2016, to MPECS.

2) Rs. 247.54 crore+ Rs. 112.65 crore = (Rs. 360.19 crore) /3 = Rs. 120.06
crore to be paid in 3 instalments on 10th on every month starting from June,
2016, to be deposited with theCommission.

3) Rs. 4.20 crore to be deposited with the Commission against user charges
from 10 June, 2016 onwards and on the 10th of every successive month
thereafter.

Thus, MSEDCL will have to pay Rs. 124.26 crore per month in addition to Rs.1 crore
to MPECS from June to August, 2016, and thereafter the monthly user charges
specified by the Commission.

Due to the above Order, MSEDCL will have to bear the interest costs to make the
monthly payments to MPECS and deposit, as it is going through a cash crunch and
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would have to borrow from financial institutions on short-termbasis to meet its
requirement. Hence, MSEDCL has claimed this same as a Revenue Requirement for
the 3rd Control Period till the matter is finally resolved by the higher Courts.

The total amount claimed as proposed above is as follows:

1) Rs.120.06 crore - for June 2016 to March 2017, 10 months @ 9.5 % p.a.will be
Rs. 9.50 crore.

2) Rs.120.06 crore -for July 2016 to March 2017,9 months@ 9.5 % p.awill be Rs.
8.55 crore.

3) Rs.120.06 crore- for August 2016 to March 2017, 8 months@ 9.5 % p.a will be
Rs. 7.60 crore.

4) Rs. 64.64 crore already deposited and being released to MPECS -from May 2016
to March 2017 for 11 months @ 9.5 % p.a will be Rs. 5.61 crore.

5) Monthly deposit payable - from May 16 to March 17 for 11 months 45.00 crore
and interest @ 9.5 % p.a will be Rs. 3.91 crore.

6) Rs. 1 crore to MPECS x 11 = 11 crore for May 2016 to March 2017 for 11
months@ 9.5 % p.a will be Rs. 0.96 crore.

Based on the above, for FY 2016-17, MSEDCL has claimed the principal amount at
(1) to (3) above of Rs. 360.18 crore + at (4) to (6) 0fRs.120.64 crore = Rs. 480.82
crore + Interest of Rs.31.70 crore = Total of Rs. 512.52 crore.

In addition, the principal and interest payable from FY 2017-18 to FY 2019-20 is
calculated as per the schedule of paymentsset out in the Commission’s Order.
Accordingly,the amount payable towards this will be as mentioned below:-

Table 6-8: Impact of Rview Order over 3" Control Period, as submitted by MSEDCL
(Rs. crore)

Year Deposit | User Charges | Interest @ 9.5% Total
FY 2017-18 46.20 12 0.46 58.66
FY 2018-19 43.18 12 0.44 55.62
FY 2019-20 40.17 12 0.41 52.58

Accordingly, MSEDCL has claimed a total of Rs. 679 crore (512.52+58.66+55.62+
52.58) for the 3"Control Period towards the impact of the MPECS Order in Case No.
24 of 2012.

Commission’s Analysis and Ruling

The Commission has verified the computations presented by MSEDCL for working
out the total impact of the MPECS Order over the 3rd Control Period.

However, the Commission does not find any merit in the contention of MSEDCL that,
for making payments to MPECS, it would have to take short-term loan and bear the
interest cost, the additional interest on which ought to be allowed by the
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Commission.Since the entire principal amount and accumulated holding cost on that
amount to be paid to MPECS is allowed for recovery through the tariff, there is no
case for allowing MSEDCL any additional interest cost for funding it. Hence,
MSEDCL’s claim on account ofshort-term loans for servicing such payments and
allowing the consequent interest cost cannot be approved.

Moreover, the Commission observes that the entire amount pertaining to the period
FY 2016-17 to FY 2019-20 has been claimed by MSEDCL for recovery in FY 2016-
17 itself. The Commission has allowed the recovery of the amount in the years in
which it is due and not in a single year.

As regards MSEDCL’s claim of Rs. 1 crore per month, that amount was only an
interim arrangement until the Commission’s final Order was issued, and has hence not
been allowed for FY 2016-17 to FY 2019-20 as claimed by MSEDCL.

As regards the amount of 360.19 crore to be paid in three equal monthly instalments,
the Commission has allowed the holding cost on the outstanding amount till the
amount is fully paid. Its computation based on the payment schedule approved in the
Order in Case No. 24 of 2012 is shown in the following Table.

Table 6-9: Carrying Cost on monthly instalments, as approved by Commission (Rs.
crore)

Start date 11-May-16 | 11-Jun-16 | 11-Jul-16 11-Aug-16

Due date 10-Jun-16 10-Jul-16 | 10-Aug-16 10-Sep-16
Opening Rs. crore 360.19 360.19 240.13 120.06
Payment Rs. crore 0 120.06 120.06 120.06
Outstanding Rs. crore 360.19 240.13 120.06 -
No. of days No. 31 30 31 31
Rate of Interest % 10.80% 10.80% 10.80% 10.80%
Interest Rs. crore 3.30 2.13 1.10 0.00
Total Rs. crore 6.54

Based on the above, the Commission has allowed the following to be recovered in FY
2016-17.

Table 6-10: Recovery of impact of MPECS Order in FY 2016-17, as approved by
Commission (Rs. crore)

Particulars Amount
Monthly share of accumulated user charge (1% month) 120.06
Monthly share of accumulated user charge (2" month) 120.06
Monthly share of accumulated user charge (3™ month) 120.06
Amount already deposited with Commission by MSEDCL 63.64
Monthly user charge in FY 2016-17 45.00
Total 468.82
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Accordingly the Commission has approved an amount of Rs. 475 crore (Rs.468.82
crore +Rs. 6.54 crore) towards the impact of the MPECS Order in FY 2016-17.

In addition, the Commission has allowed Rs. 46.20 crore, Rs. 43.18 crore and Rs.
40.17 crore, respectively, for FY 2017-18, FY 2018-19 and FY 2019-20towards user
charges payable by MSEDCL to MPECS as per the payment schedule approved in
Case No. 24 of 2012. This amount has been includedin the respective years’ ARR
allowed in this Order.

6.4  Impact of MSPGCL MYT Order

In its MYT Order for MSPGCL dated 30 August, 2016 in Case No. 46 of 2016, the
net impact of the Revenue Surplus of Rs. 1108 crore has been allowed from the
truing-up of FY 2014-15 and provisional truing-up of FY 2015-16 to be passed on to
MSEDCL. Accordingly, that amount has been considered in this Order for recovery in
the 3rd Control Period.

6.5 RPO Regulatory Charge for Shortfall in RPO Compliance for FY 2013-14

In its Order dated 4 August, 2015 in Case 190 of 2014 verifying the RPO compliance
of MSEDCL for FY 2013-14, the Commission invoked Regulation 12 (provision for
imposing RPO Regulatory Charges) of the RPO Regulations, 2010 with regard to the
shortfall in compliance of RPO targets to the extent of 281.75 MU against the Solar
RPO target for FY 2013-14 and a cumulative shortfall of 1078.13 MU against the
Non-Solar RPO target upto FY 2013-14::

“54. In the light of the facts set out at paras. 46 to 50 above and the provisions
of the RPO-REC Regulations, 2010, the Commission finds no justification or
mitigating circumstances (except in case of Mini/Micro Hydro power) for
MSEDCL’s shortfall, inspite of RECs being available, against its Solar RPO
target for FY 201314, and cumulative Non-Solar RPO shortfall of FY 2013-14
and previous years. This is, therefore, a fit case for applying Regulation 12 of
the RPO-REC Regulations, as envisaged by the ATE.”

The Commission estimated the cost of compliance if such shortfall is met by way of
purchase of RECs at the floor price as Rs 260.33 Crore (Rs 161.72 Crore for Non-
Solar + Rs 98.61 Crore for Solar).

The Commission allowed MSEDCL to meet the shortfall by purchase of Solar and
non-Solar RECs and/or byof purchase of RE power to fully meet the shortfall against
the RPO targets by the end of March 2016.

The Commission also clarified that, considering the circumstances set out in the said
Order which have led to it invoking the provisions of Regulation 12, the expenditure
on purchase of RECs and/or actual power procurement shall not be passed through to
consumers to the extent of the shortfall not met by MSEDCL by the end of FY 2015-
16.
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Subsequently, the Commission has also undertaken verification of RPO compliance
by MSEDCL for FY 2014-15 in its Order dated 14 September, 2016 in Case 16 of
2016. In that this Order, the Commission determined a shortfall in fulfilment of RPO
for FY 2014-15 as well. The cumulative shortfall against the Solar RPO at the end of
FY 2014-15 stands at 1201.81 MU, and the cumulative shortfall for Non-Solar RPO is
1724.49 MU.

The Commission is yet to verify RPO compliance by MSEDCL for FY 2015-16. For
FY 2015-16, MSEDCL has submitted RE procurement as 8544 MU out of the total
energy procurement of 116,073 MU, which amounts to 7.36% as against the RPO
target of 9% (0.5% for Solar and 8.5% for Non-Solar). While the detailed break-up of
RE procurement between Solar, Non-Solar and Mini/Micro Hydro sources for FY
2015-16 will be scrutinised will be taken up at the time of verification of RPO
compliance, it is evident from the information submitted for provisional true-up for
FY 2015-16 by MSEDCL that there would be a shortfall in compliance of RPO
targets for FY 2015-16 as well.

Thus, it appears that MSEDCL has not taken any substantive or effective action
towards fulfilment of the shortfall in RPO targets, as per the directions in Case 190 of
2014, by the end of March, 2016, inspite of availability of RECs (Solar and Non-
Solar) in the market.

Accordingly, in the present Order, the Commission has dis-allowed the RPO
compliance cost of Rs 260.33 Crore to the extent of the shortfall in RPO compliance
by MSEDCL, as directed in Case 190 of 2014, on a provisional basis. This would be
reviewed at the time of MTR for truing-up on the basis of the RPO compliance
verification Order which would be passed by the Commission with regard to FY
2015-16.

6.6  Impact of FAC Revenue

While computing theRevenue Gap for the 3rd Control Period, MSEDCL has not
included the FAC component as part of the revenue from the existing tariff, although
a substantial FAC is being levied on each consumer category. While projecting the
power purchase cost from various sources during the 3rd Control Period, the
Commission has considered the Variable Cost alongwith applicable escalation factors
Accordingly, in computing the Revenue Gap/(Surplus), the Commission has also
taken the FAC component as a part of revenue. That component has been computed
considering the consumer category-wise FAC for June, 2016 (applicable at the time of
submission of the revised MYT Petition) and the approved energy sales. This FAC
component has a cumulative impact of Rs. 19,373 crore during the 3rd Control
Period.
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6.7  Total Revenue Gap to be recovered
MSEDCL’s Submission

The total Revenue Gap, considering the Revenue Gap and carrying cost for FY 2014-
15 to FY 2019-20, is as shown in the following Table.

Table 6-11: Total Revenue Gap to be recovered, as submitted by MSEDCL

Particulars Amount
(Rs. crore)

Revenue Gap from FY 2014-15 1,271
Revenue Gap from FY 2015-16 4,044
Revenue Gap from FY 2016-17 8,284
Revenue Gap from FY 2017-18 11,196
Revenue Gap from FY 2018-19 14,548
Revenue Gap from FY 2019-20 15,750
Impact of Review of MYT Order including carrying cost 177
Carrying Cost on Gap of FY 14-15 and FY 15-16 424
Impact of Mula Pravara Case No. 24 of 2012 679
Total Revenue Gap 56,372

Commission’s Analysis and Ruling

MSEDCL has claimed the stand-aloneRevenue Gap for FY 2014-15 to be recovered
as part of the total Revenue Gap. However, a Revenue Surplus of Rs. 268 crore was
already allowed for FY 2014-15 in the previous MYT Order. While truing-up in the
present Order, the Commission has approved a higher Revenue Surplusof Rs. 296
crore for FY 2014-15, thus resulting in over-recovery of the difference of Rs. 27
crore. Accordingly, for the computation of the net Revenue Gap for the 3rd Control
Period, the Commission has considered a net differential Revenue Surplus of Rs. 27
crore for FY 2014-15 against MSEDCL’s claim for a stand-alone Revenue Gap of Rs.
1,271 crore.

The Commission has considered the stand-alone Revenue Gap for the remaining years
as part of the net Revenue Gap to be recovered in the 3rd Control Period.

Based on the above, the Commission has approved the following net Revenue Gap to
be recovered in 3rd Control Period.

Table 6-12: Revenue Gap to be recovered in 3rd Control Period, as approved by
Commission

Particulars AU
(Rs. crore)
Revenue Gap from FY 2014-15 (27)
Revenue Gap from FY 2015-16 (107)
Revenue Gap from FY 2016-17 4,857
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Particulars e
(Rs. crore)

Revenue Gap from FY 2017-18 7,647
Revenue Gap from FY 2018-19 8,715
Revenue Gap from FY 2019-20 8,196
Impact of Review of MYT Order incl. carrying cost 139
Carrying Cost On Gap of FY 14-15 and FY 15-16 (7
Impact of Mula Pravara Case No. 24 of 2012 475
Impact of MSPGCL MYT Order (1,108)
Impact of non-Compliance of RPO as per Case 190 of 2014 (260)
Total 28,522
Impact of FAC Revenue (estimated.) 19,373
Total Revenue Gap 9,149
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7.1

7.2

7.3

COMPLIANCE OF EARLIER DIRECTIVES

The status of compliance by MSEDCL of the directives given in the previous MYT
Order is set out below.

Load Shedding
Directive

The load shedding protocol was devised as a load regulation measure to address
significant power shortage situation then prevalent in the State. In case there is
sufficient availability of power, no consumer should be subjected to load shedding.
Reducing The technical and Commercial Losses and improving collection efficiency
is the responsibility of the Distribution Licensee. Hence, the Commission rejects
MSEDCL’s stand to apply the load shedding protocol even when there is sufficient
availability of power in the system. The Commission directs MSEDCL to ensure that
the load shedding protocol is used only as a load regulation measure in shortage
situations and not as a matter of routine.

MSEDCL’s Response

MSEDCL has withdrawn load shedding throughout the State as sufficient power is
available. The withdrawal is irrespective of the Technical and Commercial Losses and
collection efficiency. MSEDCL has submitted sample withdrawal details.

Commission’s Ruling

The Commission has noted the submission of MSEDCL.
Quality of Power Supply

Directive

The Commission directs MSEDCL to update the performance indices on a monthly
basis on its website and also submit quarterly reports to the Commission in
accordance with Regulation 10.3 of the Standards of Performance Regulations, 2014.

MSEDCL’s Response

MSEDCL has submitted the data for FY 2014-15 and FY 2015-16 (up to December,
2015). Reliability Indices for this period are also available on its website.

Commission’s Ruling

MSEDCL has now uploaded on its website the details of Reliability Indices up to
June, 2016. MSEDCL should also ensure timely updating of the performance indices
and regularly submit its quarterly reports.

Applicability of Local Body Tax

Directive
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Levy of Local Body Tax (LBT) over and above the approved Energy Charges on the
electricity consumption amounts to modification of the tariff. No component of the
Tariff can be modified or levied without prior approval of the Commission. The
Commission directs MSEDCL not to levy LBT on consumers. MSEDCL may
separately file a Petition with regard to recovery of the costs associated with LBT.

MSEDCL’s Response

MSEDCL has issued instructions to stop levying and recovering the LBT from
consumers situated in Amravati and Aurangabad Municipal Corporation areas from 1
June, 2015.

Commission’s Ruling

The Commission has noted the compliance.
7.4  Depreciation

Directive

The Commission directs MSEDCL to maintain in its Asset Register the details of
useful life for each asset, and consider the retirement of assets once it is over.

MSEDCL’s Response

The Asset Register up to FY 13-14 is maintained in the ERP system. Updation of the
Asset Register for FY 14-15 is in progress. Although the useful life of assets is not
shown in the Asset Register, it is considered for calculating depreciation. Further, an
asset is retired from the Register once it is found that it is no longer workable and is
declared as scrap.

Commission’s Ruling

From the clarifications provided in the Petition, the Commission notes that MSEDCL
has, as part of the implementation of SAP-ERP, streamlined the calculation of
depreciation in line with theMYT Regulations. That is also reflected in the Notes to
the Audited Accounts for FY 2014-15.

However, the Commission directs MSEDCL to maintain in its Asset Register the
details of useful life for each asset, and consider the retirement of assets once their
useful life is over. The Commission shall consider the retirement of assets on actual
basis at the time of the true-up of the respective years.

7.5  Metering of un-metered Agriculture consumers
Directive

The Commission directs MSEDCL to complete the metering of un-metered
Agriculture consumers within 3 years so that, by the end of FY 2017-18, the entire
un-metered consumption is converted to metered consumption. MSEDCL should
modify its current metering plan in accordance with above timelines and submit the
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detailed Circle-wise/sub-Division-wise revised metering plan for Agriculture
consumers within 60 days.

Priority should be accorded for metering of un-metered connections with Connected
Load in excess of 5 HP. The region-wise planned metering programme should not
pose constraints for installation of meters for farmers who opt for conversion to
metered connections.

MSEDCL’s Response
MSEDCL has proposed the funding for 100% metering plan as below.

Table 7-1:Funding for conversion of Agriculture un-metered Connections, as
submitted by MSEDCL

Un-metered Agriculture | Estimated cost of
Sr. . . .
No Financial Year | consumers proposed to Metering
' be metered (nos.) (Rs. crore)
1 | 2015-16 2,14,520 158.41
2 | 2016-17 6,95,405 755.18
3 |2017-18 6,91,922 736.38
Total 16,01,847 1,649.97

However, the Circle-wise metering plan will be prepared and submitted to the
Commission for approval and to REC for financial sanction. On approval, the
metering plan for FY 2016-17 and FY 2017-18 will be executed.

Commission’s Ruling

As mentioned earlier in this Order, MSEDCL has submitted a DPR for its Metering
for in-principle approval. The DPR included the cost towards Capacitors, which is
actually a cost to be borne by consumers and not by MSEDCL. Hence, the DPR was
referred back to MSEDCL for revision and re-submission. MSEDCL has not reverted
with a revised DPR so far. Nevertheless, in order to expedite implementation of
metering of Agriculture consumers without further delay, capitalisation for the
scheme has been allowed in this Order on a provisional basis till FY 2017-18, in line
with the investment proposed by MSEDCL in its original DPR but subject to the issue
of bearing of expenditure on Capacitors flagged by the Commission. The position will
be re-assessed at the time of the MTR considering the in-principle approval that may
be granted to the DPR Scheme after its revision and re-submission by MSEDCL.

The Commission has revised its earlier stipulation for metering of all Agriculture
consumers by the end of FY 2017-18, as elaborated elsewhere in this Order.

Feeder-level Metering

Directive
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MSEDCL has carried out metering of all the existing 17,131 Feeders. However,
information on energy consumption on the separated Agriculture Feeders is yet to be
submitted. Agriculture consumption can be decided based on the readings of these
Feeders. Therefore, the Commission directs MSEDCL to submit the energy
consumption on these separated Agriculture Feeders for FY 2013-14 and FY 2014-15
within 60 days.

MSEDCL’s Response
MSEDCL has submitted the requisite data for FY 2013-14 and FY 2014-15.

Commission’s Ruling

The Commission has analysed the data submitted by MSEDCL, details of which have
been presented in the relevant truing-up Chapters of this Order.

7.7  DTC Metering
Directive

100% DTC metering, irrespective of urban or rural areas, will have to be carried out
by MSEDCL. This is vital for energy accounting. In this context, MSEDCL is again
directed to submit the detailed status of Circle-wise DTC metering, and its action plan
for 100% DTC metering, with time-lines, within 60 days. MSEDCL should also
submit the updated status report of DTC metering and energy accounting report of
metered DTCs in its next Tariff Petition.

MSEDCL’s Response

MSEDCL has proposed an action plan to implement DTC Metering. All DTCs
sanctioned after 1 April, 2016 shall be provided with appropriate meter, which would
be commissioned along with such DTC. The cost of such DTC metering would be
included in the scheme under which the DTC is sanctioned.

Necessary schemes/ DPRs are being prepared and will be submitted to the
Commission by 30" June, 2016. On approval, the tendering process would be initiated
and quarterly progress report for the July 2016 quarter onwards submitted.

As per its additional submission during these proceedings, MSEDCL will be
approaching the Commission separately with a Petition highlighting certain issues in
the implementation of DTC metering.

Commission’s Ruling

The Commission has noted MSEDCL’s submission.
7.8  Action Plan for reduction of Distribution Loss

Directive

MSEDCL has targeted reduction ofDistribution Loss to less than 20% in 21 high-Loss
Divisions by March, 2015. The Commission directs MSEDCL to submit the status of
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implementation of the action plan for reducing Distribution Losses in these 21
Divisions within 60 days.

MSEDCL’s Response

For reducing the high level of Distribution Losses in some Divisions, MSEDCL has
undertaken multi-pronged activities, viz. new infrastructure development under
infrastructure schemes, strengthening and up-gradation of the existing network,
installation of Capacitor Banks etc., at various levels.

MSEDCL’s further action plan to reduce Distribution Loss includes initiatives like
implementation of theft detection drive through special flying squads, establishment
of Special Police Stations to lodge FIRs against energy thefts, advanced IT
technology-based IR/RF energy meters to consumers, AMR meters to all HT
consumers, improvement in the consumer meter reading processes by photo meter
reading etc.. The Distribution Losses are being monitored at the at the Division level.

To reduce the AT&C Losses, several measures are being implemented. One such
measure is to provide reliable infrastructure. MSEDCL has implemented the
Infrastructure Plan- 11 in all Divisions. It has submitted the scope and achievements of
Infrastructure Plan Il up to 31 July, 2015.

Commission’s Ruling

The Commission has noted MSEDCL’s submission. The Commission has restated the
Distribution Loss levels of FY 2014-15 and FY 2015-16 as elaborated inSections 3.4
and 4.3 of this Order. Based on the restated Distribution Loss levels, a Loss reduction
trajectory has been set for the 3rd Control Period.

Recovery of Arrears
Directive

The Commission directs MSEDCL to submit its action plan for recovery of arrears
and also publish on its website the quarterly report on the status of arrears and
recoveries made during the quarter against each consumer category and across all
Circles.

MSEDCL’s Response

The status of category-wise arrears payable by consumers as on June, 2015 is as as
below.

Table 7-2: Consumer Category-wise Arrears as on 20.6.2015, as submitted by MSEDCL

Category Arrear_s as on 30.06.2015 As percentage of
(in Rs. crore) total Arrears
Agriculture 10,917 53.83%
Street Light 1,148 5.66%
Public Water Works 940 4.64%
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Category Arrear_s as on 30.06.2015 As percentage of
(in Rs. crore) total Arrears

Residential 737 3.63%
Commercial 187 0.92%
Industrial 406 2.00%
Poultry, Hoardings,

Etc 67 0.33%

PD Consumers 3,563 17.57%
SUB-TOTAL 17,966 88.58%
Mula-Pravara 2,317 11.42%
GRAND TOTAL 20,283

The total arrears payable by consumers as on 30™ June, 2015 amounted to Rs. 20,283
crore. In the MYT Petition (Annexure-15), MSEDCL has also submitted the
consumer category-wise arrears as on November 2015, as Rs 24,662 crore. The
arrears are increasing, but MSEDCL has been taking effective steps and making
concentrated efforts for their recovery.

MSEDCL has submitted details of the procedure followed for recovery of arrears. An
effective tool for recovery of electricity bills is disconnection of power supply, and
MSEDCL is regularly undertaking disconnection drives for recovery of arrears. It has
alkso undertaken theft detection drives to ensure that consumers whose power supply
has been disconnected for default in payment are not using power unauthorizedly. In
case disconnection of power supply does not prompt the consumer to pay the arrears,
power supply agreement is terminated after six months and legal action taken by
filing a recovery suit. The Courts would be requested to attach the property of the
defaulting consumer (to extent of the claim).

As regards the arrears of MPECS, the MPECS area has been merged in the area of
MSEDCL  from  February, 2011 and since then MSEDCL s
supplying power in its area. MSEDCL had filed a recovery suit (5 of 2011) in the
Court of the Civil Judge Senior Division, Shrirampur against MPECS for recovery of
arrears of Rs. 2,316.98 crore, which is pending since long. MSEDCL has applied to
the Court for prohibiting MPECS from disposing of its assets in the
meantime.MSEDCL cannot indicate any time frame within which it would be able to
recover the arrears payable by MPECS.

The principal amount of arrears payable by the Local Self Government Bodies has not
shown any alarming increase in trend in last 2/3 years. For recovery of past arrears,
MSEDCL is exploring alternatives like waiver of interest and DPC to encourage the
defaulting bodies to liquidate the receivables.

In most of the cases of industrial / commercial consumers, the assets are already
mortgaged with the financial institutions which have a priority claim over their sale
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proceedings. As such, the claim of MSEDCL being unsecured does not get priority
and remains on paper for want of execution of decree.

Wherever the outstanding amount is found to be irrecoverable due to the failure of the
legal proceedings or exhaustion of efforts, the process of writing off the outstanding
would be initiated.

Tthe Circle-wise and category-wise demand collection and arrears report upto the
March, 2016 quarter has been published on MSEDCL’s website.

Commission’s Ruling

The Commission has noted MSEDCL’s submissions. MSEDCL’s additional
submission shows that arrears as on March, 2016 are Rs. 28098.78 crore, which has
increased to Rs. 30221.48 croreby June, 2016. Thearrears have reached alarming
levels which would affect its operations. In its earlier Tariff Orders, the Commission
had stated that, although arrears do not affect the determination of ARR directly,
timely collection is essential to maintain liquidity and reduce the working capital
needed.

Infrastructure requirements for Malegaon
Directive

MSEDCL should take all necessary steps, including infrastructure development, in its
area so as to ensure that consumers do not suffer on the quality of service. In this
context, MSEDCL is directed to undertake detailed technical study about adequacy of
distribution infrastructure considering future load growth in the region and take up
suitable measures, including setting up necessary distributioninfrastructure in the
Malegaon area.

MSEDCL’s Response

MSEDCL has submitted the details of the technical study on the adequacy of the
existing distribution infrastructure. It has listed the various works it would undertake
in the Malegaon are under the already approved schemes of Infra-1l, R-APDRP,
DDUGJY, IPDS-1 and IPDS-1I. MSEDCL has also submitted its assessment of future
load growth in Malegaon region, the remedial action planned and the status of the
implementation in the present Petition. As part of its study, MSEDCL has assessed the
capacity of around 23 distribution sub-stations in the area, its existing loading level,
and projected the load-growth in the near future. Based on these, MSEDCL has
identified specific sub-station capacity enhancement requirements or need for
establishment of new distribution substations that would cater to the prevailing
deficiencies and additional load growth in the area. Accordingly, MSEDCL has
proposed installation of 10 new distribution substations, augmentation of 14 existing
distribution sub-stations, installation of 531 new DTC and augmentation of 209 DTC
in the area.

Commission’s Ruling
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The Commission has noted MSEDCL’s submission.
7.11 Fatal system incidentsand safety system upgradation
Directive

Strict adherence to safety standards and protocol need to be followed to avoid any
accident and regular monitoring and upkeep of safety devices, training of operating
staff and consumers is equally important. In this context, the Commission directs
MSEDCL to develop a comprehensive plan for consumer awareness programmes at
Circle/sub-Division level and annual training/grading system for its team. Safety
guidelines and a manual should be published on the website.

MSEDCL’s Response

MSEDCL imparts orientation, induction and need based trainings to engineers and
staff from human resources, finance and accounts departments at itsDepartment of
Training and Safety at Nashik. There are four regional training centres at Nashik,
Aurangabad, Sangli and Amravati to impart training mainly to Technicians and Sub-
Station Operators. 25 training centres cater to the need for short term local training.
MSEDCL also conducts one day safety seminars for employees and public for safety
awareness.

The MSEDCL Training Centre is accredited by MoP and CEA, and is ISO 9001:2008
certified. It is also a partner institute with REC and PFC under the National Training
Programme for conducting various training. MSEDCL collects information from the
field and studies the lacunae in transformer failure ratio, need based practices and
safety, and accordingly prepares the syllabus for training. The various training
programmes have helped MSEDCL achieving safety standards in the following
manner:

(@) Change of Mindset / Work Culture, Broadening of Vision, Knowledge
Sharing

(b) Team Building, Sharpening of Working Tools

(c) Sample Tool-kit to Line Staff is given to promote Safety Awareness

(d) Consumer Relation Management

(e) Revenue Management — All Billing Matters

(f) ATC loss brought down to 14 %

(g) Collection efficiency improved to 98 %

(h) Transformer Failure rate reduced from 16.17% (2005-06) to 8.85% (2014-
15)

(i) Implementation of ZLS (Zero load shedding) model helped to make
Maharashtra load-shedding free

(j) Centralized MIS system to be in place for better information flow

(k) Advanced technology: Smart grid, AMR, SCADA etc.

() Consumer satisfaction: 24X7 call centre, consumer facility centres
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MSEDCL has submitted data regarding the infrastructure, list of training centres and
trainings conducted. Seminars on awareness about energysavings are conducted in
Schools / Institutes at Zonal level. MSEDCL has published the safety guidelines and
manual on its website.

Commission’s Ruling

The Commission has noted MSEDCL’s submission.
7.12 Payment discipline

Directive

The Commission is deeply concerned about the persistent delays in payments by
MSEDCL, reflected in unacceptably large and mounting DPC liabilities. Such
payment delays also jeopardise the finances and working of other Utilities.

MSEDCL’s Response

MSEDCL is reeling under a critical financial position and not in a position to pay the
power purchase and transmission bills, for following reasons:

(@) Many times the Commission has disallowed certain legitimate expenses of
MSEDCL such as capital expenditure and capitalisation, capex related
expenses, O&M expenses, etc. due to which financial losses increase and
MSEDCL has to rely on working capital. This has compelled MSEDCL to
take working capital (in the form of Overdraft or Short-term Loan) for
smooth cash flow and to meet inevitable payments

(b) The recovery of legitimate expenses already incurred by MSEDCL gets
delayed, affecting the financial position because of the time involved in
legal proceedings as well as delay in judgments.

(c) In the past, the Commission has approved certain amounts to MSPGCL and
MSETCL but not provided any specific back to back mechanism for
MSEDCL to pass-on the additional financial burden to its consumers. Due
to this, MSEDCL had to avail short-term loans and deferred payments to
Generators/contractors/employees etc., which sometimes gets accumulated
to the tune of thousands of crores of rupees.

(d) The Commission has not been approving the expenditure incurred on loWC
loan, which has resulted in further reduction of internal cash available for
payments for debt servicing.

(e) Due to drought and overall economic slow-down, the recovery of
receivables from consumers is delayed and reduced, resulting in
accumulation of arrears.
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(f) Some large consumers have opted for OA, and this has had an additional
impact on the financial position of MSEDCL

In FY 2015-16, MSEDCL had tried to reduce the outstanding amount by borrowing
short-term loans. It had also requested MSETCL MSPGCL and other Generators to
waive DPC claimed by them, or else the payments made by MSEDCL would get
adjusted against the DPC amount and the principal amount would remain the same.
MSEDCL will endeavour to pay the current monthly bills within the due date so that
no further DPC amount becomes applicable.

Commission’s Ruling

The Commission has noted MSEDCL’s endeavour to pay its monthly bills on time so
as to avoid further DPC accrual.

As regards disallowances of certain MSEDCL claims for recovery through the ARR
and tariff, the Commission approves the legitimate expenses and revenue in
accordance with the Regulations and based on prudence check through its speaking
Orders. While approving recovery of any approved expenses, the Commission also
has to strike a balance between the interest of consumers and the interest of the
Utility. Further, as observed in the previous MYT Order, the operating cash flow of
MSEDCL in past years has also been adversely affected because timely revision in
tariff could not take place due to delays in filing of Tariff Petitions.

7.13 Metering of un-metered Agriculture consumers
Directive

Various difficulties highlighted by MSEDCL in implementing the metering plan
should be addressed through suitable technical and management solutions and also by
fixing responsibilities at appropriate levels at THE Circle/sub-Division level to ensure
proper functioning and reporting of metering facilities. The Commission directs
MSEDCL to submit its report to the Commission on the progress of implementation
of the metering plan in its next Tariff Petition.”

MSEDCL’s Response

The Board of MSEDCL has already accorded approval for executing the project of
providing Energy Meters along with LT Capacitors to all the unmetered agricultural
consumers. MSEDCL has submitted the DPR for the metering programme to the
Commission for in-principle approval since the cost exceeds Rs 10 crore. Although
the work of installation of meters was expected to start from FY 2015-16, no physical
progress is achieved so far since formal approval of the Commission is awaited.

Commission’s Ruling

MSEDCL has submitted a DPR for the Metering Programme for in-principle
approval. The Commission has perused the DPR and observed that it includes the cost
towards of Capacitors, which is actually a cost to be borne by the concerned
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consumers and thus not to be accounted for by MSEDCL and passed on to cosumers
at large. The DPR was accordingly referred back to MSEDCL for revision and
resubmission. However, MSEDCL has not resubmitted the revised DPR so far.
Nevertheless, in order to expedite implementation of the scheme without further
delay, capitalisation for the scheme has been allowed on a provisional basis till FY
2017-18, in line with the investment scheme proposed by MSEDCL in its original
DPR. This will be subject to the observation made regarding Capacitors, and will be
reviewed at the time of the MTR on the basis of the in-principle approval that may be
given after the submission of the revised DPR and the actual progress under the
scheme.

Agriculture Sales in FY 2013-14 to FY 2015-16
Directive

The Commission has not accepted the Agriculture sales reported by MSEDCL for FY
2014-15. Therefore, while approving the sales, the Commission has worked out total
sales based on the actual sales for 11 months for all categories, except Agriculture.
For Agriculture sales, the Commission has considered the projections of MSEDCL in
its Petition. The Commission directs MSEDCL to submit, in its next tariff Petition,
the reasons for such increase in Agriculture consumption along with the Circle-wise
number of consumers (metered/un-metered), Connected Load (metered/un- metered),
assessment of Agriculture Consumption Index, and sales (metered/un-metered) for FY
2013-14 and FY 2014-15.

MSEDCL’s Response

MSEDCL has submitted the supporting data for the increase in agricultural sales in
FY 2013-14 and FY 2014-15, and the comparison of the Consumption Index of
metered and unmetered consumers for FY 2013-14 and 2014-15. Metered
consumption in FY 2014-15 appeared to have increased on account of the increase in
number of consumers and also due to the efforts taken by MSEDCL to strengthen the
meter reading system, as a consequence of which more correct agriculture
consumption would have been captured.

The detailed submission of MSEDCL in this regard has been set out in Section 3.2 of
this Order.

Commission’s Ruling

As detailed in Chapter 3 of this Order, the Commission has observed that there is no
convincing justification for the significant increase of 23% in AG Sales and 19% in
the AG Index, despite only 4-5% growth in the number of consumers and Connected
Load, in FY 2014-15 over FY 2013-14. Hence, the Commission has revised the
methodology for assessing AG consumption by utilizing Feeder-wise data.

MSEDCL should ensure that Feeder-based metering with AMR facilities at least for
AG separated and SDT Feeders is in place within a period of 18 months. The
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Commission has also set out the monthly data MSEDCL should publish on its website
and other requirements elsewhere in this Order.

7.15 EHV Rebate on total Bill
Directive

The Commission observes that it is necessary to undertake detailed analysis of
Voltage-wise Cost of Supply (VCoS) to be able to make a rational judgment for
creation of a separate tariff category for EHV consumers. At present, the Commission
has decided to continue with the current practice of extending rebate at the rate of 3%
on Base Energy Charge plus ToD charge for all EHV consumers availing supply at 66
kV and above, as currently under operation. However, the Commission shall
scrutinize and explore the need for creation of a separate tariff category for EHV
consumers in future. The Commission directs MSEDCL to account for all relevant
data for EHV consumers such as their consumption, revenue, rebates, etc. and submit
the same at the time of the next tariff determination process.

MSEDCL’s Response

MSEDCL has submitted the requisite data of EHV consumers regarding consumption,
revenue, and rebate for FY 2013-14, FY 2014-15 and FY 2015-16 (up to December,
2015).

Commission’s Ruling

The Commission has noted MSEDCL’s Submission. As detailed in Chapter 8 of this
Order the Commission has determined 