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EXECUTIVE SUMMARY
A. Background
The Hon’ble Commission has issued the MYT Regulations 2019 for the 4th
Control Period from FY 2020-21 to FY 2024-25 on 1 August, 2019. As per the
provisions of Regulation 5.1(b) of the said Regulations, Distribution Licensee has
to file Mid-Term Review Petition (MTR Petition) by 30" November 2022.
Accordingly, MSEDCL is submitting this Mid-Term Review Petition as per
provisions of MYT Regulations, 2019.

The MTR Petition under section 62 of the Electricity Act, 2003 and MERC MYT
Regulations, 2019 comprises of following:

* Truing-up for FY 2019-20 based on Audited Annual Accounts under MERC
(MYT) Regulations, 2015;

» Truing-up for FY 2020-21 and FY 2021-22 based on Audited Annual Accounts
under MERC (MYT) Regulations, 2019;

* Provisional Truing-up for FY 2022-23 based on provisional information
available for FY 2022-23 under MERC (MYT) Regulations, 2019;

» Revised forecast of Aggregate Revenue Requirement, expected revenue from
existing Tariff and charges, expected revenue gap, and proposed category-
wise Tariff for the period FY 23-24 to FY 24-25 under MYT Regulations, 2019;

* Revision in Schedule of Charges;

B. Final True Up for FY 2019-20

Based on the restated Audited Annual Accounts of MSEDCL, the Aggregate
Revenue Requirement (ARR) for FY 2019-20 works out to be at Rs. 86,004.28
Cr. based on all the cost parameters as specified in the following table. The

final True Up for FY 2019-20 comparing the actual audited data for FY
2019-20 with those approved by the Hon’ble Commission vide MYT Order dated
30th March, 2020 in Case no. 322 of 2019 is summarized below.
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Rs. Crs
Particulars FY2019-20 | FY 201920 | 1 ovion
(Approved) (Actual)
Power Purchase Expenses 55,967.62 61,897.22 5,929.60
Operation & Maintenance Expenses 7,463.76 7,517.97 54.22
Depreciation Expenses 2,665.53 2,438.03 (227.50)
Interest on Loan Capital 1,328.88 1,274.34 (54.54)
Interest on Normative Working Capital 135.77 131.40 (4.37)
Interest on Consumers Security Deposit 796.03 748.92 (47.11)
Other Finance Charges 31.10 22.08 (9.02)
Provision for bad and doubtful debts 732.63 854.96 122.33
Other Expenses 50.08 83.28 33.20
Income Tax 213.89 - (213.89)
Intra-State Transmission Charges MSLDC charge 4,867.55 4,871.25 3.70
Incentives/Discounts 307.03 337.25 30.22
Contribution to Contingency Reserves 142.76 128.19 (14.57)
Return on Equity Capital 1,866.79 1,893.43 26.64
RLC refund 1.84 1.77 (0.06)
Effect of sharing of gains/losses - 347.76 347.76
Past Period Adjustment by Commission 853.08 853.08 -
Revenue Gap Recovery Allowed 2,562.93 2,562.93 -
Impact of payment to MPECS in future years 40.17 40.42 0.25
Aggregate Revenue Requirement 80,027.43 86,004.28 5,976.85
Stabilisation amount as per MYT Order - - -
Total Aggregate Revenue Requirement 80,027.43 86,004.28 5,976.85
Less
Non-Tariff Income 361.66 494.19 132.52
Income from Open Access Charges 29.59 83.44 53.85
Income from Trading of Surplus Power 298.18 335.99 37.81
Income from Wheeling Charges 1.79 1.10 (0.68)
Income from Additional Surcharge 317.14 575.60 258.46
Net Aggregate Revenue Requirement 79,019.07 84,513.96 5,494.89
Revenue from Sale of Power 78,965.30 72,944 .55 (6,020.75)
Revenue from Retail Supply Business
Revenue from Wires Business
Revenue Gap/(Surplus) 53.77 11,569.40 | 11,515.64

Major reasons for deviation are increased power purchase cost due to change in
law claims, increase in MSPGCL, PGCIL costs, NPCIL tariff revision and lower
revenue realisation due to drop in subsidising sales as against approved by
Hon’ble Commission.

MSEDCL submits that at the time of Provisional True up for FY 2019-20,
MSEDCL had submitted provisional numbers. As the MSEDCL’s Accounts have
been audited subsequently, MSEDCL is submitting the final true-up based on the
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audited accounts.

C. Final True Up for FY 2020-21

Based on the restated Audited Annual Accounts of MSEDCL, the Aggregate
Revenue Requirement (ARR) for FY 2020-21 works out to be Rs. 80,376.72 Cr.
based on all the cost parameters as specified in the following table. The final
True Up for FY 2020-21 comparing the actual audited data for FY 2020-21
with those approved by the Hon’ble Commission vide MYT Order dated 30th
March, 2020 in Case no. 322 of 2019 is summarized below.
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Rs. Crs
Particulars FY2020-21 | FY2020-21 | [ ion
(Approved) (Actual)
Power Purchase Expenses 59,126.06 56,289.25 (2,836.80)
Operation & Maintenance Expenses 7,571.81 7,498.07 (73.75)
Depreciation Expenses 2,817.91 2,654.18 (163.74)
Interest on Loan Capital 1,320.86 1,179.84 (141.02)
Interest on Normative Working Capital 140.96 2,441.12 2,300.16
Interest on Consumers Security Deposit 540.58 282.70 (257.89)
Other Finance Charges - 32.19 32.19
Provision for bad and doubtful debts 732.63 465.05 (267.58)
Other Expenses 52.58 113.70 61.12
Income Tax - - -
Intra-State Transmission Charges MSLDC charge 5,699.92 5,715.74 15.82
Incentives/Discounts 322.38 307.40 (14.98)
Contribution to Contingency Reserves 157.56 157.56 (0.00)
Opex Scheme 110.49 27.05 (83.44)
Return on Equity Capital 2,109.58 1,990.87 (118.70)
Effect of sharing of gains/losses - 92.81 92.81
Impact of payment to MPECS in future years 37.16 37.41 0.25
Incremental Consumption Rebate 439.66 336.80 (102.86)
Aggregate Revenue Requirement 81,180.15 79,621.72 (1,558.43)
Stabilisation amount as per MYT Order 755.00 755.00 -
Total Aggregate Revenue Requirement 81,935.15 80,376.72 (1,558.43)
Less
Non-Tariff Income 379.75 316.85 (62.90)
Income from Open Access Charges 215.71 213.07 (2.65)
Income from Trading of Surplus Power 302.05 126.21 (175.84)
Income from Wheeling Charges - 0.09 0.09
Income from Additional Surcharge 119.65 479.03 359.39
Net Aggregate Revenue Requirement 80,918.00 79,241.47 (1,676.53)
Revenue from Sale of Power 80,918.00 73,309.04 (7,608.96)
Revenue from Retail Supply Business - -
Revenue from Wires Business - -
Revenue Gap/(Surplus) (0.00) 5,932.43 5,932.43

Major reasons for deviation are increased power purchase cost due to change in
law claims, increase in MSPGCL, PGCIL costs, NPCIL tariff revision and lower
revenue realisation due to drop in subsidising sales as against approved by
Hon’ble Commission.

MSEDCL submits that at the time of Provisional True up for FY 2020-21,
MSEDCL had submitted provisional numbers. As the MSEDCL’s Accounts have
been audited subsequently, MSEDCL is submitting the final true-up based on the
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audited accounts.

D. Final True Up for FY 2021-22
Based on the Audited Annual Accounts of MSEDCL, the Aggregate Revenue
Requirement (ARR) for FY 2021-22 is determined at Rs. 95,990.95 Cr. based
on all the cost parameters as specified in the following table. The final True Up
for FY 2021-22 comparing the actual audited data for FY 2021-22 with those
approved by the Hon’ble Commission vide MYT Order dated 30" March, 2020 in
Case no. 322 of 2019 is summarized below.
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Rs. Crs
Particulars FY2021-22 | FY2021-22 |\, oion
(Approved) (Actual)
Power Purchase Expenses 60,568.92 69,478.78 8,909.86
Operation & Maintenance Expenses 7,257.69 7,949.79 692.11
Depreciation Expenses 2,963.97 2,880.50 (83.47)
Interest on Loan Capital 1,275.59 1,058.79 (216.80)
Interest on Normative Working Capital 142.71 123.08 (19.63)
Interest on Consumers Security Deposit 567.61 360.38 (207.23)
Other Finance Charges - 45.47 45.47
Provision for bad and doubtful debts 732.63 459.62 (273.01)
Other Expenses 55.21 655.40 600.19
Income Tax - - -
Intra-State Transmission Charges MSLDC charge 5,809.25 5,977.83 168.59
Incentives/Discounts 338.50 367.37 28.87
Contribution to Contingency Reserves 171.02 171.02 (0.00)
Opex Scheme 110.49 31.67 (78.82)
Return on Equity Capital 2,195.18 2,122.32 (72.86)
RLC refund - - -
Additional Surcharge refund - 12.27 12.27
Effect of sharing of gains/losses - 1,036.82 1,036.82
Impact of payment to MPECS in future years 34.15 34.40 0.25
Incremental Consumption Rebate 548.50 546.44 (2.06)
Aggregate Revenue Requirement 82,771.43 93,311.95 10,540.52
Stabilisation amount as per MYT Order 2,679.00 2,679.00 -
Total Aggregate Revenue Requirement 85,450.43 95,990.95 | 10,540.52
Less
Non-Tariff Income 398.73 1,208.37 809.63
Income from Open Access Charges 214.92 129.92 (85.00)
Income from Trading of Surplus Power 319.75 195.93 (123.83)
Income from Wheeling Charges - 0.04 0.04
Income from Additional Surcharge 117.28 402.62 285.33
Net Aggregate Revenue Requirement 84,399.73 94,054.08 9,654.35
Revenue from Sale of Power 84,400.00 85,903.28 1,503.28
Revenue from Retail Supply Business - - -
Revenue from Wires Business - - -
Revenue Gap/(Surplus) (0.27) 8,150.80 8,151.07

Major reasons for deviation are higher power purchase cost due to increased
sales and increase in power purchase cost due to domestic coal shortfall,
revision in normative O&M expenses. MSEDCL submits that these deviations are
beyond the reasonable control of MSEDCL

MSEDCL
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E. Provisional True-up for FY 2022-23
Aggregate Revenue Requirement of MSEDCL for FY 2022-23 is estimated
considering the provisional data available for the first six months of the FY 2022-
23 and projections for the remaining six months.

Based on the provisional true-up, the Aggregate Revenue Requirement (ARR) for
FY 2022-23 is Rs. 1,00,654.12 Cr. The provisional True Up for FY 2022-23,
comparing the estimated data with that approved by the Hon’ble Commission
vide MYT Order dated 30" March, 2020 in Case no. 322 of 2019 is summarized
below.
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Rs. Crs
Particulars FY2022:23 | FY 202223 | | i tion
(Approved) | (Estimated)
Power Purchase Expenses 62,337.57 73,529.49 11,191.92
Operation & Maintenance Expenses 7,535.94 7,979.02 443.08
Depreciation Expenses 3,060.76 2,968.79 (91.97)
Interest on Loan Capital 1,121.94 929.95 (191.98)
Interest on Normative Working Capital 145.58 127.89 (17.68)
Interest on Consumers Security Deposit 595.99 438.09 (157.90)
Other Finance Charges - - -
Provision for bad and doubtful debts 732.63 1,059.63 327.00
Other Expenses 57.97 314.10 256.13
Income Tax - - -
Intra-State Transmission Charges MSLDC charge 5,915.07 5,915.07 -
Incentives/Discounts 355.43 367.37 11.94
Contribution to Contingency Reserves 180.12 90.06 (90.06)
Opex Scheme 110.49 90.20 (20.29)
Return on Equity Capital 2,270.20 1,953.67 (316.53)
Additional Surcharge Refund - 180.00 180.00
Effect of sharing of gains/losses - - -
Impact of payment to MPECS in future years 31.14 31.14 -
Incremental Consumption Rebate 661.65 661.65 -
Aggregate Revenue Requirement 85,112.48 96,636.12 11,523.64
Stabilisation amount as per MYT Order 4,018.00 4.018.00 -
Total Aggregate Revenue Requirement 89,130.48 | 1,00,654.12 | 11,523.64
Less
Non-Tariff Income 418.67 317.96 (100.71)
Income from Open Access Charges 216.69 216.69 -
Income from Trading of Surplus Power 340.96 175.49 (165.47)
Income from Wheeling Charges - - -
Income from Additional Surcharge 115.52 115.52 -
Net Aggregate Revenue Requirement 88,038.65 99,828.47 | 11,789.82
Revenue from Sale of Power 88,039.00 99,280.78 11,241.78
Revenue from Retail Supply Business - - -
Revenue from Wires Business - - -
Revenue Gap/(Surplus) (0.35) 547.69 548.03

Major reasons for deviation are increase in power purchase expenses, change in
revenue from sale of power due to change in consumer mix; and change in capex
related expenses. MSEDCL submits that these deviations are beyond the
reasonable control of MSEDCL.

F. Aggregate Revenue Requirement for FY 2023-24 to FY 2024-25
The revised forecast of aggregate revenue requirement, expected revenue from
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existing Tariff, expected revenue gap for the period i.e. FY 2023-24 to FY 2024-
25 has been determined based on the provisions of the MYT Regulations, 2019
and certain assumptions.

1. Sales Projection

MSEDCL has used historical

trend method and estimated energy

consumption for various consumer categories. Wherever it is observed that
the trend is unreasonable/unsustainable, the growth factors have been
corrected to arrive at more realistic projections.

MSEDCL has projected the sales for the period FY 2023-24 to FY 2024-25
considering the historical sales. The projection of Sales for HT category is

outlined in the following table:

MU
Consumer Category FY 23-24 | FY 23-24 | FY 24-25 | FY 24-25
Approved | Projected | Approved | Projected
HT-1 Industries 37,757 37,901 39,263 39,038
HT -1l Commercial 1,974 1,792 2,015 1,828
HT Il Railways 85 112 87 116
HT IV-PWW 1,791 1,863 1,836 1,919
HT V Agricultural 1,365 896 1,408 906
HT VI Bulk Supply (Housing Complex) 245 244 247 244
HT Temporary 6 - 6 -
HT-IX Public services 1,257 1,204 1,315 1,227
MSPGCL AUX SUPPLY 184 295 184 295
HT Ag Others 285 283 294 283
HT EV Charging Stations 11 kV - 5 - 6
HT EV Charging Stations 22 kV 0 53 0 58
Total -HT Sales 44,949 44,648 46,655 45,919

The projection of Sales for LT category is outlined in the following table:

MSEDCL

January 23




Final True Up For FY 2019-20, FY 2020-21, & FY 2021-22
Provisional True Up For FY 2022-23 and

Revised Projections & Tariff For FY 2023-24 to FY 2024-
25

X

MAHAVITARAN

Maharashtra State Electricity Distribution Co. Ltd

Executive Summary

MU
Consumer Category FY 23-24 | FY 23-24 | FY 24-25 | FY 24-25
Approved | Projected | Approved | Projected
LT Category
LT |-BPL 52 57 55 60
LT | Domestic 26,070 26,406 27,340 27,199
LT Il Non Domestic 8,565 6,196 9,274 6,444
LT Il PWW 1,047 920 1,106 970
LT IV Agriculture 28,067 34,369 28,626 35,308
LT V Powerloom 2,496 1,895 2,616 1,952
LT V Industrial General 6,164 7,487 6,462 7,712
LT VI Streetlight 2,719 1,052 2,892 1,052
LT VII- Temporary Connection 24 - 24 -
LT VIl Advertisement & Hoardings 6 - 6 -
LT IX — Crematoriums & Burial Grounds 2 - 2 -
LT X - Public services 683 754 728 795
LT EV Charging Stations 0 2 0 2
Total LT Sales 75,894 79,139 79,130 81,494
Total Sales 1,20,843 | 1,23,787 | 1,25,785| 1,27,413

. Power Purchase

Considering the sales projections, MSEDCL has projected the power
purchase for the period FY 2023-24 to FY 2024-25 based on the availability,
operational parameters; expected commissioning of upcoming projects, for
the period FY 2023-24 to FY 2024-25 and estimated the power purchase cost
based on merit order principles (MoD) for optimum utilization. The source-
wise power purchase projection for the period FY 2023-24 to FY 2024-25 is

summarised below:
FY 2023-24:

MSEDCL
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PP Quantum (MUs) PP Cost (Rs. Cr) PP Cost (Rs. /Unit)

Particulars mogfge':‘ Projected | Deviation mogf:;‘ Projected Deviation Al';;’;o;::;‘ Projected | Deviation
MSPGCL 51,351 | 62,332.57 | 10,981.63 22,206 29,649.02 | 7,443.42 4.32 4.76 0.43
NTPC 28,344 | 29,632.56 1,288.52 11,368 12,239.15 871.41 4.01 4.13 0.12
NPCIL 4,946 4,372.52 (573.22) 1,515 1,389.40 (125.86) 3.06 3.18 0.11
SSP 1,213 451.66 (761.34) 249 92.60 (156.40) 2.05 2.05 (0.00)
Pench 137 96.75 (40.25) 28 19.83 (8.17) 2.04 2.05 0.01
Subhansari 321.93 321.93 144.87 144.87 4.50 4.50
Dodson 116 31.78 (84.22) 28 19.90 (7.85) 2.39 6.26 3.87
JSW 1,462 - (1,462.47) 663 164.67 (498.33) 4.53 (4.53)
CGPL 5,172 4,694.48 (477.54) 1,685 2,666.43 981.43 3.26 5.68 2.42
Adani Power 21,044 | 12,169.08 (8,874.79) 8,246 7,975.85 (270.15) 3.92 6.55 2.64
EMCO Power 1,374 1,493.28 119.46 717 620.98 (95.52) 5.22 4.16 (1.06)
Rattan India 1,921 8,959.68 7,038.87 1,424 3,642.71 2,219.11 7.41 4.07 (3.35)
Sai Wardha 1,791.94 1,791.94 838.29 838.29 4.68 4.68
Renewable 31,679 | 26,408.96 | (5,270.23) 12,583 11,859.37 (723.23) 3.97 4.49 0.52
Traders - - - - -
PGCIL Charges 0 - 3,845 3845.01 0.01 -
Total Power Purchase 1,48,759 1,52,757 3,998 64,555.05 75,168.09 | 10,613.04 4.34 4.92 0.58
FY 2024-25:

PP Q (MUs) PP Cost (Rs. Cost PP Cost (Rs. /Unit)

Particulars Amogfge':‘ Projected Deviation mogf:;:‘ Projected Deviation mogfge:‘ Projected |Deviation
MSPGCL 51,409 | 65,655.99 14,246.86 22,516 31,924.58 9,408.99 4.38 4.86 0.48
NTPC 28,292 | 28,759.96 467.73 11,582 12,145.96 564.34 4.09 4.22 0.13
NPCIL 4,932 4,932.43 0.20 1,548 1,614.50 66.81 3.14 3.27 0.14
SSP 1,210 450.82 (759.12) 248 92.43 (155.57) 2.05 2.05 0.00
Pench 137 96.55 (39.95) 28 19.79 (8.21) 2.05 2.05 (0.00)
Subhansari 321.12 321.12 144.51 144.51 4.50 4.50
Dodson 116 31.78 (83.94) 33 25.18 (7.75) 2.85 7.92 5.08
JSW 652 - (651.80) 424 192.64 (231.36) 6.51 (6.51)
CGPL 5,158 2,218.15 (2,939.74) 1,742 1,601.02 (140.98) 3.38 7.22 3.84
Adani Power 20,986 | 11,314.71 (9,671.65) 8,169 7,473.01 (695.99) 3.89 6.60 2.71
EMCO Power 1,370 1,489.20 119.14 750 637.91 (112.09) 5.47 4.28 (1.19)
Rattan India 1,831 8,935.20 7,104.27 1,413 3,743.69 2,330.69 7.72 4.19 (3.53)

Sai Wardha 1,787.04 1,787.04 830.47 830.47 4.65 4.65
Renewable 37,111 29475.67 (7,635.69) 14,330 12965.75| (1,364.25) 3.86 4.40 0.54
Traders - - -
PGCIL Charges - 4,037 4,037 0.26 -
Total Power Purchase 1,53,204 1,55,469 2,264 66,819 77,449 10,630 4.36 4.98 0.62

3. Distribution Losses
MSEDCL has achieved a significant reduction in distribution losses during
recent years. These efforts shall continue and will be enhanced. Hon’ble
Commission in the MYT Order dated 30" March, 2020 had set the Distribution
Loss reduction targets (excluding EHV Sales and OA sales). MSEDCL has
proposed the same trajectory.

Particulars FY 23-24 FY 23-24 FY 24-25 FY 24-25
Approved Projected | Approved Projected
Distribution Losses (Excluding EHV & OA Sales) 13.0% 13.0% 12.0% 12.0%
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4. Segregation of Wires and Supply Business
The Regulation 71 of MERC (Multi Year Tariff) Regulations, 2019 provides
that ARR of the Distribution Licensee shall be apportioned between the
Distribution Wires Business and Retail Supply Business.

MSEDCL has segregated the expenses based on the allocation matrix as
provided in the regulations.

5. Aggregate Revenue Requirement (ARR) for the period FY 2023-24 to FY
2024-25

Revised Aggregate Revenue Requirement of MSEDCL for the period FY
2023-24 to FY 2024-25 is projected considering projections for various
components of ARR and provisions of MERC MYT Regulations, 2019. Also,
the Revenue has been considered based on the existing tariff and accordingly
the year wise revenue gap has been calculated as summarised in following
table.
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Rs. Cr.

. FY 23-24 FY 23-24 FY 24-25 FY 24-25
e Approved Projected Approved Projected
Power Purchase Expenses 64,554.92 75,168.09 66,819.60 77,448.70
Operation & Maintenance Expenses 7,824.87 8,382.69 8,124.87 8,806.78
Depreciation Expenses 3,122.45 3,080.11 3,183.82 3,308.73
Interest on Loan Capital 893.88 934.97 659.04 1,116.00
Interest on Working Capital 145.69 138.35 145.64 163.35
Interest on Consumers Security Deposit 625.79 460.00 657.08 483.00
Other Finance Charges - - - -
Provision for bad and doubtful debts 732.63 1,111.06 732.63 1,165.80
Other Expenses 60.87 329.80 63.91 346.29
Income Tax - - - -
Intra-State Transmission Charges MSLDC charge 6,009.51 6,009.51 6,036.77 6,036.77
Incentives/Discounts 373.20 385.73 391.86 405.02
Contribution to Contingency Reserves 185.35 174.06 190.57 200.22
Opex Scheme 110.49 652.51 110.49 2,367.12
Return on Equity Capital 2,334.28 1,976.27 2,398.04 1,992.41
Additional Surcharge Refund - 180.00 - 180.00
Effect of sharing of gains/losses - - - -
Add: Impact of payment to MPECS in future years 28.13 28.13 21.14 21.14
Incremental Consumption Rebate 426.45 426.45 548.77 548.77
Aggregate Revenue Requirement 87,428.50 99,437.74 90,084.23 1,04,590.10
Stabilisation amount as per MYT Order 5,585.00 5,585.00 7,017.00 7,017.00
Total Aggregate Revenue Requirement 93,013.50 1,05,022.74 97,101.23 1,11,607.10
Less
Non-Tariff Income 439.60 333.86 461.59 350.55
Income from Open Access Charges 214.76 214.76 216.60 216.60
Income from Trading of Surplus Power 363.02 - 386.30 -
Income from Wheeling Charges - - - -
Income from Additional Surcharge 112.63 112.63 109.46 109.46
Net Aggregate Revenue Requirement 91,883.49 1,04,361.49 95,927.28 1,10,930.49
Revenue from Sale of Power 91,883.00 90,422.16 95,927.00 92,354.58
Revenue from Retail Supply Business - - - -
Revenue from Wires Business - - - -
Revenue Gap/(Surplus) 0.49 13,939.34 0.28 18,575.90

G. Additional Claims
Hon’ble Commission in Order dated 30" June, 2020 in Case No. 84 of 2020 on
review petition of MSEDCL on MYT Order dated 30" March, 2020 (in Case No.
322 of 2019) has approved certain costs along with the claims. MSEDCL has
claimed costs allowed by the Hon’ble Commission in the said Order as provided

below:
5 Amount
Particulars (Rs. Crs)
Impact of Review order 247.44
Total 247.44

H. Carrying Cost

MSEDCL January 23 -13 -



/\ Final True Up For FY 2019-20, FY 2020-21, & FY 2021-22
Provisional True Up For FY 2022-23 and
MAHAVITARAN Revised Projections & Tariff For FY 2023-24 to FY 2024-

Maharashtra State Electricity Distribution Co. Ltd 2 5

Executive Summary

Hon’ble Commission has been allowing carrying cost/holding cost on the revenue
gap/surplus respectively. Accordingly, MSEDCL has computed carrying cost on
unrecovered gaps and impact of the review order.

I. Net recovery required from tariff
Considering the revenue gap for FY 2019-20 to FY 2021-22, impact of order on
Review Petition (Case No. 84 of 2020), carrying cost, along with the revenue gap
projected for the period FY 2023-24 to FY 2024-25, the net recovery required
from tariff works out to be Rs. 67,644 Cr. as shown in the following table.

. Amount
Particulars Rs. Cr

Final True Up Requirement for FY 19-20 11,516
Final True Up Requirement for FY 20-21 5,932
Final True Up Requirement for FY 21-22 8,151
Provisional True Up Requirement/Revenue Gap for FY 22-23 548
Revenue Gap for FY 23-24 13,939
Revenue Gap for FY 24-25 18,576
Impact of Review Order (MYT Order) 247
Carrying Cost for previous gaps/impact and unrecovered gaps during
Control Period 8,734
Total Revenue Gap for the MYT Period 67,644
Total Recovery 67,644

J. Tariff Design

There is an urgent need for ensuring recovery of full cost of service from
consumers to sustain the operations of the Company. Hon’ble Commission has
been guided by the Electricity Act, 2003 and the National Tariff Policy while
determining retail tariffs. Hon’ble Commission has always laid emphasis on
parameters which encourages economy, efficiency, effective performance and
improved supply conditions of supply for consumers. MSEDCL requests the
Hon’ble Commission to apply similar principles considering the ground realities
as well as to ensure the financial viability of the Company.

The Tariff design proposed by MSEDCL is based on the following factors:
» Rationalisation of Fixed Charges to ensure appropriate recovery of fixed costs

MSEDCL January 23 -14 -
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through fixed charges;

» Continuation of existing rebates with its linking to payment discipline

* An amendment in the provision of Pre-paid meter rebate

+ Cheque related

* Revision in provision for Demand Charges for LT VI: LT — Street Light
category

» Eligibility to avail various incentives and rebates approved by the Hon’ble
Commission

« Tariff applicability related suggestions/clarifications

* Revision in Schedule of charges;

* Recovery of Cross Subsidy Surcharge as per NTP formula without any ceiling
and all such other charges including wheeling charges & wheeling losses for
Open Access consumers as proposed for the Control Period;

» Applicability of Additional Surcharge extended to Open Access consumers;

K. Rationale for Tariff revision
MSEDCL has proposed a revision in fixed and energy charges for various
categories in order to bridge the revenue gap. Such tariff revision is minimum
requirement for MSEDCL to meet the inflation as well as the additional costs that
have arisen due to increase in power purchase costs, coal blending due to
domestic coal shortfall, change in law claims, increase in MSPGCL, PGCIL costs,
NPCIL tariff revision, change in consumer mix and its impact on revenue, etc.

L. Cross-Subsidy Surcharge (CSS)
Section 2 (47) of the Electricity Act defines “Open Access’, while Section 42 of
the said Act inter — alia mandates the Distribution Licensee to provide Open
Access to eligible consumers, subject to payment of “Cross Subsidy Surcharge”,
“Additional Surcharge” & other applicable charges.

As per the provisions of Section 42(2) of the Electricity Act 2003, the CSS needs
to be based on the current levels of cross subsidy. Accordingly, the consumers
who opted for Open Access need to be charged for the compensation of current
level of Cross Subsidy, which prevailed during that period and in order to avoid
the burden of the same being passed on other consumers who are with the
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Distribution Licensee.

Accordingly, MSEDCL has calculated the cross subsidy surcharge based on the
National Tariff Policy (NTP) formula without putting any ceiling. A representative
Cross Subsidy Surcharge for HT Industrial Category is tabulated below:

Rs./kVAh
Category FY 2023-24 | FY 2024-25
HT | HT - Industry
HT 4.53 5.80
EHV 4.96 6.23

. Wheeling Charges
Considering the provisions of MYT Regulations 2019, MSEDCL has proposed the
Wheeling charges for HT (excluding EHV) and LT voltage levels as per the table

given below:

Rs/Unit
Particulars Units FY 23-24 | FY 24-25
HT (Excl EHV) Rs./kVAh 0.74 0.74
LT Level Rs./kWh 1.43 1.44

For the purpose of commercial settlement, MSEDCL proposes to continue
Wheeling Losses which are already approved in previous Tariff Orders.

. Additional Surcharge
Section 42(4) provides for the levy of Additional Surcharge to a consumer who
receives supply of electricity from a person other than the distribution licensee of
his area of supply. Regulation 14.8 of the MERC Distribution OA Regulations,
2016 outlines the principles for determination and levy of Additional Surcharge.

Particulars

FY 2023-24

FY 2024-25

Proposed Additional Surcharge (Rs./Unit)

1.42

1.40

. Tariff Applicability
Every consumer of electricity has a unique applicability of tariff, depending upon

MSEDCL
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the nature of power supply, purpose of power usage etc. which determines the
class of consumer or category of the consumer. The Hon’ble Commission has
accordingly classified the consumers of electricity into various categories
depending upon the nature of power supply i.e. (Low Tension or High Tension),
purpose of power/type of usage i.e. (Domestic, Non-domestic, Industrial,
Agricultural, etc.)

MSEDCL has examined the tariff applicability and based on the feedback
received during interactions with field officers, MSEDCL has proposed certain
modifications in applicability of tariff.

P. Tariff Schedule

A comparison of detailed Category/Sub-category wise Existing and Proposed
Energy Charges (excl. Wheeling Charges) is shown in tables below:

MSEDCL January 23 -17 -
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Comparison of Existing and Proposed Energy Charges (excl. Wheeling Charges) for HT Category
Existing Energy FY 2023-24 FY 2024-25
) Energy Charges (Rs/kVAh) Energy Charges (Rs/kVAh)
Particulars ChalgeSiIt % Change over % Change over
latest FAC g 9
Proposed FY 2022-23 Proposed FY 2023-24
(Rs./kVAh)
Approved Proposed
HT | HT - Industry
HT 8.24 9.32 13% 10.50 13%
EHV 8.24 9.32 13% 10.50 13%
HT | (B): HT - Industry (Seasonal)
HT 8.55 9.70 13% 10.90 12%
EHV 8.40 9.50 13% 10.60 12%
HT Ill: HT — Commercial
HT 13.15 14.80 13% 16.60 12%
EHV 13.10 14.80 13% 16.60 12%
HT Il : HT - Railways/Metro/Monorail
HT 7.66 8.70 14% 9.80 13%
EHV 8.21 8.70 6% 9.80 13%
HT IV: HT - Public Water Works and Sewage Treatment Plants
HT 7.42 8.40 13% 9.40 12%
EHV 7.37 8.40 14% 9.40 12%
HT V(A): HT - Agriculture Pumpsets
HT 4.34 4.80 11% 5.30 10%
EHV 4.34 4.80 11% 5.30 10%
HT V(B): HT - Agriculture - Others
HT 6.10 6.10 0% 6.70 10%
EHV 6.10 6.10 0% 6.70 10%
HT VI: HT - Group Housing Societies (Residential)
HT 6.70 7.60 13% 8.60 13%
EHV 6.80 7.60 12% 8.60 13%
HT VIII(A): HT - Public Services-Govt.
HT 8.89 10.10 14% 11.30 12%
EHV 9.24 10.10 9% 11.30 12%
HT VIII(B): HT - Public Services-Others
HT 10.71 12.10 13% 13.70 13%
EHV 10.61 12.10 14% 13.70 13%
HT IX: HT — Electric Vehicle (EV) Charging Station
HT 5.80 6.10 5% 6.40 5%
EHV 5.95 6.25 5% 6.60 6%
MSEDCL January 23 -18 -
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Comparison of Existing and Proposed Energy Charges (excl. Wheeling Charges) for LT Category (1/2)
Existing Energy FY 2023-24 _ FY 2024-25 _
i Energy Charges (Rs/Unit) Energy Charges (Rs/unit)
Particulars S i % Change over % Change over
latest FAC
(Rs/Unit) Proposed FY 2022-23 Proposed FY 2023-24
Approved Proposed

LT Residential

LT I(A): LT - Residential-BPL 1.41 1.53 9% 1.70 11%
LT I(B): LT - Residential

1-100 units 4.01 4.50 12% 5.10 13%
101-300 units 8.79 10.00 14% 11.50 15%
301-500 units 12.42 14.20 14% 16.30 15%
Above 500 units (Balance Units) 14.21 16.30 15% 18.70 15%
LT II: LT - Non-Residential

(A) 0—20 kW 8.47 9.60 13% 11.00 15%
(B): >20 kW and < 50 kW 12.94 14.90 15% 17.10 15%
(C): >50 kW 15.31 17.40 14% 20.00 15%
LT lll: LT - Public Water Works (PWW) & STP

(A): 0-20 kW 2.98 3.40 14% 3.90 15%
(B): >20 kW and < 40 kW 4.59 5.30 15% 6.10 15%
(C): >40 kKW 6.09 7.00 15% 8.00 14%
LT IV: LT - Agriculture

LT IV(A): LT - AG Un-metered - Pumpsets Rs./HP/Month Rs./HP/Month
Category 1 Zones (Above 1318 Hrs/HP/Annum)

(a) 0-5 HP 379 435 15% 500 15%
(b) Above 5 HP - 7.5 HP 407 470 15% 540 15%
(c) Above 7.5 HP 455 525 15% 605 15%
Category 2 Zones (Below 1318 Hrs/HP/Annum)

(a) 0-5 HP 287 330 15% 380 15%
(b) Above 5 HP - 7.5 HP 319 365 14% 420 15%
(c) Above 7.5 HP 367 420 14% 485 15%
LT IV(B): LT - Agriculture Metered Tariff - Pumpsets 2.35 2.70 15% 3.10 15%
LT IV(C): LT - Agriculture Metered — Others 3.94 4.50 14% 5.10 13%
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Comparison of Existing and Proposed Energy Charges (excl. Wheeling Charges) for LT Category (2/2)

Existing Energy FY 2023-24 : FY 2024-25 _
. Charges with Energy Charges (Rs/Unit) Energy Charges (Rs/unit)
Particulars latest FAC % Change over % Change over
(Rs/Unit) Proposed FY 2022-23 Proposed FY 2023-24
Approved Proposed
LT V: LT - Industry Total
(i): 0-20 KW 6.11 6.90 13% 7.90 14%
(ii): Above 20 KW 7.25 8.20 13% 9.40 15%
LT VI: LT - Street Light
(A): Grampanchayat; A B & C Class Municipal Council 6.10 7.00 15% 8.00 14%
(B): Municipal corporation Area 7.46 8.60 15% 9.90 15%
LT VII (A) - Public Services — Govt.
(i): =20 kW 3.83 4.40 15% 5.00 14%
(ii): >20 - < 50 kW 5.47 6.30 15% 7.20 14%
iii): >50 kW 6.88 7.90 15% 9.00 14%
LT VII (B) - Public Services - Others
(i): <20 kW 5.47 6.30 15% 7.20 14%
(ii): >20 - < 50 kW 8.68 10.00 15% 11.50 15%
iii): >50 kW 8.99 10.30 15% 11.80 15%
LT VIII - Electric Vehicle (EV) Charging Station 5.00 5.20 4% 5.40 4%
MSEDCL January 23 -20 -



X

Final True Up For FY 2019-20, FY 2020-21, & FY 2021-22

Provisional True Up For FY 2021-22 and

MAHAVITARAN Revised Projections & Tariff For FY 2023-24 to FY 2024-25
A State Electricity Di Co. Ltd.
Table of Contents
Comparison of Existing and Proposed Fixed Charges for HT Category
FY 2023-24 FY 2024-25
Existing Fixed Charges (Rs/kVA/mth) Fixed Charges (Rs/kVA/mth)
Particulars Fixed Charges % Change over % Change over
(Rs/kV A/mth) Proposed FY 2022-23 Proposed FY 2023-24
Approved Proposed
HT | HT - Industry
HT, EHV 454 510 12% 572 12%
HT 1 (B): HT - Industry (Seasonal)
HT, EHV 454 510 12% 572 12%
HT II: HT — Commercial
HT, EHV 454 510 12% 572 12%
HT Ill : HT - Railways/Metro/Monorail
HT, EHV 454 510 12% 572 12%
HT IV: HT - Public Water Works and Sewage Treatement Plants
HT, EHV 454 510 12% 572 12%
HT V(A): HT - Agriculture Pumpsets
HT, EHV 80 89 11% 100 12%
HT V(B): HT - Agriculture - Others
HT, EHV 80 89 11% 100 12%
HT VI: HT - Group Housing Societies (Residential)
HT, EHV 362 406 12% 455 12%
HT VIII: HT - Public Services
HT VIII(A): HT - Public Services-Govt.
HT, EHV 454 510 12% 572 12%
HT VIII(B): HT - Public Services-Others
HT, EHV 454 510 12% 572 12%
HT IX: HT — Electric Vehicle (EV) Charging Station
HT, EHV 70 76 9% 84 11%
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Comparison of Existing and Proposed Fixed Charges for LT Category (1/2)
FY 2023-24 FY 2024-25
Existing Fixed Charges Fixed Charges
Particulars Unit Fixed % Change over % Change over
Charges Proposed FY 2022-23 Proposed FY 2023-24
Approved Proposed

LT Residential

LT I(A): LT - Residential-BPL Rs/conn/mth 28 32 14% 36 13%
LT I(B): LT - Residential

1-100 units Rs/conn/mth 105 118 12% 132 12%
101-300 units Rs/conn/mth 105 118 12% 132 12%
301-500 units Rs/conn/mth 105 118 12% 132 12%
Above 500 units (Balance Units) Rs/conn/mth 105 118 12% 132 12%
Three Phase Charges Rs/conn/mth 350 393 12% 439 12%

LT Il: LT - Non-Residential

(A) 0 —20 kW Rs/Conn/mth 427 480 12% 538 12%
(B): >20 kW and < 50 kW Rs/kVA/mth 427 480 12% 538 12%
(C): >50 kW Rs/kVA/mth 427 480 12% 538 12%

LT lll: LT - Public Water Works (PWW) & STP

(A): 0-20 kW Rs/kVA/mth 106 119 12% 133 12%
(B): >20 kW and < 40 kW Rs/kVA/mth 129 144 12% 160 11%
(C): >40 kW Rs/kVA/mth 160 178 11% 198 1%
LTIV: LT - Agriculture

LT IV(B): LT - Agriculture Metered Tariff - Pumpsets Rs/HP/mth 43 47 9% 51 9%

LT IV(C): LT - Agriculture Metered — Others Rs/kW/mth 117 130 11% 145 12%
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Comparison of Existing and Proposed Fixed Charges for LT Category (2/2)
FY 2023-24 FY 2024-25
Existing Fixed Charges Fixed Charges
Particulars Unit Fixed % Change over % Change over
Charges Proposed FY 2022-23 Proposed FY 2023-24
Approved Proposed
LT V: LT - Industry Total
(i): 0-20 KW Rs/Conn/mth 482 542 12% 608 12%
(ii): Above 20 kW Rs/kVA/mth 321 360 12% 404 12%
LT VI: LT - Street Light
(A): Grampanchayat; A B & C Class Municipal Council Rs/kW/mth 117 131 12% 147 12%
(B): Municipal corporation Area Rs/kW/mth 117 131 12% 147 12%
LT VII (A) - Public Services — Govt.
(i): < 20 kW Rs/Conn/mth 353 396 12% 444 12%
(ii): >20 - < 50 kW Rs/kVA/mth 353 396 12% 444 12%
iii): >50 kW Rs/kVA/mth 353 396 12% 444 12%
LT VIl (B) - Public Services - Others
(i): < 20 kW Rs/Conn/mth 384 430 12% 482 12%
(ii): >20 - < 50 kKW Rs/kVA/mth 384 430 12% 482 12%
iii): >50 kW Rs/kVA/mth 384 430 12% 482 12%
LT VIl — Electric Vehicle (EV) Charging Station Rs/kVA/mth 70 78 11% 87 12%
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MSEDCL requests Hon’ble Commission to approve the tariff considering the
Tariff Design principles and Other suggestions made by MSEDCL.

Q. Average Tariff Hike
Following table provides the average tariff hike for the Control Period.

Rs. Crs
Based on Proposed | Proposed
Particulars Approved tariff for for for

FY 22-23 incl. FAC | FY 23-24 FY 24-25

ABR in Rs./Unit 7.79 8.90 9.92
Y-o-Y Rise in ABR 14% 11%
R. Prayers

MSEDCL most respectfully prays to the Hon’ble Commission:

1. To admit the MTR Petition as per the provisions of the MERC (MYT)
Regulations 2019 and consider present Petition for further proceedings before
Hon’ble Commission;

2. To approve the total recovery of Aggregate Revenue Requirement and
revenue gap for FY 2019-20 to FY 2024-25 along with other claims as
proposed by MSEDCL in the present Petition;

3. To allow the carrying cost on the proposed recovery required during the
balance years of this control period;

4. To approve mechanism for recovery of computed revenue gap along with
carrying cost and Tariff Schedule considering the Tariff Design principles and
other suggestions proposed by MSEDCL,;

5. To allow actual Interest on Working Capital requirements for FY 2020-21 on
account of COVID-19 period.

6. To approve Cross Subsidy Surcharge and all such other charges including
wheeling charges and wheeling losses for Open Access consumers as
proposed;

7. To approve the suggested categorization for different type of activities as
proposed by MSEDCL,;

8. To consider the incentives/rebates proposed as part of ARR;

9. To rationalize the incentives and penalties as proposed by MSEDCL,;

10.To approve the schedule of charges as proposed by MSEDCL,;

11.To approve the CAPEX and Capitalisation as submitted by MSEDCL;

12.To approve the OPEX schemes and expenses as proposed by MSEDCL,;
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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.
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1 BACKGROUND

1.1 Introduction

1.1.1 Maharashtra State Electricity Distribution Co. Ltd. (hereinafter referred to as
‘MSEDCL” or “The Company” or “The Petitioner”) has been incorporated
under the Companies Act, 1956 pursuant to decision of Government of
Maharashtra to reorganize erstwhile Maharashtra State Electricity Board
(“MSEB”). The said reorganization of the MSEB has been done by
Government of Maharashtra pursuant to “Part XIll — Reorganization of Board”
read with section 131 of The Electricity Act 2003. MSEDCL has been
incorporated on 31.5.2005 with the Registrar of Companies, and has obtained
Certificate of Commencement of Business on 15.09.2005. MSEDCL is
functioning in accordance with the provisions envisaged in the Electricity Act,
2003 (“the Act”) and is engaged, within the framework of Electricity Act, 2003,
in the business of distribution of electricity to its consumers situated over the
entire State of Maharashtra, except Mumbai City & its suburbs (excluding
Mulund & Bhandup).

1.1.2 The Maharashtra Electricity Regulatory Commission (hereinafter referred to
as “MERC” or “Hon’ble Commission”) is an independent statutory body
constituted under the provisions of the Electricity Regulatory Commissions
(ERC) Act, 1998, which was superseded by Electricity Act (EA), 2003. Hon’ble
Commission is continued as provided under Section 82 of the EA, 2003.
Hon’ble Commission is vested with the authority regulating the power sector
in the State inter alia including setting of tariff for electricity consumers.

1.1.3 The Hon’ble Commission has issued MERC (Multi Year Tariff) Regulations
2019 (hereinafter to be referred to as MYT Regulations 2019) for the 4"
Control Period (FY 2020-21 to FY 2024-25) on 1% August 2019. These
Regulations have come into force from 1% August 2019.

1.2 Provisions of Law

1.2.1 The MERC (MYT) Regulations, 2019, issued by the Hon’ble Commission
provide the framework under which the licensees have to operate along with
determination of Aggregate Revenue Requirement, Tariff, etc. The MYT
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Regulations, 2019 provide for the Petitions to be filed in the Control Period.
Regulation 5.1(b) provides for the Mid-Term Review Petition. The key
provisions of the said Regulation are reproduced below for reference.

“6.1 The Petitions to be filed in the Control Period under these Regulations
are as under:
Multi-Year Tariff Petition, ....

(@)

(b)

Mid-Term Review Petition, which is complete in all aspects as
per these Regulations, shall be filed by November 1, 2022 by
Generating Companies, Transmission Licensees and SLDC,
and by November 30, 2022, by Distribution Licensees,
comprising:

I

Ii.

fif.

iv.

Truing-up for FY 2019-20 to be carried out under the
Maharashtra Electricity Regulatory Commission (Multi
Year Tariff) Regulations, 2015;

Truing-up for FY 2020-21 and FY 2021-22 to be carried
out under the Maharashira Electricity Regulatory
Commission (Multi Year Tariff) Regulations, 2019;
Provisional Truing-up for FY 2022-23 to be carried out
under the Maharashtra Electricity Regulatory Commission
(Multi Year Tariff) Regulations, 2019;

Revised forecast of Aggregate Revenue Requirement,
expected revenue from existing Tariff and charges,
expected revenue gap, and proposed category-wise Tariff
for the fourth and fifth year of the Control Period;”

1.2.2 As per the provisions of Regulation 5.1(b) of the said Regulations, Distribution
Licensee has to file Mid-Term Review Petition (MTR Petition) by 30"
November, 2022. Accordingly, MSEDCL is submitting this Mid-Term Review
Petition as per provisions of MYT Regulations, 2019.

1.2.3 Further, Regulation 8.2 provides for scope of the Mid-Term Review Petition.
The key provisions of the said Regulation are reproduced below for reference.

MSEDCL
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‘8.2 The scope of the Mid-term Review shall be a comparison of the actual
operational and financial performance vis-a-vis the approved forecast
for the first three years of the Control Period; and revised forecast of
Aggregate Revenue Requirement, expected revenue from existing
Tariff, expected revenue gap, and proposed category-wise Tariffs for
the fourth and fifth year of the Control Period:

Provided that as part of the Mid-term Review, the Commission may
inter-alia modify the category-wise sales, power purchase expenses,
O&M expenses, capital expenditure related expenses, principles/basis
of tariff categorisation, applicability of charges, Generation Tariff,
Transmission Tariff, Wheeling Charges, and category-wise Tariff, as
considered appropriate based on the data made available for the first
three years of the Control Period:

Provided further that necessary justification for the modifications made
in the Mid-term Review shall be elaborated in the Mid-term Review
Order.”

1.3 Provisions of Law

1.3.1 Hon’ble Commission has issued Order dated 30" March, 2020 in Case No.
322 of 2019 (herein after referred as “MYT Order”) for True-up for FY 2017-18
and FY 2018-19, Provisional True up for FY 2019-20 and ARR and Tariff of
Control Period from FY 2020-21 to FY 2023-24.

1.3.2 MSEDCL hereby submits the Petition under Section 62 of the Electricity Act,
2003 and MERC (MYT) Regulations, 2015 for True-up for FY 2019-20, and
MERC (MYT) Regulations, 2019 for True-up for FY 2020-21 & FY 2021-22,
Provisional True up for FY 2022-23 based on latest information for year and
Revised Projections for the period FY 2023-24 to FY 2024-25 based on
estimates/ projections. The Regulatory Formats are annexed as Annexure 1
to this Petition. MSEDCL is also submitting the Annual Accounts for the period
1%t April 2019 to 31" March 2020, 1°' April 2020 to 31%' March 2021 and 1%
April 2021 to 31" March 2022 duly audited by the statutory auditors for the
purpose of truing up of expenses and revenue for FY 2019-20, FY 2020-21
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and FY 2021-22 annexed as Annexure 2, Annexure 3 and Annexure 4
respectively to this Petition. As per Indian Accouting Standard — (Ind AS) 8 —
Accounting Policies, Changes in Accounting Estimated and Errors, if any error
or omission result in prior period expenses then, such prior period expenses
shall be adjusted in the year in which pertains. The Audited Annual Accounts
for FY 2019-20 was restated during approval of Audited Annual Accounts for
FY 2020-21 & FY 2021-22. Further, the Audited Annual Accounts for FY
2020-21 was restated during aporval of Audited Annual Acccounts for FY
2021-22. The copy of restated Audited Accounts for FY 2019-20 and FY
2020-21 annexed as Annexure 13. The same may please be referred
wherever required.

1.3.3 MSEDCL is also filing the provisional True up for FY 2022-23 based on latest
available information for FY 2022-23 and Revised Projections for the period
from FY 2022-23 to FY 2023-24 based on the estimates/ projections provided
in this Petition.

1.4 Appeal No. 280 of 2019 before the Hon’ble APTEL, New Delhi

1.4.1 MSEDCL submits that on 29" October, 2018, it had filed Petition for review of
certain aspects of the Mid-Term Review (MTR) Order dated 12" September,
2018 in Case No. 195 of 2017. Hon’ble Commission disposed of the said
Petition vide its Order No. 321 of 2018 dated 24™ December 2018 and partly
allowed the certain contentions of MSEDCL. However, aggrieved by the
rulings of Hon’ble Commission, MSEDCL preferred an appeal before the
Hon’ble APTEL, New Delhi (Appeal No. 280 of 2019) on following major
grounds.

a) Non-consideration of MSEDCL proposal for revision in definition of
Billing Demand;

b) Capping Cross Subsidy Surcharge to 20% of Average Tariff;

c) Non-consideration of approved trajectory of distribution loss for
computation of sharing of Gains and Losses for FY 2016-17;

d) Non-consideration of MSEDCL submission for mandatory Standby
Arrangement for SEZ and Deemed Licensees;

e) Difference in opening normative equity for FY 2015-16 as submitted in
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MTR Petition and as approved in MTR Order.

1.4.2 MSEDCL is submitting the current Petition without prejudice to any of its right
and contentions taken by MSEDCL in said Appeal and MSEDCL reserves its
right to again approach the Hon’ble Commission depending upon the final
decision of the Hon’ble APTEL, New Delhi in said Appeal.

1.5 Appeal No. 65 of 2022 before the Hon’ble APTEL, New Delhi

1.5.1 Hon’ble Commission has issued MYT Order dated 30" March, 2020 in Case
No. 322 of 2019 for True-up for FY 2017-18 and FY 2018-19, Provisional True
up for FY 2019-20 and ARR and Tariff of Control Period from FY 2020-21 to
FY 2023-24. MSEDCL submits that on 14.05.2020 it had filed Petition for
review of certain aspects of the MYT Order dated 30" March 2020 in Case
No. 322 of 2019. Hon’ble Commission disposed of the said Petition vide its
Order in Case No. 84 of 2020 dated 30" June 2020 and partly allowed the
certain contentions of MSEDCL. However, aggrieved by the ruling of Hon'’ble
Commission, MSEDCL preferred an Appeal No. 65 of 2022 (DFR No. 318 of
2020) against the Hon’ble Commission Review Order dated 30™ June 2020 in
Case No. 84 of 2020 as well against Hon’ble Commission MYT Order dated
30" March 2020 in Case No. 322 of 2019 on following major grounds:

a) Revision in Ag sales estimation for FY 2017-18 and FY 2019-20
b) Ag Sales re-assessment for the year prior to FY 2019-20

c) Relative reduction of Ag sales for FY 2019-20 than that for FY 2018-19

d) Grant of consequential impact on Gross Fixed Assets (GFA) i.e.,

depreciation, interest on loan and equity from FY 2007-08 onwards.

1.5.2 MSEDCL is submitting the current petition without prejudice to any of its rights
and contentions taken by MSEDCL in said Appeal and MSEDCL reserves its
right to again approach the Hon’ble Commission depending upon the final
decision of Hon’ble APTEL in said Appeal.
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2 FINAL TRUE UPFOR FY 2019-20

2.1 Preamble

2.1.1 This section outlines the actual performance of MSEDCL for the FY 2019-20.
MSEDCL hereby submits final True Up for FY 2019-20 comparing the actual
audited data for FY 2019-20 with those approved by the Hon’ble Commission
vide MYT Order dated 30™ March 2020 in Case no. 322 of 2019.

2.1.2 The Board of Directors of MSEDCL has approved the Audited Annual
Accounts for the period April 2019 to March 2020 and Statutory Auditors M/s.
CNK & Associates LLP, M/s. Shah & Taparia and M/s. Kalyaniwalla & Mistry
LLP have audited the Accounts vide report dated 11/12/2020 attached as
Annexure 1 to this Petition. Subsequently, this Audited Annual Accounts for
FY 2019-20 was restated during approval of Audited Annual Accounts for FY
2020-21 & FY 2021-22. MSEDCL hereby proposes to true up its expenses
and revenues based on the said Audited Accounts for FY 2019-20. As per
Indian Accouting Standard — (Ind AS) 8 — Accounting Policies, Changes in
Accounting Estimated and Errors, if any error or omission result in prior period
expenses then, such prior period expenses shall be adjusted in the year in
which pertains. The Audited Annual Accounts for FY 2019-20 was restated
during approval of Audited Annual Accounts for FY 2020-21 & FY 2021-22.
The copy of restated Audited Accounts for FY 2019-20 and FY 2020-21
annexed as Annexure 13. The same may please be referred wherever
required.

2.1.3 Following sections outline the deviations in actual expenses/revenue for FY
2019-20 based on the Audited Accounts of MSEDCL in comparison with the
expenses/revenue approved by the Hon’ble Commission vide MYT Order
dated 30" March 2020.

2.2 Principles of Truing-up for FY 2019-20

2.2.1 MSEDCL submits that the MERC (Multi Year Tariff) Regulations, 2019
specifies that the Mid-Term Review Petition shall comprise of Truing up for FY
2019-20 which has to be carried out based on the provisions of the MERC
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(Multi Year Tariff) Regulations, 2015.

2.2.2 In line with the provisions of MERC (Multi Year Tariff) Regulations, 2019,
MSEDCL has computed this Truing-up for FY 2019-20.

2.3 Category Wise Sales for FY 2019-20

2.3.1 Category wise actual sales for FY 2019-20 for MSEDCL excluding all

Distribution Franchisee have been summarized in the following table:
Table 1: Category wise sales for FY 19-20

Sales (MUs)
Category FY 2019-20 FY 2019-20 Deviation
(Approved) (Actual)

Residential 20,747.29 20,044.65 (702.64)
Commercial 7,745.71 7,302.18 (443.52)
HT-Industrial 30,9083.47 29,928.40 (975.07)
LT-Industrial 7,004.10 6,811.33 (192.77)
PWW 2,348.25 2,379.09 30.84
Street Light 1,817.36 1,860.27 42.91
Agriculture 24,551.31 29,246.05 4,694.74
Public Services 1,472.76 1,477.59 4.84
Railways 64.23 71.06 6.83
Others 698.57 670.47 (28.09)
MSEDCL Excl. DF 97,353.03 99,791.09 2,438.06

2.3.2 MSEDCL submits that during the MYT Process, it had submitted the
provisional information available for FY 19-20 at the time of filing of the MYT
Petition. Subsequently, the actual figures were available and Audited
Accounts for FY 19-20 of MSEDCL were finalized. Accordingly, MSEDCL’s
actual Sales for FY 2019-20 is 99,791.09 MUs (excluding the Franchisee
Sales).

Issues related to re-assessment of Ag Sales for Past period

2.3.3 MSEDCL has already filed an Appeal No. 65 of 2022 (DFR No. 318 of 2020)
against the Hon’ble Commission Review Order dated 30" June 2020 in Case
No. 84 of 2020 as well as against Hon’ble Commission MYT Order dated 30"
March, 2020 in Case No. 322 of 2019 in which following issues related to Ag
sales are raised:
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a) Revision in Ag sales estimation for FY 2017-18 and FY 2019-20
b) Ag Sales re-assessment for the year prior to FY 2019-20
c) Relative reduction of Ag sales for FY 2019-20 than that for FY 2018-19

2.3.4 As abovementioned appeal No. 65 of 2022 (bearing DFR No. 318 of 2020) is
already pending before the Hon’ble APTEL, the issues raised in the said
appeal have not been again raised in the present petition except to the extent
of Hon’ble Commission ruling produced below. Hon’ble Commission in MYT
Order dated 30™ March, 2020 in Case No. 322 of 2019 has ruled as under:
“6.3 Distribution Loss for FY 2019-20
5.3.5 The Commission would undertake a detailed review of the

operationalisation of Feeder Input based methodology of
determination of AG Sales at the time of MTR, as per roadmap and
action plan put in place by MSEDCL. The outcome of results and
methodology finalised through this AG exercise shall form the basis for
approval of AG sales from FY2019-20 to 2021-22 during truing up
exercise to be carried out at time of MTR.”

2.3.5 In case of above Appeal No. 65 of 2022 (bearing DFR No. 318 of 2020)
getting finality before the issuance of the Order in the present matter, Hon’ble
Commission is hereby requested to incorporate the impact/relief while dealing
the present matter. MSEDCL is submitting the current petition without
prejudice to any of its rights and contentions taken by MSEDCL in said Appeal
and MSEDCL reserves its right to again approach the Hon’ble Commission
depending upon the final decision of Hon’ble APTEL in said Appeal.

2.3.6 Accordingly, MSEDCL most earnestly requests the Hon’ble Commission to
approve the Sales for FY 19-20 as submitted above.

2.4 Distribution Losses for FY 2019-20

2.4.1 In MYT Order dated 3" November, 2016 in Case No. 48 of 2016, the Hon’ble
Commission had approved distribution loss of 13.26% (excluding EHV Sales)
for FY 19-20. In MTR Order dated 12" September 2018 in Case No. 195 of
2017, the Hon’ble Commission continued to approve the same distribution
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loss as approved in the last MYT Order. In recent MYT Order dated 30"
March 2020 in Case No. 322 of 2019, the Hon’ble Commission restated the
distribution loss of 18.26% based on the provisional true-up for FY 2019-20. It
is submitted that the actual distribution loss (excluding EHV sales) achieved
by MSEDCL for FY 2019-20 is 17.09% which is less by (1.17%) than that of
the Distribution Loss level approved by the Hon’ble Commission in MYT
Order.

Table 2: Distribution Losses for FY 19-20

Particulars el I e ot
(Approved) (Actual)
Distribution Loss 18.26% 17.09% (1.17%)

2.4.2 MSEDCL endeavours for taking Distribution Losses to the lowest possible
level. MSEDCL has achieved a significant reduction in distribution losses
during recent years. However, loss reduction is a slow process and becomes
increasingly difficult as the loss levels come down. The change in sales mix
also impacts the distribution losses. MSEDCL requests the Hon'ble
Commission to approve the actual Distribution Loss as achieved by MSEDCL.

2.5 Energy Balance for FY 2019-20

2.5.1 The quantum of sales as shown in Table 3 is 99,791.09 MUs, representing
the sales of MSEDCL excluding the sales in the areas served by Distribution
Franchisees. As per the methodology adopted by the Hon’ble Commission for
calculating energy balance of MSEDCL as a whole, the sale to the consumers
within the Distribution Franchisee area has also been considered. Therefore,

energy available for sale for FY 2019-20 is computed as below:
Table 3: Energy Available for Sales for FY 19-20

MUs

Particulars FY2019-20 | FY'2019-200 | b oction

(Approved) (Actual)

Energy Sales by MSEDCL for FY 2019-20 97,353.03 99,791.09 2,438.06
Add: Category wise sales in DF area 4,710.04 3,844.49 (865.55)
Add: Solar Offset Units 73.89 76.24 2.35
Add: OA Sales (Conventional) 3,983.40 3,342.82 (640.58)
Add: Renewable OA 859.40 813.11 (46.29)
Total Energy Sales 1,06,979.75 1,07,867.75 887.99
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2.5.2 MSEDCL submits that the total energy sales for FY 2019-20 is 1,07,867.75
MUs as compared to 1,06,979.75 MUs which was approved by the Hon’ble
Commission in MYT Order dated 30™ March 2020. The Hon’ble Commission
is requested to allow the same.

2.5.3 MSEDCL further submits that it is procuring power from various Sources
including MSPGCL, CGS including nuclear power plants, Traders, IPPs and
Renewable Sources. It would be very difficult to differentiate which power is
coming from which source at Transmission periphery. Hence, an average
inter-state loss for the whole year is considered for power sourced from
outside the State of Maharashtra.

2.5.4 MSEDCL also submits that data of metered energy is available at 3 points: at
bus-bar of the generating station, at T <> D interface i.e. at Distribution
Periphery and sales at consumer end. It is further to state that to calculate
Distribution Loss, it considers metered energy.

2,55 MSEDCL submits that power purchased or scheduled from Inter State
Transmission network is scheduled by Western Region Load Dispatch Centre.
The power purchase from inter State can be grouped under following

categories.
Type Purchase Include power from
(Inter State Generating Station ) ISGS NTPC, NPCIL, SSP, Pench, CGPL
Long Term Access (LTA) i.e. IPP EMCO
STOA Short term  bilateral  power

purchase, Power purchase through
Power Market like |IEX, Banking
Arrangement.

2.5.6 MSEDCL submits that based on the power scheduled at generator bus for
Maharashtra is available as Full Schedule on WRLDC web based scheduling
software. Similarly, power scheduled at Maharashtra state periphery is
available as Net schedule on WRLDC web based scheduling software.
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2.5.7 In case of Tarapur Atomic Power Station of NPCIL (TAPS 1&2) which is
considered as ISGS station but connected to Maharashtra State STU network
for power evacuation. Hence for scheduling of power to Maharashtra, no PoC
/ scheduling loss is considered. Similarly, EMCO Warora is located in
Maharashtra but this generating station is connected to ISTS network. Hence
power is scheduled by WRLDC.

2.5.8 For interstate loss computation, power scheduled from ISGS station, CGPL,
EMCO, SSP, Pench & short term through Inter-state network i.e. whose
scheduling done by RLDC is taken into consideration.

2.5.9 MSEDCL also purchase power from power market mainly Indian Energy
Exchange as per requirement to meet demand or for cost optimization. The
power purchase from Indian Energy Exchange is at Regional periphery and
drawal losses are applicable for energy purchased from IEX to compute
energy available at Maharashtra State periphery.

2.5.10 Further MSEDCL also had agreements for banking of power from States like
Haryana, Himachal Pradesh, Punjab and Andhra Pradesh etc. In banking
arrangement, Power transactions are settled at Regional Periphery and
concern DISCOMs has to bear Drawal loss when receiving power from other
DISCOM and has to bear injection loss when delivering power to other
DISCOM.

2.5.11 MSEDCL submits that the surplus power traded at Exchange is billed at
Regional Periphery and bilateral power traded is billed at STU periphery. The
quantum of 841 MUs shown under ‘Surplus Energy Traded’ is the actual
energy traded by MSEDCL at STU periphery during FY 19-20.

2.5.12 As per latest DSR available, Ul for FY 19-20 is considered as (1,734.30)
MUs. MSEDCL submits that the WRLDC provides web based scheduling
reports on HTTP:/SCHEDULING.WRLDC.IN/WBES/ACCOUNT/LOGIN. This site
provides the details of full schedule and net schedule from each Inter State
Generating Station (ISGS). The WRLDC uses this data for loss calculation.
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Further, WRPC prepares the REA from this data which forms the basis of
billing for ISGS. MSEDCL prepared the cumulative information for FY 19-20
based on these reports. Considering the energy at ex bus bar and energy
received at STU periphery from these reports, MSEDCL has considered the

inter-state transmission losses as 2.95%.
Table 4: Inter-State transmission loss for FY 19-20

At regional | Energy Received
. . . Interstate
Source of Power (Station wise) | Periphery at State Loss
(MUs) Periphery (MUs)
NTPC 28671.52 27723.12 3.3%
NPCIL 5163.56 5066.21 1.9%
SSP 1080.08 1080.22 0.0%
Pench 72.37 72.38 0.0%
EMCO Power 1412.71 1365.60 3.3%
CGPL 5017.40 4869.72 2.9%
Short Term Power Purchase 1450.82 1428.30 1.6%
Total Power Scheduled from 49868.47 41605.56 2.95%
Inter State Source

2.5.13MSEDCL further submits that the MSLDC computes the Intra State
Transmission System (InSTS) Grid Loss based on the Energy Input and
Energy Output. This is grid loss for the Maharashtra Transmission System
and not for MSEDCL. Hence, considering the fact that Grid Loss cannot be
same for all Distribution Licensees, MSEDCL has computed Intra-State
Transmission losses separately. Power purchase, sales and energy at
Distribution Periphery being metered figures in this petition, Intra State losses
is the number which is required to be computed.

2.5.14 MSEDCL submits that it has considered a normative loss of 6% as considered
by the Hon’ble Commission in MYT Order for computing the input for OA
consumption.

2.5.15 Considering the energy available for sale for FY 2019-20 as shown in Table 3,
the energy balance for MSEDCL is calculated. The following table shows the
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energy balance for FY 19-20.
Table 5: Energy Balance for FY 19-20

Sr. . . FY 2019-20
No. Particulars Calculation UoM MYT Order Actual
1 |LT Sales (Including D.F) a MU 64,042 67,058
3 |HT Sales excluding EHV level sales (Including D.F) b MU 28,195 27,708
4 |HT/LTIP Credit Sales and HT/LT Offset Export Solar units [ MU 74 76
4 |Total Sales including D.F (Excluding EHV Sales) d=a+b+c MU 92,311 94,843
5 |OA Sales (Renewables) e MU 859 813
6 |OA Sales (Conventional) f MU 3,983 3,343
7 |Retail Energy Sale to Consumers (Excluding EHV Sales) A=d+e+f MU 97,154 98,999
8 |[Total Power Purchase B=g+h MU - 1,32,020
9 |Power Purchase Quantum from Intra-State sources g MU - 89,150
10 |Power Purchase Quantum from Inter-State sources h MU - 42,870
11 _|Inter-State Losses i % - 2.95%
12 | Power Purchase Quantum from Inter-State sources at MS Periphery j=h*(1-i) MU - 41,607
Add: FBSM [ - (1,734.30)
13 |Power Quantum handled at Maharashtra Periphery I=g+j+k MU - 1,29,023
14 |Infirm Non-PPA Wind Power m MU - 865.01
15 |Input for OA Consumption n=f/(1-6%) MU - 3,556.19
16 |Total Power Purchase Quantum Handled o=l+m+n-w MU - 1,32,932
17 |Surplus Power Traded p MU - 841
18 [Energy Requirement at G<>T Periphery q=0-p MU - 1,32,092
19 |Intra-State Transmission Loss r % 0.00% 3.28%
20 |Intra-State Transmission Loss s=q‘r MU - 4,329
21 |Net Energy requirement at T<>D Periphery t=g-s MU 1,28,106 1,27,762
22 |EHV Sales u MU 9,825 8,869
23 |Net Energy Available for Sale at 33kV v=t-u MU 1,18,281 1,18,893
24 |Energy injected and drawn at 33kV w MU 573 512
25 Total Energy Available for Sale at 33kV (Metered Energy at EHV Covaw MU 1,18,854 119,406
and 33 kV Input)
26 |Distribution Loss (Excl. EHV Sales) D=C-A MU 21,700 20,407
27 |Distribution Loss (Excl. EHV Sales) E=D/C % 18.26% 17.09%

2.5.16 MSEDCL requests the Hon’ble Commission to approve the Energy Balance
for FY 19-20 as submitted by MSEDCL in above table.

2.6 Power Purchase Expenses for FY 2019-20

2.6.1 MSEDCL has following sources of firm power viz.
e Maharashtra State Power Generation Company Limited (MSPGCL)
e Purchase from Central Generating Stations
e |PPs (JSW (Ratnagiri), Mundra UMPP CGPL, Adani Power Limited,
Rattanindia Limited, Emco Power Limited etc.)

2.6.2 MSEDCL also buys power from other sources such as Sardar Sarovar and
Pench Hydro project, renewable sources including co-generation, Wind power
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and Solar.

2.6.3 In addition to the above sources, in case of any shortfall from approved
sources, when demand exceeds availability or for cost optimization, MSEDCL
sources power from exchange/Traders or other sources at the market price
through competitive bidding in accordance with the Guidelines of MoP.

2.6.4 Following table summarizes the source wise power purchase done by
MSEDCL during the FY 19-20.
Table 6: Power Purchase Expenses for FY 19-20

PP Quantum (MUs) PP Cost (Rs. Cost) PP Cost (Rs. /Unit)
Approved . N
Source T . Approved in i Approved in i

lg x:;l’ Actual Deviation MYT Order Actual Deviation MYT Order Actual | Deviation
MSPGCL 47,840.33 49,391.74 1,551.41 20,238.13 21,871.72 1,633.59 4.23 4.43 0.20
NTPC 26,638.65 28,671.64 2,032.99 10,452.18 10,430.64 (21.54) 3.92 3.64 (0.29)
NPCIL 5,612.76 5,163.56 (449.20) 1,615.18 2,085.00 469.82 2.88 4.04 1.16
SSP 1,043.46 1,080.08 36.62 213.91 221.42 7.51 2.05 2.05 -
Pench 91.58 72.37 (19.21) 18.77 14.84 (3.94) 2.05 2.05 0.00
Dodson 34.68 45.62 10.94 14.67 16.24 1.57 4.23 3.56 (0.67)
JSW 2,120.32 1,952.79 (167.5) 725.07 685.95 (39.12) 3.42 3.51 0.09
CGPL 4,696.92 5,017.40 320.48 1,350.07 1,437.47 87.40 2.87 2.86 (0.01)
Adani Power 19,710.82 22,019.09 2,308.27 7,496.65 11,246.72 3,750.07 3.80 5.11 1.30
EMCO Power 1,331.67 1,413.87 82.20 569.08 685.16 116.08 4.27 4.85 0.57
Rattan India 3,356.11 2,904.83 (451.28) 2,122.00 1,971.09 (150.91) 6.32 6.79 0.46
Renewable 15,718.00 12,826.99 (2,891.01) 7,761.79 6,818.47 (943.32) 4.94 5.32 0.38
Traders 571.42 1,451.02 879.60 224.84 517.10 292.26 3.93 3.56 (0.37)
RECs - - -
Other Adjsutments - - - -
PGCIL Charges - - 3,163.31 3,902.34 739.04
FBSM - - - - (9.08) (9.08)
Intra State Purchase 9.33 9.33 1.98 8.59 6.61
Rebate - (6.45) (6.45)
Total Power Purchase 1,28,767 1,32,020 3,254 55,968 61,897 5,930 4.35 4.69 0.34

2.6.5 In the following paragraphs, the detailed reasons for variation in the power
purchase quantum and cost are provided.

a) MSPGCL: Due to coal shortage MSEDCL has purchased power from
Bhusawal 4 & 5, Nashik — 3, 4 & 5, Paras — 3, Parli 6-7 & Parli
Replacement U-8 which are not in approved MoD stack. Hence, the
actual Mus from MSPGCL generating units increased as compared to
approved 9,656 Mus. Further, FAC upto January 20 is Rs. 2,103.28 Cr

b) Central Sector: Due to coal shortage MSEDCL has purchased power
from Mauda, NTPC Solapur and Gadarwara which are not approved in
MoD stack. Further, incentive, ED, Cess, ECR revision not approved in
MYT Order paid as per CERC Order for NTPC stations amounting to
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Rs. 46.41 Crs.

c) JSW: Variable charges are increased more than that approved one
(i.e., 2.32 against 2.08). This is because of increase in escalation index
of coal.

d) CGPL: MSEDCL paid change in law claims of Rs. 97 Crs. on account
of GST

e) Adani Power Maharashtra Limited: Rs. 1,680 Crs. are considered
against claim under SHAKTI Policy viz. Rs. 68 Crs (in case of APML
125 MW), Rs. 719 Crs (In case of APML 1320 MW), Rs. 653 Crs (in
case of APML 1200 MW) and Rs. 240 Crs (in case of APML 440 MW).
In case of APML 1320 MW, Rs. 1,663.5 Crs are considered against
domestic coal shortfall (for 800 MW portion of 1320 MW). In case of
APML 440 MW, actual fixed charges are Rs. 447 Crs as against
approved amount of Rs. 77 Crs.

f) EMCO Power: Transmission charges increased by Rs. 38 Crs. than
that of approved of Rs. 84 Crs. Further, payment on account of new
change in law event such as BSS, DS evacuation facility charges paid
during current year. Further, an amount of Rs. 56.40 Crs paid so as to
make 50% payment under NCDP Policy.

g) Rattanindia Power: Units are not in approved MoD stack, however, due
to increased demand power scheduled during the period.

h) Short Term: Due to increase in demand short term power was
procured.

i) Dodson II: Supplementary capacity incentive of Rs. 1.31 Crs paid for
FY 2018-19.

j) Renewable Energy:

Non-Solar:

i. Reason for less generation as compared to MYT is due to less
generation from the bagasse based co-generation projects.
There was drought situation in the districts such as
Ahmednagar, Solapur and Marathwada region due to which
crushing was less and also generation was less by around 50%
as compared to previous year i.e. FY 2018-19. Many of the
sugar factories were not even started crushing. Whereas some
of the districts such as Kolhapur, Sangli and Satara were
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flooded. Due to water logging in this area for very longer period,
the crop was damaged and hence, there was less crushing and
eventually less generation.

ii. Increase in rate is due to increase in variable cost in respect of
Bagasse and biomass by Rs. 0.21 per unit and Rs. 0.26 per unit
respectively.

ii.  Due to pandemic situation of COVID-19 scheduled commercial
operation date of about 726 MW wind power projects (which
were contracted in FY 2018-19) has been extended almost one
and half years and hence, less power received in FY 2019-20.

Solar:

i. While approving the monthly power purchase from solar
generator it was considered that 1501 MW and 862 MW new
capacity will be added in the Solar portfolio

il. In case of SECI, during FY 2019-20 only 1000MW were
commissioned in the month of December 2019. Hence, less
power received in FY 2019-20

iii. In case of Adani Renewable (Rajasthan), major reason for delay
in project commissioning is due to pandemic situations

iv. In case of NVVN Solar, the preferential tariff is much higher than
the competitive tariff.

2.6.6 Details of RE Purchase for FY 19-20 are tabulated below:

Source FY 2019-20

Quantum (MU) Cost (in Rs. Crs.)
Hydro (NCE) 327.52 139.03
Wind 6,371.06 3,205.70
Bagasse based Cogen. 2,622.06 1,713.77
Biomass 368.40 263.83
MSW 0.85 0.41
Total Non-Solar 9,689.89 5,322.74
Solar 1,269.38 650.56
SECI 1,736.62 792.06
Adani Renewable (RJ) 91.29 24.29
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Source FY 2019-20

Quantum (MU) Cost (in Rs. Crs.)

NVVN (Solar) 20.49 21.98

Solar Rooftop 19.32 6.83

Total Solar 3,137.10 1,495.73

Total 12,826.99 6,818.47

2.6.7

2.6.8

2.7
2.7.1

During FY 2019-20, MSEDCL has the shortfall of 6115.26 MU in fulfilling
cumulative non-Solar RPO Target till FY 2019-20 including the standalone
shortfall of 4236.56 MU for FY 2019-20. In case of Solar, MSEDCL has the
shortfall of 4320.66 MU in fulfilling cumulative Solar RPO Target till FY 2019-
20 including the standalone shortfall of 852.17 MU for FY 2019-20. Further,
MSEDCL has the shortfall of its stand-alone Mini/Micro RPO of 22.45 MU for
FY 2019-20 with cumulative shortfall till FY 2019-20 of 50.89 MU. Hon'’ble
Commission vide Case No. 49 of 2021 has allowed MSEDCL to fulfil its
cumulative shortfall till FY 2022-23.

MSEDCL requests the Hon’ble Commission to approve the power purchase
expenses as per Audited Accounts.

Intra State Transmission Charges for FY 2019-20

MSEDCL submits the actual transmission charges and SLDC charges paid to

MSETCL and MSLDC as summarized in following table.
Table 7: Transmission Charges for FY 2019-20

Rs. Crs
Particulars FY2019-20 | FY 2019-20 | iotion
(Approved) (Actual)
Intra-State Transmission Charges 4,839.42 4,847.57 8.15
MSLDC Charges 24.32 23.68 (0.64)
Total 4,863.74 4,871.25 7.51

2.7.2 MSEDCL submits that it pays the transmission charges to STU as per the

INSTS Order issued by Hon’ble Commission from time to time. MSEDCL
requests the Hon’ble Commission to approve the actual Transmission and
MSLDC Charges as per the Audited Accounts.

MSEDCL January 23 36



/\ Final True Up For FY 2019-20, FY 2020-21, & FY 2021-22

MAHAVITARAN Provisional True Up for FY 2022-23 and
SRR Revised Projections & Tariff For FY 2023-24 to FY 2024-25
Main Petition

2.8 Fixed Costs for FY 2019-20

2.8.1 Based on the Capital Cost and the consequent Capitalized Expenditure,
Equity Component and Normative Debt, the fixed cost of MSEDCL for FY
2019-20 (excluding fixed components of PP cost) has been determined in
accordance with the provisions of MYT Regulations, 2015 outlined thereof. As
outlined under the regulations, the fixed cost for MSEDCL has been
determined under the following major heads along with other items of
expenditure:

. Operation and Maintenance Expenses
. Depreciation

. Interest and Finance Charges

. Interest on Working Capital

. Income Tax

. Return on Equity

2.8.2 Net Aggregate Revenue Requirement has been computed after netting off
Expenses capitalized.

2.8.3 Head wise comparison has been made between the values approved by the
Hon’ble Commission vide MYT Order dated 30" March 2020 in Case no. 322
of 2019 for FY 2019-20 and the values as per the audited accounts.

2.9 Actual Operation & Maintenance Expenses for FY 2019-20

2.9.1 Operations and Maintenance (O&M) Expenses of the company consists of the
following elements viz. Employee Expenses, Administrative and General
Expenses and Repairs and Maintenance Expenses.

2.9.2 The following table provides the actual O&M Expenses (net of Capitalization)

for the FY 2019-20.
Table 8: Actual O&M Expenses for FY 2019-20

Rs. Crs
Particulars Actual
Actual O&M Expenses 6,794.33
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2.9.3 Head-wise details of employee expenses, A&G Expenses and R&M
Expenses have been provided in Regulatory Formats.

2.9.4

2.9.5

O&M expenses for FY 19-20 over FY 18-19.

20 (excluding arrears) and FY 18-19.
Table 9: Comparison of actual O&M expenses for FY 19-20 and FY 18-19

The following paragraphs provide the detailed reasons for change in actual

Following table provides the comparison of actual O&M expenses for FY 19-

Rs. Crs
Sr. FY 2018- FY 2019- Difference
No. Particulars 19 20
1 Employee Exp. (Net) 4877.64 5307.38 429.74
2 | A&GExp. (Net) 758.89 713.11 (45.78)
3 R & M Exp. 764.49 773.84 9.35
Total O & M Exp. 6401.02 6,794.33 393.31
2.9.6 There is an increase of Rs. 393.91 Crs in O&M Expenses for FY 19-20 over
FY 18-19.
2.9.7 Following Table summarises the reasons for change in major components of
O&M Expenses for FY 19-20 over FY 18-19.
Table 10: Reasons for change in major components of O&M expenses for FY 2019-20
over FY 18-19
S;‘ Particulars FY 18-19 FY 19-20 | Difference Remark
1. Employee Cost
1.1 | Basic Salary 1,557.60 | 2,848.97 | 1,291.37 gﬂgrti :f'a;”fésgfgni” Basic Salary
Expenditure on Due to increase in.minimum wage
1.2 | Outsourced 262.04 371.39 109.35 i‘mplo';‘:erzase e expgrf;?“rciz
Employees increased ’
As per the Pay revision the DA has
1.3 | Dearness Allowance 1,651.61 378.93 | (1,272.69) been merged in Basic pay
14 Earned Leave 250 93 573.62 32069 Due to last year of .Block most of
Encashment employee has applied for Leave
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S:;‘ Particulars FY 18-19 FY 19-20 Difference Remark
Encashment in FY 2019-20. Also
there is impact of Pay revision
The allowances has been
1.5 | Other Allowances 166.21 204.93 38.71 increased due to pay revision
1.6 | Overtime Payment 34.85 24.05|  (10.80) | Due to austerity measures taken,
this has been controlled
1.7 | Gratuity Payment 524.89 41590 | (108.98) | Decrease due to retirement of
employees
Interest on staff welfare fund was
Staff Welfare previously booked to other interest.
18 Expenses 20.59 46.63 26.04 From FY 2019-20 it is re-booked
another GL
19 Prowc.ient. Fund 370.73 381.82 11.09 Due to pay revision, PF share has
Contribution increased
2. Administration & General Expenses

LBT expenses in respect of

2.1 | Rent Rates & Taxes 100.58 80.35 (20.23) | Aurangabad Urban Circle booked
in FY 2018-19 Rs.20.02 crs
Security Measures for Increase due to change in DA
22 Safety & Protection 11715 136.85 19.70 Rates & allowances
Advertisement of Public Notice for
inviting Suggestions/Objections on
2.3 | Advertisements 27.54 8.77 (18.77) | MSEDCL's MTR petition' (Case No
195 of 2017) in the year FY 2018-
19
Expenditure on
2.4 Computer Billing 296.42 274.05 (22.36) | Decrease due to lockdown
55 Commission/Collection 81.07 68.63 (12.64) Decreasg due .to Iockdovyn and
charges increase in online collection
3. Repair & Maintenance Expenses
3.1 | Plant & Machinery 352.85 283.42 (69.42) | Actual Expenditure
3.2 | Civil Works 12.24 34.10 21.86 | Actual Expenditure
Lines & Cable .
3.3 Networks 312.32 357.50 45.18 | Actual Expenditure
3.4 | Office Equipment 42.73 68.71 25.98 | Actual Expenditure
Meter cost of Rs. 69.88 Crs
3.5 | Others 42.39 29.53 (12.86) | restated, due to earlier Dr to R&M,

& other expenses are also restated

2.9.8 MSEDCL further submits that in the employee expenses, MSEDCL has added
Rs. 121.13 Crs towards Re-measurement of defined benefit plans. In this
regards, MSEDCL would like to submit that the Gratuity is recognised at the
year-end by using projected unit credit method as on 31% March 2020. It is
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unfunded defined benefit plan.

2.9.9 MSEDCL requests the Hon’ble Commission to allow the same as a part of
Employee Expenses.

2.10 Normative Operation & Maintenance Expenses for FY 2019-20

2.10.1 MSEDCL submits that Regulation 72 and Regulation 81 of the MERC (MYT)
(1°* Amendment) Regulations, 2017 provides for the O&M Expenses Norm for
Distribution Wires Business and Retail Supply of electricity respectively.

2.10.2 Hon’ble Commission has issued an Amendment to the MERC (MYT)
Regulations 2015. As per the said Amendment
“72.3 ...

Provided that, in the Truing-up of the QOperation and
Maintenance expenses for any particular year of the Control Period, an
inflation factor with 30% weightage to the average yearly inflation
derived based on the monthly Wholesale Price Index of the past five
financial years (including the year of Truing-up) and 70% weightage to
the average yearly inflation derived based on the monthly Consumer
Price Index for Industrial Workers (all-India) of the past five financial
years (including the year of Truing-up), as reduced by an efficiency
factor of 1% or as may be stipulated by the Commission from time to
time, shall be applied to arrive at the permissible Operation and
Maintenance Expenses for that year.”

2.10.3 Hon’ble Commission in MYT Order dated 30" March 2020 in Case no. 322 of
2019 opined that principles set or methodology adopted during MYT Period
should not be changed during the same Control Period and accordingly has
used WPI 2004-05 data series post adjustment for working out escalation
factor for O&M expenses for 3" Control Period. MSEDCL submits that it has
used WPI 2004-05 data series in line with the approach adopted by the
Hon’ble Commission for the Control Period.

2.10.4 Following table provides the year-on-year variations in CPI and WPI for the
last five years. Considering the average WPI and CPI and provisions of the
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Amendment to the MERC (MYT) Regulations 2015, MSEDCL has calculated

the escalation factor as shown in the following table.
Calculation of Escalation Factor

UG 20V(¥Z|05 |::r2l:a§|e £ ﬁé'r'é‘éi'e
FY 2014-15 181.19 250.83
FY 2015-16 176.68 -2.49% 265.00 5.65%
FY 2016-17 183.20 3.69% 275.92 4.12%
FY 2017-18 188.55 2.92% 284.42 3.08%
FY 2018-19 196.62 4.28% 299.92 5.45%
FY 2019-20 199.92 1.68% 322.50 7.53%
5 Year Avg. 2.02% 5.17%
Weight 30% 0.60% 70% 3.62%

Escalation Factor 4.22%

Efficiency Factor 1.00%
Rate with 1% reduction 3.22%

2.10.5 Considering the above escalation factor and O&M expenses for FY 15-16
after considering the impact of sharing of gains MSEDCL has calculated the
O&M Expenses. Detailed calculations are given in the Regulatory Formats.
MSEDCL submits that calculated O&M expenses are allocated between the
Wires Business and Retail Supply Business (in the ratio of allocation matrix
provided in the MYT Regulations, 2015), i.e., 65% to Wires Business and 35%
to Supply Business. The same is shown in following table.

2.10.6 Hon’ble Commission in its MYT Order dated 30" March 2020 in Case No. 322
of 2019 for the purpose of provisional true-up for FY 2019-20, provisionally
allowed Rs. 291.06 Crore over and above derived normative O&M expenses
which would be based on actual disbursement of arrears owing to wage
revision during the year. MSEDCL submits that instalment of pay revision of
Rs. 302.00 Crs has been given in the month of November 2019. The wage
revision related documents are attached as Annexure 11 to this Petition.
Accordingly, for the purpose of true-up, MSEDCL has calculated total
allowable O&M expenses for FY 2019-20, by considering Rs. 302.00 Crs
over and above derived normative O&M expenses for FY 2019-20, as shown
in the following table.
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Table 11: O&M Expenses for Wires and Supply Business for FY 19-20

Rs. Crs

Particulars FY2019-20 | FY2019-20 | |, .- tion

(Approved) [ (Normative)

O&M Expenditure for Wires business 4,662.26 4,690.38 28.12
O&M Expenditure for Retail Supply business 2,510.45 2,525.59 15.14
Operation and Maintenance Expenses (A) 7,172.71 7,215.97 43.26
Impact of arrears - Wires business 189.19 196.30 7.11
Impact of arrears - Supply business 101.87 105.70 3.83
Sub Total (B) 291.06 302.00 10.94
Total O&M Expenses (C = A+B) 7,463.77 7,517.97 54.20

2.10.7 MSEDCL requests the Hon’ble Commission to allow the O&M Expenses as

computed in above table.

2.11 Capitalisation for FY 2019-20

2.11.1 MSEDCL has achieved capitalization of Rs. 4,444.48 Cr. in FY 2019-20 as
against Rs.Cr. approved by Hon’ble Commission. Following table shows the

capitalization in FY 2019-20.

Table 12: Capitalisation for FY 19-20

Rs. Crs
Particulars B o e I e e
(Approved) (Actual)
DPR Scheme 5,700.51 3,907.30 | (1,793.21)
Non DPR Scheme 219.49 537.18 317.69
Total Capitalisation 5,920.00 4,444.48 | (1,475.51)

2.11.2 As per the Annual Accounts the addition to GFA is Rs. 4,476.57 Crs. whereas
in Form 4 MSEDCL has shown Capitalization as Rs. 4,444.48 Crs. MSEDCL
submits that in Form 4.2, only scheme wise details have been shown whereas
in Annual Accounts the Addition to GFA is shown in totality including land and
land rights, buildings etc. The detail of which is shown in the following table.

MSEDCL

January 23

42




/\ Final True Up For FY 2019-20, FY 2020-21, & FY 2021-22

MAHAVITARAN Provisional True Up for FY 2022-23 and
SRR Revised Projections & Tariff For FY 2023-24 to FY 2024-25
Main Petition

Table 13: Addition to GFA as per Annual Accounts for FY 19-20

. Amount

Sr. No. Particulars (Rs. Crs)
1 Capitalisation as per Note of the Accounts 4,476.57
2 Capitalisation as per Form 4 4,444.48

Other Assets

3 Land 2.67
4 Buildings 12.11
5 Vehicles -0.89
6 Furniture & Fixtures 0.82
7 General Assets 1.57
8 Other Civil Works 5.11
9 Computer Software 10.70
10 Total (2t0 9) 4,477

2.11.3 Further details of General Assets are summarised below:

Particulars Amount (Rs. Crs)
Hydraulics Works 0.27
Communication Equipment 0.09
IT Equipment 0.02
Office Equipment 1.12
Other Assets 0.08
Total 1.57

2.11.4 Hon’ble Commission in its previous Orders has allowed the capitalization
towards schemes not forming part of any specific scheme. MSEDCL further
submits that Hon’ble Commission has accordingly revised the GFA to that
extent as well. Therefore, MSEDCL requests the Hon’ble Commission to
approve the capitalization as per the Audited Accounts and revise the GFA
accordingly.

2.12 Depreciation for FY 2019-20

2.12.1 The Opening GFA as per MSEDCL’s Audited Accounts is Rs. 57,924.40 Crs
excluding the impact of Final Transfer Scheme/Restructuring Plan and
subsequent revaluation. Accordingly, the depreciation has been reworked on
a pro-rata basis on the revised Opening GFA for FY 2019-20 for the purpose
of True-Up which is summarized below.
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Table 14: Depreciation for FY 19-20

. Amount
Sr. No. Particulars (Rs. Crs)
1 Opening GFA for FY 19-20 (Actual ) 57,924.40
2 Opening GFA for FY 19-20 as per MERC 52,374.60
3 Less: Consumer Contribution and Grants
4 Net Opening GFA (Approved) 52,374.60
5 Depreciation (Actual) 2,696.37
6 Depreciation (Claimed in proportion to Actual) 2,438.03

2.12.2 MSEDCL requests the Hon’ble Commission to allow the Depreciation as
computed in above table.

2.13 Funding Arrangement for FY 2019-20

2.13.1 As per the Regulation 26.1 of MERC (MYT), 2015, the debt-equity ratio as on
the date of commercial operation shall be 70:30 of the amount of capital cost
approved by the Commission. The said Regulation also provides that if the
equity actually deployed is more than 30% of the capital cost, equity in excess
of 30% shall be treated as normative loan for the Licensee for determination
of Tariff.

2.13.2 MSEDCL submits that the Hon’ble Commission has designed the formats for
submission of data in respect of Capex and Capitalization on yearly basis.
MSEDCL further submits that the information required by Hon’ble
Commission is on yearly basis whereas capital expenditure and capitalization
of project is a process which continues for 3 to 5 years. With such different
timelines, there will be spill-over of capex and capitalization and hence it
would be difficult to match the capex and capitalization and its funding on
yearly basis. MSEDCL also submits that previously funding gap (if any) was
shown as internal accrual and Hon’ble Commission has considered it as a
part of normative equity or normative loan. It is pertinent to note that many
times the Hon’ble Commission has restricted the equity to 30% if the equity
portion of the funding is exceeded 30% and excess equity was treated as
normative loan. Thus, Hon’ble Commission has already given the necessary
effect for additional equity.
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2.13.3 The funding pattern for FY 2019-20 for the capitalization achieved by
MSEDCL, in proportion to the funding pattern of capital Expenditure, is
presented in the following table:

Table 15: Funding of Capitalisation for FY 2019-20

Particular Amount | Funding
(Rs. Crs) | Mix (%)
Total Capitalisation 4,444.48
Less: Consumer Contribution 322.89
Less: Grants 1,896.69
Balance to be funded 2,224.90
Equity 1,041.12 [ 46.79%
Debt 1,183.78 53.21%
Equity 667.47 30.0%
Debt 1,557.43 70.0%

2.13.4 MSEDCL requests the Hon’ble Commission to approve the funding as
submitted in above table.

2.14 Interest Expenses for FY 2019-20

2.14.1 MSEDCL has computed the interest expenses on normative basis linked to
the normative opening loan and normative loan addition during the year.

2.14.2 MSEDCL submits that the Regulation 29.5 of the MYT Regulations 2015
provides that at the time of Truing-up, the weighted average rate of interest
computed on the basis of the actual loan portfolio during the concerned year
shall be considered as the rate of interest. Accordingly, for arriving at the
interest rate, MSEDCL has considered the weighted average interest rate of
actual loan portfolio of FY 2019-20. The computation of weighted average
interest rate of actual loan portfolio is shown in following table.
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Table 16: Computation of weighted avg. interest rate for FY 19-20

. Actual

Particulars Formula (Rs. Crs)
Qutstanding Loan at the start of the year a 14,182.66
Loan drawal during the year b 5,248.10
Loan repayment during the year C 2,734.85
Balance outstanding at the end of the year d=a+b-c 16,695.91
Average Loan for the Year e=Avg(a,d) | 15,439.28
Interest Expense incurred during the year f 1,569.78
Weighted Average Interest rate g=f/e 10.17%

2.14.3 Regulation 29.3 of the MERC (MYT) Regulations, 2015 provides for
repayment during a year equal to depreciation allowed. The relevant extract is
reproduced below:

“29.3 The repayment during each year of the Control Period from FY 2016-
17 to FY 2019-20 shall be deemed to be equal to the depreciation
allowed for that year.”

2.14.4 Considering the normative opening loan, normative loan addition during the
year and loan repayment equal to depreciation and the weighted average
interest rate of actual loan portfolio, MSEDCL has computed the interest

expenses on normative basis as summarized in table below:
Table 17: Interest Expenses for FY 19-20

Rs. Crs
Particulars FY2019-20 | FY2019-20 | | 0 ion
(Approved) | (Normative)
Normative Outstanding Loan at beginning of the year 12,973.91 12,973.91
Less: Reduction of Normative Loan due to retirement of assets
Loan Drawal 2,583.70 1,557.43| (1,026.27)
Loan Repayment 2,665.53 2,438.03 (227.50)
Normative Balance Qutstanding at the end of the year 12,892.08 12,093.31 (798.77)
Average Balance of Net Normative Loan 12,933.00 12,533.61 (399.38)
Interest Rate 10.28% 10.17%
Interest Expenses 1,328.88 1,274.34 (54.54)

2.14.5 MSEDCL submits that Hon’ble Commission had approved Funding of
Capitalization based on the approved capitalization in the MYT Order dated
30" March 2020. However, actual capitalization is lower than the approved
capitalization. The normative loan drawl is also lower than that approved in

MSEDCL

January 23

46




X

Final True Up For FY 2019-20, FY 2020-21, & FY 2021-22

MAHAVITARAN Provisional True Up for FY 2022-23 and
SRR Revised Projections & Tariff For FY 2023-24 to FY 2024-25
Main Petition

MYT Order.

2.14.6 MSEDCL requests the Hon’ble Commission to approve the normative interest
expenses as submitted in the above table.

2.15 Interest on Working Capital for FY 2019-20

2.15.1 MSEDCL submits that the Regulations 31.3 of the MERC (MYT) Regulations,
2015 provides for Interest on Working Capital for Wire business of electricity.
Further, the MYT Regulations, 2015 also provides that for the purpose of
Truing-up for any year, interest on working capital shall be allowed at a rate
equal to the weighted average Base Rate prevailing during the concerned
Year plus 150 basis points. The relevant extract is reproduced below:

‘31.3 (b) ....
Provided that for the purpose of Truing-up for any year, interest on
working capital shall be allowed at a rate equal to the weighted
average Base Rate prevailing during the concerned Year plus 150
basis points.”

2.15.21In view of the MYT (First Amendment) Regulations, 2017, Base Rate is
considered at one-year MCLR of SBI plus 150 basis points. The relevant
extract is reproduced below:
‘2.1 (10) “Base Rate” shall mean the one-year Marginal Cost of Funds-
based Lending Rate (‘MCLR’) as declared by the State Bank of India
from time to time;”

2.15.3 The detailed working of weighted average Base Rate is provided in following

table.
Table 18: Working of weighted average Base Rate
From To Days Rate Days X Rate
01-04-2019 | 10-04-2019 9 8.55% 77%
10-04-2019 | 10-05-2019 30 8.50% 255%
10-05-2019 | 10-06-2019 31 8.45% 262%
10-06-2019 | 10-07-2019 30 8.45% 254%
10-07-2019 | 10-08-2019 31 8.40% 260%
MSEDCL January 23
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From To Days Rate Days X Rate

10-08-2019 | 10-09-2019 31 8.25% 256%

10-09-2019 | 10-10-2019 30 8.15% 245%

10-10-2019 | 10-11-2019 31 8.05% 250%

10-11-2019 | 10-12-2019 30 8.00% 240%

10-12-2019 | 10-01-2020 31 7.90% 245%

10-01-2020 | 10-02-2020 31 7.90% 245%

10-02-2020 | 10-03-2020 29 7.85% 228%

10-03-2020 | 01-04-2020 22 7.75% 171%

Weighted Avg. Rate 366 8.16% 2986%

Plus 150 Basis Points 1.50%

Total Weighted Avg. Rate 9.66%

2.15.4 MSEDCL has calculated the interest on working capital at 9.66% as computed

in the following table. MSEDCL further submits that the amendment to the
Regulation 29.11 of MYT Regulations, 2015 provides for Interest on Security
Deposit at MCLR plus 150 basis points. The relevant extract is reproduced
below:

“29.11 Interest shall be allowed only on the amount held in cash as security
deposit from Transmission System Users, Distribution System Users
and Retail consumers at the Base Rate as on 1° April of the Year for
which the interest is payable, plus 150 basis points:
Provided that at the time of Truing-up, the interest on the amount of
security deposit for the year shall be considered on the basis of the
actual interest paid by the Licensee during the year, subject to
prudence check by the Commission.”

2.15.5 MSEDCL Commercial Circular No. 324 for Rate of Interest on Consumer

Security Deposit @10.05% per annum (MCLR plus 150 basis points) for FY
19-20 is attached as Annexure 5 to this Petition.

2.15.6 MSEDCL requests the Hon’ble Commission to allow the Interest on Working

Capital along with the Interest on Security Deposit for wire business as shown
in table below.
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Table 19: Interest on Working Capital for Wire business for FY 19-20

Rs. Crs
Particulars FY2019-20 | FY2019-20 |\ uorion
(Approved) | (Normative)
Computation of Working Capital (Wire Business)
O&M expenses for a month 388.52 407.22 18.70
Maintenance Spares at 1% of Opening GFA 513.94 471.37 (42.57)
1..5 rr.10n’Fhs Of. expected revenue from charges for use of 1.318.77 1.292.14 (26.63)
Distribution wires
IL_Jise?.sAmount held as SD from Distribution System (792.07) (810.11) (18.05)
Total Working Capital Requirement 1,429.17 1,360.63 (68.54)
Rate of Interest (% p.a.) 9.50% 9.66%
Interest on Working Capital 135.77 131.40 (4.37)
Actual Working Capital Interest 160.61
Interest on Security Deposit
Rate of Interest (% p.a.) 10.05%
Interest on Security Deposit 79.60 74.89 (4.71)

2.15.7 MSEDCL further submits that Regulation 31.4 of the MERC MYT Regulations,
2015 provides for Interest on Working Capital for Retail Supply business of
electricity. Further, the MYT Regulations, 2015 also provides that for the
purpose of Truing-up for any year, interest on working capital shall be allowed
at a rate equal to the weighted average Base Rate prevailing during the
concerned Year plus 150 basis points. In view of the MYT (First Amendment)
Regulations, 2017, Base Rate is considered at one-year MCLR of SBI plus
150 basis points. The relevant extract is reproduced below:

“31.4 (b) ...

Provided that for the purpose of Truing-up for any year, interest on
working capital shall be allowed at a rate equal to the weighted
average Base Rate prevailing during the concerned Year plus 150

basis points.”

2.15.8 MSEDCL has calculated the interest on working capital at 9.66% as computed
above and paid interest on security deposit is at 10.05% i.e. MCLR plus 150
basis points and considered the actual paid amount as per audited accounts.
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Table 20: Working Capital for Retail Supply business for FY 19-20

Rs. Crs
Particulars FY2019-20 | FY2019-20 | o ootion

(Approved) | (Normative)
Computation of Working Capital (Supply Business)
O&M expenses for a month 209.20 219.27 10.07
Maintenance Spares at 1% of Opening GFA 57.10 52.37 (4.73)
1.5 months equivalent of the expected revenue from sale
of electricity at the prevailing Tariff and including revenue 9,695.24 9,304.36 (390.88)
from CSS and Additional Surcharge
Less: Amount held as security deposit (7,128.59) (7,291.01) (162.42)
Less: One month equivalent of cost of Power Purchase,
Transmission Charges and MSLDC Charges (5,097.75) (5,564.04) (466.29)
Total Working Capital Requirement (2,264.79) (3,279.04)| (1,014.25)
Rate of Interest (% p.a.) 9.50% 9.66%
Interest on Working Capital - -
Actual Working Capital Interest 1,445.45
Interest on Security Deposit
Rate of Interest (% p.a.) 10.05%
Interest on Security Deposit 716.42 674.03 (42.40)

2.15.9 MSEDCL requests the Hon’ble Commission to allow the Security Deposit for

supply business as shown in above table.

2.16 Other Finance Charges for FY 2019-20

2.16.1 MSEDCL submits that the regulation 29.8 of the MYT Regulations, 2015
provides that the finance charges shall be allowed at the time of True-up. The

relevant extract is reproduced below:

“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.”

2.16.2 MSEDCL submits that it has incurred Other Finance Charges amounting to
Rs. 22.08 Crores during the FY 2019-20. These are the fund raising charges
i.e., Guarantee Charges, Finance Charges, Stamp Duty and Service Fee.
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Table 21: Other Finance Charges for FY 19-20
Rs. Crs
Particulars FY2019-20 | FY2019-20 | .\ o iion
(Approved) (Actual)
Guarantee Charges - 13.19 13.19
Finance Charges 23.04 5.31 (17.73)
Stamp Duty 1.12 1.05 (0.07)
Service Fee (Fund-raising charges) 6.94 2.53 (4.41)
Total 31.10 22.08 (9.02)

2.16.3 MSEDCL submits that these charges depend on the no. of loans, LC required
to be given to the Power Suppliers, documentation for availing long term and
working capital loans. These charges are, thus, beyond reasonable control of
MSEDCL and hence required to be allowed on actual basis. Therefore,
MSEDCL humbly requests the Hon’ble Commission to allow the Other
Finance Charges as per the Audited Accounts.

2.17 Provision for Bad Debts for FY 2019-20

2.17.1 MSEDCL submits that bad debts are inseparable incidents of the business of
electricity distribution and retail supply.

2.17.2 Regulation 73 and 82 of the MYT Regulations, 2015 specifies that a provision
of bad and doubtful debt may be allowed up to 1.5% of the amount shown as
trade receivables or receivables in the Audited Accounts of the distribution
licensee duly allocated for wires and supply business respectively. The

relevant extract is reproduced below:

“73  Provision for Bad and Doubtful Debts
For any Year, the Commission may allow a provision for bad and
doubtful debts up to 1.5 % of the amount shown as Trade Receivables
or Receivables from Wheeling Charges in the audited accounts of the
Distribution Licensee for that Year:

”

‘82  Provision for Bad and Doubtful Debts
The Commission may allow a provision for bad and doubtful debts up
to 1.5 % of the amount shown as Trade Receivables or Receivables
from Sale of Electricity in the audited accounts of the Distribution
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Licensee for that Year:

”

2.17.3 MSEDCL submits that Provision of bad debt generally depends on the nature
of the business and the risk involved in the business. A business typically
estimates the amount of bad debt based on historical experience.

2.17.4 MSEDCL has written off Rs. 3282.25 Crs against the bad debt during the FY
2019-20.

2.17.5 MSEDCL has computed the provision for bad and doubtful debts for FY 2019-
20 as per the provisions of the MYT Regulations, 2015 considering the

receivables as per Audited Accounts.
Table 22: Provision for bad and doubtful debts for FY 2019-20

Rs. Crs
Particulars FY2019-20 | FY2019-20 |, iciion
(Approved) (Actual)

Opening Balance of Provision for bad and
doubtful debts 0.00 0.00
Receivables for the year 48,842.02 56,997.53 8,155.51
Provision for bad & doubtful debts during the 1.50% 1.50%
year
:::rsmn for bad & doubtful debts during the 732.63 854.96 12233
Actual bad and doubtful debts written off 854.96 854.96
Closing Balance of Provision for bad and
doubtful debts 732.63 (732.63)
Closing Balance as a % of receivables 1.50% 0.00%

2.17.6 MSEDCL submits that the above computed provision for Bad Debts is further
allocated between the Wires Business and Retail Supply Business (in the
ratio of allocation matrix provided in the MYT Regulation, 2015), i.e., 10% to
Wires Business and 90% to Supply Business. The same is shown in following
table.
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Table 23: Provision for Bad and Doubtful Debt (Wire and Supply) FY 2019-20

Rs. Crs
Particulars FY2019-20 | FY2018-20 | o icvion
(Approved) | (Normative)
Bad Debt Provision for Wires business 73.26 85.50 12.23
Bad Debt Provision for Retail Supply business 659.37 769.47 110.10
Bad Debt Provision 732.63 854.96 122.33

2.17.7 As per the above computation, MSEDCL humbly requests the Hon’ble
Commission to approve Rs. 854.96 Cr. towards the provision for Bad Debts
for FY 19-20.

2.18 Other Expenses for FY 2019-20

2.18.1 The other expenses of MSEDCL comprise of the expenditure on account of
interest to suppliers/contractors, Incentive to distribution franchisee and other
expenses viz. compensation for injuries to staff and outsiders. MSEDCL
accordingly submits the other expenses as shown in the table below.
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Table 24: Other Expenses for FY 2019-20
Rs. Crs
Particulars FY2019-20 | FY2019-20 | 0 iction
(Approved) (Actual)
Compensation for injuries,death to staff 1.26 0.82 (0.44)
Compensation for injuries,death to others 15.22 15.27 0.05
Loss on obsolescence of fixed Assets 1.64 - (1.64)
Sundry debit balances written off 1.81 6.58 4.77
Non Moving ltems 16.89 - (16.89)
Provision for Non Moving ltems - 0.88
Other Sundry Expenses 7.74 4.09
Other Expenses (Payable to DSL towards
damages in terms of Arbitral Award dt.
18.06.2004) 18.81
Incentive to Distribution Franchisee 0.22
Interest to suppliers/Contractors® 3.38 3.38
Other Interest and Charges 0.10 0.10
Interest on security deposit on bill collection
agency 7.54
Interest on income tax for AY 2018-19 20.16
Interest on income tax for AY 2020-21 5.39
Incentive paybale to vendor - 0.05 0.05
Other Expenses for previous years 5.52 - (5.52)
TOTAL 50.08 83.28 33.20
2.18.2MSEDCL submits that the amount under the head “interest to
suppliers/contractor” as per the Audited Accounts included Delayed Payment
Charges / Surcharge payable to MSPGCL, MSETCL, IPPs & Wind

Generators for FY 2019-20. MSEDCL has not claimed the same.

2.19 Contribution to Contingency Reserves for FY 2019-20

2.19.1 MSEDCL submits that it has invested Rs. 128.19 Cr. towards contribution to
contingency reserves. Accordingly, the same is being claimed in the ARR of

FY 2019-20.
Table 25: Contingency Reserve for FY 2019-20
Rs. Crs
Particulars FY2019-20 | FY 2019-20 |\, icvion
(Approved) (Actual)
Contribution to Contingency Reserves 142.76 128.19 (14.57)
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2.19.2 MSEDCL further submits that the investment proof for the said amount is
attached as to this Petition. MSEDCL requests the Hon’ble Commission to
allow the contribution to contingency reserves as submitted in above table.

2.20 Income Tax for FY 2019-20

2.20.1 MSEDCL submits that it has availed the option of taxation of domestic
companies at lower rate u/s 115BAA of the Income Tax Act 1961, hence,

there is no tax payable for FY 2019-20 (AY 2020-21)
Table 26: Income Tax for FY 19-20

Rs. Crs

Particulars P B RO B 5 e
(Approved) [ (Actual)

Income Tax 213.89 - (213.89)

2.21 Incentives and Discounts for FY 2019-20

2.21.1 MSEDCL submits that during FY 2019-20, it has paid Rs. 337.25 Crs of
incentives/discounts to the consumers for timely payment of bills as against
Rs. 307.03 Crs approved by Hon’ble Commission in its MYT Order dated 30"

March 2020.
Table 27: Incentives/discounts for FY 19-20
Rs. Crs
Particulars e el e e
(Approved) (Actual)
Incentives and Discount 307.03 337.25 30.22

2.21.2 MSEDCL requests the Hon’ble Commission to allow the incentives/discounts
as per the Audited Accounts for FY 2019-20.

2.22 RLC Refund for FY 2019-20

2.22.1 MSEDCL during FY 2019-20 has made a refund of Rs. 1.77 Crs of RLC.
MSEDCL requests the Hon’ble Commission to allow the RLC Refund for FY
2019-20 as per Audited Accounts.
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Table 28: RLC Refund for FY 19-20

Rs. Crs
Particulars | 1Y 2019-20 | FY2019-200 | b oo
(Approved) (Actual)
RLC Refund 1.84 1.77 (0.06)

2.23 Return on Equity for FY 2019-20

2.23.1 Regulation 28.2 of MERC (MYT) Regulations 2015 provides for Return on
Equity (RoE) for Distribution Licensee for both Wire and Supply Business.
Further, considering the funding pattern in Paragraph 2.13, MSEDCL has
considered the equity addition during the year.

2.23.2 The return on equity capital is allocated in the ratio of Fixed Assets between
the Wires and Retail Supply Business, i.e. 90% to Wires Business and 10% to
Supply Business. Therefore, the capital expenditure, grants, equity and
capitalisation is divided into wires and supply business in the ratio of 90:10.

2.23.3 MSEDCL further submits that it has not reduced the equity corresponding to
the assets retired in FY 19-20 since retirement against only land and vehicles
is seen and accordingly, claimed the ROE on entire equity.

2.23.4 Considering the provisions of the MYT Regulations 2015, MSEDCL has

computed the return on equity as shown in following tables.
Table 29: RoE for wires business for FY 19-20

Rs. Crs
Particulars FY2019-20 | FY2019-20 | ision
(Approved) | (Normative)
Return on Equity (Wires Business)
Regulatory Equity at the beginning of the year 10,553.23 10,553.23 (0.00)
Equity portion of Assets Capitalisation 295.34 600.72 305.38
Equity portion of Assets Decapitalised - - -
Regulatory Equity at the end of the year 10,848.57 11,153.95 305.38
Return on Computation
Return on Regulatory Equity at the beginning of the year
15.5%*(1) 1,635.75 1,635.75 (0.00)
Return on Normative Equity portion of Asset
Capitalization - 15.5%*(2)/2 22.89 46.56 23.67
Interest on Equity portion above 30% equity
Total Return on Regulatory Equity 1,658.64 1,682.31 23.67
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Table 30: RoE for Supply business for FY 19-20
Rs. Crs
Particulars FY2019-20 | FY2019-20 |\ o
(Approved) | (Normative)
Return on Equity (Supply Business)
Regulatory Equity at the beginning of the year 1,173 1,173 (0.00)
Equity portion of Assets Capitalisation 33 67 33.93
Equity portion of Assets Decapitalised - - -
| Regulatory Equity at the end of the year 1,206 1,240 33.93
Return on Computation
Return cin Regulatory Equity at the beginning of the year 205.28 205.28 (0.00)
- 17.5%*(1)
Return on Normative Equity portion of Asset
Capitalization - 17.5%*(2)/2 287 584 2.97
Interest on Equity portion above 30%
Total Return on Regulatory Equity 208.15 211.12 2.97

2.23.5 MSEDCL requests the Hon’ble Commission to allow the RoE as computed

above.

2.24 Sharing of Efficiency Gains & Losses for FY 2019-20

2.24.1 Regulations 9, 10 and 11 of the MYT Regulations, 2015 specify the
controllable and uncontrollable factors, mechanism of pass-through of gains
and losses on account of uncontrollable factors, and the mechanism for their
sharing on account of controllable parameters as follows:
“11.1 The approved aggregate gain to the Generating Company or Licensee

or MSLDC on account of controllable factors shall be dealt with in the

following manner:

(a) Two-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 8.4;

(b) The balance amount of such gain shall be retained by the

Generating Company or Licensee or MSLDC.
11.2 The approved aggregate loss to the Generating Company or Licensee
or MSLDC on account of controllable factors shall be dealt with in the
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following manner:

(a)  One-third 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 8.4;

(b) The balance amount of such loss shall be absorbed by the

Generating Company or Licensee or MSLDC.”

2.24.2 Parameters such as O&M Expenses, Interest on Working Capital for which
specific norms have been specified in the MYT Regulations, have been
calculated on normative basis.

2.24.3 As these parameters need to be treated as controllable under the MYT
Regulations 2015, any variation in the actual expenses as against the
permissible normative levels has been shared between MSEDCL and
consumers.

2.24.4 O&M Expenses: The actual O&M Expenses as per the Audited Accounts for
FY 2019-20 are lower than that on normative basis.

2.24.5 Interest on Working Capital: The actual loWC expense as per the Audited
Accounts for FY 2019-20 is higher than that on normative basis.

2.24.6 Distribution Loss: The actual distribution loss (excluding EHV Sales) for FY
2019-20 is lower than that approved in the MYT Order.

2.24.7 The summary of sharing of efficiency gains/(loss) on account of O&M

Expenses and lIoWC is shown in the Table below:
Table 31: Sharing of Efficiency Gains/(Losses) on O&M and loWC Expenses for FY

2019-20
Rs. Crs
Gains/ 2/3 of 1/3 of Net
Particulars Normative | Actual Efficiency Efficiency Entitlement
(Loss) . . .
gains/Losses | Gains/Losses | after sharing
O&M Expenses 7,215.97 | 6,794.33 421.65 281.10 140.55 6,934.88
Interest on Working Capital 131.40 | 1,606.06 | (1,474.66) (983.11) (491.55) 622.95
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2.24.8 MSEDCL submits that it has computed the sharing of efficiency gain/ loss
considering 18.26% as the approved distribution loss target (Excluding EHV
Sales) against the actual distribution losses (Excluding EHV Sales) in
accordance with the MERC (MYT) Regulations, 2015. MSEDCL further
submits that the approved distribution loss of 13.50% for FY 2015-16 was
inclusive of EHV sales. Hence, these two numbers cannot be compared for
sharing purpose. It is pertinent to note that in MYT Order dated 3™ November
2016 the Hon’ble Commission itself has approved the distribution loss target
as 18.26% (excluding EHV sales) for FY 2019-20. The normative loss of
13.50% was approved loss trajectory for FY 2015-16 on provisional basis and
was inclusive of EHV Sales.

2.24.9 Since, Distribution Loss Trajectory excluding EHV sales was introduced by
Hon’ble Commission for 3rd Control Period in MYT Order, the actual
Distribution Loss excluding EHV sales needs to be compared with the
approved Distribution Loss Trajectory excluding EHV sales.

2.24.10 The summary of sharing of efficiency gains/(loss) on account of
Distribution Losses is shown in the Table below:

Table 32: Efficiency Gains/(Losses) due to lower Distribution Loss in FY 2019-20

Particulars L]
(Rs. Crs)
Actual Distribution Loss 17.09%
MYT approved Loss 18.26%
Sales Excl. EHV sales in MUs 94,843
EHV Sales in MUs 8,869
Total Sales in MUs 1,03,712
IntraSTS loss (Proposed) 3.28%
Power Reguirement at Ex-Bus Periphery (Actual) in MUs 1,27,439
Power Requirement at Ex-Bus Periphery (Normative) in MUs 1,29,131
Additional/ (lower) Power purchase due to higher distribution loss in MUs (1,692.6)
Rate of PP (At average Variable Cost) Rs./kWh 2.43
Additional/(Lower) Power purchase Cost due to lower distribution loss (411.9)
2/3 Efficiency gain/(loss) 274.6
1/3 Efficiency gain/(loss) to be borne by the consumers 137.3
2.24 .11 The total impact of sharing of efficiency gains and losses of various
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components have been summarized in the Table below:
Table 33: Impact of sharing of gains and losses for FY 19-20

Particulars Amount

Rs. Crs
O&M Expenses (281.10)
loWC 491.55
Impact of Gain in Distribution Loss passed on Consumers 137.30
Total 347.76

2.24.12 MSEDCL requests the Hon’ble Commission to allow the sharing of
gains and losses as submitted in above table.

2.25 Impact of payment to MPECS for FY 2019-20

2.25.1 Hon'ble Commission in the MYT Order dated 3™ November 2016 has
approved following amounts towards payment to MPECS.

Financial Year Amount in Rs. Cr.
FY 17-18 46.20
FY 18-19 43.18
FY 19-20 40.17

2.25.2 Hon’ble Commission in the MYT Order dated 30™ March 2020 has approved
Rs. 40.17 Crs towards payment to MPECS for FY 2019-20 as the same was
allowed under the MTR Order dated 12 September 2018. The Hon’ble
Commission in the MYT Order dated 30" March 2020 also ruled that it shall
consider the actual amount towards this head at the time of truing up of FY
2019-20

2.25.3 MSEDCL has claimed Rs. 40.42 Crs towards the payments to MPECS for FY
2019-20 as per the Audited Accounts.

2.26 Past Period Adjustment by Commission for FY 2019-20

2.26.1 Hon’ble Commission had considered the past period adjustments of Rs.
853.08 Crs for FY 2019-20 in MYT Order dated 30"™ March 2020 as approved
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in the MTR Order. MSEDCL has considered the same for FY 2019-20.

2.27 Aggregate Revenue Requirement for FY 2019-20

2.27.1 Considering the parameters discussed above, the Aggregate Revenue
Requirement (ARR) of MSEDCL for Wires Business for the FY 2019 - 20 is as

follows:
Table 34: ARR for Wires Business for FY 19-20
Rs. Crs
Particulars FY2019-20 | FY2019-20 |  iotion
(Approved) (Actual)

Operation & Maintenance Expenses 4,851.44 4,886.68 35.24
Depreciation 2,398.98 2,194.22 (204.75)
Interest on Loan Capital 1,195.99 1,146.91 (49.08)
Interest on Normative Working Capital 135.77 131.40 (4.37)
Interest on deposit from Consumers and
Distribution System Users 79.60 74.89 (4.71)
Other Finance Charges 27.99 19.87 (8.12)
Provision for bad and doubtful debts 73.26 85.50 12.23
Contribution to contingency reserves 128.49 115.37 (18.11)
Income Tax - - -
Return on Equity Capital 1,658.64 1,682.31 23.67
Aggregate Revenue Requirement 10,550.17 10,337.15 (213.01)
Less
Income from Wheeling Charges 1.79 1.10 (0.68)
Income from Open Access Charges 29.59 83.44 53.85
Aggregate Revenue Requirement from 10,518.79 | 10,252.61| (266.18)
Distribution Wires
Revenue from Wires Business
Revenue Gap/(Surplus) 10,518.79 10,252.61 (266.18)

2.27.2 MSEDCL submits that considering the parameters discussed above, the
Aggregate Revenue Requirement (ARR) for Supply Business for the FY 2019-
20 is as follows:
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Table 35: ARR for Supply Business for FY 19 - 20
Rs. Crs
Particulars FY2019-20 | FY2019-20 | , .\ ion
(Approved) (Actual)
Power Purchase Expenses (including Inter-State Trans 55,967.62 61,897.22 5,929.60
Operation & Maintenance Expenses 2,612.31 2,631.29 18.98
Depreciation Expenses 266.55 243.80 (22.75)
Interest on Loan Capital 132.89 127.43 (5.45)
Interest on Normative Working Capital - - -
Interest on Consumers Security Deposit 716.42 674.03 (42.40)
Other Finance Charges 3.11 2.21 (0.90)
Provision for bad and doubtful debts 659.37 769.47 110.10
Other Expenses 50.08 83.28 33.20
Income Tax 213.89 - (213.89)
Intra-State Transmission Charges MSLDC charge 4,867.55 4,871.25 3.70
Incentives/Discounts 307.03 337.25 30.22
Contribution to Contingency Reserves 14.28 12.82 (1.46)
Return on Equity Capital 208.15 211.12 2.97
RLC refund 1.84 1.77 (0.06)
Effect of sharing of gains/losses - 347.76 347.76
Past Period Adjustment by Commission 853.08 853.08 -
Revenue Gap Recovery Allowed 2,562.93 2,562.93 -
Impact of payment to MPECS 40.17 40.42 0.25
Agg!'egate Revenue Requirement for Supply 60,477.27 75,667.13 6,189.86
Business
Stabilisation amount as per MYT Order - - -
Total Revenue Expenditure 69,477.27 75,667.13 6,189.86
Less
Non-Tariff Income 361.66 494.19 132.52
Income from Additional Surcharge 317.14 575.60 258.46
Income from Trading of Surplus Power 298.18 335.99 37.81
Net Aggregate Revenue Requirement 68,500.28 74,261.35 5,761.07
Revenue from Sale of Power 78,965.30 72,944 .55 (6,020.75)
Revenue from Retail Supply Business - -
Revenue Gap/(Surplus) (10,465.02) 1,316.79 | 11,781.82

2.28 Revenue from sale of electricity for FY 2019-20

2.28.1 MSEDCL has considered the revenue for FY 2019-20 based on the Audited
Accounts as shown in following table.
Table 36: Revenue from Sale of power for FY 19-20

Rs. Crs
Particulars TRV | RV R e
(Approved) (Actual)
Revenue from Sale of Power 78,965.30 72,944.55 (6,020.75)
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2.28.2 The Annual Accounts of MSEDCL shows the revenue from various revenue
operations including regulatory income. However, being not part of revenue
from sale of power at retail tariff and as per practice in vogue, MSEDCL has
shown certain items of revenue separately.

2.28.3 MSEDCL submits that the category wise details of actual revenue vis-a-vis

approved revenue is summarized in following table.
Table 37: Category wise Revenue for FY 2019-20

Category Revenue (Rs. Crs)
Approved Actual Deviation
Residential 15,877.43 | 15,088.92 (788.50)
Commercial 10,097.23 9,752.23 (345.00)
HT-Industrial 28,150.10 | 24,892.36 | (3,257.74)
LT-Industrial 6,298.75 5,059.76 | (1,238.98)
PWW 1,678.63 1,603.91 (74.72)
Street Light 1,566.32 1,306.60 (259.72)
Agriculture 10,975.53 | 10,031.52 (944.01)
Public Services 1,791.55 1,639.19 (152.37)
Railways 71.34 62.75 (8.59)
Other Categories 226.66 244.37 17.72
Other(Incentives/Discounts) -492.98 - 492.98
Other (Recoveries from Theft etc) - 303.13 303.13
Sub Total 76,240.56 | 69,984.76 | (6,255.80)
Revenue from DF@input sales 2,328.74 2,560.53 231.79
Standby Charges 396.00 399.26 3.26
Total 78,965.30 | 72,944.55 | (6,020.75)

2.28.4 MSEDCL further submits that the detail of Others (Recoveries from Theft of
Power/Malpractice etc.) is provided in following table.

Rs. Cr.
Particulars APl
(Actual)
Recoveries from Theft of Power/Malpractice 85.01
Income from Wheeling Charges claimed Separately -1.10
Miscellaneous charges from consumers 219.22
Total 303.13

2.28.5 MSEDCL humbly requests to the Hon’ble Commission to consider the
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revenue from sale of power as shown in above table and true up the same.

2.29 Non-Tariff Income for FY 2019-20

2.29.1 MSEDCL has certain sources of non-tariff income viz. interest on arrears of
consumers, delayed payment charges, interest on staff loans and advances,

sale of scrap, interest on investment etc.

2.29.2 MSEDCL has claimed a Non-Tariff Income of Rs. 494.19 Crs as against Rs

361.66 Crs as approved by the Hon’ble Commission.

Table 38: Non-Tariff Income for FY 19-20

Rs. Crs
Particulars FY2019-20 | FY2019-20 | [ ;0i0n
(Approved) (Actual)
Rents of land or buildings 1.03 0.99 (0.04)
Sale of Scrap 52.05 46.46 (5.59)
Income from investments 18.50 - (18.50)
Income from sale of tender documents 8.92 7.80 (1.12)
Prompt payment discount from REC/PFC 12.16 - (12.16)
Other/Miscellaneous receipts 269.00 381.94 112.94
Revenue from subsidy & grant - 35.00 35.00
Interest on Contingency Reserve Investments - 21.99 21.99
Non Tariff Income 361.66 494.19 132.52

2.29.3 As provided in the Regulation 36.3 of the MYT Regulations 2015, delayed
Payment Charge and Interest on Delayed Payment is not considered under

Non-Tariff Income.

2.29.4 MSEDCL has not considered income from grants and contribution reported
under non-tariff income, as the treatment (i.e. excluded while calculating
depreciation) to the same is already considered while computing the

depreciation for the FY 2019-20.

2.29.5 MSEDCL further submits that the major components of Other/Misc. receipts

include:

Particulars Amount (Rs Cr.)

Interest on loans & advances to supplier/contractors: 2.66

Interest Income for prior period 0.31
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Particulars Amount (Rs Cr.)

Interest income from investments in Bank Deposits 30.87

Sundry Credit Balances written back 25.69

Miscellaneous Receipts (NEF Subsidy taken only) 99.18

Penalty charges recovered from vendor 78.28

Other income related to prior period 71.69

Profit on sale of Asset 9.29

Others 4.66

Interest on IPDS , DDUGY and smart Grid 59.30

Total 381.94

2.30 Income from Open Access Charges for FY 2019-20

2.30.1 MSEDCL has an income from Open Access Charges of Rs. 83.44 Crs as

against Rs. 29.59 Crs as approved by the Hon’ble Commission.
Table 39: Income from Open Access Charges for FY 19-20

Rs. Crs
Particulars FY2019-20 | FY2019-20 |\, .otion
(Approved) (Actual)
Income from Open Access Charges 29.59 83.44 53.85

2.30.2 Details of income from Open Access charges are provided in the following

Table.
Table 40: Details of Income Open Access Charges for FY 19-20
. Amount

Particulars (in Rs. Crs)
Energy Charges Open Access 1.37
F.C.A Charges Open Access 0.02
Additional Charges Open Access 0.38
Adjustment to past billing Open Access -78.91
Cross Subsidy Surcharge Open Access 112.42
Wheeling Charge Open Access 30.35
Transmission Charge Open Access 198.35
Operating Charges Open Access 17.55
Threshold penalty Open Access 0.27
Total Income from Open Access Charges 281.79
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2.30.3 Hon’ble Commission vide MYT Order dated 30th March 2020 in Case no. 322
of 2019 for the purpose of provisional true-up for FY 2019-20 while estimating
income from OA charges for FY 2019-20 had estimated a same level of
transmission charges as in FY 2018-19 i.e. Rs. 182.33 Crore. Further, in
accordance with the ruling of Hon’ble Commission in the Order in Case
No.361 of 2018 dated 14 June, 2019 and Regulations 14(1)(v) of the DOA
Regulations, 2019 (First Amendment), for the purpose of provisional true-up
has disallowed Rs. 182.33 Crore from the projected income from OA charges,
while approving net income from OA charges for FY 2019-20. Accordingly,
MSEDCL has excluded the transmission charges open access revenue from
the income from OA charges.

2.30.4 Hence, MSEDCL humbly requests to the Hon’ble Commission to approve the
Income from Open Access Charges as per the Audited Accounts.

2.31 Income from Trading of Surplus Power for FY 2019-20

2.31.1 MSEDCL has an Income of Rs. 335.99 Crs. From trading of surplus power as

provided in following table.
Table 41: Income from Trading of Surplus Power for FY 19-20

Rs. Crs
Particulars e I e
(Approved) (Actual)
Income from Trading of Surplus Power 298.18 335.99 37.81

2.31.2 MSEDCL humbly requests to the Hon’ble Commission to approve the income
from sale of surplus power as shown in above table.

2.32 Income from Wheeling Charges for FY 2019-20

2.32.1 MSEDCL has an income from Wheeling Charges of Rs. 1.10 Cr. in actual
and as approved by the Hon’ble Commission.
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Table 42: Income from Wheeling Charges for FY 2019-20
Rs. Crs
. FY 2019-20 | FY 2019-20 -
Particulars (Approved) (Actual) Deviation
Income from Wheeling Charges 1.79 1.10 (0.68)

2.32.2 Hence, MSEDCL humbly requests to the Hon’ble Commission to approve the
Income from Wheeling Charges as per the Audited Accounts.

2.33 Income from Additional Surcharge for FY 2019-20

2.33.1 MSEDCL has an income from additional surcharge of Rs. 575.60 Cr during

FY 2019-20.
Table 43: Income from Additional Surcharge for FY 2019-20

Rs. Crs
Particulars e el e el e s
(Approved) (Actual)
Income from Additional Surcharge 317.14 575.60 258.46

2.33.2 MSEDCL humbly requests the Hon’ble Commission to approve the income
from additional surcharge as per the Audited Accounts.

2.34 Revenue Gap/(Surplus) for FY 2019-20

2.34.1 Based on the above submissions, the summary of ARR (after sharing of
efficiency gains &losses) for the Wires Business and Supply Business, as per
Audited Account and as approved by the Hon’ble Commission, for FY 2019-
20 is presented in the Table below.
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Table 44: Revenue Gap/Surplus for FY 19-20
Rs. Crs
Particulars FY2019-20 | FY2019-20 | & iction
(Approved) (Actual)
Power Purchase Expenses 55,967.62 61,897.22 5,929.60
Operation & Maintenance Expenses 7,463.76 7,517.97 54.22
Depreciation Expenses 2,665.53 2,438.03 (227.50)
Interest on Loan Capital 1,328.88 1,274.34 (54.54)
Interest on Normative Working Capital 135.77 131.40 (4.37)
Interest on Consumers Security Deposit 796.03 748.92 (47.11)
Other Finance Charges 31.10 22.08 (9.02)
Provision for bad and doubtful debts 732.63 854.96 122.33
Other Expenses 50.08 83.28 33.20
Income Tax 213.89 - (213.89)
Intra-State Transmission Charges MSLDC charge 4,867.55 4,871.25 3.70
Incentives/Discounts 307.03 337.25 30.22
Contribution to Contingency Reserves 142.76 128.19 (14.57)
Return on Equity Capital 1,866.79 1,893.43 26.64
RLC refund 1.84 1.77 (0.06)
Effect of sharing of gains/losses - 347.76 347.76
Past Period Adjustment by Commission 853.08 853.08 -
Revenue Gap Recovery Allowed 2,562.93 2,562.93 -
Impact of payment to MPECS in future years 40.17 40.42 0.25
Aggregate Revenue Requirement 80,027.43 86,004.28 5,976.85
Stabilisation amount as per MYT Order - - -
Total Aggregate Revenue Requirement 80,027.43 86,004.28 5,976.85
Less
Non-Tariff Income 361.66 494.19 132.52
Income from Open Access Charges 29.59 83.44 53.85
Income from Trading of Surplus Power 298.18 335.99 37.81
Income from Wheeling Charges 1.79 1.10 (0.68)
Income from Additional Surcharge 317.14 575.60 258.46
Net Aggregate Revenue Requirement 79,019.07 84,513.96 5,494.89
Revenue from Sale of Power 78,965.30 72,944.55 (6,020.75)
Revenue from Retail Supply Business
Revenue from Wires Business
Revenue Gap/(Surplus) 53.77 11,569.40 | 11,515.64

2.34.2 The Hon’ble Commission in its MYT Order dated 30" March 2020 has

approved Aggregate Revenue Requirement of Rs. 80,027.43 Cr. for FY 2019-
20. MSEDCL submits actual ARR of Rs. 86,004.28 Cr. with a deviation of Rs
5,976.85 Crs. Considering the impact of revenue and other income, the truing
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up requirement works out to be Rs. 11,515.64 Cr. MSEDCL requests the
Hon’ble Commission to allow MSEDCL the true up requirement as submitted

above.
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3 TRuUE UpoF FY 2020-21

3.1 Preamble

3.1.1 This section outlines the actual performance of MSEDCL for the FY 2020-21.
MSEDCL hereby submits final True Up for FY 2020-21 comparing the actual
audited data for FY 2020-21 with those approved by the Hon’ble Commission
vide MYT Order dated 30" March 2020 in Case no. 322 of 2019. The Board of
Directors of MSEDCL has approved the Audited Annual Accounts for the
period April 2020 to March 2021 and Statutory Auditors M/s. CNK &
Associates LLP, M/s. Shah & Taparia, and M/s. GMJ & Co have audited the
Accounts vide report dated 24/11/2021 attached as to this Petition.
Subsequently, this Audited Annual Accounts for FY 2020-21 was restated
during approval of Audited Annual Accounts for FY 2021-22. MSEDCL hereby
proposes to true up its expenses and revenues based on the said Audited
Accounts for FY 2020-21. As per Indian Accouting Standard — (Ind AS) 8 —
Accounting Policies, Changes in Accounting Estimated and Errors, if any error
or omission result in prior period expenses then, such prior period expenses
shall be adjusted in the year in which pertains. The Audited Annual Accounts
for FY 2020-21 was restated during approval of Audited Annual Accounts for
FY 2021-22. The copy of restated Audited Accounts for FY 2019-20 and FY
2020-21 annexed as Annexure 13. The same may please be referred
wherever required.

3.1.2 Following section outline the deviations in actual expenses/revenue for FY
2020-21 based on the Audited Accounts of MSEDCL in comparison with the
expenses/revenue approved by the Hon’ble Commission vide MYT Order
dated 30" March 2020.

3.2 Principles of Truing-up for FY 2020-21

3.2.1 MSEDCL submits that the MERC (Multi Year Tariff) Regulations, 2019
specifies that the Mid-Term Review Petition shall comprise of Truing up for FY
2020-21 which has to be carried out based on the provisions of the MERC
(Multi Year Tariff) Regulations, 2019.

3.2.2 In line with the provisions of MERC (Multi Year Tariff) Regulations, 2019,
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MSEDCL has computed this Truing-up for FY 2020-21.

3.3 Category Wise Sales for FY 2020-21

3.3.1 Category wise actual sales for FY 2020-21 for MSEDCL excluding all
Distribution Franchisee have been summarized in the following table:

Table 45: Category wise Sales for FY 2020-21

Sales (MUs)
Category FY 2020-21 FY 2020-21 Deviation

(Approved) (Actual)
Residential 22,647.41 21,219.70 | (1,427.70)
Commercial 8,607.29 4,856.36 | (3,750.93)
HT-Industrial 33,577.23 28,285.99 | (5,291.23)
LT-Industrial 7,515.43 7,002.98 (512.45)
PWW 2,553.96 2,504.79 (49.17)
Street Light 2,258.45 1,832.03 (426.42)
Agriculture 27,727.32 34,060.49 6,333.17
Public Services 1,663.12 1,278.38 (384.73)
Railways 80.46 67.37 (13.10)
Others 718.60 580.12 (138.48)
MSEDCL Excl. DF 1,07,349.27 | 1,01,688.22 | (5,661.05)

3.3.2

3.3.3

3.3.4

MSEDCL submits that during the MYT process, the Hon’ble Commission had
approved the sales based on category-wise sales approved for FY 2018-19
as the base. The Hon’ble Commission had mostly applied 5-year CAGR for
projecting the sales for FY 2020-21. Now, the actual figures of FY 2020-21
are available.

As noted by the Hon’ble Commission in MYT Order at the time of MYT
process that MSEDCL was in advanced step/stage to introduce franchisee in
other areas, and hence, the Hon’ble Commission while projecting sales has
only considered Bhiwandi Franchisee and not factored in the impact of other
franchisees. Further, the Hon’ble Commission had opined that the same can
be done at MTR stage based on actual details.

Bhiwandi DF

M/s. Torrent Power Ltd. (TPL) has been appointed as Distribution Franchisee
for Bhiwandi circle and Distribution Franchise Agreement (DFA) was signed
between MSEDCL & M/s TPL on 20.12.2006. Distribution operations of
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Bhiwandi circle were handed over to M/s TPL on 26th January 2007. The term
of agreement was ten years and got expired on 26.01.2017. As per article 3.2
of DFA, the said agreement has been renewed and extended for 10 Years i.e.
up to 25th January 2027. Distribution Franchisee Renewal Agreement was
signed on 02.12.2016.

Thane DF — SMK area

3.3.5 Mr/s. Torrent Power Ltd. (TPL) has been appointed as Distribution Franchisee
for Shil, Mumbra & Kalwa (SMK) sub-divisions under Thane Urban Circle.
Distribution Franchisee Agreement (DFA) dated 11" February, 2019 is
effective for the period commencing from 1% March 2020 to 1%' March 2040.
Distribution operations of designated DF area were handed over to M/s. TPL
on 1% March, 2020.

Malegaon DF

3.3.6 M/s. CESC Limited has been appointed as Distribution Franchisee for
Malegaon Municipal Corporation area comprising of Malegaon Urban-I, Il and
Il Sub-divisions and 5 villages of Malegaon Rural sub-divisions under
Malegaon Circle. Distribution Franchisee Agreement (DFA) dated 29" May
2019 is effective for the period commencing from 1 March 2020 to 1% March
2040. Distribution operations of designated DF area were handed over the
M/s. CESC on 1! March, 2020.

3.3.7 Details of month wise sales are given in Form 1 of the Regulatory Formats.

3.3.8 MSEDCL hereby requests the Hon’ble Commission to approve the Sales for
FY 2020-21 as submitted as part of this Petition.

3.4 Distribution Losses for FY 2020-21

3.4.1 In MYT Order dated 30™ March 2020 in Case No. 322 of 2019, the Hon’ble
Commission had approved distribution loss of 18.01% (excluding EHV Sales
and OA Sales) for FY 2020-21. The actual distribution loss of MSEDCL for FY
2020-21 is 16.91% which is (1.10%) less than the Distribution Loss level
approved by the Hon’ble Commission.
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Table 46: Distribution Losses FY 2020-21
Particulars B el e el i
(Approved) | (Actual)
Distribution Loss (excl. EHV Sales & OA Sales) 18.01% 16.91%| (1.10%)

3.4.2 MSEDCL submits that it has been putting best endeavours for lowering the
Distribution Losses to the lowest possible level. MSEDCL has achieved a
significant reduction in distribution losses during recent years. However, loss
reduction is a slow process and becomes increasingly difficult for the loss
levels to come down after a particular level. The change in sales mix also
impact the distribution losses.

3.4.3 MSEDCL requests the Hon’ble Commission to approve the actual Distribution

Loss as per the above table.

3.5 Energy Balance for FY 2020-21

3.5.1 The quantum of sales as shown in Table 45 is 1,01,688.22 MUs,
representing the sales of MSEDCL excluding the sales in the area served by
Distribution Franchisees. As per the methodology adopted by Hon’ble
Commission for calculating energy balance of MSEDCL as a whole, the sales
to the consumers within the Distribution Franchisee area has also been
considered. Therefore, energy available for sale for FY 2020-21 is computed

as below:
Table 47: Energy Sales for MSEDCL for FY 2020-21

MUs
Particulars FY2020-21 | FY2020-21 | o 0 iation
(Approved) (Actual)

Energy Sales by MSEDCL for FY 2020-21 1,07,349.27 | 1,01,688.22 | (5,661.05)
Add: Category wise sales in DF area 3,272.95 3,549.73 276.78
Add: OA Sales (Conventional) 3,983.40 3,319.25 (664.15)
Add: Renewable OA 859.40 956.22 96.82
Total Energy Sales 1,15,465.02 [ 1,09,513.42 | (5,951.60)

3.5.2 MSEDCL submits that the total energy sales for FY 2020-21 is 1,09,513.42

MUs as compared to 1,15,465.02 MUs which was approved by the Hon’ble
Commission in MYT Order dated 30" March, 2020. The Hon’ble Commission
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is requested to allow the same.

3.5.3 MSEDCL further submits that it is procuring power from various Sources
including MSPGCL, CGS including nuclear power plants, Traders, IPPs and
Renewable Sources. It would be very difficult to differentiate which power is
coming from which source at Transmission periphery. Hence an average
inter-state loss for the whole year is considered for power sourced from
outside the State of Maharashtra.

3.5.4 MSEDCL also submits that data of metered energy is available at 3 points: at
bus-bar of the generating station, at T <> D interface i.e. at Distribution
Periphery and sales at consumer end. It is further to state that to calculate
Distribution Loss, it considers metered energy.

3.5.5 MSEDCL submits that based on the power scheduled at generator bus for
Maharashtra is available as Full Schedule on WRLDC web based scheduling
software. Similarly, power scheduled at Maharashtra state periphery is
available as Net schedule on WRLDC web based scheduling software.

3.5.6 In case of Tarapur Atomic Power Station of NPCIL (TAPS 1&2) which is
considered as ISGS station but connected to Maharashtra State STU network
for power evacuation. Hence for scheduling of power to Maharashtra, no PoC
/ scheduling loss is considered. Similarly, EMCO Warora is located in
Maharashtra but this generating station is connected to ISTS network. Hence
power is scheduled by WRLDC.

3.5.7 For interstate loss computation, power scheduled from ISGS station, CGPL,
EMCO, SSP, Pench & short term through Inter-state network i.e. whose
scheduling done by RLDC is taken into consideration.

3.5.8 MSEDCL also purchase power from power market mainly Indian Energy
Exchange as per requirement to meet demand or for cost optimization. The
power purchase from Indian Energy Exchange is at Regional periphery and
drawal losses are applicable for energy purchased from IEX to compute
energy available at Maharashtra State periphery.
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3.5.9 Further MSEDCL also had agreements for banking of power from States like
Haryana, Himachal Pradesh, and Punjab etc. In banking arrangement, Power
transactions are settled at Regional Periphery and concern DISCOMs has to
bear Drawal loss when receiving power from other DISCOM and has to bear
injection loss when delivering power to other DISCOM.

3.5.10 MSEDCL submits that the surplus power traded at Exchange is billed at
Regional Periphery and bilateral power traded is billed at STU periphery. The
quantum of 286 MUs shown under ‘Surplus Energy Traded’ is the actual
energy traded by MSEDCL at STU periphery during FY 20-21

3.5.11 As per provisional monthly settlements by MSLDC imbalance units for FY 20-
21 are considered as (805.39) MUs. MSEDCL submits that the WRLDC
provides web based scheduling reports on
HTTP://SCHEDULING.WRLDC.IN/WBES/ACCOUNT/LOGIN. This site provides the
details of full schedule and net schedule from each Inter State Generating
Station (ISGS). The WRLDC uses this data for loss calculation. Further,
WRPC prepares the REA from this data which forms the basis of billing for
ISGS. MSEDCL prepared the cumulative information for FY 20-21 based on
these reports. Considering the energy at ex bus bar and energy received at
STU periphery from these reports, MSEDCL has considered the inter-state
transmission losses as 3.17%.
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At regional | Energy Received
. . . Interstate
Source of Power (Station wise) | Periphery at State Loss
(MUs) Periphery (MUs)
NTPC 31415.78 30325.73 3.5%
NPCIL 4066.90 3957.53 2.7%
SSP 855.76 854.19 0.2%
Pench 142.94 142.92 0.0%
EMCO Power 1483.93 1432.71 3.5%
CGPL 5111.51 4954.50 3.1%
Short Term Power Purchase 4084.93 3998.69 2.1%
NVVN + Inter-State 143.98 125.12 3.5%
Total Power Scheduled from 47305.73 45805.23 3.17%
Inter State Source

3.5.12 MSEDCL further submits that the MSLDC computes the Intra State
Transmission System (InSTS) Grid Loss based on the Energy Input and
Energy Output. This is grid loss for the Maharashtra Transmission System
and not for MSEDCL. Hence, considering the fact that Grid Loss cannot be
same for all Distribution Licensees, MSEDCL has computed Intra-State
Transmission losses separately and shown below table of Energy Balance for
FY 2020-21. Power purchase, sales and energy at Distribution Periphery
being metered figures in this petition, Intra State losses is the number which is
required to be computed.

3.5.13 Further, Intra State transmission loss for Maharashtra System is 4.30%.
MSEDCL has considered this Intra-State transmission loss for computing the
input for OA consumption, as mandated by the Hon’ble Commission in MYT
Order.

3.5.14 Considering the energy available for sale for FY 2020-21 as shown in Table
47, the energy balance for MSEDCL is calculated. The following table shows
the energy balance for FY 20-21.
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Table 48: Energy Requirement and Energy Balance FY 2020-21
. . FY 2020-21
Particulars Calculation | UoM MVT Order | Actual
LT Agriculture Sales (Including D.F) a MU 26,354 33,135
LT Sales excluding Agriculture Sales (Including D.F) b MU 43,345 38,147
HT Sales excluding EHV level sales (Including D.F) c MU 30,565 24,895
Total Sales including D.F (Excluding EHV Sales) d=a+b+c MU 1,00,265 96,176
OA Sales (Renewables) e MU 859 956
OA Sales (Conventional) f MU 3,983 3,319
Retail Energy Sale to Consumers (Excluding EHV Sales) A=d+e+f MU 1,05,108 1,00,452
Sale due to Surplus Energy Traded B=1%"*(d+t) MU 1,106 286
Retail Energy Sale including surplus traded (Excluding EHV Sales) C=A+B MU 1,06,214 1,00,738
Total Power Purchase D=g+h MU 1,39,584 1,32,485
Power Purchase Quantum from Intra-State sources g MU 98,524 85,180
Power Purchase Quantum from Inter-State sources h MU 41,060 47,305
Inter-State Losses i % 3.10% 3.17%
Power Purchase Quantum from Inter-State sources at MS Periphery j=h*(1-i) MU 39,786 45,805
Add: FBSM 0 MU - (805.39)
Power Quantum handled at Maharashtra Periphery K=g+] MU 1,38,310 1,30,179
Infirm Non-PPA Wind Power I=e/(1-q) MU 888 999
Input for OA Consumption m=f/(1-q) MU 4,114 3,468
Total Power Purchase Quantum Handled N=k+l+m-v MU 1,42,738 1,34,647
Surplus Power Traded 0=B MU 1,106 286
Energy Requirement at G<>T Periphery p=n-0 MU 1,41,632 1,34,361
Intra-State Transmission Loss q % 3.18% 4.30%
Intra-State Transmission Loss r=p*q MU 4,502 5,775
Net Energy requirement at T<>D Periphery S=p-r MU 1,37,130 1,28,586
EHV Sales t MU 10,357 9,062
Net Energy Available for Sale at 33kV u=s-t MU 1,26,773 1,19,524
Energy injected and drawn at 33kV \ MU 573 694
Total Enerqgy Available for Sale at 33kV E=u+v MU 1,27,346 1,20,218
Energy Available for Sale including Surplus traded (excl. OA Sales) # F=E-l-m+o MU 1,23,451 1,15,750
Distribution Loss (Excl. EHV Sales and OA Sales) # G=E-A MU 22,238 19,574
Distribution Loss (Excl. EHV Sales and OA Sales) H=G/F % 18.01% 16.91%

3.5.15 MSEDCL submits that while calculating parameter ‘G’ i.e.,

‘Distribution Loss
(Excluding EHV Sales and OA Sales)’, OA sales has been excluded from both
parameters ‘F’ as well as ‘d’. MSEDCL has considered the formula as ‘G= F-
d’. Further, MSEDCL submits that while calculating the parameter ‘F’ i.e.,
‘Energy Available for Sale including Surplus traded (Excl. OA sales), surplus
power traded has been excluded as same is being sold at transmission
periphery. MSEDCL has considered the formula as ‘F= E-I-m’.

3.5.16 MSEDCL requests the Hon’ble Commission to approve the Energy Balance
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as shown in the table above.

3.6 Power Purchase Expenses for FY 2020-21

3.6.1 MSEDCL has following sources of firm power viz.
e Maharashtra State Power Generation Company Limited (MSPGCL)
e Purchase from Central Generating Stations
e |PPs (JSW (Ratnagiri), Mundra UMPP CGPL, Adani Power Limited,
Rattanindia Limited, Emco Power Limited etc.)

3.6.2 MSEDCL also buys power from other sources such as Sardar Sarovar and
Pench Hydro project, renewable sources including co-generation, wind power
and solar generation.

3.6.3 In addition to the above sources, in case of any shortfall from approved
sources, when demand exceeds availability or for cost optimization, MSEDCL
sources power from exchange/Traders or other sources at the market price
through competitive bidding in accordance with the Guidelines of MoP.

3.6.4 Following table summarizes the source wise power purchase done by
MSEDCL during the FY 20-21.
Table 49: Source wise Power Purchase for FY 20-21

PP Quantum (MUs) PP Cost (Rs. Cost) PP Cost (Rs. /Unit)
roved . roved
Source A?anYT Actual Deviation fa T L Actual Deviation A?anYT Actual | Deviation
MYT Order
Order Order

MSPGCL 53,130.08 | 47,684.94 | (5,445.14)] 22,189.34 [ 20,076.59 | (2,112.76) 4.18 4.21 0.03
NTPC 28,082.61 | 31,545.02 3,462.42 | 10,627.68 [ 10,840.30 212.62 3.78 3.44 (0.35)
NPCIL 4,932.23 |  4,066.90 (865.33) 1,407.05 1,253.73 (153.33) 2.85 3.08 0.23
SSP 1,209.94 855.76 (354.18) 248.05 175.43 (72.62) 2.05 2.05 (0.00)
Pench 136.50 142.94 6.44 27.98 29.30 1.32 2.05 2.05 0.00
Dodson 115.72 76.65 (39.07) 17.78 17.64 (0.15) 1.54 2.30 0.76
JSW 1,934.21 1,919.67 (14.5) 698.54 594.77 (103.77) 3.61 3.10 (0.51)
CGPL 5,157.89 | 5,111.51 (46.37) 1,515.68 1,455.84 (59.84) 2.94 2.85 (0.09)
Adani Power 20,986.36 | 17,059.49 | (3,926.88) 7,829.51 8,249.89 420.37 3.73 4.84 1.11
EMCO Power 1,370.06 1,483.93 113.87 616.88 603.95 (12.93) 4.50 4.07 (0.43)
Rattan India 2,085.63 | 2,597.62 511.99 1,414.19 1,454.00 39.82 6.78 5.60 (1.18)
Sai Wardha 923.35 923.35 455.03 455.03
Renewable 20,272.00 | 14,918.10 | (5,353.90) 9,081.89 7,423.00 | (1,658.89) 4.48 4.98 0.50
Traders 4,084.93 4,084.93 1,176.16 1,176.16 2.88 2.88
RECs - - 130.01 - (130.01)
PGCIL Charges - 3,321.46 3,538.02 216.56
FBSM - - (1,064.14)|  (1,064.14)
Inter State Purchase 14.29 14.29 9.75 9.75
Intra State Purchase - -
Total Power Purchase 1,39,413 | 1,32,485 (6,928) 59,126 56,289 (2,837) 4.24 4.25 0.01
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3.6.5 In the following paragraphs, the detailed reasons for variation in the power
purchase quantum and cost are provided.

a) MSPGCL — In view of lower demand due to COVID-19 pandemic and
lower prices prevailing on power exchanges, Zero Schedule was given to
units of generating stations of MSPGCL such as Nashik, Koradi — 6&7 and
Bhusawal — 3. The fixed cost paid towards Reserved Shut down/Zero
Schedule have impacted total power purchase cost. Also, FSA bills of Rs.
-950 Cr received.

b) Central Generating Stations- Actual units received from Mouda 1 & 2 was
at lower side hence, cost for the same was less. Further, due to ECR
revision approx. amount of Rs. 80 Cr received and COVID-19 rebate on
Rs. 168 Cr received. Further, NPCIL TAPS 1& 2 units are under shut
down from month of January 2021.

c) JSW- The reduction in rate in on account of negative escalation index for
imported coal index.

d) CGPL — The reduction in rate in on account of negative escalation index
for imported coal index.

e) Adani Power Maharashtra Limited- In view of lower demand in Covid 19
pandemic, units were under Zero Schedule for 4.5 months (in case of
APML 125 MW), 4 months (in case of APML 1200 MW), and 5.5 months
(in case of APML 440 MW).

In case of APML 125 MW, APML 1200 MW and APML 440 MW capacity
charges had to be paid as per PPA, resulting in increase in per unit cost as
compared to previous year.

Domestic coal shortfall of Rs.11.54 Crs (in case of APML 125 MW),
Rs.171.85 Crs (in case of APML 1320 MW), Rs. 82.31 Crs (in case of
APML 1200 MW) and Rs. 22.38 Crs (in case of APML 440 MW) is
considered.
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fy EMCO Power: PoC chagres approved for 12 months however from
December 2020 onwards PoC charges subsumed in PGCIL bills. CERC
escalation index applicable to Domestic coal and transportation is Nil
throughout the year hence, actual rate did not increase in line with MYT
rate.

g) Rattanindia: In view of lower demand in Covid 19 pandemic, units were
under Zero Schedule for 8.5 months. Further, capacity charges had to be
paid as per PPA, resulting in increase in per unit cost as compared to
previous year. Variable per unit cost is reduced from Rs. 2.9013 to Rs.
2.4413 w.e.f. January 2021.

h) Sai Wardha: Hon’ble Commission has not approved any quantum from
newly started IPP.

i) Inter-State: 14 MUs purchased from MPEB for villages in Nagpur and
Amravati.

j) Short-term PP: During lockdown in Covid-19 pandemic period energy at
lower rate was available at power exchange. MSEDCL has done
procurement for cost optimisation which resulted in saving in power
purchase expenses.

k) FBSM: MSEDCL received amount to the tune of Rs. 1064.14 Crs against
FBSM for various cases.

B Renewable Energy:

Non-Solar

I Reasons for variation in generation is due to less wind generation
may be due to contract violation of O&M between Wind Generator
and Wind Developer, RoW issues or due to major breakdown and
low wind.

i. Generation from Bagasse is also less due to COVID-19, there were
issues related labour those are required for cutting and transporting
the sugar cane from the field to sugar plant. This resulted in delay in
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start of crushing season and also sugar factories were not able to
run at full capacity.

il Due to COVID-19 pandemic situation, Scheduled Commercial
operation date of about 726 MW wind power projects has been
extended.

iv. Further, the preferential tariff is much higher than the competitive
tariff. Due to delay in project commissioning power purchase
through competitive tariff is being delayed.

In case solar, Rs. 63.54 Crs considered towards Change in Law due to
which tariff is increased. Major reason for delay in project commissioning
is due to outcome of pandemic situations.

m) PGCIL Charges: Due to implementation of CERC (Sharing of Inter-State
Transmission Charges and Losses) Regulations, 2020 PoC charges
revised from month of December 2020. MSEDCL also received Covid-19
rebate of Rs. 109.13 Crores and PoC-3 bills for Rs. 421 Crs pertaining to
FY 2020-21 and hence same are considered.

3.6.6 MSEDCL most respectfully submits that the above changes are beyond the
reasonable control of MSEDCL but well within the regulatory provisions for
consideration in true up. Hence, MSEDCL requests the Hon’ble Commission
to approve the power purchase expenses as per Audited Accounts.

3.6.7 MSEDCL submits that details of RE Purchase for FY 20-21 are provided in
following table.

Source FY 2020-21
Quantum (MU) | Cost (in Rs. Crs.)
Wind 5,533.11 2,581.67
SHP 400.55 169.07
Bagasse based Cogen. 3,747.21 2,401.97
Biomass 344.02 247.79
MSW 0.09 0.04
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Total Non-Solar 10,024.97 5,400.53
Solar 3,027.13 1,177.93
SECI 1,750.39 803.30
NVVN (Solar) 28.16 30.22
Solar Rooftop 87.46 11.03
Total Solar 4,893.13 2022.47
Total 14,918.10 7,423.00

3.7 Transmission Charges for FY 2020-21

3.7.1

MSEDCL submits the actual transmission charges and SLDC charges paid to

MSETCL and MSLDC as summarized in following table.

Table 50: Transmission Charges paid to Transmission Licensee for FY 2020-21

Rs. Crs
Particulars FY'2020-21 | FY 202021 1 o tion
(Approved) (Actual)
Intra-State Transmission Charges 5,671.59 5,687.41 15.82
MSLDC Charges 28.33 28.33 0.00
Total 5,699.92 5,715.74 15.82

3.7.2 MSEDCL submits that it pays the transmission charges to STU as per the
INSTS Order issued by Hon’ble Commission from time to time. MSEDCL
requests the Hon’ble Commission to approve the actual Transmission and
MSLDC charges as per the Audited Accounts as shown in above table.

3.8 Fixed Costs for FY 2020-21

3.8.1 Based on the Capital Cost and the consequent Capitalized Expenditure,
Equity Component and Normative Debt, the fixed cost of MSEDCL for FY
2020-21 (excluding fixed component of PP cost) has been determined in
accordance with the provisions of the MYT Regulations, 2019 outlined
thereof. As outlined under the regulations, the fixed cost for MSEDCL has
been determined under the following major heads along with other items of
expenditure:

e Operation and Maintenance Expenses
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e Depreciation

¢ Interest and Finance Charges
¢ Interest on Working Capital

e Return on Equity

3.8.2 Net Aggregate Revenue Requirement has been computed after netting off
Expenses capitalized.

3.8.3 Head wise comparison has been made between the values approved by the
Hon’ble Commission vide MYT Order dated 30™ March 2020 in Case no. 322
of 2019 for FY 2020-21 and the values as per the audited accounts.

3.9 Actual Operation & Maintenance Expenses for FY 2020-21

3.9.1 Operations and Maintenance (O&M) Expenses of the company consists of
Employee Expenses, Administrative and General Expenses and Repairs and
Maintenance Expenses.

3.9.2 The following table provides the actual O&M expenses (net of capitalisation)

for the FY 2020-21
Table 51: Actual O&M Expenses for FY 2020-21

Rs. Crs
Particulars Actual
Actual O&M Expenses 7,168.28

3.9.3 Head-wise details of employee expenses, A&G Expenses and R&M
Expenses have been provided in Regulatory Formats.

3.9.4 Following table provides the comparison of actual O&M expenses for FY 19-

20 and FY 20-21.
Table 52: Comparison of actual O&M Expenses for FY 19-20 & FY 20-21

Rs. Crs
Sr. Particulars FY 2019-20 | FY 2020-21 Difference
No.
1 Employee Exp. (Net) 5,307.38 5,368.20 60.82
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Sr. Particulars FY 2019-20 FY 2020-21 Difference
No.
2 A & G Exp. (Net) 713.11 763.87 50.76
3 R & M Exp. 773.84 1,036.21 262.37
Total O & M Exp. 6,794.33 7,168.28 373.95

3.9.5 There is an increase of Rs. 373.95 Crs in O&M Expenses for FY 20-21 over
FY 19-20.

3.9.6 Following Table summarises the reasons for change in major components of

O&M Expenses for FY 20-21 over FY 19-20.
Table 53: Major components of O&M expenses for FY 20-21 over FY 19-20

Sr.

No Particulars FY 19-20 FY 20-21 Difference Remark

1. Employee Cost

1.1 | Basic Salary 2,848.97 2,806.02 (42.95) g;‘;enéﬁure“ﬁgggeegrteag o SPloyaes

Due to increase in minimum wage |,
371.39 497.08 125.69 | Allowances & increase in outsource
employees, the expense is increased

19 Expenditure on
) Outsourced Employees

There is increased in DA from 17% to

1.3 | Dearness Allowance 378.93 473.22 94.30 | 580, in FY 2020-21

In FY 2019-20 due to last year 18-20
Earned Leave block, more leave encashment

1.4 Encashment 573.62 384.66 (188.96) application received, also FY 2020-21

Actuary valuation prov. Pending

The prov. For fixation for allowances
has been made in the GL 40201201,
1.5 | Other Allowances 204.93 167.75 (37.18) | whereas actual payment of arrears is
reflected in corresponding Expenditure
GLs included in employee cost

HRA is increased from 24% to 27% in

1.6 | House Rent Allowance 220.57 300.16 79.59 | £y 5020-21
17 Prowc'ient. Fund 381.82 42992 48.09 Due to mgrement & rise in DA, the PF
Contribution has been increased

Due to Sanitizer impress given to
Class 3 and 4, also due to change in
method of interest working, also due to
1.8 | Staff Welfare Expenses 46.63 89.92 43.29 | new insurance policy premium has
increased from Rs. 17951 per
employee in FY 2019-20 to Rs. 26255
per employee in FY 2020-21

1.9 | Gratuity Payment 415.90 311.66 (104.24) g;gené‘i’tur;e;';es"::gace%f employees,

2. Administration & General Expenses
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S:;' Particulars FY 19-20 FY 20-21 Difference Remark
2.1 | Rent Rates & Taxes 80.35 116.74 36.39 | Actual expenditure
Due to increase in DA of security
Security Measures for guard exp. has increased. Also
2.2 Safety Protection 136.85 161.78 24.94 security guard for new substation is
employed.
Expenditure on up keep . .
2.3 of office premises 14.05 18.51 4.46 | Actual expenditure has increased
Expenditure on .
2.4 Computer Billing 274.05 257.34 (16.71) | Due to Lockdown exp. is less
Commission/Collection Due to Lockdown exp. in FY 2020-21
2.5 charges 68.63 60.69 (7.94) is loss
3. Repair & Maintenance Expenses
3.1 | Plant & Machinery 283.42 532.47 249,05 | Due fo Nisarga Cyclone, the exp. has
been increased
3.2 | Civil Works 34.10 50.05 15.95 | Actual expenditure
3.3 | Lines & Cable Networks 357.50 433.98 76.47 | Due 1o Nisarga Cyclone, the exp. has
been increased
OPEX expenses exp. are reduced
3.4 | Office Equipment 68.71 19.28 (49.43) | from R & M exp. & shown separately in
Admin & General Exp.
3.5 | Others 29.53 0.00 (29.53) | Actual expenditure

3.9.7 MSEDCL further submits that in the employee expenses, MSEDCL has
reduced Rs. 5.43 Crs towards Re-measurement of defined benefit plans. In
this regards, MSEDCL would like to submit that the Gratuity is recognised at
the year-end by using projected unit credit method as on 31% March 2021. It is
unfunded defined benefit plan.

3.10 Normative Operation & Maintenance Expenses for FY 2020-21

3.10.1 MSEDCL submits that Regulation 75 and Regulation 84 of the MERC (MYT)
Regulations, 2019 provides for the O&M Expenses norms for Distribution
Wires Business and Retail Supply of electricity respectively.

3.10.2 As per the said Regulations relating to the Truing-up of O&M expenses:

“75.2 ...

Provided also that at the time of true-up for each Year of this Control
Period, the Operation and Maintenance expenses shall be derived on
the basis of the Final Trued-up Operation and Maintenance expenses
after adding/deducting the sharing of efficiency gains/losses, for the
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base year ending March 31, 2020, excluding abnormal expenses, if
any, subject to prudence check by the Commission, and shall be
considered as the Base Year Operation and Maintenance expenses.
75.3 The Operation and Maintenance expenses for each subsequent year
shall be determined by escalating these Base Year expenses of FY
2019-20 by an inflation factor with 30% weightage to the average
yearly inflation derived based on the monthly Wholesale Price Index of
the respective past five financial years as per the Office of Economic
Advisor of Government of India and 70% weightage to the average
yearly inflation derived based on the monthly Consumer Price Index for
Industrial Workers (all-India) of the past five financial years as per the
Labour Bureau, Government of India, as reduced by an efficiency
factor of 1% or as may be stipulated by the Commission from time to
time, to arrive at the permissible Operation and Maintenance expenses
for each year of the Control Period:
Provided that, in the Truing-up of the O&M expenses for any particular
year of the Control Period, an inflation factor with 30% weightage to the
average yearly inflation derived based on the monthly Wholesale Price
Index of the respective past five financial years (including the year of
Truing-up) and 70% weightage to the average yearly inflation derived
based on the monthly Consumer Price Index for Industrial Workers (all-
India) of the respective past five financial years (including the year of
Truing-up), as reduced by an efficiency factor of 1% or as may be
stipulated by the Commission from time to time, shall be applied to
arrive at the permissible Operation and Maintenance Expenses for that
year:
Provided further that the efficiency factor shall be considered as zero,
in case there is an increase in the number of consumers including
Open Access consumers connected to the Distribution Wires of at least
2 percent annually over the last 3 years:
Provided also that in case such increase in the number of consumers is
lower than 2 percent annually over the last 3 years, then the reduction
in efficiency factor shall be considered in proportion to the percentage
growth in the number of consumers.”
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3.10.3 Following table provides the year-on-year variations in CPl and WPI for the
last 5 years. Considering the average WPI and CPI and provisions of the
MERC (MYT) Regulations 2019, MSEDCL has calculated the escalation
factor as shown in the following table.

Table 54: Escalation factor for FY 2020-21

Year WPI Annual CPI Annual
Increase Increase
FY 2014-15 113.88 250.83
FY 2015-16 109.72 -3.65% 265.00 5.65%
FY 2016-17 111.62 1.73% 275.92 4.12%
FY 2017-18 114.88 2.92% 284.42 3.08%
FY 2018-19 119.79 4.27% 299.92 5.45%

FY 2019-20 121.80 1.68%| 322.50 7.53%

FY 2020-21 123.38 1.29% 338.69 5.02%
5 Year Avg 2.38% 5.04%
Weight 30% 0.71% 70% 3.53%
Escalation Factor 4.24%
Efficiency Factor 1.00%

Efficiency Factor in case
of increase in no. of
consumers incl. OA

consumers connected to
the Distribution wires 0.00%
Rate with reduction 4.24%

3.10.4 MSEDCL further submits that MYT Regulations, 2019 quoted above also
provides that if the number of consumers of Distribution Licensee are
increased by more than 2% annually over the last 3 years, efficiency factor
shall be considered as zero. Accordingly, considering the escalation factor
with zero efficiency factor, MSEDCL has computed the normative O&M
expenses for FY 2020-21. Detailed calculations are given in the Regulatory
Formats.

3.10.5 Considering the above escalation factor and O&M expenses for FY 19-20
after considering the impact of sharing of gains computed in Final True Up for
FY 2019-20 Chapter 2, MSEDCL has calculated the O&M Expenses. Detailed
calculations are given in the Regulatory Formats. MSEDCL submits that
calculated O&M expenses are allocated between the Wires Business and
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Retail Supply Business in the ratio of allocation matrix provided in the MYT
Regulations, 2019), i.e., 65% to Wires Business and 35% to Supply Business.

The same is shown in following table.
Table 55: O&M Expenses for FY 2020-21

Rs. Crs
Particulars Prampal | Frmsne] Deviation
(Approved) | (Normative)
O&M Expenditure for Wires business 4,543.31 4,698.89 155.58
O&M Expenditure for Retail Supply business 2,446.40 2,530.17 83.77
Operation and Maintenance Expenses (A) 6,989.71 7,229.07 239.36

3.10.6 Hon’ble Commission in its MYT Order dated 30th March, 2020 in Case No.
322 of 2019 has added Rs. 582.11 Crores in FY 2020-21 to include the
impact of arrears on account of wage revision over and above derived
normative O&M expenses, which were related to second and third instalment
of the arrears proposed to be paid in FY 2020-21. As per the Regulations
75.4 (Wire) & 84.4 (Supply) and 75.5 (Wire) & 84.5 (Supply) of MYR
Regulations 2019 impact of wage revision has to be considered at the time of
true-up of any year. However, as the impact would be significant and would
entail allowing for carrying cost in future, Hon’ble Commission upon due
consideration by invoking its power to relax under Regulation 105 of MYT
Regulations, 2019 had decided to allow arrears of Rs. 582.11 in FY 2020-21
itself. MSEDCL submits that second instalment of pay revision of Rs. 269.00
Crs has been given in the month of February 2021. Further, third instalment of
pay revision of Rs. 355.00 Crs has been given in the month of December
2021. The wage revision related documents are attached as Annexure 11 to
this Petition. Accordingly, for the purpose of true-up, MSEDCL has calculated
total allowable O&M expenses for FY 2020-21, by considering Rs. 269.00
Crs over and above derived normative O&M expenses for FY 2020-21, as
shown in the following table.
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Table 56: O&M Expenses for FY 2020-21
Rs. Crs
FY 2020-21 | FY 2020-21 Deviation
(Approved) | (Normative)
O&M Expenditure for Wires business 4,543.31 4,698.89 155.58
O&M Expenditure for Retail Supply business 2,446.40 2,530.17 83.77
Operation and Maintenance Expenses (A) 6,989.71 7,229.07 239.36
Impact of arrears - Wires business 378.37 174.85 (203.52)
Impact of arrears - Supply business 203.74 94.15 (109.59)
Sub Total (B) 582.11 269.00 (313.11)
Total O&M Expenses (C = A+B) 7,571.82 7,498.07 (73.75)

3.10.7 Further, as per Regulations 75.4 of the MYT Regulations, 2019 in case the

expenditure on Repairs & Maintenance falls below 20% of total O&M
expenses allowed under these Regulations, then such savings in R&M shall
not be set off against other heads of O&M expenses. The relevant extract of
the Regulations is reproduced below:
“75.6 In case the expenditure on Repairs & Maintenance falls below 20% of
total O&M expenses allowed under these Regulations, then such savings in
Repairs & Maintenance shall not be set off against other heads of O&M
expenses:”

3.10.8 MSEDCL submits its R&M expenses are less due to the reasons explained
above which are attributable to COVID-19 pandemic situation. Hence,
MSEDCL requests Hon’ble Commission to kindly relax these regulations for
FY 2020-21 and allow expenses as per normal sharing of gains and losses.
MSEDCL requests the Hon’ble Commission to allow the O&M Expenses as
computed in above table.

3.11 Opex Schemes for FY 2020-21

3.11.1 MSEDCL submits that as per the Regulation 75.7 and 84.7 of the MYT
Regulations, 2019 the distribution licensee is allowed to undertake Opex
schemes for wires and supply business for system automation, new
technology and IT implementation etc. and such expenses may be allowed
over and above normative O&M expenses. The relevant extract of the
regulations is reproduced below:

“75.7 A Distribution Licensee may undertake Opex schemes for system
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automation, new technology and IT implementation, etc., and, such
expenses may be allowed over and above normative O&M Expenses,
subject to prudence check by the Commission:

Provided that the Distribution Licensee shall submit detailed
justification, cost benefit analysis of such schemes as against capex
schemes, and savings in O&M expenses, if any.

84.7 A Distribution Licensee may undertake Opex schemes for system
automation, new technology and IT implementation, etc,. and, such
expenses may be allowed over and above normative O&M Expenses,
subject to prudence check by the Commission:

Provided that the Distribution Licensee shall submit detailed
justification, cost benefit analysis of such schemes as against capex
schemes, and savings in O&M expenses, if any.”

3.11.2 Based on approval accorded in the MYT Order dated 30" March 2019 in
Case No. 322 of 2019, MSEDCL has incurred actual expenses of Rs. 27.05
Crs in FY 2020-21 as against Rs. 110.49 Cr. approved by Hon'ble
Commission. Following table shows the actual Opex Schemes expenses for
FY 2020-21.

3.11.3 Detailed justification, cost benefit analysis of such schemes and savings in
O&M expenses has been provided under Chapter 15 of this petition.

3.11.4 MSEDCL requests the Hon’ble Commission to allow the Opex Schemes
Expenses as shown in table below.
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Table 57: Opex Scheme Expenses for FY 2020-21
Rs. Crs
Particulars FY2020-21 | FY 2020-21 ) o vion
(Approved) | (Actual)
Opex Schemes (Wires Business) -
Substation Monitoring System (SMS) 69.53 0.47 (69.06)
MSEDCL Cloud Project 8.32 8.55 0.23
Annual Technical Support of SAP/HANA/Cracle
Software Licences 5.94 - (5.94)
Vehicle Tracking System 0.53 - (0.53)
Sub-Total 84.31 9.02 (75.29)
Opex Schemes (Retail Supply Business) -
Customer Care Center 6.60 6.70 0.10
RF-DCU (Expression of Interest & Tender) 4.80 2.78 (2.02)
MSEDCL Cloud Project 8.32 8.55 0.23
Annual Technical Support of SAP/HANA/Cracle
Software Licences 5.94 - (5.94)
Vehicle Tracking System 0.53 - (0.53)
Sub-Total 26.18 18.03 (8.15)
Total 110.49 27.05 (83.44)

3.12 Capitalisation for FY 2020-21

3.12.1 MSEDCL has achieved capitalization of Rs. 4,492.36 Cr in FY 2020-21 as
against Rs. 5,385.16 Cr. approved by Hon’ble Commission. Following table

shows the capitalization in FY 2020-21.
Table 58: Capitalisation for FY 2020-21

Rs. Crs
Particulars FY'2020-21 1/ BV 2020-21 1y s tion
(Approved) (Actual)
DPR Scheme 5,110.44 4,049.54 | (1,060.90)
Non DPR Scheme 274.72 442.82 168.10
Total Capitalisation 5,385.16 4,492.36 (892.80)

3.12.2 As per the Annual Accounts the addition to GFA is Rs. 4,526.15 Crs. whereas
in Form 4 MSEDCL has shown Capitalization as Rs. 4,492.36 Crs. MSEDCL
submits that in Form 4.2, only scheme wise details have been shown whereas
in Annual Accounts the Addition to GFA is shown in totality including land and
land rights, buildings etc. The detail of which is shown in the following table.
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Table 59: Addition to GFA as per Audited Accounts for FY 2020-21

. Amount

Sr. No. Particulars (Rs. Crs)
1 Capitalisation as per Note of the Accounts 4,526.15
2 Capitalisation as per Form 4 4,492.36

Other Assets

3 Land 3.17
4 Buildings 11.31
5 Vehicles -0.04
6 Furniture & Fixtures 0.65
7 General Assets 2.89
8 Other Civil Works 4.28
9 Computer Software 11.53
10 |Total (2 to 8) 4,526

3.12.3 MSEDCL further submits that the additional
provided in following table.

details of general assets are

Particulars Amount
Rs. Crs
Hydraulic works 0
Communication Equipment 0.81
IT Equipment 0.20
Office Equipment 1.21
Other Assets 0.63
Total 2.89

3.12.4 Hon’ble Commission in its previous Orders has allowed the capitalization
towards schemes not forming part of any specific scheme. MSEDCL further
submits that Hon’ble Commission has accordingly revised the GFA to that
extent as well. Therefore, MSEDCL requests the Hon’ble Commission to
approve the capitalization as per the Audited Accounts and revise the GFA
accordingly.

3.13 Depreciation for FY 2020-21

3.13.1 The Opening GFA as per MSEDCL'’s Audited Accounts is Rs. 62,400.97 Crs
excluding the impact of Final Transfer Scheme/Restructuring Plan and
subsequent revaluation. Accordingly, the depreciation has been reworked on
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a pro-rata basis on the revised Opening GFA for FY 2020-21 for the purpose
of True-Up which is summarized below.

Table 60: Depreciation for FY 2020-21

. Amount
Sr. No. Particulars (Rs. Crs)
1 Opening GFA for FY 20-21 (Actual ) 62,400.97
2 Opening GFA for FY 20-21 as per MERC 54,631.59
3 Less: Consumer Contribution and Grants
4 Net Opening GFA (Approved) 54,631.59
5 Depreciation (Actual) 3,031.64
6 Depreciation (Claimed in proportion to Actual) 2,654.18

3.13.2 MSEDCL requests the Hon’ble Commission to allow the Depreciation as
computed in above table.

3.14 Funding Pattern for FY 2020-21

3.14.1 As per the Regulation 27.1 of the MERC MYT Regulations, 2019, the debt-
equity ratio as on the date of commercial operation shall be 70:30 of the
amount of capital cost approved by the Commission. The said Regulation also
provides that if the equity actually deployed is more than 30% of the capital
cost, equity in excess of 30% shall be treated as normative loan for the
Licensee for determination of Tariff.

3.14.2 MSEDCL submits that the Hon’ble Commission has designed the formats for
submission of data in respect of Capex and Capitalization on yearly basis.
MSEDCL further submits that the information required by Hon’ble
Commission is on yearly basis whereas capital expenditure and capitalization
of project is a process which continues for 3 to 5 years. With such different
timelines, there will be spill-over of capex and capitalization and hence it
would be difficult to match the capex and capitalization and its funding on
yearly basis. MSEDCL also submits that previously funding gap (if any) was
shown as internal accrual and Hon’ble Commission has considered it as a
part of normative equity or normative loan. It is pertinent to note that many
times the Hon’ble Commission has restricted the equity to 30% if the equity
portion of the funding is exceeded 30% and excess equity was treated as
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normative loan. Thus, Hon’ble Commission has already given the necessary
effect for additional equity.

3.14.3 The funding pattern for FY 2020-21 for the capitalization achieved by
MSEDCL, in proportion to the funding pattern of capital Expenditure, is

presented in the following table:
Table 61: Funding Pattern of Capitalization for FY 2020-21

Particular Amount | Funding
(Rs. Crs) | Mix (%)
Total Capitalisation 4,492.36
Less: Consumer Contribution 367.83
Less: Grants 1,120.54
Balance to be funded 3,003.99
Equity 1,594.56 53%
Debt 1,409.42 47%
Equity 901.20 30%
Debt 2,102.79 70%

3.14.4 MSEDCL requests the Hon’ble Commission to approve the funding mix as
submitted in above table.

3.15 Interest Expenses for FY 2020-21

3.15.1 MSEDCL has computed the interest expenses on normative basis linked to
the normative opening loan and normative loan addition during the year.

3.15.2 MSEDCL submits that the Regulation 30.5 of the MYT Regulation, 2019
provides that at the time of Truing-up, the weighted average rate of interest
computed on the basis of the actual long-term loan portfolio during the
concerned year shall be considered as the rate of interest. Accordingly, for
arriving at the interest rate, MSEDCL has considered the weighted average
interest rate of actual loan portfolio of FY 2020-21. The computation of
weighted average interest rate of actual loan portfolio is shown in following
table.

MSEDCL January 23 94



X

MAHAVITARAN

Maharashtra State Electricity Distribution Co. Ltd

Final True Up For FY 2019-20, FY 2020-21, & FY 2021-22
Provisional True Up for FY 2022-23 and

Revised Projections & Tariff For FY 2023-24 to FY 2024-25
Main Petition

Table 62: Computation of weighted average interest rate for FY 2020-21

. Actual
Particulars Formula (Rs. Crs)
Qutstanding Loan at the start of the year a 16,695.90
Loan drawal during the year b 1,172.23
Loan repayment during the year c 2,714.58
Balance outstanding at the end of the year d=a+b-c 15,153.56
Average Loan for the Year e=Avg(a,d) | 15,924.73
Interest Expense incurred during the year f 1,589.88
Weighted Average Interest rate g=fle 9.98%

3.15.3 Regulation 30.3 of the MERC MYT Regulations, 2019 provides for loan
repayment during a year equal to depreciation allowed. The relevant extract is
reproduced below:

“30.3 The loan repayment during each year of the Control Period from FY
2020-21 to FY 2024-25 shall be deemed to be equal to the
depreciation allowed for that year.”

3.15.4 Considering the normative opening loan, normative loan addition during the
year and loan repayment equal to depreciation and the weighted average
interest rate of actual loan portfolio, MSEDCL has computed the interest

expenses on normative basis as summarized in table below:
Table 63: Interest Expenses for FY 2020-21

Rs. Crs
Particulars A epit) | [zl Deviation
(Approved) [ (Normative)
Normative QOutstanding Loan at beginning of the year 12,892.08 12,093.31 (798.77)
Less: Reduction of Normative Loan due to retirement of assets
Loan Drawal 2,743.57 2,102.79 (640.78)
Loan Repayment 2,817.91 2,654.18 (163.74)
Normative Balance QOutstanding at the end of the year 12,817.74 11,541.93 | (1,275.81)
Average Balance of Net Normative Loan 12,854.91 11,817.62 (1,037.29)
Interest Rate 10.28% 9.98%
Interest Expenses 1,320.86 1,179.84 (141.02)

3.15.5 MSEDCL submits that Hon’ble Commission had approved Funding of
Capitalization based on the approved capitalization in the MYT Order dated
30" March 2020. However, actual capitalization is lower than the approved
capitalization. The normative loan drawl is also lower than that approved in
MYT Order.
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3.15.6 MSEDCL requests the Hon’ble Commission to approve the normative interest
expenses as submitted in above table.

3.16 Interest on Working capital & Interest on SD for FY 2020-21

3.16.1 MSEDCL submits that Regulations 32.3 of the MERC MYT Regulations, 2019
provides for Interest on Working Capital for Wire business of electricity.
Further, the MYT Regulations, 2019 also provides that for the purpose of
Truing-up for any year, interest on working capital shall be allowed at a rate
equal to the weighted average Base Rate prevailing during the concerned
Year plus 150 basis points. The relevant extract is reproduced below:

‘2.11 (10)  “Base Rate” shall mean the one-year Marginal Cost of Funds-
based Lending Rate (‘MCLR’) as declared by the State Bank of
India from time to time;

32.3 (b)

Provided that for the purpose of Truing-up for any year, interest
on working capital shall be allowed at a rate equal to the
weighted average Base Rate prevailing during the concerned
Year plus 150 basis points.”

3.16.2 Base rate is considered at one-year MCLR of SBI plus 150 basis points.

MSEDCL has calculated the interest on working capital at 8.57%. The
detailed working of weighted average Base Rate is provided in following table:

Table 64: Working of weighted average Base Rate

From To Days Rate Days X Rate
01-04-2020 10-04-2020 9 7.75% 70%
10-04-2020 10-05-2020 30 7.40% 222%
10-05-2020 10-06-2020 31 7.25% 225%
10-06-2020 10-07-2020 30 7.00% 210%
10-07-2020 10-08-2020 31 7.00% 217%
10-08-2020 10-09-2020 31 7.00% 217%
10-09-2020 10-10-2020 30 7.00% 210%
10-10-2020 10-11-2020 31 7.00% 217%
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From To Days Rate Days X Rate
10-11-2020 10-12-2020 30 7.00% 210%
10-12-2020 10-01-2021 31 7.00% 217%
10-01-2021 10-02-2021 31 7.00% 217%
10-02-2021 10-03-2021 28 7.00% 196%
10-03-2021 01-04-2021 22 7.00% 154%
Weighted Avg. Rate 365 7.07% 2582%
Plus 150 Basis Points 1.50%
Total Weighted Avg. Rate 8.57%

3.16.3 MSEDCL further submits that the Regulation 30.11 of MYT Regulations, 2019
provides for Interest on Security Deposit at Bank Rate. The relevant extract is
reproduced below:

“30.11 Interest shall be allowed only on the amount held in cash as security

deposit from Transmission System Users, Distribution System Users
and Retail consumers at the Bank Rate as on 1% April of the Year for
which the interest is payable:
Provided that at the time of Truing-up, the interest on the amount of
security deposit for the year shall be considered on the basis of the
actual interest paid by the Licensee during the year, subject to
prudence check by the Commission.”

3.16.4 MSEDCL Commercial Circular No. 332 for Rate of Interest on Consumer
Security Deposit @ 4.65% per annum for FY 2020-21 is attached as
Annexure 7 to this Petition.

Impact of additional Working Capital Requirement for FY 2019-20, FY 2020-21

and FY 2021-22

3.16.5 The additional working capital requirement has been taken into cognizance by
the Hon’ble Commission in the MYT Order dated 30" March, 2020. The
excerpts of the same are reproduced below:

“Special Interim Dispensation:

11.1.4 The Distribution Licensees will be required to borrow/avail additional
working capital over and above the Regulations. Also, there will be
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other additional cost required to be incurred for continuing of
operations. Associated with this, there will be an additional working
capital interest. The Commission opines that in the present situation,
relief needs to be given to the electricity consumers affected by the
Lockdown directions. The Commission will take a appropriate view
on the additional expenses that are likely to be incurred by the
Distribution Licensees on account of additional Interest on
Working Capital during the MTR process.”

3.16.6 MSEDCL also submits that from the month of March 2020 onwards, MSEDCL
revenue collection was badly hampered due to lockdown situations. Also, the
moratorium given by the Hon’ble Commission and relaxation given in Contract
Demand revision for Industrial and Commercial (HT and LT) consumers
further worsened the revenue recovery of the MSEDCL. Further, actual sales
of subsidizing categories have decreased and the sales of the subsidized
category have increased. Further, lower recovery from agricultural consumers
which account to almost 30% of total sales of the MSEDCL coupled with lower
recovery from public water works and street-light consumers has also
worsened the financial situation.

3.16.7 MSEDCL also submits that pandemic of COVID-19 and the resultant situation
has prevailed for the whole of FY 2020-21. While partial unlock has taken
place in phased manner, the complete normalization of business is yet to
happen. Hence, the adverse financial impact due to lower sales of subsidizing
category consumers continued in FY 2020-21.

3.16.8In view of the outbreak of COVID-19 being an abnormal circumstance,

MSEDCL is suffering from financial crunch due to under recovery. MSEDCL

already approached the Hon’ble Commission underlining the need for

immediate relief by filing separate petition in the Case No. 60 of 2022. The
relevant excerpts of the Petition are reproduced below:

“48. Considering that the Mid Term Review (MTR) process would be done

in November 2022 and subsequently the orders will be issued only by

March 2023, this would lead to a long gap, which is difficult for the

petitioner to sustain its operations with such precarious financial
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condition. Hence, an immediate interim relief on account of the reasons
discussed above is necessary for the Petitioner in order to sustain its
operations. This will also avoid the passing of future carrying cost on
consumer. The Petitioner humbly submits that any adjustments due to
such relief and the details of the same would be duly submitted during
the MTR process.”

3.16.9 MSEDCL prayed for following reliefs in Case No. 60 of 2022:

D. Allow the impact of cross subsidy imbalance and interest on
additional working capital requirement for FY 2020-21 by way of
interim relief;

C. Allow the interim relief of Rs.7,298 Crore for FY 2020-21
immediately by way of additional charge through an appropriate
mechanism as may be approved by Hon’ble Commission”

3.16.10 Hon’ble Commission vide its Order dated 3 November 2022 allowed
MSEDCL to withdraw the petition with liberty to raise the issues in MTR
Petition.

3.16.11 MSEDCL submits that due to COVID-19 pandemic, variation on
amount of interest of working capital was beyond control of MSEDCL. This
has been recorded by the Hon’ble Commission in MYT Order dated 30 March,
2020 in Case No. 322 of 2019. Therefore, no sharing of gains/losses on
account of ‘variation on amount of interest of working capital is done, as the
same is treated as uncontrollable parameter.

3.16.12 Hon’ble Commission is hereby requested to allow actual working
capital requirement on account of COVID-19 during FY 2019-20 and FY 2020-
21 while dealing the present matter.

3.16.13 MSEDCL requests the Hon’ble Commission to allow the actual Interest
on Working capital along with the actual interest on security deposit paid as
per audited account for wire business as shown in table below.
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Table 65: Interest on Working Capital for Wire business for FY 20-21

Rs. Crs
Particulars Pl | PO g

(Approved) | (Normative)
Computation of Working Capital (Wire Business)
O&M expenses for a month 370.76 406.15 35.38
Maintenance Spares at 1% of Opening GFA 567.22 511.66 (55.56)
1..5 mont.hs of. expected revenue from charges for use of 1.377.42 1.323.63 (53.80)
Distribution wires
bzs;.sAmount held as SD from Distribution System (831.67) (852.54) (20.87)
Total Working Capital Requirement 1,483.74 1,388.90 (94.84)
Rate of Interest (% p.a.) 9.50% 8.57%
Interest on Working Capital 140.96 119.06 (21.89)
Actual Working Capital Interest 24411
Interest on Security Deposit
Rate of Interest (% p.a.) 6.50% 3.32%
Interest on Security Deposit 54.06 28.27 (25.79)

3.16.14

MSEDCL further submits that Regulation 32.4 of the MERC MYT

Regulations, 2019 provides for Interest on Working Capital for Retail Supply
business of electricity. Further, the MYT Regulations, 2019 also provides that
for the purpose of Truing-up for any year, interest on working capital shall be
allowed at a rate equal to the weighted average Base Rate prevailing during
the concerned Year plus 150 basis points. The relevant extract is reproduced

below:
“2.11 (10)

“Base Rate” shall mean the one-year Marginal Cost of Funds-

based Lending Rate (‘MCLR’) as declared by the State Bank of

India from time to time;

324 (b)

Provided that for the purpose of Truing-up for any year, interest

on working capital shall be allowed at a rate equal to the
weighted average Base Rate prevailing during the concerned

Year plus 150 basis points.

3.16.15

MSEDCL has calculated the interest on working capital at as 8.57%

computed above and paid interest on security deposit at 4.65% and
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considered the actual paid amount as per audited accounts.
Table 66: Interest on Working capital for Supply business for FY 20-21

Rs. Crs
Particulars FY2020-21 | FY2020-21 | oo

(Approved) | (Normative)
Computation of Working Capital (Supply Business)
O&M expenses for a month 199.64 218.69 19.05
Maintenance Spares at 1% of Opening GFA 63.02 56.85 (6.17)
1.5 months equivalent of the expected revenue from sale
of electricity at the prevailing Tariff and including revenue 9,734.33 9,305.54 (428.79)
from CSS and Additional Surcharge
Less: Amount held as security deposit (7,485.02) (7,672.82) (187.80)
Less: One month equivalent of cost of Power Purchase, (5,960.70) (5,167.08) 793.61
Transmission Charges and MSLDC Charges
Total Working Capital Requirement (3,448.72) (3,258.82) 189.90
Rate of Interest (% p.a.) 9.50% 8.57%
Interest on Working Capital - -
Actual Working Capital Interest 2,197.01
Interest on Security Deposit
Rate of Interest (% p.a.) 6.50% 3.32%
Interest on Security Deposit 486.53 254.43 (232.10)
3.16.16 MSEDCL requests the Hon’ble Commission to allow the actual interest

on working capital and actual security deposit for supply business as shown in
above table.

3.17 Other Finance Charges for FY 2020-21

3.17.1 MSEDCL submits that the regulation 30.8 of the MYT Regulations, 2019
provides that the finance charges shall be allowed at the time of True-up. The
relevant extract is reproduced below:

‘30.8 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.”

3.17.2 MSEDCL submits that it has incurred Other Finance Charges amounting to
Rs. 32.19 Crores during the FY 2020-21. These are the fund raising charges
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i.e. Guarantee Charges, Finance Charges, Stamp Duty and Service Fee.
Table 67: Other Finance Charges for FY 2020-21

Rs. Crs
FY 2020-21 | FY 2020-21 Deviation
(Approved) (Actual)
Guarantee Charges - 20.83 20.83
Finance Charges 6.62 6.62
Stamp Duty 2.21 2.21
Service Fee (Fund-raising charges) 2.53 2.53
Total 32.19 32.19

3.17.3 MSEDCL submits that these charges depend on the no. of loans, LC required
to be given to the Power Suppliers, documentation for availing long term and
working capital loans. These charges are, thus, beyond reasonable control of
MSEDCL and hence required to be allowed on actual basis. Therefore,
MSEDCL humbly requests the Hon’ble Commission to allow the Other
Finance Charges as per the Audited Accounts.

3.18 Provision for Bad Debts for FY 2020-21

3.18.1 MSEDCL submits that bad debts are inseparable incidents of the business of
electricity distribution and retail supply.

3.18.2 Regulation 76 and 85 of the MYT Regulations, 2015 specifies that a provision
of bad and doubtful debt may be allowed up to 1.5% of the amount shown as
trade receivables or receivables in the Audited Accounts of the distribution
licensee duly allocated for wires and supply business respectively. The
relevant extract is reproduced below:

“76 Provision for Bad and Doubtful Debts

In the MYT Order, for each Year of the Control Period, the Commission
may allow a provision for writing off of bad and doubtful debts up to
1.5% of the amount shown as Trade Receivables or Receivables from
Wheeling Charges in the latest Audited Accounts of the Distribution
Licensee in accordance with the procedure laid down by the Licensee,
subject to prudence check:

Provided that the Commission shall true up the bad debts written off in
the Aggregate Revenue Requirement, based on the actual write off of
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bad debts during the year, subject to the above ceiling of 1.5% of the
amount shown as Trade Receivables or Receivables from Wheeling
Charges in the audited accounts of the Distribution Licensee for that
Year, after prudence check:

Provided also that for Distribution Licensees having agricultural sales in
excess of 20 percent of their total sales, the ceiling of cumulative
provisioning in the above proviso shall be 7.5 per cent of the amount
shown as Trade Receivables or Receivables from Wheeling Charges in
the audited accounts of the Distribution Licensee.”

‘85 Provision for Bad and Doubtful Debts

In the MYT Order, for each Year of the Control Period, the Commission
may allow a provision for writing off of bad and doubtful debts up to
1.5% of the amount shown as Trade Receivables or Receivables from
Sale of Electricity in the latest Audited Accounts of the Distribution
Licensee in accordance with the procedure laid down by the Licensee,
subject to prudence check:

Provided that the Commission shall true up the bad debts written off in
the Aggregate Revenue Requirement, based on the actual write off of
bad debts during the year, subject to the above ceiling of 1.5% of the
amount shown as Trade Receivables or Receivables from Sale of
Electricity in the audited accounts of the Distribution Licensee for that
Year, after prudence check:

Provided also that for Distribution Licensees having agricultural sales in
excess of 20 percent of their total sales, the ceiling of cumulative
provisioning in the above proviso shall be 7.5 per cent of the amount
shown as Trade Receivables or Receivables from Sale of Electricity in
the audited accounts of the Distribution Licensee.”

3.18.3 MSEDCL submits that Provision of bad debt generally depends on the nature
of the business and the risk involved in the business. A business typically
estimates the amount of bad debt based on historical experience.
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3.18.4 MSEDCL has written off Rs. 465.05 Cr. towards Bad Debt in FY 2020-21.
Category wise details of the actual bad debt written off is summarised below:

Rs. Crs
Consumer Category | Principal DPC Interest Total

HT AG 31.58 0.67 22.89 55.14
LT Ag revised 409.26 9.96 59.08 478.30
As per IT 440.84 10.63 81.96 533.43
Less : Excess bad debt

written off in FY 2019-20 - - - 68.43
Bad Debt written off in - - 465
FY 2020-21 )

3.18.5 MSEDCL has computed the provision for bad and doubtful debts for FY 2020-
21 as per the provisions of the MYT Regulations, 2019 considering the

receivables as per Audited Accounts as shown in following table:
Table 68: Provision for bad and doubtful debts for FY 2020-21

Rs. Crs
Particulars FY2020-21 | FY2020-21 | iction
(Approved) (Actual)

Opening Balance of Provision for bad and
doubtful debts 0.00 0.00
Receivables for the year 48,842.02 71,433.37 | 22,591.35
Provision for bad & doubtful debts during the 1.50% 1.50%
year
5;::/|Slon for bad & doubtful debts during the 732.63 1,071.50 338.87
Actual bad and doubtful debts written off 732.63 465.05 -267.58
Closing Balance of Provision for bad and
doubiful debts 606.45 606.45
Closing Balance as a % of receivables 0.00% 0.85%

3.18.6 MSEDCL submits that the above computed provision for Bad Debts is further
allocated between the Wires Business and Retail Supply Business (in the
ratio of allocation matrix provided in the MYT Regulation, 2019), i.e., 10% to
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Wires Business and 90% to Supply Business. The same is shown in following

table.
Table 69: Provision for Bad and Doubtful debts (Wires and Supply) for FY 2020-21

Rs. Crs
Particulars FY2020-21 | FY2020-21 | |y W sion
(Approved) [ (Normative)
Bad Debt Provision for Wires business 73.26 107.15 33.89
Bad Debt Provision for Retail Supply business 659.37 964.35 304.98
Bad Debt Provision 732.63 1,071.50 338.87

3.18.7 The total Bad Debt provision for FY 2020-21 works out to be Rs. 1,071.50 as
against Rs. 732.63 Cr. MSEDCL humbly requests the Hon’ble Commission to
approve the actual bad debt written off.

3.19 Other Expenses for FY 2020-21

3.19.1 The other expenses of MSEDCL comprise of the expenditure on account of
Non-Moving items written off, interest to suppliers/contractors, Incentive to
distribution franchisee and other expenses viz. compensation for injuries to
staff and outsiders. MSEDCL accordingly submits the other expenses as
shown in the table below.
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Table 70: Other Expenses FY 2020-21
Rs. Crs
Particulars FY2020-21  FY2020-21 |\ rion
(Approved) (Actual)
Compensation for injuries,death to staff 1.32 0.61 -0.71
Compensation for injuries,death to others 15.98 11.08 -4.90
Loss on obsolescence of fixed Assets 1.72 - -1.72
Sundry debit balances written off 1.90 0.34 -1.56
Non Moving ltems 17.74 - (17.74)
Provision for Non Moving ltems - 15.69
Other Sundry Expenses 8.13 74.95
Other Expenses (Payable to DSL towards
damages in terms of Arbitral Award dt.
18.06.2004) - 2.47
Incentive to Distribution Franchisee - 0.23
Interest to suppliers/Contractors® - 4.32 4.32
Other Interest and Charges - 0.02 0.02
Interest on security deposit on bill collection
agency - 3.81
Others - 0.17
Other Expenses for previous years 5.79 (5.79)
TOTAL 52.58 113.70 61.12
3.19.2 MSEDCL submits that the amount under the head “interest to

suppliers/contractor” as per the Audited Accounts included Delayed Payment
Charges / Surcharge payable to MSPGCL, MSETCL, IPPs & Wind
Generators for FY 2020-21. MSEDCL has not claimed the same.

3.19.3 MSEDCL hereby requests the Hon’ble Commission to approve the Other
Expenses as per actual expenses incurred by MSEDCL as given in the above
table.

3.20 Contribution to Contingency Reserves for FY 2020-21

3.20.1 MSEDCL submits that Regulation 35 of the MYT Regulation, 2019 provides
for appropriation to Contingency Reserves of not 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.

3.20.2 MSEDCL submits that it is not getting full recovery of the revenue receivable
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from consumers. MSEDCL is managing its working capital requirement need
by availing STL/MTL/LTL working capital loans from banks and financial
institutions. As such MSEDCL can invest the amount of contingency reserve
only if it gets sufficient quantum of loan from banks or financial institutions.
MoP through its guidelines on additional prudential norms has restricted
working capital borrowings @ 35% of the revenue which MSEDCL already
crossed the same. Hence, MSEDCL is getting difficulties in availing loan and
not able to invest the amount of contingency reserve. Secondly, MSEDCL'’s
financials has been badly affected by the consequences of COVID-19
pandemic.

3.20.3 Considering the above difficulty and COVID-19 impact, it is requested to
Hon’ble Commission to consider positively and not to disallow contingency
reserve amount and further provide relaxation from the last proviso to

Regulations 35.1 of the MERC MYT Regulation, 2019.
Table 71: Contingency Reserve for FY 2020-21

Rs. Crs
Particulars FY2020-21 | FY2020-21 |\ uovion
(Approved) (Actual)
Contribution to Contingency Reserves 157.56 157.56 -0.00

3.20.4 MSEDCL requests the Hon’ble Commission to allow the contribution to
contingency reserves in line with submission made above by invoking its
power to relax under Regulation 105 of the MYT Regulation, 2019.

3.21 Income Tax for FY 2020-21

3.21.1 MSEDCL submits that Regulation 34 of the MYT Regulations, 2019 provides
for Income Tax. The relevant extract of the Regulations is reproduced below:
“34.1 The Income Tax for the Generating Company or Licensee or MSLDC
for the regulated business shall be allowed on Return on Equity,
including Additional Return on Equity through the Tariff charged to the
Beneficiary/ies, subject to the conditions stipulated in Regulations 34.2
fo 34.6:
Provided that no Income Tax shall be considered on the amount of
efficiency gains and incentive approved by the Commission,
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irrespective of whether or not the amount of such efficiency gains and
incentive are billed separately:

Provided further that no Income Tax shall be considered on the amount
of income from Delayed Payment Charges or Interest on Delayed
Payment or Income from Other Business, as well as on the income
from any source that has not been considered for computing the
Aggregate Revenue Requirement:

Provided also that the Income Tax shall be computed for the
Generating Company as a whole, and not Unit-wise/Station-wise:
Provided also that the deferred tax liability only before March 31, 2020
shall be allowed by the Commission, whenever they get materialised,
after prudence check.

34.2 The rate of Return on Equity, including additional rate of Return on
Equity as allowed by the Commission under Regulation 29 of these
Regulations shall be grossed up with the effective tax rate of respective
financial year.

34.3 The base rate of return on equity shall be rounded off to three decimal
places and shall be computed as per the formula given below:

Rate of pre-tax return on equity = Base rate of Return on Equity / (1-t),
Where “t” is the effective tax rate

34.4 The effective tax rate shall be considered on the basis of actual tax
paid in respect of financial year in line with the provisions of the
relevant Finance Acts by the concerned Generating Company or
Licensee or MSLDC, as the case may be:

Provided that, in case of the Generating Company or Licensee or
MSLDC has engaged in any other regulated or unregulated Business
or Other Business, the actual tax paid on income from any other
regulated or unregulated Business or Other Business shall be excluded
for the calculation of effective tax rate:

Provided further that effective tax rate shall be estimated for future year
based on actual tax paid as per latest available Audited accounts,
subject to prudence check.

34.5 In case of Generating Company or Licensee or MSLDC paying
Minimum Alternate Tax (MAT), “t” shall be considered as MAT rate
including surcharge and cess:
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lllustration.-

34.6

(a)  Incase of a Generating Company or Licensee or MSLDC paying
Minimum Alternate Tax (MAT) at rate of 21.55% including
surcharge and cess:

Base rate of return on equity = 15.50/(1-0.2155) = 19.758%

(b)  In case of Generating Company or Licensee or MSLDC paying
normal corporate tax including surcharge and cess:

(i) Estimated Gross Income of Company as a whole for FY
2020-21 is Rs. 1,000 crore;

(i) Income Tax for the year on above is Rs 240 crore;

(i) Effective Tax Rate for the year 2019-20 = Rs 240
Crore/Rs 1000 Crore = 24%,;

(iv)  Base rate of return on equity = 1550/ (1-0.24) =

20.395%.

Variation between the Income Tax estimated by the Commission for

future year during MYT Order and Mid Term Review Order and the

Income Tax approved by the Commission for the respective Year after

truing up for respective year, shall be allowed for recovery as part of

the Aggregate Revenue Requirement at the time of Mid-term Review or

Truing-up, subject to prudence check:

Income Tax on any income stream from sources other than the

Business regulated by the Commission shall not constitute a pass-

through component in Tariff, and Income Tax on such other income

shall be borne by the Generating Company or Licensee or MSLDC, as
the case may be.”

3.21.2 MSEDCL submits that it has not paid Income Tax in FY 2020-21, hence, it
has not grossed up the return on equity by income tax.

3.22 Incentives and Discounts for FY 2020-21

3.22.1 MSEDCL submits that during FY 2020-21, it has paid Rs. 307.40 Crs of
incentives/discounts to the consumers for timely payment of bills as against
Rs. 322.38 Crs approved by Hon’ble Commission in its MYT Order dated 30™
March, 2020.

MSEDCL January 23 109



/\ Final True Up For FY 2019-20, FY 2020-21, & FY 2021-22

MAHAVITARAN Provisional True Up for FY 2022-23 and
SRR Revised Projections & Tariff For FY 2023-24 to FY 2024-25
Main Petition

Table 72: Incentives/Discount for FY 20-21

Rs. Crs
Particulars 020 S R 2020 R eviztion
(Approved) (Actual)
Incentives and Discount 322.38 307.40 (14.98)

3.22.2 MSEDCL requests the Hon’ble Commission to allow the incentives/discounts
as per the Audited Accounts for FY 2020-21.

3.23 Return on Equity for FY 2020-21

3.23.1 MSEDCL submits that Regulation 29.1 of the MYT Regulations, 2019,
provides for Return on Equity (RoE) for Distribution Licensee for both Wire
and Supply Business which is reproduced as under:

“29.1 Return on Equity for the Generating Company, Transmission Licensee,
Distribution Wires Business and MSLDC shall be allowed on the equity
capital determined in accordance with Regulation 27 for the assets put
to use, at the rate of up to 15.5 per cent per annum in Indian Rupee
terms, and for the Retail Supply Business, Return on Equity shall be
allowed on the amount of equity capital determined in accordance with
Regulation 27 at the rate of up to 17.5 per cent per annum in Indian
Rupee terms:

Provided that Return on Equity shall be allowed in two parts viz. Base
Return on Equity, and Additional Return on Equity linked to actual
performance:

Provided further that Additional Return on Equity shall be allowed at
time of truing up for respective year based on actual performance, after
prudence check of the Commission

29.2 Base Return on Equity for the Generating Company, Transmission
Licensee, Distribution Wires Business and MSLDC shall be allowed on
the equity capital determined in accordance with Regulation 27 for the
assets put to use, at the rate of 14 per cent per annum in Indian Rupee
terms, and for the Retail Supply Business, Return on Equity shall be
allowed on the amount of equity capital determined in accordance with
Regulation 27 at the rate of 15.5 per cent per annum in Indian Rupee
terms:
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Provided that in case the Generation Company or Licensee or MSLDC
claims Return on Equity at a rate lower than the normative rate
specified above for any particular year, then such claim for lower
Return on Equity shall be unconditional:
Provided further that such claim for lower Return on Equity shall be
allowed subject to the condition that the reduction in Return on Equity
shall be foregone permanently for that year and shall not be allowed to
be recouped at the time of Mid-Term Review or true-up as applicable
29.3 The Base Return on Equity shall be computed in the following manner:
(a)  Return at the allowable rate as per this Regulation, applied on
the amount of equity capital at the commencement of the Year;
plus
(b)  Return at the allowable rate as per this Regulation, applied on
50 per cent of the equity capital portion of the allowable capital
cost, for the investments put to use in Generation Business or
Transmission Business or Distribution Business or MSLDC, for
such Year:
Provided that Base Return on Equity in respect of additional
capitalization after cut-off date beyond the original scope excluding
additional capitalization due to Change in Law or revised emission
standards, shall be computed at the weighted average rate of interest
on actual loan portfolio of the generating station or the transmission
system.

29.8 In case of Distribution Wires Business, an additional rate of Return on
Equity shall be allowed on Wires Availability at the time of true-up as
per the following schedule:

a) The target Wires Availability for recovery of base rate of return
on equity shall be 95 percent for MSEDCL and 98% for other
Distribution Licensees;

b) For every 0.50% over-achievement in Wires Availability, rate of
return shall be increased by 0.50%, subject to ceiling of
additional rate of Return on Equity of 1.50%;

c) Wires Availability shall be computed in accordance with the
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following formula:

Wires Availability = (1- (SAIDI/ 8760)) x 100:

Provided that the System Average Interruption Duration Index
(SAIDI) shall be calculated in accordance with the definition
specified in Maharashtra Electricity Regulatory Commission
(Standards of Performance of Distribution Licensees, Period for
Giving  Supply and Determination of Compensation)
Regulations, 2014, as amended from time to time.

29.9 In case of Retail Supply Business, an additional rate of Return on
Equity shall be allowed at the time of true-up, as per the following
schedule:

a) If the percentage of assessed bills is less than 1.5% of the total
number of bills issued during the year, then rate of return shall
be increased by 1%;

b) If the percentage of assessed bills is more than 1.5% of the total
number of bills issued during the year, for every 0.5% reduction
in the percentage of assessed billing, rate of return shall be
increased by 0.25%, subject to ceiling of additional rate of
Return on Equity of 1.00%.

c) If overall collection efficiency for the year is above 99 %, then
rate of return shall be increased by 1%;

d) If overall collection efficiency for the year is below 99 %, for
every 0.5% improvement in the overall collection efficiency, rate
of return shall be increased by 0.25%, subject to ceiling of
additional rate of Return on Equity of 1.00%.”

3.23.2 MSEDCL submits that the return on equity capital is allocated in the ratio of
Fixed Assets between the Wires and Retail Supply Business, i.e. 90% to
Wires Business and 10% to Supply Business. Therefore, the capital
expenditure, grants, equity and capitalisation is divided into wires and supply
business in the ratio of 90:10.

3.28.3 MSEDCL has not paid any income tax for FY 2020-21. The return on equity
has been computed as per the methodology specified in the MYT
Regulations, 2019. Accordingly, MSEDCL has computed the RoE for Wires
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Business as shown in following tables:
Table 73: RoE for Wires Business for FY 20-21
Rs. Crs
Particulars FY2020-21 | FY2020-21 |y ovion
(Approved) | (Normative)
Return on Equity (Wires Business)
Regulatory Equity at the beginning of the year 10,848.57 11,153.95 305.38
Equity portion of Assets Capitalisation 449.38 811.08 361.70
Equity portion of Assets Decapitalised - - -
Regulatory Equity at the end of the year 11,297.95 11,965.03 667.08
Return on Computation
Return on Regulatory Equity at the beginning of the year -
14%*(1) 1,840.30 1,561.55 4733
Return on Normative Equity portion of Asset
Capitalization - 14%*(2)/2 38.12 56.78 28.03
Interest on Equity portion above 30% equity
Total Return on Regulatory Equity 1,878.42 1,618.33 75.37
Table 74: Additional RoE for Wires Business for FY 20-21
Rs. Crs
Particulars Afcarigrd
(Approved)
Wires Availability above 98% (95% for MSEDCL) % 98.95
Additional Rate of Return on Equity for Wire Availability (a) (%) Y% 1.50%
Additional Return on Equity Computation
Return on Regulatory Equity at the beginning of the year Rs. Crore 167.31
Return on Regulatory Equity addition during the year Rs. Crore 6.08
Total Additional Return on Equity Rs. Crore 173.39

3.23.4 Accordingly, MSEDCL has computed the RoE for retail supply Business as

shown in following tables:
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Table 75: RoE for Retail Supply Business for FY 20-21
Rs. Crs
Particulars FY2020-21 | FY2020-21 | (o ovion
(Approved) | (Normative)
Return on Equity (Supply Business)
Regulatory Equity at the beginning of the year 1,206 1,240 33.93
Equity portion of Assets Capitalisation 50 90 40.19
Equity portion of Assets Decapitalised - - -
Regulatory Equity at the end of the year 1,256 1,330 74.12
Return on Computation
Return o*n Regulatory Equity at the beginning of the year 206.47 192.17 5.94
- 15.5%*(1)
Return on Normative Equity portion of Asset
Capitalization - 15.5%*(2)/2 4.69 6.98 3.52
Interest on Equity portion above 30%
Total Return on Regulatory Equity 231.16 199.15 9.45
Table 76: Additional RoE for Retail Supply Business for FY 20-21
Rs. Crs
. . FY 2020-21
Particulars Unit (Approved)
% of Assessed bills with respect total bills issued during the year % 28.88%
Additional Rate of Return on Equity for Assesment of bills (a) % 0.00%
Collection Efficiency for the year Y% 93.58
Additional Rate of Return for collection efficiency (b) %o 0.00%
Total Additional Return on Equity (c) = (a) + (b) Y% 0.00%
Additional Return on Equity Computation
Return on Regulatory Equity at the beginning of the year Rs. Crore
Return on Regulatory Equity addition during the year Rs. Crore
Total Additional Return on Equity Rs. Crore

3.283.5 MSEDCL requests the Hon’ble Commission to allow the RoE as computed

above.

3.24 Sharing of Efficiency Gains & Losses for FY 2020-21

3.24.1 Regulations 9, 10 and 11 of the MYT Regulations, 2019 specify the
controllable and uncontrollable factors, mechanism of pass-through of gains
and losses on account of uncontrollable factors, and the mechanism for
sharing on account of controllable factors respectively. The mechanism for
sharing of gains and losses on account of controllable factors are as follows:
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“11.1 The approved aggregate gain to the Generating Company or Licensee
or MSLDC on account of controllable factors shall be dealt with in the
following manner:

(a) Two-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 8.4;

(b) The balance amount of such gain shall be retained by the
Generating Company or Licensee or MSLDC.

11.2 The approved aggregate loss to the Generating Company or Licensee
or MSLDC on account of controllable factors shall be dealt with in the
following manner:

(a)  One-third 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 8.4;

(b) The balance amount of such loss shall be absorbed by the
Generating Company or Licensee or MSLDC.”

3.24.2 Parameters such as O&M Expenses, Interest on Working Capital for which
specific norms have been specified in the MYT Regulations, have been
calculated on normative basis.

3.24.3 As these parameters need to be treated as controllable under the MYT
Regulations, 2019, any variation in the actual expenses as against the
permissible normative levels has been shared between MSEDCL and
consumers.

3.24.4 O&M Expenses: The actual O&M Expenses as per the Audited Accounts for
FY 2020-21 is lower than that of allowed on normative basis.

3.24.5 Interest on Working Capital: Due to COVID-19 pandemic, 'variation in amount
of interest on working capital' was beyond control of MSEDCL. The same has
been recorded in MYT Order dated 30.03.2020 in Case No. 322 of 2019
(Refer Para 11.1.1 to 11.1.4). Therefore, no sharing on this account is done
i.e., variation in amount of interest of working capital is treated as
uncontrollable
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3.24.6 Distribution Loss: The actual distribution loss (excluding EHV Sales) for FY

2020-21 is lower than that approved in the MYT Order.

3.24.7 The summary of sharing of efficiency gains/(loss) on account of O&M

Expenses and lIoWC is shown in the Table below:

Table 77: Sharing of Efficiency Gains/(Losses) on O&M and loWC Expenses for FY

2020-21
Rs. Crs
Gains/ 2/3 of 1/3 of Net
Particulars Normative Actual Efficiency Efficiency Entitlement
(Loss) . R .
gains/Lc Gains/Lc after sharing
0O&M Expenses 7,229.07 | 7,168.28 60.79 40.52 20.26 7,188.54
Interest on Working Capital 2,441.12 2,441.12 - - - 2,441.12

3.24.8 MSEDCL submits that it has computed the sharing of efficiency gain/ loss
considering 18.01% as approved distribution loss target (Excluding EHV
Sales and OA Sales) against the actual distribution losses (Excluding EHV

Sales and OA Sales)

3.24.9 The summary of sharing of efficiency gains/(loss) on account of efficiency in

Distribution Losses is shown in the Table below:

Table 78: Sharing of Gains/(Losses) due to lower Distribution Loss in FY 2020-21

Particulars el )

(Rs. Crs)
Actual Distribution Loss 16.91%
MYT approved Loss 18.01%
Sales Excl. EHV sales in MUs 96,176
EHV Sales in MUs 9,062
Total Sales in MUs 1,05,238
IntraSTS loss (Proposed) 3.17%
Power Requirement at Ex-Bus Periphery (Actual) in MUs 1,28,901
Power Requirement at Ex-Bus Periphery (Normative) in MUs 1,30,509
Additional/ (lower) Power purchase due to higher distribution loss in MUs (1,608.8)
Rate of PP (At average Variable Cost) Rs./kWh 2.49
Additional/(Lower) Power purchase Cost due to lower distribution loss (400.00)
2/3 Efficiency gain/(loss) 266.67
1/3 Efficiency gain/(loss) to be borne by the consumers 133.33
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3.24.10 The total impact of sharing of gains and losses of various components

have been summarized in the Table below:
Table 79: Impact of Sharing of Gains/Losses for FY 20-21

Particulars GhLEL]
Rs. Crs
O&M Expenses (40.52)
loWwC -
Impact of Gain in Distribution Loss passed on Consumers 133.33
Total 92.81
3.24.11 MSEDCL requests the Hon’ble Commission to allow the sharing of

gains and losses as submitted in above table.

3.25 Stabilisation amount as per MYT Order

3.25.1 MSEDCL submits that in the MYT Order, Hon’ble Commission has allowed

revenue recovery as shown in the following table. MSEDCL has considered
the same.
Table 80: Stabilisation amount as per MYT Order for FY 2020-21

Rs. Crs

Particulars Formula FY 2020-21
ARR approved by the Hon'ble Commission A 80,163.00
Approved Revenue at existing tariff B 85,021.00
Approved Revenue Gap C=AB (4,858.00)
Projected Revenue at appproved tariff D 80,918.00
Additional Recovery from approved tariff E=D-B (4,103.00)
Prgwous Revenue Gap recovery allowed after F-EC 755.00
adjustment of current year Revenue Gap

3.26 Impact of payment to MPECS for FY 2020-21

3.26.1 Hon’ble Commission in the MYT Order dated 3rd November 2016 has
approved following amounts towards payment to MPECS.

Financial Year Amount in Rs. Cr.
FY 17-18 46.20
FY 18-19 43.18
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\ FY 19-20 40.17

3.26.2 Hon’ble Commission in the MYT Order dated 30™ March, 2020 has approved
Rs. 37.16 Crs towards payment to MPECS for FY 2020-21 as the same was
allowed under Order dated 2" May, 2016. The Hon’ble Commission in the
MYT Order also ruled that it shall consider the actual amount towards this
head at the time of truing up of FY 2020-21.

3.26.3 Accordingly, MSEDCL has claimed Rs. 37.41 Crs. towards the actual
payments to MPECS for FY 2020-21 as per the Audited accounts.

3.27 Incremental and Consumption and Bulk Consumption Rebate for FY
2020-21

3.27.1 Hon’ble Commission in the MYT Order dated 30" March 2020 has approved
cost towards incremental rebate.

3.27.2 MSEDCL has claimed Rs. 336.80 Crs towards Incremental Consumption and
Bulk consumption rebate for FY 2020-21 as per the Audited Account as

against Rs. 439.66 Crs as approved by the Hon’ble Commission.
Table 81: Incremental Consumption Rebate for FY 20-21

Rs. Crs
Particulars FY 2020-21 | FY 2020-21 | 1\ ;o ion
(Approved) [ (Actual)
Incremental Consumption & Bulk Consumption Rebate 439.66 336.80 [ (102.86)

3.28 Aggregate Revenue Requirement for FY 2020-21

3.28.1 Considering the parameters discussed above, the Aggregate Revenue
Requirement (ARR) of MSEDCL for Wires Business for the FY 2020-21 is as
follows:
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Table 82: ARR for Distribution Wires for FY 20-21

Rs. Crs
Particulars FY2020-21 | FY2020-21 | | 4otion
(Approved) (Actual)

Operation & Maintenance Expenses 4,921.68 4,873.74 (47.94)
Depreciation 2,536.12 2,388.76 (147.36)
Interest on Loan Capital 1,188.77 1,061.85 (126.92)
Interest on Normative Working Capital* 140.96 24411 103.16
Interest on deposit from Consumers and
Distribution System Users 54.06 28.27 (25.79)
Other Finance Charges - 3.22 3.22
Provision for bad and doubtful debts 73.26 46.50 (26.76)
Opex Schemes 84.31 9.02 (75.29)
Contribution to contingency reserves 141.81 141.80 (0.00)
Income Tax - - -
Return on Equity Capital 1,878.42 1,791.72 (86.70)
Aggregate Revenue Requirement 11,019.38 10,589.00 (430.38)
Less
Income from Wheeling Charges - 0.09 0.09
Income from Open Access Charges 215.71 213.07 (2.65)
Aggregate Revenue Requirement from 10,803.67 | 10,375.84 | (427.82)
Distribution Wires
Revenue from Wires Business - - -
Revenue Gap/(Surplus) 10,803.67 10,375.84 (427.82)

3.28.2 Considering the parameters discussed above, the Aggregate Revenue
Requirement (ARR) of MSEDCL for Supply Business for the FY 2020 -21 is
as follows:
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Table 83: ARR for Supply Business for FY 20-21
Rs. Crs
Particulars FY 2020-21 | FY 2020-21 Deviation
(Approved) (Actual)
Power Purchase Expenses (including Inter-State Trans| 59,126.06 56,289.25 (2,836.80)
Operation & Maintenance Expenses 2,650.13 2,624.32 (25.81)
Depreciation Expenses 281.79 265.42 (16.37)
Interest on Loan Capital 132.09 117.98 (14.10)
Interest on Normative Working Capital* - 2,197.01 2,197.01
Interest on Consumers Security Deposit 486.53 254.43 (232.10)
Other Finance Charges - 28.97 28.97
Provision for bad and doubtful debts 659.37 418.54 (240.83)
Other Expenses 52.58 113.70 61.12
Income Tax - - -
Intra-State Transmission Charges MSLDC charge 5,699.92 5,715.74 15.82
Incentives/Discounts 322.38 307.40 (14.98)
Contribution to Contingency Reserves 15.76 15.76 (0.00)
Return on Equity Capital 231.16 199.15 (32.01)
Effect of sharing of gains/losses - 92.81 92.81
Impact of payment to MPECS 37.16 37.41 0.25
Opex Scheme 26.18 18.03 (8.15)
Incremental Consumption Rebate 439.66 336.80 (102.86)
Agg_regate Revenue Requirement for Supply 70,160.77 69,032.71 (1,128.06)
Business
Stabilisation amount as per MYT Order 755.00 755.00 -
Total Revenue Expenditure 70,915.77 69,787.71 (1,128.06)
Less
Non-Tariff Income 379.75 316.85 (62.90)
Income from Additional Surcharge 119.65 479.03 359.39
Income from Trading of Surplus Power 302.05 126.21 (175.84)
Net Aggregate Revenue Requirement 70,114.33 68,865.62 (1,248.70)
Revenue from Sale of Power 80,918.00 73,309.04 (7,608.96)
Revenue from Retail Supply Business - -
Revenue Gap/(Surplus) (10,803.67) (4,443.41) 6,360.26

3.29 Revenue from sale of electricity for FY 2020-21
3.29.1 MSEDCL has considered the revenue for FY 2020-21 based on the Audited

Accounts as shown in following table.
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Table 84: Revenue from Sale of Power for FY 20-21

Rs. Crs
Particulars FY2020-21 | FY 202021 | | ion
(Approved) (Actual)
Revenue from Sale of Power 80,918.00 73,309.04 | (7,608.96)

3.29.2 The Annual Accounts of MSEDCL shows the revenue from operations which
includes various revenue items. However, being not part of revenue from sale
of power at retail tariff and as per practice in vogue, MSEDCL has shown
certain items of revenue separately.

3.29.3 MSEDCL further submits that the details of “Others (Recoveries from Theft

etc.)” is provided in following table.
Table 85: Details of Others (Recoveries from Theft etc.) for FY 20-21

Rs. Cr.
Particulars FY 2020-21

(Actual)
Recoveries from Theft of Power/Malpractice 85.84
Income from Wheeling Charges claimed Separately -0.09
Miscellaneous charges from consumers 268.32
Total 354.07

3.29.4 MSEDCL humbly requests to the Hon'ble Commission to approve the
category-wise revenue from sale of power as shown in above table.

3.30 Non-Tariff Income for FY 2020-21

3.30.1 MSEDCL has certain sources of non-tariff income viz. interest on arrears of
consumers, delayed payment charges, interest on staff loans and advances,
sale of scrap, interest on investment etc.

3.30.2 MSEDCL has claimed a Non-Tariff Income of Rs. 316.85 Crs as against Rs.
379.75 Crs as approved by the Hon’ble Commission.
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Table 86: Non-Tariff Income for FY 20-21
Rs. Crs
Particulars FY2020-21  FY2020-21 | o poiion
(Approved) (Actual)
Rents of land or buildings 1.09 1.01 (0.07)
Sale of Scrap 54.65 31.18 (23.48)
Income from investments 19.43 - (19.43)
Income from sale of tender documents 9.37 3.66 (5.71)
Prompt payment discount from REC/PFC 12.77 - (12.77)
Other/Miscellaneous receipts 282.45 254.17 (28.28)
Revenue from subsidy & grant - - -
Interest on Contingency Reserve Investments 26.82 26.82
Others 0.01
Non Tariff Income 379.75 316.85 (62.90)

3.30.3 As provided in the Regulation 37.3 of the MYT Regulations, 2019, delayed
Payment Charge and Interest on Delayed Payment is not considered under
Non-Tariff Income.

3.30.4 MSEDCL has not considered income from grants and contribution reported
under non-tariff income, as the treatment (i.e. excluded while calculating
depreciation) to the same is already considered while computing the
depreciation for the FY 2020-21.

3.30.5 MSEDCL further submits that the ‘Other/Miscellaneous receipts’ include

Particulars Amount (Rs Cr.)
Interest on loans & advances to supplier/contractors: 0.01
Interest Income for prior period 3.74
Interest income from investments in Bank Deposits 0.00
Sundry Credit Balances written back 0.10
Miscellaneous Receipts (NEF Subsidy taken only) 52.87
Penalty charges recovered from vendor 98.06
Other income related to prior period 11.69
Profit on sale of Asset 0.04
Others 13.43
BG encashment 82.73
Interest on Securities 6.28
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Particulars Amount (Rs Cr.)

Restated Amount -14.79

Total 254.16

3.31 Income from Open Access Charges for FY2020-21

3.31.1 MSEDCL has an income of Rs. 213.07 Cr. from Open Access Charges as

against Rs. 215.71 Crs as approved by the Hon’ble Commission.
Table 87: Income from Open Access Charges for FY 20-21

Rs. Crs
Particulars FY2020-21 | FY2020-21 | cvion
(Approved) (Actual)
Income from Open Access Charges 215.71 213.07 (2.65)

3.31.2 Details of income from Open Access charges are provided in the following

Table.

Table 88: Details of Income from Open Access Charges for FY 20-21

Particulars Amount

(Rs. Crs)
Energy Charges Open Access -
F.C.A Charges Open Access -
Additional Charges Open Access 0.38
Adjustment to past billing Open Access 28.47
Cross Subsidy Surcharge Open Access 85.10
Wheeling Charge Open Access 79.23
Transmission Charge Open Access 262.74
Operating Charges Open Access 17.97
Threshold penalty Open Access 1.92
Total Income from Open Access Charges 475.81

3.31.3 Hon’ble Commission vide MYT Order dated 30th March 2020 in Case no. 322
of 2019 has not considered income towards the Transmission Charges
proposed to be retained with MSEDCL to be a part of income from OA
Charges. Accordingly, MSEDCL has excluded the transmission charges open
access revenue from the income from OA charges.
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3.31.4 Hence, MSEDCL humbly requests the Hon’ble Commission to true up the
Income from Open Access Charges as per the Audited Accounts.

3.32 Income from Trading of Surplus Power for FY 2020-21

3.32.1 MSEDCL has reported an Income from Trading of Surplus Power of Rs.
126.21 Crs. Details of surplus power traded is provided in following table.
Table 89: Income from Trading of Surplus Power for FY 20-21

Rs. Crs
Particulars FY2020-21 | FY2020-21 | iction
(Approved) (Actual)
Income from Trading of Surplus Power 302.05 126.21 (175.84)

3.32.2 Hon’ble Commission also ruled that it shall undertake prudence check of sale
of surplus power for FY 2020-21 onwards. The detailed compliance to the
said directives has already been provided under Chapter ‘Compliance to
Directives’

3.32.3 MSEDCL humbly requests to the Hon’ble Commission to allow the income
from sale of surplus power as shown in above table.

3.33 Income from Wheeling Charges for FY 2020-21

3.33.1 MSEDCL has reported an income from Wheeling Charges of Rs. 0.09 Crs as

against Nil as approved by the Hon’ble Commission for FY 20-21
Table 90: Income from Wheeling Charges for FY 20-21

Rs. Crs
Particulars FY2020-21 | FY2020-21 | | oovion
(Approved) (Actual)
Income from Wheeling Charges - 0.09 0.09

3.33.2 Hence, MSEDCL humbly requests to the Hon’ble Commission to true up the
Income from Wheeling Charges as per the Audited Accounts as shown in the
above table.

3.34 Income from Additional Surcharge for FY 2020-21
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3.34.1 MSEDCL has reported an income from Additional Surcharge of Rs. 479.03

Crs.
Table 91: Income from Additional Surcharge for FY 20-21
Rs. Crs
Particulars FY2020-21 | FY 2020-21 |\, otion
(Approved) (Actual)
Income from Additional Surcharge 119.65 479.03 359.39

3.34.2 MSEDCL humbly requests to the Hon’ble Commission to true up the Income
from Additional Surcharge as per the Audited Accounts as shown in the above
table.

3.35 Revenue Gap/(Surplus) for FY 2020-21

3.35.1 Based on the above analysis, the summary of ARR (after sharing of efficiency
gains &losses) for the Wires Business and Supply Business, as per Audited
Account and as approved by the Hon’ble Commission, for FY 2020-21 is
presented in the Table below.
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Table 92: ARR for Wires & Supply Business for the FY 2020-21
Rs. Crs
Particulars FY2020-21 | FY2020-21 | @ iction
(Approved) (Actual)
Power Purchase Expenses 59,126.06 56,289.25 (2,836.80)
Operation & Maintenance Expenses 7,571.81 7,498.07 (73.75)
Depreciation Expenses 2,817.91 2,654.18 (163.74)
Interest on Loan Capital 1,320.86 1,179.84 (141.02)
Interest on Normative Working Capital 140.96 2,441.12 2,300.16
Interest on Consumers Security Deposit 540.58 282.70 (257.89)
Other Finance Charges - 32.19 32.19
Provision for bad and doubtful debts 732.63 465.05 (267.58)
Other Expenses 52.58 113.70 61.12
Income Tax - - -
Intra-State Transmission Charges MSLDC charge 5,699.92 5,715.74 15.82
Incentives/Discounts 322.38 307.40 (14.98)
Contribution to Contingency Reserves 157.56 157.56 (0.00)
Opex Scheme 110.49 27.05 (83.44)
Return on Equity Capital 2,109.58 1,990.87 (118.70)
Effect of sharing of gains/losses - 92.81 92.81
Impact of payment to MPECS in future years 37.16 37.41 0.25
Incremental Consumption Rebate 439.66 336.80 (102.86)
Aggregate Revenue Requirement 81,180.15 79,621.72 (1,558.43)
Stabilisation amount as per MYT Order 755.00 755.00 -
Total Aggregate Revenue Requirement 81,935.15 80,376.72 (1,558.43)
Less
Non-Tariff Income 379.75 316.85 (62.90)
Income from Open Access Charges 215.71 213.07 (2.65)
Income from Trading of Surplus Power 302.05 126.21 (175.84)
Income from Wheeling Charges - 0.09 0.09
Income from Additional Surcharge 119.65 479.03 359.39
Net Aggregate Revenue Requirement 80,918.00 79,241.47 (1,676.53)
Revenue from Sale of Power 80,918.00 73,309.04 (7,608.96)
Revenue from Retail Supply Business - -
Revenue from Wires Business - -
Revenue Gap/(Surplus) (0.00) 5,932.43 5,932.43

3.35.2 The Hon’ble Commission in its MYT Order dated 30™ March 2020 has approved
Aggregate Revenue Requirement of Rs. 81,935.15 Crs for FY 2020-21. MSEDCL
submits actual ARR of Rs. 80,376.72 Crs. with a deviation of Rs. (1,558.43) Crs.
Considering the impact of revenue and other income, the truing up requirement
works out to be Rs. 5,932.43 Cr. MSEDCL requests the Hon’ble Commission to
allow the true up requirement as submitted above.
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4 TRUE UpoOFFY 2021-22

4.1 Preamble

4.1.1 This section outlines the actual performance of MSEDCL for the FY 2021-22.
MSEDCL hereby submits final True Up for FY 2021-22 comparing the actual
audited data for FY 2021-22 with those approved by the Hon’ble Commission
vide MYT Order dated 30" March 2020 in Case no. 322 of 2019.

4.1.2 The Board of Directors of MSEDCL has approved the Audited Annual
Accounts for the period April 2021 to March 2022 and Statutory Auditors M/s.
GMJ & Co, M/s. G.D Apte & Co., and M/s. M.P. Chitale & Co. have audited
the Accounts vide report dated 12/10/2022 attached as Annexure 4 to this
Petition. MSEDCL hereby proposes to true up its expenses and revenues
based on the said Audited Accounts for FY 2021-22.

4.1.3 Following section outline the deviations in actual expenses/revenue for FY
2021-22 based on the Audited Accounts of MSEDCL in comparison with the
expenses/revenue approved by the Hon’ble Commission vide MYT Order
dated 30" March 2020.

4.2 Principles of Truing-up for FY 2021-22

421 MSEDCL submits that the MERC (Multi Year Tariff) Regulations, 2019
specifies that the Mid-Term Review Petition shall comprise of Truing up for FY
2021-22 which has to be carried out based on the provisions of the MERC
(Multi Year Tariff) Regulations, 2019.

4.2.2 In line with the provisions of MERC (Multi Year Tariff) Regulations, 2019,
MSEDCL has computed this Truing-up for FY 2021-22.

4.3 Category Wise Sales for FY 2021-22

4.3.1 Category wise actual sales for FY 2021-22 for MSEDCL excluding all
Distribution Franchisee have been summarized in the following table:
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Table 93: Category wise Sales for FY 2021-22
Sales (MUs)
Category FY 2021-22 FY 2021-22 Deviation
(Approved) (Actual)
Residential 23,750.90 21,477.14 | (2,273.75)
Commercial 9,202.09 5,745.74 | (3,456.35)
HT-Industrial 34,916.20 33,909.97 | (1,006.23)
LT-Industrial 7,878.84 8,311.07 432.23
PWW 2,644.54 2,628.89 (15.66)
Street Light 2,402.49 1,262.46 | (1,140.03)
Agriculture 28,279.08 36,394.46 8,115.38
Public Services 1,750.44 1,501.34 (249.10)
Railways 82.07 84.30 2.22
Others 729.31 739.13 9.82
MSEDCL Excl. DF 1,11,635.97 1,12,054.50 419

4.3.2 MSEDCL submits that during the MYT process, the Hon’ble Commission had
approved the sales based on category-wise sales approved for FY 2018-19
as the base. The Hon’ble Commission had mostly applied 3-year/5-year
CAGR for projecting the sales for FY 2021-22. Now, the actual figures of FY
2021-22 are available.

4.3.3 As noted by the Hon’ble Commission in MYT Order at the time of MYT
process that MSEDCL was in advanced step/stage to introduce franchisee in
other areas, and hence, the Hon’ble Commission while projecting sales has
only considered Bhiwandi Franchisee and not factored in the impact of other
franchisees. Further, the Hon’ble Commission had opined that the same can
be done at MTR stage based on actual details.

Bhiwandi DF

M/s. Torrent Power Ltd. (TPL) has been appointed as Distribution Franchisee
for Bhiwandi circle and Distribution Franchise Agreement (DFA) was signed
between MSEDCL & M/s TPL on 20.12.2006. Distribution operations of
Bhiwandi circle were handed over to M/s TPL on 26th January 2007. The term
of agreement was ten years and got expired on 26.01.2017. As per article 3.2
of DFA, the said agreement has been renewed and extended for 10 Years i.e.
up to 25th January 2027. Distribution Franchisee Renewal Agreement was
signed on 02.12.2016.

434
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Thane DF — SMK area

4.3.5 M/s. Torrent Power Ltd. (TPL) has been appointed as Distribution Franchisee
for Shil, Mumbra & Kalwa (SMK) sub-divisions under Thane Urban Circle.
Distribution Franchisee Agreement (DFA) dated 11" February, 2019 is
effective for the period commencing from 1% March 2020 to 1%' March 2040.
Distribution operations of designated DF area were handed over to M/s. TPL
on 1% March, 2020.

Malegaon DF

4.3.6 M/s. CESC Limited has been appointed as Distribution Franchisee for
Malegaon area comprising Malegaon Urban-I, Il and Ill Sub-divisions and 5
villages of Malegaon Rural sub-divisions under Malegaon Circle. Distribution
Franchisee Agreement (DFA) dated 29" May 2019 is effective for the period
commencing from 1% March 2020 to 1%' March 2040. Distribution operations of
designated DF area were handed over the M/s. CESC on 1% March, 2020.

4.3.7 Details of month wise sales are given in the Form 1 of the Regulatory
Formats.

4.3.8 MSEDCL hereby requests the Hon’ble Commission to approve the Sales for
FY 2021-22 as submitted as part of this Petition.

4.4 Distribution Losses for FY 2021-22

4.41 In MYT Order dated 30" March 2020 in Case No. 322 of 2019, the Hon’ble
Commission had approved distribution loss of 16.00% (excluding EHV Sales
and OA Sales) for FY 2021-22. The actual distribution loss of MSEDCL for FY
2021-22 is 16.57% which is 0.57% more than the Distribution Loss level

approved by the Hon’ble Commission.
Table 94: Distribution Losses FY 2021-22

Particulars Biecailpcay enla2e Deviation
(Approved) | (Actual)

Distribution Loss (excl. EHV Sales & OA Sales) 16.00% 16.57% 0.57%

442 MSEDCL submits that it has been putting best endeavours for lowering the
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Distribution Losses to the lowest possible level. MSEDCL has achieved a
significant reduction in distribution losses during recent years. However, loss
reduction is a slow process and becomes increasingly difficult for the loss
levels to come down after a particular level. The change in sales mix also
impact the distribution losses.
4.4.3 MSEDCL requests the Hon’ble Commission to approve the actual Distribution
Loss as per the above table.

4.5 Energy Balance for FY 2021-22

4.5.1 The quantum of sales as shown in Table 95 is 1,12,054.50 MUs,
representing the sales of MSEDCL excluding the sales in the area served by
Distribution Franchisees. As per the methodology adopted by Hon’ble
Commission for calculating energy balance of MSEDCL as a whole, the sales
to the consumers within the Distribution Franchisee area has also been
considered. Therefore, energy available for sale for FY 2021-22 is computed

as below:
Table 95: Energy Sales for MSEDCL for FY 2021-22

MUs
Particulars I e e e tIon
(Approved) (Actual)
Energy Sales by MSEDCL for FY 2021-22 1,11,635.97 | 1,12,054.50 418.53
Add: Category wise sales in DF area 3,427.25 4,274.48 847.23
Add: Solar Offset Units - -
Add: OA Sales (Conventional) 3,983.40 4,435.55 452.15
Add: Renewable OA 859.40 1,247.70 388.30
Total Energy Sales 1,19,906.02 | 1,22,012.23 2,106.21

452

453

MSEDCL submits that the total energy sales for FY 2021-22 is 1,22,012.23
MUs as compared to 1,19,906.02 MUs which was approved by the Hon’ble
Commission in MYT Order dated 30" March, 2020. The Hon’ble Commission
is requested to allow the same.

MSEDCL further submits that it is procuring power from various Sources
including MSPGCL, CGS including nuclear power plants, Traders, IPPs and
Renewable Sources. It would be very difficult to differentiate which power is
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coming from which source at Transmission periphery. Hence, an average
inter-state loss for the whole year is considered for power sourced from
outside the State of Maharashtra.

4.5.4 MSEDCL also submits that data of metered energy is available at 3 points: at
bus-bar of the generating station, at T <> D interface i.e. at Distribution
Periphery and sales at consumer end. It is further to state that to calculate
Distribution Loss, it considers metered energy.

455 MSEDCL submits that based on the power scheduled at generator bus for
Maharashtra is available as Full Schedule on WRLDC web based scheduling
software. Similarly, power scheduled at Maharashtra state periphery is
available as Net schedule on WRLDC web based scheduling software.

4.5.6 In case of Tarapur Atomic Power Station of NPCIL (TAPS 1&2) which is
considered as ISGS station but connected to Maharashtra State STU network
for power evacuation. Hence for scheduling of power to Maharashtra, no PoC
/ scheduling loss is considered. Similarly, EMCO Warora is located in
Maharashtra but this generating station is connected to ISTS network. Hence
power is scheduled by WRLDC.

4.5.7 For interstate loss computation, power scheduled from ISGS station, CGPL,
EMCO, SSP, Pench & short term through Inter-state network i.e. whose
scheduling done by RLDC is taken into consideration.

4.5.8 MSEDCL also purchase power from power market mainly Indian Energy
Exchange as per requirement to meet demand or for cost optimization. The
power purchase from Indian Energy Exchange is at Regional periphery and
drawal losses are applicable for energy purchased from IEX to compute
energy available at Maharashtra State periphery.

4.5.9 Further MSEDCL also had agreements for banking of power from States like
Haryana, Himachal Pradesh and Delhi etc. In banking arrangement, Power
transactions are settled at Regional Periphery and concern DISCOMs has to
bear Drawal loss when receiving power from other DISCOM and has to bear
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injection loss when delivering power to other DISCOM.

4.5.10 MSEDCL submits that the surplus power traded at Exchange is billed at
Regional Periphery and bilateral power traded is billed at STU periphery. The
quantum of 334 MUs shown under ‘Surplus Energy Traded’ is the actual
energy traded by MSEDCL at STU periphery during FY 21-22.

4.5.11 As per provisional monthly settlements by MSLDC imbalance units for FY 21-
22 is considered as -282 MUs. MSEDCL submits that the WRLDC provides
web based scheduling reports on
HTTP://SCHEDULING.WRLDC.IN/WBES/ACCOUNT/LOGIN. This site provides the
details of full schedule and net schedule from each Inter State Generating
Station (ISGS). The WRLDC uses this data for loss calculation. Further,
WRPC prepares the REA from this data which forms the basis of billing for
ISGS. MSEDCL prepared the cumulative information for FY 21-22 based on
these reports. Considering the energy at ex bus bar and energy received at
STU periphery from these reports, MSEDCL has considered the inter-state

transmission losses as 3.38%.
Table 96: Inter-State transmission loss for FY 2021-22

At regional | Energy Received
. . . Interstate
Source of Power (Station wise) | Periphery at State Loss
(MUs) Periphery (MUs)
NTPC 34,623.17 33,439.96 3.4%
NPCIL 4,257.52 4,112.86 3.4%
SSP 460.61 460.64 0.0%
Pench 98.51 98.84 -0.3%
EMCO Power 1,393.46 1,345.59 3.4%
CGPL 785.97 760.83 3.2%
Short Term Power Purchase 4,059.03 3,917.51 3.5%
NVVN + Inter-State 152.43 147.53 3.2%
Total Power Scheduled from 45,830.69 44,283.77 3.38%
Inter State Source

4512 MSEDCL further submits that the MSLDC computes the Intra State
Transmission System (InSTS) Grid Loss based on the Energy Input and
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Energy Output. This is grid loss for the Maharashtra Transmission System
and not for MSEDCL. Hence, considering the fact that Grid Loss cannot be
same for all Distribution Licensees, MSEDCL has computed Intra-State
Transmission losses separately and shown below table of Energy Balance for
FY 2021-22. Power purchase, sales and energy at Distribution Periphery
being metered figures in this petition, Intra State losses is the number which is
required to be computed.

4.5.13 Further, Intra State transmission loss for Maharashtra System is 4.11%.
MSEDCL has considered this Intra-State transmission loss for computing the
input for OA consumption, as mandated by the Hon’ble Commission in MYT
Order.

4.5.14 The following table shows the energy balance for FY 21-22.
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Table 97: Energy Requirement and Energy Balance FY 2021-22

. . FY 2021-22
Particulars Calculation| UoM MYT Order | Actual

LT Agriculture Sales (Including D.F) a MU 26,867 35,390
LT Sales excluding Agriculture Sales (Including D.F) b MU 45,727 40,619
HT Sales excluding EHV level sales (Including D.F) c MU 31,718 28,970
Total Sales including D.F (Excluding EHV Sales) d=a+b+c MU 1,04,313 1,04,978

OA Sales (Renewables) e MU 859 1,248
OA Sales (Conventional) f MU 3,983 4,436
Retail Energy Sale to Consumers (Excluding EHV Sales) A=d+e+f MU 1,09,155 1,10,662

Sale due to Surplus Energy Traded B=1%"*(d+t)| MU 1,151 334
Retail Energy Sale including surplus traded (Excluding EHV Sales) C=A+B MU 1,10,306 | 1,10,996
Total Power Purchase D=g+h MU 1,41,940 | 1,44,535
Power Purchase Quantum from Intra-State sources g MU 1,01,459 98,704
Power Purchase Quantum from Inter-State sources h MU 40,481 45,831

Inter-State Losses i % 3.10% 3.38%
Power Purchase Quantum from Inter-State sources at MS Periphery j=h*(1-i) MU 39,224 44,284
Add: FBSM 0 MU - -282
Power Quantum handled at Maharashtra Periphery k=g+j MU 1,40,683 | 1,42,706
Infirm Non-PPA Wind Power l=e/(1-q) MU 888 1,301

Input for OA Consumption m=f/(1-q) MU 4,114 4,626
Total Power Purchase Quantum Handled n=k++m-v [ MU 1,45,112| 1,48,633
Surplus Power Traded o=B MU 1,151 334
Energy Requirement at G<>T Periphery p=n-0 MU 1,43,961 1,48,299
Intra-State Transmission Loss q % 3.18% 4.11%
Intra-State Transmission Loss r=p*q MU 4,576 6,097
Net Energy requirement at T<>D Periphery s=p-r MU 1,39,385 1,42,202
EHV Sales t MU 10,751 11,351

Net Energy Available for Sale at 33kV u=s-t MU 1,28,635 1,30,851

Energy injected and drawn at 33kV v MU 573 905
Total Energy Available for Sale at 33kV E=u+v MU 1,29,208 | 1,31,756
Energy Available for Sale including Surplus traded (excl. OA Sales) | F=E-F-m+o | MU 1,25,357 | 1,25,829
Distribution Loss (Excl. EHV Sales and OA Sales) G=E-A MU 20,052 20,851

Distribution Loss (Excl. EHV Sales and OA Sales) H=G/F % 16.00% 16.57%

4.5.15 MSEDCL requests the Hon’ble Commission to approve the Energy Balance
as shown in the table above.

4.6 Power Purchase Expenses for FY 2021-22

4.6.1 MSEDCL has following sources of firm power viz.
e Maharashtra State Power Generation Company Limited (MSPGCL)
e Purchase from Central Generating Stations
e |PPs (JSW (Ratnagiri), Mundra UMPP CGPL, Adani Power Limited,
Rattanindia Limited, Emco Power Limited etc.)
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4.6.2 MSEDCL also buys power from other sources such as Sardar Sarovar and
Pench Hydro project, renewable sources including co-generation, wind power
and solar generation.

4.6.3 In addition to the above sources, in case of any shortfall from approved
sources, when demand exceeds availability or for cost optimization, MSEDCL
sources power from exchange/Traders or other sources at the market price
through competitive bidding in accordance with the Guidelines of MoP.

4.6.4 Following table summarizes the source wise power purchase done by
MSEDCL during the FY 21-22.
Table 98: Source wise Power Purchase for FY 21-22

PP Quantum (MUs) PP Cost (Rs. Cost) PP Cost (Rs. /Unit)
. . Approved
Source Approved in Actual Deviation Approved in Actual Deviation in MYT | Actual | Deviation
MYT Order MYT Order Order
MSPGCL 52,402.95 | 51,005.09 | (1,397.86)| 22,056.38 | 21,498.11 (558.28) 4.21 4.21 0.01
NTPC 27,674.55 | 34,764.32 7,089.77 10,724.94 | 12,867.77 2,142.84 3.88 3.70 (0.17)
NPCIL 4,932.23 | 4,257.52 (674.71) 1,440.83 1,365.52 (75.30) 2.92 3.21 0.29
SSP 1,209.94 460.61 (749.34) 248.06 94.42 (153.63) 2.05 2.05 (0.00)
Pench 136.50 98.51 (37.99) 27.98 20.19 (7.79) 2.05 2.05 0.00
Dodson 115.72 32.43 (83.29) 17.92 12.01 (5.91) 1.55 3.70 2.16
JSW 1,934.21 855.16 (1,079.1) 738.09 259.29 (478.80) 3.82 3.03 (0.78)
CGPL 5,157.89 785.97 (4,371.92) 1,568.26 249.96 (1,318.30) 3.04 3.18 0.14
Adani Power 20,986.36 | 20,457.57 (528.80) 7,965.76 | 15,590.03 7,624.27 3.80 7.62 3.82
EMCO Power 1,370.06 1,393.46 23.40 654.24 579.77 (74.48) 4.78 4.16 (0.61)
Rattan India 1,855.61 8,141.30 6,285.70 1,355.49 3,252.98 1,897.49 7.30 4.00 (3.31)
Sai Wardha 1,257.05 614.63 614.63
Renewable 24,164.00 | 16,955.69 | (7,208.31)| 10,283.43 8,200.21 (2,083.23) 4.26 4.84 0.58
Traders 4,020.10 4,020.10 1,785.58 1,785.58 4.44 4.44
RECs - - - - -
Other Adjsutments 38.94 38.94 21.91 21.91
PGCIL Charges - 3,487.53 3,294.10 (193.43)
FBSM (281.98) (281.98) (236.34) (236.34)
Inter State Purchase 11.60 11.60 8.64 8.64
Intra State Purchase - -
Total Power Purchase 1,41,940 1,44,253 1,056 60,569 69,479 8,910 4.27 4.82 0.55

4.6.5 In the following paragraphs, the detailed reasons for variation in the power
purchase quantum and cost are provided.

a) MSPGCL — The power purchase quantum from MSPGCL stations has
reduced in FY 2021-22 as compared to the quantum approved by Hon’ble
Commission. The lower quantum of purchase from MSPGCL stations is
mainly due to lower availability from MSPGCL stations on account of
shortage of coal availability which also resulted into forced shut down of
Chandrapur-9 and Paras-3 Unit. Moreover, Koradi Unit-7 was retired on
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39 August 2021. Both the factors have resulted into overall reduction in
cost as compared to approved. However, the average rate of purchase
has remained in line with the approved average rate for FY 2021-22.

b) Central Generating Stations- It is submitted that there was an increase in
energy charge rate of NTPC stations due to increase in coal cost by Rs.
0.11 per unit. However, Actual units received from Mouda 1 & 2 was at
lower side hence, cost for the same was less. Further, due to ECR revision
approx. amount of Rs. 80 Cr received and COVID-19 19 rebate on Rs. 168
Cr received. Further, NPCIL TAPS 1& 2 units are under shut down from
month of January 2021MSEDCL purchased almost ~7000 MUs addition
from NTPC stations as compared to approved, which resulted into overall
average rate per unit from NTPC stations. Further, it is submitted that due
to non-availability of APM gas, NTPC stations of Kawas and Gandhar
were under zero scheduling during the months of June and July. It is
further submitted that the issue of higher gas prices continued for the
entire year resulting in negligible amount of purchase from these stations
during FY 2021-22. Further, there was a refund received of Rs. 22.02
Crore from Central RRAS.

c) JSW- The unit was back down during the months of April 2021 and from
October 2021 to January 2022. This has resulted in reduction of overall
purchase from JSW station. Further, the reduction in rate is on account of
less increase in CERC index for domestic coal and transportation as
against CAGR considered in MYT projections.

d) CGPL — The unit was under zero availability with effect from 18th
September 2021. The overall purchase from CGPL is hence reduced as
compared to approved. Further, the reduction in rate is on account of less
increase in CERC index for domestic coal and transportation as against
CAGR considered in MYT projections.

e) Adani Power Maharashtra Limited- It is submitted that MSEDCL has paid
Rs. 7920.72 Crores towards Change in Law claims made by APML for the
period from 2014 onwards, in line with the directions of the Hon'ble
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Supreme Court Order for payment of outstanding amounts. Further,
MSEDCL has also paid Rs. 301.97 Crore towards Evacuation Facility
charges. These charges have been approved by Hon’ble MERC under
‘Change in Law’ claims made by APML. These charges have resulted into
a jump in average rates of APML by almost 100% from the approved
rates. There was a slight decrease in per unit rates due to lower increase
of CERC indices for domestic coal and transportation as compared to
approved.

fy EMCO Power: As submitted earlier, the average rates of EMCO Power
have reduced due to lower CERC indices as compared to approved. The
power purchased is almost in line with the approved quantum. The
approved transmission charges were Rs. 107.10 Crore. However, due to
implementation of CERC (Sharing of Inter-State transmission charges &
losses) Regulation, 2020, these charges were waived off. Further,
additional payment of Rs. 57.70 Crore was made in October 2021 on
account of coal shortfall in line with the judgement of Hon’ble APTEL.

g) Rattanindia: There has been a significant increase in quantum purchased
from Rattanindia as compared to approved due to the unit falling under
MoD stack. In addition to this, MSEDCL has paid Rs. 198.30 Crore
towards domestic coal shortfall and Rs. 78.15 Crore towards Evacuation
Facility Charges.

h) Sai Wardha: It is submitted that the unit of Sai Wardha was started in July
2020. The Hon’ble Commission in its MYT Order for MSEDCL had not the
considered purchase from this unit. This has resulted into increase in
deviation from approved power purchase cost.

i) Inter-State: 12 MUs purchased from MPEB for villages in Nagpur and
Amravati.

i) Short-term PP: It is submitted that there has been an increase in purchase
from power exchanges by almost around ~4000 MUs mainly on account of
lower availability due to coal shortfall withessed in contracted sources of
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MSEDCL and non-availability of CGPL and JSW units as discussed
above. MSEDCL has purchased from exchanges mainly to optimise the
power purchase cost and meet the higher demand. It is submitted that the
average rate of power purchase has been lower than the ceiling rate of Rs.
4.50 per unit approved by the Hon’ble Commission in MYT Order.

k) FBSM: MSEDCL received amount to the tune of Rs. 1064.14 Crs against
FBSM for various cases.

[) Renewable Energy: In case of non-Solar, i) old projects having preferential
tariff is much more the new competitive tariff projects. ii) in case of wind
most of the EPA’s are expired and wind generators have opted for open
access NOC.

In case of Solar,

I Rs. 71.67 crs considered towards Change in Law due to resulting in
tariff increase.

ii. In FY 2021-22 only 200MW of new capacity were added out of on
and around remaining 1200 MW capacity.

iii. COVID-19 pandemic resulted is delay in commissioning of projects

iv. Solar generation in MUs is not as expected due to variation in
radiation according to climate conditions for that time period.

m) PGCIL Charges: Due to implementation of CERC (Sharing of Inter-State
Transmission Charges and Losses) Regulations, 2020, PoC charges have
been revised from the month of December 2020. This has resulted into an
increase in amount of PGCIL charges for FY 2021-22 as well as compared
to the cost approved by the Hon’ble Commission.

4.6.6 MSEDCL most respectfully submits that the above changes are beyond the
reasonable control of MSEDCL but well within the regulatory provisions for
consideration in true up. Hence, MSEDCL requests the Hon’ble Commission
to approve the power purchase expenses as per Audited Accounts.

4.6.7 MSEDCL submits that details of RE Purchase for FY 21-22 are provided in
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following table.
Source FY 2021-22

Quantum (MU) | Cost (in Rs. Crs.)

Wind 6,068.25 2,707.30

SHP 591.01 190.38

Bagasse based Cogen. 4,486.81 2,882.41

Biomass 324.85 231.45

MSW 0.25 0.12

Total Non-Solar 11,471.16 6,011.66

Solar 3,667.60 1,358.25

SECI 1,700.27 770.77

NVVN (Solar) 27.38 29.34

Solar Rooftop 89.28 30.18

Total Solar 5,484.53 2,188.54

Total 16,955.69 8,200.21

4.6.8 It is submitted that MSEDCL has purchased additional RE power by almost

more than 2000 MUs in FY 2021-22 as compared to FY 2020-21.

4.7 Transmission Charges for FY 21-22

4.7.1 MSEDCL submits the actual transmission charges and SLDC charges paid to
MSETCL and MSLDC as summarized in following table.

Table 99: Transmission Charges paid to Transmission Licensee for FY 2021-22

Rs. Crs
Particulars D e e I e o
(Approved) (Actual)
Intra-State Transmission Charges 5,782.39 5,950.98 168.59
MSLDC Charges 26.86 26.86 -0.00
Total 5,809.25 5,977.83 168.59

4.7.2 MSEDCL submits that it pays the transmission charges to STU as per the
INSTS Order issued by Hon’ble Commission from time to time. MSEDCL
requests the Hon’ble Commission to approve the actual Transmission and
MSLDC charges as per the Audited Accounts as shown in above table
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4.7.3 It is submitted that the Intra-state Transmission charges have increased by
Rs. 168.59 Crore on account of revision in Base TCR as compared to the
approved Base TCR in InSTS Order. This is majorly due to unexpected
increase in demand during FY 2021-22. It is submitted that the revision in
Base TCR is beyond control of MSEDCL. Therefore, MSEDCL requests the
Hon’ble Commission to kindly approve the actual Transmission and MSLDC
charges as per the Audited Accounts as shown in above table.

4.8 Fixed Costs for FY 2021-22

4.8.1 Based on the Capital Cost and the consequent Capitalized Expenditure,
Equity Component and Normative Debt, the fixed cost of MSEDCL for FY
2021-22 (excluding fixed component of PP cost) has been determined in
accordance with the provisions of the MYT Regulations, 2019 outlined
thereof. As outlined under the regulations, the fixed cost for MSEDCL has
been determined under the following major heads along with other items of
expenditure:

e Operation and Maintenance Expenses
e Depreciation

¢ Interest and Finance Charges

¢ |Interest on Working Capital

e Return on Equity

4.8.2 Net Aggregate Revenue Requirement has been computed after netting off
Expenses capitalized.

4.8.3 Head wise comparison has been made between the values approved by the
Hon’ble Commission vide MYT Order dated 30™ March 2020 in Case no. 322
of 2019 for FY 2021-22 and the values as per the audited accounts.

4.9 Actual Operation & Maintenance Expenses for FY 2021-22

4.9.1 Operations and Maintenance (O&M) Expenses of the company consists of
Employee Expenses, Administrative and General Expenses and Repairs and
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Maintenance Expenses.

4.9.2 The following table provides the actual O&M expenses (net of capitalisation)
for the FY 2021-22
Table 100: Actual O&M Expenses for FY 2021-22

Rs. Crs
Particulars Actual
Actual O&M Expenses 8,735.25

4.9.3 Head-wise details of employee expenses, A&G Expenses and R&M
Expenses have been provided in Regulatory Formats.

4.9.4 Following table provides the comparison of actual O&M expenses for FY 21-
22 and FY 19-20.

Rs. Crs
Sr. Particulars FY 2020-21 FY 2021-22 Difference
No.
1 Employee Exp. (Net) 5,368.20 6,397.36 1,029.16
2 A & G Exp. (Net) 763.87 969.95 206.08
3 R & M Exp. 1,036.21 1,367.95 331.74
Total O & M Exp. 7,168.28 8,735.25 1,566.97

4.9.5 There is an increase of Rs. 1566.97 Crs in O&M Expenses for FY 21-22 over
FY 20-21.

4.9.6 Following Table summarises the reasons for change in major components of
O&M Expenses for FY 21-22 over FY 20-21.

Table 101: Major components of O&M expenses for FY 21-22 over FY 20-21

Sr.

No Particulars FY 20-21 FY 21-22 Difference Remark

1. Employee Cost

. Due to increment in employee’s salary,
1.1 | Basic Salary 2,806.02 2,965.99 159.97 exp. has increased

12 Expenditure on

Outsourced Employees 497.08 584.29 87.21
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3{)‘ Particulars FY 20-21 FY 21-22 | Difference Remark
1.8 | Dearness Allowance 473.22 656.58 183.35
Earned Leave
1.4 Encashment 384.66 414.90 30.25
1.5 | Other Allowances 167.75 175.01 7.25
1.6 | Overtime Payment 19.49 22.81 3.32
Provident Fund Due to increment & rise in DA, the PF
1.7 Contribution 429.92 694.62 264.70 has been increased
Due to increase in mediclaim premium,
1.8 | Staff Welfare Expenses 89.92 163.24 73.32 this exp. has increased
1.9 | Gratuity Payment 311.66 420.78 109.12
2. Administration & General Expenses
2.1 | Rent Rates & Taxes 116.74 46.96 (69.78) | Actual expenditure
Security Measures for
2.2 Safety & Protection 161.78 175.46 13.67
2.3 | Advertisements 6.59 7.48 0.89
Expenditure on i
2.4 Computer Billing 257.34 378.74 121.40 | Actual expenditure
Commission/Collection .
2.5 charges 60.69 85.95 25.26 | Actual expenditure
3. Repair & Maintenance Expenses
3.1 | Plant & Machinery 532.47 464.65 (67.82) | Actual expenses
3.2 | Civil Works 50.05 130.55 80.50 | Actual expenses
3.3 | Lines & Cable Networks 433.98 711.81 277.83 | Actual expenses
3.4 | Office Equipment 19.28 47.35 28.07
3.5 | Others 0.00 13.15 13.15

4.9.7 MSEDCL further submits that in the employee expenses, MSEDCL has
considered Rs. 98.94 Crs towards Re-measurement of defined benefit plans.
In this regards, MSEDCL would like to submit that the Gratuity is recognised
at the year-end by using projected unit credit method as on 31%' March 2022.
It is unfunded defined benefit plan.

4.10 Normative Operation & Maintenance Expenses for FY 2021-22

4.10.1 MSEDCL submits that Regulation 75 and Regulation 84 of the MERC (MYT)
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Regulations, 2019 provides for the O&M Expenses norms for Distribution
Wires Business and Retail Supply of electricity respectively.

4.10.2 As per the said Regulations relating to the Truing-up of O&M expenses:

“75.2 ...
Provided also that at the time of true-up for each Year of this Control
Period, the Operation and Maintenance expenses shall be derived on
the basis of the Final Trued-up Operation and Maintenance expenses
after adding/deducting the sharing of efficiency gains/losses, for the
base year ending March 31, 2020, excluding abnormal expenses, if
any, subject to prudence check by the Commission, and shall be
considered as the Base Year Operation and Maintenance expenses.

75.3 The Operation and Maintenance expenses for each subsequent year
shall be determined by escalating these Base Year expenses of FY
2019-20 by an inflation factor with 30% weightage to the average
yearly inflation derived based on the monthly Wholesale Price Index of
the respective past five financial years as per the Office of Economic
Advisor of Government of India and 70% weightage to the average
yearly inflation derived based on the monthly Consumer Price Index for
Industrial Workers (all-India) of the past five financial years as per the
Labour Bureau, Government of India, as reduced by an efficiency
factor of 1% or as may be stipulated by the Commission from time to
time, to arrive at the permissible Operation and Maintenance expenses
for each year of the Control Period:
Provided that, in the Truing-up of the O&M expenses for any particular
year of the Control Period, an inflation factor with 30% weightage to the
average yearly inflation derived based on the monthly Wholesale Price
Index of the respective past five financial years (including the year of
Truing-up) and 70% weightage to the average yearly inflation derived
based on the monthly Consumer Price Index for Industrial Workers (all-
India) of the respective past five financial years (including the year of
Truing-up), as reduced by an efficiency factor of 1% or as may be
stipulated by the Commission from time to time, shall be applied to
arrive at the permissible Operation and Maintenance Expenses for that
year:
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Provided further that the efficiency factor shall be considered as zero,
in case there is an increase in the number of consumers including
Open Access consumers connected to the Distribution Wires of at least
2 percent annually over the last 3 years:

Provided also that in case such increase in the number of consumers is
lower than 2 percent annually over the last 3 years, then the reduction
in efficiency factor shall be considered in proportion to the percentage
growth in the number of consumers.”

4.10.3 Following table provides the year-on-year variations in CPl and WPI for the
last 5 years. Considering the average WPI and CPI and provisions of the
MERC (MYT) Regulations 2019, MSEDCL has calculated the escalation
factor as shown in the following table.

Table 102: Escalation factor for FY 2021-22

Year WPI Annual CPI Annual
Increase Increase
FY 2016-17 111.62 275.92
FY 2017-18 114.88 2.92% 284.42 3.08%
FY 2018-19 119.79 4.28% 299,92 5.45%

FY 2019-20 121.80 1.68%| 322.50 7.53%

FY 2020-21 123.38 1.29% 338.69 5.02%

FY 2021-22 139.41 13.00% 356.06 5.13%

5 Year Avg 4.63% 5.24%

Weight 30% 1.39% 70% 3.67%
Escalation Factor 5.06%

Efficiency Factor
Efficiency Factor in case
of increse in no. of
consumers incl. OA
consumers connceted to

the Distribution Wires 0.00%
Rate with 1% reduction 5.06%

4.10.4 MSEDCL further submits that MYT Regulations, 2019 quoted above also
provides that if the number of consumers of Distribution Licensee are
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increased by more than 2% annually over the last 3 years, efficiency factor
shall be considered as zero. Accordingly, considering the escalation factor
without reducing efficiency factor, MSEDCL has computed the normative
O&M expenses for FY 2021-22. Detailed calculations are given in the
Regulatory Formats.

4.10.5 Considering the above escalation factor and revised normative O&M
expenses for FY 2020-21, MSEDCL has calculated the O&M Expenses.
MSEDCL submits that calculated O&M expenses are allocated between the
Wires Business and Retail Supply Business in the ratio of allocation matrix
provided in the MYT Regulations, 2019), i.e., 65% to Wires Business and 35%

to Supply Business. The same is shown in following table.
Table 103: O&M Expenses for FY 2021-22

Rs. Crs
Particulars RV 2021-22 || FY 202122 | P e ion
(Approved) | (Normative)
O&M Expenditure for Wires business 4,717.50 4,936.62 219.12
O&M Expenditure for Retail Supply business 2,540.19 2,658.18 117.99
Operation and Maintenance Expenses (A) 7,257.69 7,594.79 337.10

4.10.6 Hon’ble Commission in its MYT Order dated 30th March, 2020 in Case No.
322 of 2019 has added Rs. 582.11 Crores in FY 2020-21 to include the
impact of arrears on account of wage revision over and above derived
normative O&M expenses, which were related to second and third instalment
of the arrears proposed to be paid in FY 2020-21. As per the Regulations
75.4 (Wire) & 84.4 (Supply) and 75.5 (Wire) & 84.5 (Supply) of MYT
Regulations 2019 impact of wage revision has to be considered at the time of
true-up of any year. However, as the impact would be significant and would
entail allowing for carrying cost in future, Hon’ble Commission upon due
consideration by invoking its power to relax under Regulation 105 of MYT
Regulations, 2019 had decided to allow arrears of Rs. 582.11 in FY 2020-21
itself. MSEDCL submits that second instalment of pay revision of Rs. 269.00
Crs has been given in the month of February, 2021. Further, third instalment
of pay revision of Rs. 355.00 Crs has been given in the month of December,
2021. The wage revision related documents are attached as Annexure 11 to
this Petition. Accordingly, for the purpose of true-up, MSEDCL has calculated
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total allowable O&M expenses for FY 2021-22, by considering Rs. 355.00
Crs over and above derived normative O&M expenses for FY 2021-22, as
shown in the following table.

Table 104: O&M Expenses for FY 2021-22

Rs. Crs
Particulars FY2021-22 | FY2021-22 | |y ocvion
(Approved) | (Normative)

O&M Expenditure for Wires business 4,717.50 4,936.62 219.12
O&M Expenditure for Retail Supply business 2,540.19 2,658.18 117.99
Operation and Maintenance Expenses (A) 7,257.69 7,594.79 337.10
Impact of arrears - Wires business 0 230.75 230.75
Impact of arrears - Supply business 0 124.25 124.25
Sub Total (B) - 355.00 355.00
Total O&M Expenses (C = A+B) 7,257.69 7,949.79 692.10

4.10.7 Further, as per Regulations 75.6 and 84.6 of the MYT Regulations, 2019 in
case the expenditure on Repairs & Maintenance falls below 20% of total O&M
expenses allowed under these Regulations, then such savings in R&M shall
not be set off against other heads of O&M expenses. The relevant extract of
the Regulations is reproduced below:

“75.6 In case the expenditure on Repairs & Maintenance falls below 20% of
total O&M expenses allowed under these Regulations, then such
savings in Repairs & Maintenance shall not be set off against other
heads of O&M expenses:”

4.10.8 MSEDCL submits its R&M expenses are less due to the reasons explained
above which are attributable to COVID-19 pandemic situation. Hence,
MSEDCL requests Hon’ble Commission to kindly relax these regulations for
FY 2021-22 which affected during some part of the year and allow expenses
as per normal sharing of gains and losses.

4.10.9 MSEDCL requests the Hon’ble Commission to allow the O&M Expenses as
computed in above table.

4.11 Opex Schemes for FY 2021-22
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4.11.1 MSEDCL submits that as per the Regulation 75.7 and 84.7 of the MYT
Regulations, 2019 the distribution licensee is allowed to undertake Opex
schemes for wires and supply business for system automation, new
technology and IT implementation etc. and such expenses may be allowed
over and above normative O&M expenses. The relevant extract of the
regulations is reproduced below:

“75.7 A Distribution Licensee may undertake Opex schemes for system
automation, new technology and IT implementation, etc., and, such
expenses may be allowed over and above normative O&M Expenses,
subject to prudence check by the Commission:

Provided that the Distribution Licensee shall submit detailed
justification, cost benefit analysis of such schemes as against capex
schemes, and savings in O&M expenses, if any.

84.7 A Distribution Licensee may undertake Opex schemes for system
automation, new technology and IT implementation, etc,. and, such
expenses may be allowed over and above normative O&M Expenses,
subject to prudence check by the Commission:

Provided that the Distribution Licensee shall submit detailed
justification, cost benefit analysis of such schemes as against capex
schemes, and savings in O&M expenses, if any.”

4.11.2 Based on approval accorded in the MYT Order dated 30" March 2020 in
Case No. 322 of 2019 MSEDCL has incurred actual expenses of Rs. 31.67
Crs in FY 2021-22 as against Rs. 110.49 Cr. approved by Hon’ble
Commission. Following table shows the actual Opex Schemes expenses for
FY 2021-22.

4.11.3 Detailed justification, cost benefit analysis of such schemes and savings in
O&M expenses has been provided under Chapter 15 of this petition.

4.11.4 MSEDCL requests the Hon’ble Commission to allow the Opex Schemes
Expenses as shown in table below.
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Table 105: Opex Scheme Expenses for FY 2021-22
Rs. Crs
Particulars FY 2021-22| FY 2021-22\ \\ o vion
(Approved) | (Actual)
Opex Schemes (Wires Business) -
Substation Monitoring System (SMS) 69.53 1.03 (68.50)
MSEDCL Cloud Project 8.32 7.56 (0.76)
Annual Technical Support of SAP/HANA/Cracle
Software Licences 5.94 - (5.94)
Vehicle Tracking System 0.53 - (0.53)
Sub-Total 84.31 8.59 (75.72)
Opex Schemes (Retail Supply Business) -
Customer Care Center 6.60 13.91 7.31
RF-DCU (Expression of Interest & Tender) 4.80 1.61 (3.19)
MSEDCL Cloud Project 8.32 7.56 (0.76)
Annual Technical Support of SAP/HANA/Cracle
Software Licences 5.94 - (5.94)
Vehicle Tracking System 0.53 - (0.53)
Sub-Total 26.18 23.08 (3.10)
Total 110.49 31.67 (78.82)

4.12 Capitalisation for FY 2021-22

4.12.1 MSEDCL has achieved capitalization of Rs. 3,442.01 Cr. in FY 2021-22 as
against Rs. 3,638.60 Cr. approved by Hon’ble Commission. Following table

shows the capitalization in FY 2021-22.
Table 106: Capitalisation for FY 2021-22

Rs. Crs
Particulars FY2021-22 | FY2021-22 | | ion
(Approved) (Actual)
DPR Scheme 3,291.09 3,469.82 178.73
Non DPR Scheme 347.51 -27.81 (375.32)
Total Capitalisation 3,638.60 3,442.01 (196.59)

4.12.2 As per the Annual Accounts the addition to GFA is Rs. 3,467.47 Crs. whereas
in Form 4 MSEDCL has shown Capitalization as Rs. 3,442.01 Crs. MSEDCL
submits that in Form 4.2, only scheme wise details have been shown whereas
in Annual Accounts the Addition to GFA is shown in totality including land and
land rights, buildings etc. The detail of which is shown in the following table.
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Table 107: Addition to GFA as per Audited Accounts for FY 2021-22

. Amount

Sr. No. Particulars (Rs. Crs)
1 Capitalisation as per Note of the Accounts 3,467.47
2 Capitalisation as per Form 4 3,442.01

Other Assets

3 Land 7.83
4 Buildings 32.79
5 Vehicles -5.13
6 Furniture & Fixtures -2.62
7 General Assets -8.70
8 Other Civil Works -23.10
9 Computer Software 24.39
10 [Total (2 to 8) 3,467

4.12.3 MSEDCL further submits that the additional details of general assets are

provided in following table.
Table 108: Details of General Assets for FY 2021-22

Particulars Amount
Rs. Crs
Hydraulic works -1.90
Communication Equipment 2.15
IT Equipment -13.40
Office Equipment 4.48
Other Assets 0.08
Batteries & Charging -0.04
Total -8.64

4.12.4 Hon’ble Commission in its previous Orders has allowed the capitalization
towards schemes not forming part of any specific scheme. MSEDCL further
submits that Hon’ble Commission has accordingly revised the GFA to that
extent as well. Therefore, MSEDCL requests the Hon’ble Commission to
approve the capitalization as per the Audited Accounts and revise the GFA
accordingly.

4.13 Depreciation for FY 2021-22
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4.13.1 The Opening GFA as per MSEDCL'’s Audited Accounts is Rs. 66,927.14 Crs
(excluding the impact of Final Transfer Scheme/Restructuring Plan and
subsequent revaluation). Accordingly, the depreciation has been reworked on
a pro-rata basis on the revised Opening GFA for FY 2021-22 for the purpose

of True-Up which is summarized below.
Table 109: Depreciation for FY 2021-22

. Amount
Sr. No. Particulars (Rs. Crs)
1 Opening GFA for FY 21-22 (Actual ) 66,927.14
2 Opening GFA for FY 21-22 as per MERC 57,669.39
3 Less: Consumer Contribution and Grants
4 Net Opening GFA (Approved) 57,669.39
5 Depreciation (Actual) 2,968.79
6 Depreciation (Claimed in proportion to Actual) 2,558.13

4.13.2 MSEDCL requests the Hon’ble Commission to allow the Depreciation as
computed in above table.

4.14 Funding Pattern for FY 2021-22

4.14.1 As per the Regulation 27.1 of the MERC MYT Regulations, 2019, the debt-
equity ratio as on the date of commercial operation shall be 70:30 of the
amount of capital cost approved by the Commission. The said Regulation also
provides that if the equity actually deployed is more than 30% of the capital
cost, equity in excess of 30% shall be treated as normative loan for the
Licensee for determination of Tariff.

4.14.2 MSEDCL submits that the Hon’ble Commission has designed the formats for
submission of data in respect of Capex and Capitalization on yearly basis.
MSEDCL further submits that the information required by Hon’ble
Commission is on yearly basis whereas capital expenditure and capitalization
of project is a process which continues for 3 to 5 years. With such different
timelines, there will be spill-over of capex and capitalization and hence it
would be difficult to match the capex and capitalization and its funding on
yearly basis. MSEDCL also submits that previously funding gap (if any) was
shown as internal accrual and Hon’ble Commission has considered it as a
part of normative equity or normative loan. It is pertinent to note that many
times the Hon’ble Commission has restricted the equity to 30% if the equity
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portion of the funding is exceeded 30% and excess equity was treated as
normative loan. Thus, Hon’ble Commission has already given the necessary
effect for additional equity.

4.14.3 The funding pattern for FY 2021-22 for the capitalization achieved by
MSEDCL, in proportion to the funding pattern of capital Expenditure, is
presented in the following table:

Table 110: Funding Pattern of Capitalization for FY 2021-22

Particular Amount | Funding
(Rs. Crs) | Mix (%)
Total Capitalisation 3,442.01
Less: Consumer Contribution 740.83
Less: Grants 959.20
Balance to be funded 1,741.98
Equity 44597 | 25.60%
Debt 1,296.01 74.40%
Equity 445.97 26%
Debt 1,296.01 74%

4.14.4 MSEDCL requests the Hon’ble Commission to approve the funding mix as
submitted in above table.

4.15 Interest Expenses for FY 2021-22

4.15.1 MSEDCL has computed the interest expenses on normative basis linked to
the normative opening loan and normative loan addition during the year.

4.15.2 MSEDCL submits that the Regulation 30.5 of the MYT Regulation, 2019
provides that at the time of Truing-up, the weighted average rate of interest
computed on the basis of the actual long-term loan portfolio during the
concerned year shall be considered as the rate of interest. Accordingly, for
arriving at the interest rate, MSEDCL has considered the weighted average
interest rate of actual loan portfolio of FY 2021-22. The computation of
weighted average interest rate of actual loan portfolio is shown in following
table.
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Table 111: Computation of weighted average interest rate for FY 2021-22

. Actual
Particulars Formula (Rs. Crs)
Qutstanding Loan at the start of the year a 15,153.57
Loan drawal during the year b 1,269.47
Loan repayment during the year C 2,717.74
Balance outstanding at the end of the year d=a+b-c 13,705.30
Average Loan for the Year e=Avg(a,d) | 14,429.43
Interest Expense incurred during the year f 1,421.22
Weighted Average Interest rate g=f/e 9.85%

4.15.3 Regulation 30.3 of the MERC MYT Regulations, 2019 provides for loan
repayment during a year equal to depreciation allowed. The relevant extract is
reproduced below:

“30.3 The loan repayment during each year of the Control Period from FY
2020-21 to FY 2024-25 shall be deemed to be equal to the
depreciation allowed for that year.”

4.15.4 Considering the normative opening loan, normative loan addition during the
year and loan repayment equal to depreciation and the weighted average
interest rate of actual loan portfolio, MSEDCL has computed the interest

expenses on normative basis as summarized in table below:
Table 112: Interest Expenses for FY 2021-22

Rs. Crs
Particulars FY2021-22 | FY2021-22 | |\, oy
(Approved) | (Normative)
Normative Outstanding Loan at beginning of the year 12,817.74 11,541.93 | (1,275.81)
Less: Reduction of Normative Loan due to retirement of assets
Loan Drawal 2,157.12 1,296.01 (861.11)
Loan Repayment 2,963.97 2,880.50 (83.47)
Normative Balance Qutstanding at the end of the year 12,010.89 9,957.44 | (2,053.45)
Average Balance of Net Normative Loan 12,414.31 10,749.68 (1,664.63)
Interest Rate 10.28% 9.85%
Interest Expenses 1,275.59 1,058.79 (216.80)

4.15.5 MSEDCL submits that Hon’ble Commission had approved Funding of
Capitalization based on the approved capitalization in the MYT Order dated
30" March 2020.

4.15.6 MSEDCL requests the Hon’ble Commission to approve the normative interest
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expenses as submitted in above table.

4.16 Interest on Working capital & Interest on SD for FY 2021-22

4.16.1 MSEDCL submits that Regulations 32.3 of the MERC MYT Regulations, 2019
provides for Interest on Working Capital for Wire business of electricity.
Further, the MYT Regulations, 2019 also provides that for the purpose of
Truing-up for any year, interest on working capital shall be allowed at a rate
equal to the weighted average Base Rate prevailing during the concerned
Year plus 150 basis points. The relevant extract is reproduced below:

‘2.11 (10)  “Base Rate” shall mean the one-year Marginal Cost of Funds-
based Lending Rate (‘MCLR’) as declared by the State Bank of
India from time to time;

32.3 (b)

Provided that for the purpose of Truing-up for any year, interest
on working capital shall be allowed at a rate equal to the
weighted average Base Rate prevailing during the concerned
Year plus 150 basis points.”

4.16.2 Base rate is considered at one-year MCLR of SBI plus 150 basis points.

MSEDCL has calculated the interest on working capital at 8.57%. The
detailed working of weighted average Base Rate is provided in following table:

Table 113: Working of weighted average Base Rate

From To Days Rate Days X Rate
01-04-2021 10-04-2021 9 7.00% 63%
10-04-2021 15-04-2021 5 7.00% 35%
15-04-2021 15-05-2021 30 7.00% 210%
15-05-2021 15-06-2021 31 7.00% 217%
15-06-2021 15-07-2021 30 7.00% 210%
15-07-2021 15-08-2021 31 7.00% 217%
15-08-2021 15-09-2021 31 7.00% 217%
15-09-2021 15-10-2021 30 7.00% 210%
15-10-2021 15-11-2021 31 7.00% 217%
15-11-2021 15-12-2021 30 7.00% 210%
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From To Days Rate Days X Rate
15-12-2021 15-01-2022 31 7.00% 217%
15-01-2022 15-02-2022 31 7.00% 217%
15-02-2022 15-03-2022 28 7.00% 196%
15-03-2022 | 31-03-2022 16 7.00% 112%
Weighted Avg. Rate 365 7.00% 2548%
Plus 150 Basis Points 1.50%
Total Weighted Avg. Rate 8.50%

4.16.3 MSEDCL further submits that the Regulation 30.11 of MYT Regulations, 2019
provides for Interest on Security Deposit at Bank Rate. The relevant extract is
reproduced below:

“30.11 Interest shall be allowed only on the amount held in cash as security

deposit from Transmission System Users, Distribution System Users
and Retail consumers at the Bank Rate as on 1% April of the Year for
which the interest is payable:
Provided that at the time of Truing-up, the interest on the amount of
security deposit for the year shall be considered on the basis of the
actual interest paid by the Licensee during the year, subject to
prudence check by the Commission.”

4.16.4 MSEDCL Commercial Circular No. 335 for Rate of Interest on Consumer
Security Deposit @ 4.25% per annum for FY 2021-22 is attached as
Annexure 8 to this Petition.

4.16.5 MSEDCL requests the Hon’ble Commission to allow the Interest on Working
capital along with the actual interest on security deposit paid as per audited
account for wire business as shown in table below.
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Table 114: Interest on Working Capital & Interest on Security Deposit for Wire business

for FY 21-22
Rs. Crs
Particulars FY2021-22 | FY2021-22 | |, oiion
(Approved) | (Normative)
Computation of Working Capital (Wire Business)
O&M expenses for a month 384.98 430.61 45.63
Maintenance Spares at 1% of Opening GFA 615.69 552.40 (63.29)
1..5 n.won’Fhs of. expected revenue from charges for use of 1.374.84 1.371.32 (3.52)
Distribution wires
LLva;f;:SAmount held as SD from Distribution System (873.25) (906.31) (33.06)
Total Working Capital Requirement 1,502.25 1,448.02 (54.24)
Rate of Interest (% p.a.) 9.50% 8.50%
Interest on Working Capital 142.71 123.08 (19.63)
Actual Working Capital Interest 238.50
Interest on Security Deposit
Rate of Interest (% p.a.) 6.50% 3.98%
Interest on Security Deposit 56.76 36.04 (20.72)

4.16.6 MSEDCL further submits that Regulation 32.4 of the MERC MYT Regulations,
2019 provides for Interest on Working Capital for Retail Supply business of
electricity. Further, the MYT Regulations, 2019 also provides that for the
purpose of Truing-up for any year, interest on working capital shall be allowed
at a rate equal to the weighted average Base Rate prevailing during the
concerned Year plus 150 basis points. The relevant extract is reproduced

below:

‘2.11 (10) “Base Rate” shall mean the one-year Marginal Cost of Funds-
based Lending Rate (‘MCLR’) as declared by the State Bank of
India from time to time;

324 (b)

Provided that for the purpose of Truing-up for any year, interest

on working capital shall be allowed at a rate equal to the
weighted average Base Rate prevailing during the concerned

Year plus 150 basis points.’

4.16.7 MSEDCL has calculated the interest on working capital at as 8.50% computed
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above and paid interest on security deposit at 4.25% and considered the

actual paid amount as per audited accounts.

Table 115: Interest on Working capital & & Interest on Security Deposit for Supply
business for FY 21-22

Rs. Crs
Particulars FY2021-22 | FY2021-22 | ovion
(Approved) | (Normative)
Computation of Working Capital (Supply Business)
O&M expenses for a month 207.30 231.87 24.57
Maintenance Spares at 1% of Opening GFA 68.41 61.38 (7.03)
1.5 months equivalent of the expected revenue from sale
of electricity at the prevailing Tariff and including revenue 10,102.93 10,980.02 877.09
from CSS and Additional Surcharge
Less: Amount held as security deposit (7,859.27) (8,156.79) (297.52)
Less: O.ne.month equivalent of cost of Power Purchase, (5,853.95) (6,288.05) (434.11)
Transmission Charges and MSLDC Charges
Total Working Capital Requirement (3,334.58) (3,171.57) 163.00
Rate of Interest (% p.a.) 9.50% 8.50%
Interest on Working Capital - -
Actual Working Capital Interest 2,146.49
Interest on Security Deposit
Rate of Interest (% p.a.) 6.50% 3.98%
Interest on Security Deposit 510.85 324.34 (186.51)

4.16.8 MSEDCL requests the Hon’ble Commission to allow the interest on working
capital and actual security deposit for supply business as shown in above
table.

4.17 Other Finance Charges for FY 2021-22

4.17.1 MSEDCL submits that the regulation 30.8 of the MYT Regulations, 2019
provides that the finance charges shall be allowed at the time of True-up. The
relevant extract is reproduced below:

‘30.8 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.”

4.17.2 MSEDCL submits that it has incurred Other Finance Charges amounting to
Rs. 32.19 Crores during the FY 2021-22. These are the fund raising charges
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i.e. Guarantee Charges, Finance Charges, Stamp Duty and Service Fee.
Table 116: Other Finance Charges for FY 2021-22

Rs. Crs
Particulars FY2021-22 | FY 2021-22 | b otion
(Approved) (Actual)

Guarantee Charges - 20.93 20.93
Finance Charges 8.72 8.72
Stamp Duty 0.07 0.07
Service Fee (Fund-raising charges) 15.76 15.76
Total 45.47 45.47

4.17.3 MSEDCL submits that these charges depend on the no. of loans, LC required
to be given to the Power Suppliers, documentation for availing long term and
working capital loans. These charges are, thus, beyond reasonable control of
MSEDCL and hence required to be allowed on actual basis. Therefore,
MSEDCL humbly requests the Hon’ble Commission to allow the Other
Finance Charges as per the Audited Accounts.

4.18 Provision for Bad Debts for FY 2021-22

4.18.1 MSEDCL submits that bad debts are inseparable incidents of the business of
electricity distribution and retail supply.

4.18.2 Regulation 76 and 85 of the MYT Regulations, 2015 specifies that a provision
of bad and doubtful debt may be allowed up to 1.5% of the amount shown as
trade receivables or receivables in the Audited Accounts of the distribution
licensee duly allocated for wires and supply business respectively. The
relevant extract is reproduced below:

“76  Provision for Bad and Doubtful Debts

In the MYT Order, for each Year of the Control Period, the Commission
may allow a provision for writing off of bad and doubtful debts up to
1.5% of the amount shown as Trade Receivables or Receivables from
Wheeling Charges in the latest Audited Accounts of the Distribution
Licensee in accordance with the procedure laid down by the Licensee,
subject to prudence check:

Provided that the Commission shall true up the bad debts written off in
the Aggregate Revenue Requirement, based on the actual write off of
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bad debts during the year, subject to the above ceiling of 1.5% of the
amount shown as Trade Receivables or Receivables from Wheeling
Charges in the audited accounts of the Distribution Licensee for that
Year, after prudence check:

Provided also that for Distribution Licensees having agricultural sales in
excess of 20 percent of their total sales, the ceiling of cumulative
provisioning in the above proviso shall be 7.5 per cent of the amount
shown as Trade Receivables or Receivables from Wheeling Charges in
the audited accounts of the Distribution Licensee.”

‘85 Provision for Bad and Doubtful Debts

In the MYT Order, for each Year of the Control Period, the Commission
may allow a provision for writing off of bad and doubtful debts up to
1.5% of the amount shown as Trade Receivables or Receivables from
Sale of Electricity in the latest Audited Accounts of the Distribution
Licensee in accordance with the procedure laid down by the Licensee,
subject to prudence check:

Provided that the Commission shall true up the bad debts written off in
the Aggregate Revenue Requirement, based on the actual write off of
bad debts during the year, subject to the above ceiling of 1.5% of the
amount shown as Trade Receivables or Receivables from Sale of
Electricity in the audited accounts of the Distribution Licensee for that
Year, after prudence check:

Provided also that for Distribution Licensees having agricultural sales in
excess of 20 percent of their total sales, the ceiling of cumulative
provisioning in the above proviso shall be 7.5 per cent of the amount
shown as Trade Receivables or Receivables from Sale of Electricity in
the audited accounts of the Distribution Licensee.”

4.18.3 MSEDCL submits that Provision of bad debt generally depends on the nature
of the business and the risk involved in the business. A business typically
estimates the amount of bad debt based on historical experience.
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4.18.4 MSEDCL has written off Rs. 459.62 Cr. towards Bad Debt in FY 2021-22.

4.18.5 MSEDCL has computed the provision for bad and doubtful debts for FY 2021-
22 as per the provisions of the MYT Regulations, 2019 considering the

receivables as per Audited Accounts as shown in following table:
Table 117: Provision for bad and doubtful debts for FY 2021-22

Rs. Crs
Particulars FY2021-22 | FY2021-22 | f o oiion
(Approved) (Actual)

Opening Balance of Provision for bad and
doubtiul debts 606.45 606.45
Receivables for the year 48,842.02 83,212.06 | 34,370.03
Provision for bad & doubtful debts during the 1.50% 1.50%
year
5;::n5|on for bad & doubtful debts during the 732.63 1,248.18 515,55
Actual bad and doubtful debts written off 732.63 459.62 -273.01
Closing Balance of Provision for bad and
doubtiul debts 1,395.02 1,395.02
Closing Balance as a % of receivables 0.00% 1.68%

4.18.6 MSEDCL submits that the above computed provision for Bad Debts is further
allocated between the Wires Business and Retail Supply Business (in the
ratio of allocation matrix provided in the MYT Regulation, 2019), i.e., 10% to
Wires Business and 90% to Supply Business. The same is shown in following

table.
Table 118: Provision for Bad and Doubtful debts (Wires and Supply) for FY 2021-22

Rs. Crs
Particulars Fya2o21-2 | FY2021-22 ) o ion
(Approved) | (Normative)
Bad Debt Provision for Wires business 73.26 124.82 51.56
Bad Debt Provision for Retail Supply business 659.37 1,123.36 464.00
Bad Debt Provision 732.63 1,248.18 515.55

4.18.7 The total Bad Debt provision for FY 2021-22 works out to be Rs. 1,248.18 as
against Rs. 732.63 Cr. MSEDCL humbly requests the Hon’ble Commission to
approve the actual bad debt written off i.e., Rs. 459.62 Cr. (Rs. 45.96 for
Wires business and Rs. 413.66 for Supply business)
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4.19 Other Expenses for FY 2021-22

4.19.1 The other expenses of MSEDCL comprise of the expenditure on account of
Non-Moving items written off, interest to suppliers/contractors, Incentive to
distribution franchisee and other expenses viz. compensation for injuries to
staff and outsiders. MSEDCL accordingly submits the other expenses as
shown in the table below.

Table 119: Other Expenses FY 2021-22

Rs. Crs
Particulars FY2021-22 | FY2021-22 | \,  otion
(Approved) (Actual)
Compensation for injuries,death to staff 1.39 1.99 0.60
Compensation for injuries,death to others 16.78 16.03 -0.75
Loss on obsolescence of fixed Assets 1.81 - -1.81
Sundry debit balances written off 1.99 6.42 4.43
Non Moving ltems 18.62 - (18.62)
Provision for Non Moving Items - 90.79 90.79
Other Sundry Expenses 8.54 198.01 189.48
Incentive to Distribution Franchisee - 0.64 0.64
Interest to suppliers/Contractors*® - 0.03 0.03
Other Interest and Charges - 0.00 0.00
Interest on security deposit on bill collection
agency - 3.73 3.73
Other Expenses for previous years 6.08 - (6.08)
Provision against Court deposit (MM Cell) - 205.49 205.49
Write-off of WDV of scrapped assets - 132.27 132.27
TOTAL 55.21 655.40 600.19

419.2 MSEDCL submits that the amount under the head ‘interest to
suppliers/contractor” as per the Audited Accounts included Delayed Payment
Charges / Surcharge payable to MSPGCL, MSETCL, IPPs & Wind
Generators for FY 2021-22. MSEDCL has not claimed the same.

4.19.3 MSEDCL hereby requests the Hon’ble Commission to approve the Other

Expenses as per actual expenses incurred by MSEDCL as given in the above
table.

4.20 Contribution to Contingency Reserves for FY 2021-22
4.20.1 MSEDCL submits that Regulation 35 of the MYT Regulation, 2019 provides
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for appropriation to Contingency Reserves of not 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.

4.20.2 MSEDCL submits that it is not getting full recovery of the revenue receivable
from consumers. MSEDCL is managing its working capital requirement need
by availing STL/MTL/LTL working capital loans from banks and financial
institutions. As such MSEDCL can invest the amount of contingency reserve
only if it gets sufficient quantum of loan from banks or financial institutions.
MoP through its guidelines on additional prudential norms has restricted
working capital borrowings @ 35% of the revenue which MSEDCL already
crossed the same. Hence, MSEDCL is getting difficulties in availing loan and
not able to invest the amount of contingency reserve. Secondly, MSEDCL'’s
financials has been badly affected by the consequences of COVID-19
pandemic.

4.20.3 Considering the above difficulty and COVID-19 impact, it is requested to
Hon’ble Commission to consider positively and not to disallow contingency
reserve amount and further provide relaxation from the last proviso to

Regulations 35.1 of the MERC MYT Regulation, 2019.
Table 120: Contingency Reserve for FY 2021-22

Rs. Crs
Particulars FY2021-22 | FY2021-22 | P hotion
(Approved) (Actual)
Contribution to Contingency Reserves 171.02 171.02 -0.00

4.20.4 MSEDCL requests the Hon’ble Commission to allow the contribution to
contingency reserves in line with submission made above by invoking its
power to relax under Regulation 105 of the MYT Regulation, 2019.

4.21 Income Tax for FY 2021-22

4.21.1 MSEDCL submits that Regulation 34 of the MYT Regulations, 2019 provides
for Income Tax. The relevant extract of the Regulations is reproduced below:

“34.1 The Income Tax for the Generating Company or Licensee or MSLDC

for the regulated business shall be allowed on Return on Equity,
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including Additional Return on Equity through the Tariff charged to the
Beneficiary/ies, subject to the conditions stipulated in Regulations 34.2
fo 34.6:

Provided that no Income Tax shall be considered on the amount of
efficiency gains and incentive approved by the Commission,
irrespective of whether or not the amount of such efficiency gains and
incentive are billed separately:

Provided further that no Income Tax shall be considered on the amount
of income from Delayed Payment Charges or Interest on Delayed
Payment or Income from Other Business, as well as on the income
from any source that has not been considered for computing the
Aggregate Revenue Requirement:

Provided also that the Income Tax shall be computed for the
Generating Company as a whole, and not Unit-wise/Station-wise:
Provided also that the deferred tax liability only before March 31, 2020
shall be allowed by the Commission, whenever they get materialised,
after prudence check.

34.2 The rate of Return on Equity, including additional rate of Return on
Equity as allowed by the Commission under Regulation 29 of these
Regulations shall be grossed up with the effective tax rate of respective
financial year.

34.3 The base rate of return on equity shall be rounded off to three decimal
places and shall be computed as per the formula given below:

Rate of pre-tax return on equity = Base rate of Return on Equity / (1-t),
Where “t” is the effective tax rate

34.4 The effective tax rate shall be considered on the basis of actual tax
paid in respect of financial year in line with the provisions of the
relevant Finance Acts by the concerned Generating Company or
Licensee or MSLDC, as the case may be:

Provided that, in case of the Generating Company or Licensee or
MSLDC has engaged in any other regulated or unregulated Business
or Other Business, the actual tax paid on income from any other
regulated or unregulated Business or Other Business shall be excluded
for the calculation of effective tax rate:

Provided further that effective tax rate shall be estimated for future year
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34.5

34.6

based on actual tax paid as per latest available Audited accounts,

subject to prudence check.

In case of Generating Company or Licensee or MSLDC paying

Minimum Alternate Tax (MAT), “t” shall be considered as MAT rate

including surcharge and cess:

lllustration:-

(a)  In case of a Generating Company or Licensee or MSLDC paying
Minimum Alternate Tax (MAT) at rate of 21.55% including
surcharge and cess:

Base rate of return on equity = 15.50/(1-0.2155) = 19.758%

(b)  In case of Generating Company or Licensee or MSLDC paying
normal corporate tax including surcharge and cess:

(i) Estimated Gross Income of Company as a whole for FY
2020-21 is Rs. 1,000 crores;

(i) Income Tax for the year on above is Rs 240 crore;

(i) Effective Tax Rate for the year 2019-20 = Rs 240
Crore/Rs 1000 Crore = 24%;

(iv) Base rate of return on equity = 1550/ (1-0.24) =

20.395%.

Variation between the Income Tax estimated by the Commission for

future year during MYT Order and Mid Term Review Order and the

Income Tax approved by the Commission for the respective Year after

truing up for respective year, shall be allowed for recovery as part of

the Aggregate Revenue Requirement at the time of Mid-term Review or

Truing-up, subject to prudence check:

Income Tax on any income stream from sources other than the

Business regulated by the Commission shall not constitute a pass-

through component in Tariff, and Income Tax on such other income

shall be borne by the Generating Company or Licensee or MSLDC, as
the case may be.”

4.21.2 MSEDCL submits that it has not paid Income Tax in FY 2021-22, hence, it
has not grossed up the return on equity by income tax.

4.22 Incentives and Discounts for FY 2021-22
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4.22.1 MSEDCL submits that during FY 2021-22, it has paid Rs. 367.37 Crs of
incentives/discounts to the consumers for timely payment of bills as against
Rs. 338.50 322.38 Crs approved by Hon’ble Commission in its MYT Order
dated 30" March, 2020.

Table 121: Incentives/Discount for FY 21-22

Rs. Crs

Particulars AP [P | g
(Approved) (Actual)

Incentives and Discount 338.50 367.37 28.87

4.22.2 MSEDCL requests the Hon’ble Commission to allow the incentives/discounts
as per the Audited Accounts for FY 2021-22.

4.23 Return on Equity for FY 2021-22

4.23.1 MSEDCL submits that Regulation 29.1 of the MYT Regulations, 2019,
provides for Return on Equity (RoE) for Distribution Licensee for both Wire
and Supply Business which is reproduced as under:

“29.1 Return on Equity for the Generating Company, Transmission Licensee,

29.2

Distribution Wires Business and MSLDC shall be allowed on the equity
capital determined in accordance with Regulation 27 for the assets put
to use, at the rate of up to 15.5 per cent per annum in Indian Rupee
terms, and for the Retail Supply Business, Return on Equity shall be
allowed on the amount of equity capital determined in accordance with
Regulation 27 at the rate of up to 17.5 per cent per annum in Indian
Rupee terms:

Provided that Return on Equity shall be allowed in two parts viz. Base
Return on Equity, and Additional Return on Equity linked to actual
performance:

Provided further that Additional Return on Equity shall be allowed at
time of truing up for respective year based on actual performance, after
prudence check of the Commission

Base Return on Equity for the Generating Company, Transmission
Licensee, Distribution Wires Business and MSLDC shall be allowed on
the equity capital determined in accordance with Regulation 27 for the
assets put to use, at the rate of 14 per cent per annum in Indian Rupee
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terms, and for the Retail Supply Business, Return on Equity shall be
allowed on the amount of equity capital determined in accordance with
Regulation 27 at the rate of 15.5 per cent per annum in Indian Rupee
terms:
Provided that in case the Generation Company or Licensee or MSLDC
claims Return on Equity at a rate lower than the normative rate
specified above for any particular year, then such claim for lower
Return on Equity shall be unconditional:
Provided further that such claim for lower Return on Equity shall be
allowed subject to the condition that the reduction in Return on Equity
shall be foregone permanently for that year and shall not be allowed to
be recouped at the time of Mid-Term Review or true-up as applicable
29.3 The Base Return on Equity shall be computed in the following manner:
(a)  Return at the allowable rate as per this Regulation, applied on
the amount of equity capital at the commencement of the Year;
plus
(b)  Return at the allowable rate as per this Regulation, applied on
50 per cent of the equity capital portion of the allowable capital
cost, for the investments put to use in Generation Business or
Transmission Business or Distribution Business or MSLDC, for
such Year:
Provided that Base Return on Equity in respect of additional
capitalization after cut-off date beyond the original scope excluding
additional capitalization due to Change in Law or revised emission
standards, shall be computed at the weighted average rate of interest
on actual loan portfolio of the generating station or the transmission
system.

29.8 In case of Distribution Wires Business, an additional rate of Return on
Equity shall be allowed on Wires Availability at the time of true-up as
per the following schedule:

a) The target Wires Availability for recovery of base rate of return
on equity shall be 95 percent for MSEDCL and 98% for other
Distribution Licensees;
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b) For every 0.50% over-achievement in Wires Availability, rate of
return shall be increased by 0.50%, subject to ceiling of
additional rate of Return on Equity of 1.50%;

c) Wires Availability shall be computed in accordance with the
following formula:

Wires Availability = (1- (SAIDI/ 8760)) x 100:

Provided that the System Average Interruption Duration Index
(SAIDI) shall be calculated in accordance with the definition
specified in Maharashtra Electricity Regulatory Commission
(Standards of Performance of Distribution Licensees, Period for
Giving Supply and Determination of Compensation)
Regulations, 2014, as amended from time to time.

29.9 In case of Retail Supply Business, an additional rate of Return on
Equity shall be allowed at the time of true-up, as per the following
schedule:

a) If the percentage of assessed bills is less than 1.5% of the total
number of bills issued during the year, then rate of return shall
be increased by 1%,

b) If the percentage of assessed bills is more than 1.5% of the total
number of bills issued during the year, for every 0.5% reduction
in the percentage of assessed billing, rate of return shall be
increased by 0.25%, subject to ceiling of additional rate of
Return on Equity of 1.00%.

c) If overall collection efficiency for the year is above 99 %, then
rate of return shall be increased by 1%,

d) If overall collection efficiency for the year is below 99 %, for
every 0.5% improvement in the overall collection efficiency, rate
of return shall be increased by 0.25%, subject to ceiling of
additional rate of Return on Equity of 1.00%.”

4.23.2 MSEDCL submits that the return on equity capital is allocated in the ratio of
Fixed Assets between the Wires and Retail Supply Business, i.e. 90% to
Wires Business and 10% to Supply Business. Therefore, the capital
expenditure, grants, equity and capitalisation is divided into wires and supply
business in the ratio of 90:10.
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4.23.3 MSEDCL has not paid any income tax for FY 2021-22. The return on equity

has been computed as per the methodology specified in the MYT
Regulations, 2019. Accordingly, MSEDCL has computed the RoE for Wires

Business as shown in following tables:

Table 122: RoE for Wires Business for FY 21-22

Rs. Crs
Particulars FY2021-22 | FY2021-22 | P oyion
(Approved) | (Normative)
Return on Equity (Wires Business)
Regulatory Equity at the beginning of the year 11,297.95 11,965.03 667.08
Equity portion of Assets Capitalisation 449.38 401.37 (48.01)
Equity portion of Assets Decapitalised - - -
Regulatory Equity at the end of the year 11,747.33 12,366.40 619.07
Return on Computation
Return on Regulatory Equity at the beginning of the year -
14%+(1) 1,916.53 1,675.10 103.40
Return on Normative Equity portion of Asset
Capitalization - 14%*(2)/2 38.12 28.10 (3.72)
Interest on Equity portion above 30% equity
Total Return on Regulatory Equity 1,954.65 1,703.20 99.68
Table 123: Additional RoE for Wires Business for FY 21-22
Rs. Crs
Particulars FY 2021-22
(Approved)
Wires Availability above 98% (95% for MSEDCL) Y% 97.47
Additional Rate of Return on Equity for Wire Availability (a) (%) Y% 1.50%
Additional Return on Equity Computation
Return on Regulatory Equity at the beginning of the year Rs. Crore 179.48
Return on Regulatory Equity addition during the year Rs. Crore 3.01
Total Additional Return on Equity Rs. Crore 182.49

4.23.4 Accordingly, MSEDCL has computed the RoE for retail supply Business as

shown in following tables:
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Table 124: RoE for Retail Supply Business for FY 21-22
Rs. Crs
Particulars FY2021-22 | FY2021-22 |\ iovion
(Approved) [ (Normative)
Return on Equity (Supply Business)
Regulatory Equity at the beginning of the year 1,256 1,330 74.12
Equity portion of Assets Capitalisation 50 45 (5.33)
Equity portion of Assets Decapitalised - - -
Requlatory Equity at the end of the year 1,306 1,374 68.79
Return on Computation
Return cln Regulatory Equity at the beginning of the year 35,85 206.13 12.97
- 15.5%*(1)
Return on Normative Equity portion of Asset
Capitalization - 15.5%*(2)/2 4.69 3.46 (0.47)
Interest on Equity portion above 30%
Total Return on Requlatory Equity 240.54 209.59 12.50

Table 125: Additional RoE for Retail Supply Business for FY 21-22

Rs. Crs

. . FY 2021-22

Particulars Unit e
% of Assessed bills with respect total bills issued during the year Y% 12.02%
Additional Rate of Return on Equity for Assesment of bills (a) % 1.00%
Collection Efficiency for the year Y% 99.12
Additional Rate of Return for collection efficiency (b) % 1.00%
Total Additional Return on Equity (¢) = (a) + (b) % 2.00%

Additional Return on Equity Computation

Return on Regulatory Equity at the beginning of the year Rs. Crore 26.60
Return on Regulatory Equity addition during the year Rs. Crore 0.45
Total Additional Return on Equity Rs. Crore 27.04

4.23.5 MSEDCL requests the Hon’ble Commission to allow the RoE as computed
above.

4.24 Sharing of Efficiency Gains & Losses for FY 2021-22

4.24.1 Regulations 9, 10 and 11 of the MYT Regulations, 2019 specify the
controllable and uncontrollable factors, mechanism of pass-through of gains
and losses on account of uncontrollable factors, and the mechanism for
sharing on account of controllable factors respectively. The mechanism for
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sharing of gains and losses on account of controllable factors are as follows:

“11.1 The approved aggregate gain to the Generating Company or Licensee
or MSLDC on account of controllable factors shall be dealt with in the
following manner:

(a) Two-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 8.4;

(b) The balance amount of such gain shall be retained by the
Generating Company or Licensee or MSLDC.

11.2 The approved aggregate loss to the Generating Company or Licensee
or MSLDC on account of controllable factors shall be dealt with in the
following manner:

(a) One-third 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 8.4;

(b) The balance amount of such loss shall be absorbed by the
Generating Company or Licensee or MSLDC.”

4.24.2 Parameters such as O&M Expenses, Interest on Working Capital for which
specific norms have been specified in the MYT Regulations, have been
calculated on normative basis.

4.24.3 As these parameters need to be treated as controllable under the MYT
Regulations, 2019, any variation in the actual expenses as against the
permissible normative levels has been shared between MSEDCL and
consumers.

4.24.4 O&M Expenses: The actual O&M Expenses as per the Audited Accounts for
FY 2021-22 are higher than that of allowed on normative basis.

4.24.5 Interest on Working Capital: The actual IoWC expense as per the Audited
Accounts for FY 2021-22 is higher than that allowed on normative basis.

4.24.6 Distribution Loss: The actual distribution loss (excluding EHV Sales) for FY
2021-22 is higher than that approved in the MYT Order.
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4.24.7 The summary of sharing of efficiency gains/(loss) on account of O&M

Expenses and lIoWC is shown in the Table below:
Table 126: Sharing of Efficiency Gains/(Losses) on O&M and loWC Expenses for FY

2021-22
Rs. Crs
Gains/ 2/3 of 1/3 of Net
Particulars Normative | Actual Efficiency Efficiency Entitlement
(Loss) . . .
gains/Losses | Gains/Losses | after sharing
O&M Expenses 7,594.79 | 8,735.25| (1,140.46) (760.31) (380.15) 8,355.10
Interest on Working Capital 123.08 | 2,384.99 | (2,261.91) (1,507.94) (753.97) 877.05

4.24.8 MSEDCL submits that it has computed the sharing of efficiency gain/ loss

4.24.10

considering 16.00% as approved distribution loss target (Excluding EHV
Sales and OA Sales) against the actual distribution losses (Excluding EHV

Sales and OA Sales)

Distribution Losses is shown in the Table below:

4.24.9 The summary of sharing of efficiency gains/(loss) on account of efficiency in

Table 127: Sharing of Gains/(Losses) due to lower Distribution Loss in FY 2021-22

Particulars Ll
(Rs. Crs)
Actual Distribution Loss 16.57%
MYT approved Loss 16.00%
Sales Excl. EHV sales in MUs 1,04,978
EHV Sales in MUs 11,351
Total Sales in MUs 1,16,329
IntraSTS loss (Proposed) 3.38%
Power Requirement at Ex-Bus Periphery (Actual) in MUs 1,41,973
Power Requirement at Ex-Bus Periphery (Normative) in MUs 1,41,082
Additional/ (lower) Power purchase due to higher distribution loss in MUs 890.6
Marginal Variable Cost of Power Purchase Rs./kWh 3.28
Additional/(Lower) Power purchase Cost due to lower distribution loss 291.91
2/3 Efficiency gain/(loss) (194.60)
1/3 Efficiency gain/(loss) to be borne by the consumers (97.30)

have been summarized in the Table below:

The total impact of sharing of gains and losses of various components
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Table 128: Impact of Sharing of Gains/Losses for FY 21-22
. Amount
Particulars Rs. Crs
O&M Expenses 380.15
IoWC 753.97
Impact of Gain in Distribution Loss passed on Consumers (97.30)
Total 1,037
4.24 11 MSEDCL requests the Hon’ble Commission to allow the sharing of

gains and losses as submitted in above table.

4.25 Stabilisation amount as per MYT Order

4.25.1 MSEDCL submits that in the MYT Order, Hon’ble Commission has allowed

revenue recovery as shown in the following table. MSEDCL has considered
the same.

Table 129: Stabilisation amount as per MYT Order for FY 2021-22

Rs. Crs

Particulars Formula | FY 2021-22
ARR approved by the Hon'ble Commission A 81,721.00
Approved Revenue at existing tariff B 88,667.00
Approved Revenue Gap C=AB (6,946.00)
Projected Revenue at appproved tariff D 84,400.00
Additional Recovery from approved tariff E=D-B (4,267.00)
Prgwous Revenue Gap recovery allowed after F_EC 2.679.00
adjustment of current year Revenue Gap

4.26 Additional Surcharge refund

4.26.1 Hon’ble Commission vide MTR Order dated 12th September 2018 in Case
No. 195 of 2017 determined the Additional Surcharge (ASC) for the first time.
Levy of ASC to Open Access consumer availing power from Group Captive
power plant & IPP was started from the month of September 2018.

4.26.2 The Group captive consumers’ M/s. JSW Steel Ltd. & Ors and M/. Sai
Wardha Power Generation Ltd filed Appeal No. 311 & 315 of 2018 in APTEL
against levy of ASC to group captive consumers.
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4.26.3 The Hon’ble APTEL vide Order dated 27 March, 2019 disallowed ASC to
group captive consumers and set aside the portion of Hon’ble Commission’s
Order which was discriminating between Captive & Group Captive
Consumers.

4.26.4 MSEDCL filed Civil Appeal No. 5074 of 2019 & 5075 of 2019 in Supreme
Court with Interlocutory Application for Stay against the APTEL Order dated
27 March 2019 in Appeal No 311 of 2018 and 315 of 2018 respectively.

4.26.5 Hon’ble Supreme Court vide Order dated 1°' July 2019 granted stay on the
APTEL Order dated 27 March 2019. MSEDCL again started levying Additional
Surcharge to Group Captive Consumers from July-2019. The Hon. Supreme
Court vide Order dated 10™ December, 2021 in Civil Appeal No 5074/5075 of
2019 upheld the APTEL Order dated 27 March, 2019 and ruled as under:

“16. ...Therefore, as such once it is held that the captive consumers/captive
users are not liable to pay the additional surcharge leviable under
Section 42(4) of the Act, 2003, the appellant — distribution licensee has
to refund the same. However, considering the fact that there shall be
huge liability on the appellant — distribution license if they have to now
refund the amount of additional surcharge recovered at a stretch, we
direct that the additional surcharge already recovered from the captive
consumers/captive users shall be adjusted in the future wheeling
charges bills.”

4.26.6 Subsequently, the group captive consumers viz M/s JSW Energy Ltd & Ors
filed the Contempt Petition (Civil) 112-113 of 2022 in March 2022 for alleged
non- compliance of the Hon’ble Supreme Court Order dated 10 December
2021 in Civil Appeal No 5074/5075 of 2019. The Hon’ble Supreme Court vide
Order dated 15.3.2022 in Contempt Petition (Civil) 112-113 of 2022 was
pleased to close the contempt proceedings and further directed that,

“... the amount of additional surcharge already recovered which the
Distribution Company is liable to refund to the captive
consumers/captive users, the same may be adjusted in the future

MSEDCL January 23 172



/\ Final True Up For FY 2019-20, FY 2020-21, & FY 2021-22

MAHAVITARAN Provisional True Up for FY 2022-23 and
SRR Revised Projections & Tariff For FY 2023-24 to FY 2024-25
Main Petition

wheeling charge bills (as ordered earlier) by giving 50% of the credit of
the actual bills meaning thereby the 50% of the actual wheeling charge
bills shall be given credit and adjustment towards the additional
surcharge already recovered, meaning thereby the concerned captive
consumers/captive users have to make the payment of 50% of the
actual wheeling charge bills and the rest 50% would be adjusted
towards amount due and payable/refunded to them.”

4.26.7 As per the Hon. SC orders, MSEDCL immediately stopped levy of ASC to
group Captive Consumers in January 2022. MSEDCL has adopted following
methodology for refund of ASC.

a) For Non- Open Access Consumer:
Group Captive consumers who are presently not under open access, the
ASC is being refunded in installments through IT Billing system from the
bill for the month of March-2022. The number of installments are equal to
number of months for which ASC was levied in their monthly Open Access
bills and paid by the consumers.

b) For Open Access Consumer:
The ASC amount in respect of live group captive open access consumers
is being refunded limited to 50% of their Wheeling Charges or
Transmission charges in every monthly open access bill as per the
directives of the Supreme Court through IT Billing system from the bill for
the month of March-2022.

4.26.8 MSEDCL has refunded amount to the tune of Rs. 12.27 Cr in the month of
March 2021. MSEDCL is refunding the ASC in every month to eligible
consumers to the tune of Rs. 15 Crs. The refund burden will be Rs. 180 Crs
annually. The refund will continue at least for three years for such non-OA
consumers and more than five years from open access consumers.
Accordingly, the same is being claimed in the ARR. Hon’ble Commission is
requested to approve the same.

4.27 Impact of payment to MPECS for FY 2021-22
4.27.1 Hon’ble Commission in the MYT Order dated 3rd November 2016 has

MSEDCL January 23 173



/\ Final True Up For FY 2019-20, FY 2020-21, & FY 2021-22

MAHAVITARAN Provisional True Up for FY 2022-23 and
SRR Revised Projections & Tariff For FY 2023-24 to FY 2024-25
Main Petition

approved following amounts towards payment to MPECS.

Financial Year Amount in Rs. Cr.
FY 17-18 46.20
FY 18-19 43.18
FY 19-20 40.17

4.27.2 Hon’ble Commission in the MYT Order dated 30" March, 2020 has approved
Rs. 34.15 Crs towards payment to MPECS for FY 2021-22 as the same was
allowed under Order dated 2" May, 2016. The Hon’ble Commission in the
MYT Order also ruled that it shall consider the actual amount towards this
head at the time of truing up of FY 2021-22.

4.27.3 Accordingly, MSEDCL has claimed Rs. 34.40 Crs. towards the actual
payments to MPECS for FY 2021-22 as per the Audited accounts.

4.28 Incremental and Consumption and Bulk Consumption Rebate for FY
2021-22

4.28.1 Hon’ble Commission in the MYT Order dated 30" March 2020 has approved
cost towards incremental rebate.

4.28.2 MSEDCL has claimed Rs. 546.44 Crs towards Incremental Consumption and
Bulk consumption rebate for FY 2021-22 as per the Audited Account as

against Rs. 439.66 Crs as approved by the Hon’ble Commission.
Table 130: Incremental Consumption Rebate for FY 21-22

Rs. Crs
Particulars FY2021-22| FY 2021-22 |y iation
(Approved) [ (Actual)
Incremental Consumption & Bulk Consumption Rebate 548.50 546.44 (2.06)

4.29 Aggregate Revenue Requirement for FY 2021-22

4.29.1 Considering the parameters discussed above, the Aggregate Revenue
Requirement (ARR) of MSEDCL for Wires Business for the FY 2021-22 is as
follows:
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Table 131: ARR for Distribution Wires for FY 21-22

Rs. Crs
Particulars FY2021-22 | FY2021-22 | | 4otion
(Approved) (Actual)

Operation & Maintenance Expenses 4,717.50 5,167.37 449.87
Depreciation 2,667.58 2,592.45 (75.13)
Interest on Loan Capital 1,148.03 952.91 (195.12)
Interest on Normative Working Capital 142.71 123.08 (19.63)
Interest on deposit from Consumers and
Distribution System Users 56.76 36.04 (20.72)
Other Finance Charges - 4.55 4.55
Provision for bad and doubtful debts 73.26 45.96 (27.30)
Opex Schemes 84.31 8.59 (75.72)
Contribution to contingency reserves 153.92 153.92 (0.00)
Income Tax - - -
Return on Equity Capital 1,954.65 1,885.69 (68.96)
Aggregate Revenue Requirement 10,998.72 10,970.55 (28.17)
Less
Income from Wheeling Charges - 0.04 0.04
Income from Open Access Charges 214.92 129.92 (85.00)
Aggregate Revenue Requirement from 10,783.79 |  10,840.59 56.80
Distribution Wires
Revenue from Wires Business - - -
Revenue Gap/(Surplus) 10,783.79 10,840.59 56.80

4.29.2 Considering the parameters discussed above, the Aggregate Revenue
Requirement (ARR) of MSEDCL for Supply Business for the FY 2021-22 is as
follows:
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Table 132: ARR for Supply Business for FY 21-22
Rs. Crs
Particulars FY2021-22 | FY2021-22 | |, W tion
(Approved) (Actual)
Power Purchase Expenses (including Inter-State Trans)  60,568.92 69,478.78 8,909.86
Operation & Maintenance Expenses 2,540.19 2,782.43 242.24
Depreciation Expenses 296.40 288.05 (8.35)
Interest on Loan Capital 127.56 105.88 (21.68)
Interest on Normative Working Capital* - - -
Interest on Consumers Security Deposit 510.85 324.34 (186.51)
Other Finance Charges - 40.92 40.92
Provision for bad and doubtful debts 659.37 413.66 (245.71)
Other Expenses 55.21 655.40 600.19
Income Tax - - -
Intra-State Transmission Charges MSLDC charge 5,809.25 5,977.83 168.59
Incentives/Discounts 338.50 367.37 28.87
Contribution to Contingency Reserves 17.10 17.10 (0.00)
Return on Equity Capital 240.54 236.63 (3.90)
Additional Surcharge Refund - 12.27 12.27
Effect of sharing of gains/losses - 1,036.82 1,036.82
Impact of payment to MPECS 34.15 34.40 0.25
Opex Scheme 26.18 23.08 (3.10)
Incremental Consumption Rebate 548.50 546.44 (2.06)
Agg_regate Revenue Requirement for Supply 71,772.71 82,341.40 | 10,568.69
Business
Stabilisation amount as per MYT Order 2,679.00 2,679.00 -
Total Revenue Expenditure 74,451.71 85,020.40 | 10,568.69
Less
Non-Tariff Income 398.73 1,208.37 809.63
Income from Additional Surcharge 117.28 402.62 285.33
Income from Trading of Surplus Power 319.75 195.93 (123.83)
Net Aggregate Revenue Requirement 73,615.94 83,213.49 9,597.55
Revenue from Sale of Power 84,400.00 85,903.28 1,503.28
Revenue from Retail Supply Business - - -
Revenue Gap/(Surplus) (10,784.06) (2,689.79) 8,094.27

4.30 Revenue from sale of electricity for FY 2021-22
4.30.1 MSEDCL has considered the revenue for FY 2021-22 based on the Audited

Accounts as shown in following table.
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Table 133: Revenue from Sale of Power for FY 21-22

Rs. Crs
Particulars R e e i e o
(Approved) (Actual)
Revenue from Sale of Power 84,400.00 85,903.28 1,503.28

4.30.2 The Annual Accounts of MSEDCL shows the revenue from operations which
includes various revenue items. However, being not part of revenue from sale

of power at retail tariff and as per practice in vogue, MSEDCL has shown
certain items of revenue separately.

4.30.3 MSEDCL humbly requests to the Hon’ble Commission to approve the
category-wise revenue from sale of power as shown in above table.

4.31 Non-Tariff Income for FY 2021-22

4.31.1 MSEDCL has certain sources of non-tariff income viz. interest on arrears of

consumers, delayed payment charges, interest on staff loans and advances,
sale of scrap, interest on investment etc.

4.31.2 MSEDCL has claimed a Non-Tariff Income of Rs. 1,208.37 Crs as against Rs.

379.75 398.73 Crs as approved by the Hon’ble Commission.
Table 134: Non-Tariff Income for FY 21-22

Rs. Crs
Particulars FY2021-22 | FY2021-22 | [y iction
(Approved) (Actual)
Rents of land or buildings 1.14 0.91 (0.23)
Sale of Scrap 57.39 41.66 (15.72)
Income from investments 20.40 26.10 5.70
Income from sale of tender documents 9.83 4.71 (5.12)
Prompt payment discount from REC/PFC 13.41 - (13.41)
Other/Miscellaneous receipts 296.57 1,134.68 838.11
Revenue from subsidy & grant - 0.30 0.30
Interest on Contingency Reserve Investments - - -
Non Tariff Ihcome 398.73 1,208.37 809.63

4.31.3 As provided in the Regulation 37.3 of the MYT Regulations, 2019, delayed
Payment Charge and Interest on Delayed Payment is not considered under
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Non-Tariff Income.

4.31.4 MSEDCL has not considered income from grants and contribution reported
under non-tariff income, as the treatment (i.e. excluded while calculating
depreciation) to the same is already considered while computing the

depreciation for the FY 2021-22.

4.31.5 MSEDCL further submits that the ‘Other/Miscellaneous receipts’ include

Particulars Amount (Rs Cr.)
Interest income from investments in Bank Deposits 1.38
Sundry Credit Balances written back 137.10
Miscellaneous Receipts 2.43
Penalty charges recovered from vendor 56.96
Other income related to prior period 0.88
Profit on sale of Asset 0.08
Others 9.37
Interest from Banks other than fixed deposit 343.82
Service charges from MNRE 59.71
GBI claims received from IREDA 8.86
Interest subsidy received from NEF Scheme 514.10
Total 1,134.68

4.32 Income from Open Access Charges for FY2021-22

4.32.1 MSEDCL has an income of Rs. 129.92 Cr. from Open Access Charges as

against Rs. 214.92 Crs as approved by the Hon’ble Commission.
Table 135: Income from Open Access Charges for FY 21-22

Rs. Crs
Particulars FY2021-22 | FY2021-22 | o o ion
(Approved) (Actual)
Income from Open Access Charges 214.92 129.92 (85.00)

4.32.2 Hon’ble Commission vide MYT Order dated 30th March 2020 in Case no. 322
of 2019 has not considered income towards the Transmission Charges
proposed to be retained with MSEDCL to be a part of income from OA
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Charges. Accordingly, MSEDCL has excluded the transmission charges open
access revenue from the income from OA charges.

4.32.3 Hence, MSEDCL humbly requests the Hon’ble Commission to true up the
Income from Open Access Charges as per the Audited Accounts.

4.33 Income from Trading of Surplus Power for FY 2021-22

4.33.1 MSEDCL has reported an Income from Trading of Surplus Power of Rs.

195.93 Crs. Details of surplus power traded is provided in following table.
Table 136: Income from Trading of Surplus Power for FY 21-22

Rs. Crs
Particulars FY2021-22 | FY2021-22 | p 0 iction
(Approved) (Actual)
Income from Trading of Surplus Power 319.75 195.93 (123.83)

4.33.2 Hon’ble Commission also ruled that it shall undertake prudence check of sale
of surplus power for FY 2020-21 onwards. The detailed compliance to the
said directives has already been provided under Chapter ‘Compliance to
Directives’

4.33.3 MSEDCL humbly requests to the Hon’ble Commission to allow the income
from sale of surplus power as shown in above table.

4.34 Income from Wheeling Charges for FY 2021-22

4.34.1 MSEDCL has reported an income from Wheeling Charges of Rs. 0.04 Crs as
against Nil as approved by the Hon’ble Commission for FY 21-22
Table 137: Income from Wheeling Charges for FY 21-22

Rs. Crs
Particulars FY2021-22 | FY2021-22 | o iotion
(Approved) (Actual)
Income from Wheeling Charges - 0.04 0.04

4.34.2 Hence, MSEDCL humbly requests to the Hon’ble Commission to true up the
Income from Wheeling Charges as per the Audited Accounts as shown in the
above table.
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4.35 Income from Additional Surcharge for FY 2021-22
4.35.1 MSEDCL has reported an income from Additional Surcharge of Rs. 402.62

Crs.
Table 138: Income from Additional Surcharge for FY 21-22
Rs. Crs
Particulars FY2021-22 | FY 2021-22 | 1, iovion
(Approved) (Actual)
Income from Additional Surcharge 117.28 402.62 285.33

4.35.2 MSEDCL humbly requests to the Hon’ble Commission to true up the Income
from Additional Surcharge as per the Audited Accounts as shown in the above
table.

4.36 Revenue Gap/(Surplus) for FY 2021-22

4.36.1 Based on the above analysis, the summary of ARR (after sharing of efficiency
gains &losses) for the Wires Business and Supply Business, as per Audited
Account and as approved by the Hon’ble Commission, for FY 2021-22 is
presented in the Table below.
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Table 139: ARR for Wires & Supply Business for the FY 2021-22
Rs. Crs
Particulars FY2021-22 | FY2021-22 | 1, 0yion
(Approved) (Actual)
Power Purchase Expenses 60,568.92 69,478.78 8,909.86
Operation & Maintenance Expenses 7,257.69 7,949.79 692.11
Depreciation Expenses 2,963.97 2,880.50 (83.47)
Interest on Loan Capital 1,275.59 1,058.79 (216.80)
Interest on Normative Working Capital 142.71 123.08 (19.63)
Interest on Consumers Security Deposit 567.61 360.38 (207.23)
Other Finance Charges - 45.47 45.47
Provision for bad and doubtful debts 732.63 459.62 (273.01)
Other Expenses 55.21 655.40 600.19
Income Tax - - -
Intra-State Transmission Charges MSLDC charge 5,809.25 5,977.83 168.59
Incentives/Discounts 338.50 367.37 28.87
Contribution to Contingency Reserves 171.02 171.02 (0.00)
Opex Scheme 110.49 31.67 (78.82)
Return on Equity Capital 2,195.18 2,122.32 (72.86)
RLC refund - - -
Additional Surcharge refund - 12.27 12.27
Effect of sharing of gains/losses - 1,036.82 1,036.82
Impact of payment to MPECS in future years 34.15 34.40 0.25
Incremental Consumption Rebate 548.50 546.44 (2.06)
Aggregate Revenue Requirement 82,771.43 93,311.95 10,540.52
Stabilisation amount as per MYT Order 2,679.00 2,679.00 -
Total Aggregate Revenue Requirement 85,450.43 95,990.95 10,540.52
Less
Non-Tariff Income 398.73 1,208.37 809.63
Income from Open Access Charges 214.92 129.92 (85.00)
Income from Trading of Surplus Power 319.75 195.93 (123.83)
Income from Wheeling Charges - 0.04 0.04
Income from Additional Surcharge 117.28 402.62 285.33
Net Aggregate Revenue Requirement 84,399.73 94,054.08 9,654.35
Revenue from Sale of Power 84,400.00 85,903.28 1,503.28
Revenue from Retail Supply Business - - -
Revenue from Wires Business - - -
Revenue Gap/(Surplus) (0.27) 8,150.80 8,151.07

4.36.2 The Hon’ble Commission in its MYT Order dated 30" March 2020 has
approved Aggregate Revenue Requirement of Rs. 85,450.43 Crs for FY
2021-22. MSEDCL submits actual ARR of Rs. 95,990.95 Crs. with a deviation
of Rs. 10,540.52 Crs. Considering the impact of revenue and other income,
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the truing up requirement works out to be Rs. 8,151.07 Cr. MSEDCL requests
the Hon’ble Commission to allow the true up requirement as submitted above.
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5 PRoVISIONAL TRUE UP OF FY 2022-23

5.1 Preamble

5.1.1 This section outlines the performance of MSEDCL for the FY 2022-23 in line
with the provisions of the MERC (MYT) Regulations, 2019. MSEDCL hereby
submits detailed Provisional Truing-up for FY 2022-23 comparing the
estimated expenditures for FY 2022-23 based on latest available information
vis-a-vis the forecast approved by the Hon’ble Commission vide MYT Order
dated 30th March, 2020 in Case No. 322 of 2019.

5.2 Principles of Truing-up for FY 2022-23

5.2.1 MSEDCL submits that the MERC (Multi Year Tariff) Regulations, 2019
specifies that the Mid-Term Review Petition shall comprise of Provisional
Truing up for FY 2022-23 which has to be carried out based on the provisions
of the MERC (Multi Year Tariff) Regulations, 2019.

5.2.2 In line with the provisions of MERC (Multi Year Tariff) Regulations, 2019,
MSEDCL has computed this Provisional Truing-up for FY 2022-23.

5.2.3 Accordingly, based on the latest available information, the estimated
Aggregate Revenue Requirement, revenue and gap for FY 2022-23 are
discussed in detail in the following paragraphs.

5.3 Category Wise Sales for FY 2022-23

5.8.1 MSEDCL submits that it has considered the actual sales till September 2022
and estimated the sales for remaining six months of FY 2022-23 considering
historical trend. Details of month wise sales are given in Form 1 of the
Regulatory Formats.

5.3.2 Category wise provisional sales for FY 2022-23 for MSEDCL excluding all
Distribution Franchisee have been summarized in the following table:
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Table 140: Category wise Sales for FY 2022-23
Sales (MUs)
Category FY 2022-23 FY 2022-23 Deviation
(Approved) | (Estimated)

Residential 24,908.16 25,691.93 783.78

Commercial 9,844.71 7,714.52 | (2,130.19)

HT-Industrial 36,308.73 36,797.10 488.36

LT-Industrial 8,259.83 9,109.36 849.53

PWW 2,739.23 2,687.52 (51.70)

Street Light 2,555.71 1,052.34 | (1,503.38)

Agriculture 28,847.04 34,336.42 5,489.38

Public Services 1,842.58 1,918.62 76.04

Railways 83.72 109.11 25.39

Others 740.32 877.41 137.09

MSEDCL Excl. DF 1,16,130.02 1,20,294.33 4,164

5.3.3 MSEDCL submits that in this petition, LT Agriculture sales for FY 2022-23

have been estimated based on half yearly sales plus the sales for remaining
six months keeping in view the water availability for irrigation in the State. The
actual sales to Agriculture consumers will depend upon Rabi crop cultivation
and the same shall be updated to the Hon’ble Commission during the months
of February/March 2023.

5.3.4

FY 2022-23 as submitted as part of this Petition.

5.4 Distribution Losses for FY 2022-23

5.4.1

MSEDCL hereby requests the Hon’ble Commission to approve the Sales for

In MYT Order dated 30" March 2020 in Case No. 322 of 2019, the Hon'ble

Commission had approved distribution loss of 14.0% (excluding EHV Sales
and OA Sales) for FY 2022-23. MSEDCL has considered targeted loss levels

for estimation as shown in the following table.
Table 141: Distribution Losses FY 2022-23

Particulars FY2022:23 | FY 2022-23 | |y ioion
(Approved) | (Estimated)
Distribution Loss (excl. EHV Sales & OA Sales) 14.0% 14.0%

5.4.2 MSEDCL requests the Hon'ble Commission to approve the Distribution
Losses for FY 2022-23 as per the above table.
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5.5 Energy Balance for FY 2022-23

5.5.1 The quantum of sales as shown in above para represents the sales of
MSEDCL excluding the sales in the area served by Distribution Franchisees

in the year FY 2022-23.

5.5.2 Further, while calculating energy balance of MSEDCL as a whole, the sale to
the consumers of the Distribution Franchisee area has also been considered.
Since, the Distribution Franchisee is an agent to MSEDCL as per the
Franchisee Agreement, MSEDCL has to consider the loss within the
Franchisee area for Energy balance. Therefore, estimated energy balance for
FY 2022-23 is computed as below:

Table 142: Energy Sales for MSEDCL for FY 2022-23

MUs
Particulars FY'2022:23 | BY 2002280 e viation
(Approved) | (Estimated)
Energy Sales by MSEDCL for FY 2020-21 1,16,130.02 | 1,20,294.33 4,164.31
Add: Category wise sales in DF area 3,589.23 4,651.70 1,062.46
Add: Solar Offset Units -
Add: OA Sales (Conventional) 3,983.40 4,631.00 647.60
Add: Renewable OA 859.40 1,988.00 1,128.60
Total Energy Sales 1,24,562.05 | 1,31,565.03 7,002.98

5.5.3 MSEDCL submits that the total energy sales for FY 2022-23 is 1,31,565.03
MUs as compared to 1,24,562.05 MUs which was approved by the Hon’ble
Commission in MYT Order dated 30™ March, 2020. The Hon’ble Commission
is requested to allow the same.

5.5.4 Considering the principles discussed in energy balance for FY 2020-21 and
FY 2021-22, MSEDCL has computed the energy balance for FY 2022-23 as
summarised in the following table.
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Table 143: Energy Requirement and Energy Balance FY 2022-23

. . FY 2022-23

Particulars Calculation| UoM MYT Order | Estimated
LT Agriculture Sales (Including D.F) a MU 27,395 33,265
LT Sales excluding Agriculture Sales (Including D.F) b MU 48,249 47,464
HT Sales excluding EHV level sales (Including D.F) c MU 32,916 31,366
Total Sales including D.F (Excluding EHV Sales) d=a+b+c MU 1,08,560 | 1,12,094
OA Sales (Renewables) e MU 859 1,988
OA Sales (Conventional) f MU 3,983 4,631
Retail Energy Sale to Consumers (Excluding EHV Sales) A=d+e+f MU 1,13,403 1,18,713
Sale due to Surplus Energy Traded B=1%*(d+t)| MU 1,197 -0
Retail Energy Sale including surplus traded (Excluding EHV Sales) C=A+B MU 1,14,600 | 1,18,713
Total Power Purchase D=g+h MU 1,44,484 1,50,619
Power Purchase Quantum from Intra-State sources g MU 1,04,046 1,02,748
Power Purchase Quantum from Inter-State sources h MU 40,438 47,871
Inter-State Losses i % 3.10% 3.10%
Power Purchase Quantum from Inter-State sources at MS Periphery j=h*(1-i) MU 39,183 46,385
Add: FBSM 0 MU - -331
Power Quantum handled at Maharashtra Periphery k=g+j MU 1,43,229 | 1,48,802
Infirm Non-PPA Wind Power I=e/(1-q) MU 888 2,053
Input for OA Consumption m=f/(1-q) MU 4,114 4,783
Total Power Purchase Quantum Handled n=k+l+m-v | MU 1,47,657 1,55,638
Surplus Power Traded 0=B MU 1,197 -0
Energy Requirement at G<>T Periphery p=n-0 MU 1,46,460 | 1,55,639
Intra-State Transmission Loss q Y% 3.18% 3.18%
Intra-State Transmission Loss r=p*q MU 4,655 4,947
Net Energy requirement at T<>D Periphery S=p-r MU 1,41,805| 1,50,691
EHV Sales t MU 11,159 12,852
Net Energy Available for Sale at 33kV u=s-t MU 1,30,645| 1,37,840
Energy injected and drawn at 33kV v MU 573 905
Total Energy Available for Sale at 33kV E=u+v MU 1,31,219| 1,36,935
Energy Available for Sale including Surplus traded (excl. OA Sales) | F=E-F-m+o [ MU 1,27,414| 1,30,316
Distribution Loss (Excl. EHV Sales and OA Sales) G=E-A MU 17,816 18,222
Distribution Loss (Excl. EHV Sales and OA Sales) H=G/F % 14.0% 14.0%

5.5.5 MSEDCL requests the Hon’ble Commission to approve the Energy Balance
as shown in the table above.

5.6 Power Purchase Expenses for FY 2022-23

5.6.1 MSEDCL submits that it has considered the power purchase till September
2022 (provisional) and projected power purchase for remaining 6 months of
FY 2022-23 considering sales projection with the estimated Distribution
Losses.
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5.6.2 Estimation for H2 of FY 2022-23
A) MSPGCL Stations
MSEDCL has considered the quantum of energy available for sale from
MSPGCL stations based on the contracted capacity of each station and
average month wise actual availability for last 3 years (i.e. FY 2019-20 to
FY 2021-22). The auxiliary consumption is considered as approved by
Hon’ble Commission in MYT Order.

The variable cost for H2 of FY 2022-23 is considered same as actual
variable cost billed up to the month of September 2022 for each of the
station.

The fixed cost is considered same as that approved by the Hon'ble
Commission in MYT Order for FY 2022-23.

B) NTPC Stations
MSEDCL has considered the quantum of energy available for sale from
NTPC stations based on the contracted capacity of each station and
normative availability. The auxiliary consumption is considered as
approved by Hon’ble Commission in MYT Order. MSEDCL has considered
PGCIL Loss of 3.10% on the ex-bus energy to arrive at the total energy
available at State Periphery.

The variable cost for H2 of FY 2022-23 is considered based on the actual
variable rate billed by NTPC stations up to August 2022. Accordingly, the
variable cost is worked out for H2 of FY 2022-23.

The fixed cost is considered in line with the fixed cost approved by the
Hon’ble Commission in its MYT Order dated 30" March 2020.

C) IPP Stations
MSEDCL has considered the quantum of energy available for sale from
IPPs based on the contracted capacity of each station and normative
availability. The auxiliary consumption is considered as approved by
Hon’ble Commission in MYT Order.

MSEDCL January 23 187



/\ Final True Up For FY 2019-20, FY 2020-21, & FY 2021-22

MAHAVITARAN Provisional True Up for FY 2022-23 and
SRR Revised Projections & Tariff For FY 2023-24 to FY 2024-25
Main Petition

The variable rates are considered based on the quoted escalable and non-
escalable rates of the respective IPPs for FY 2022-23. In addition to this,
MSEDCL has also continued the impact of actual rate of transportation
and Change in Law claims made by respective IPPs in September 2022
and projected the same for H2 of FY 2022-23.

Further, in case of APML stations (4 units) and RIPL stations (2 units),
additional impact of Change in Law with respect to Coal shortfall is also
considered in H2 of FY 2022-23 which is in line with the variable rates
billed by such power stations in September 2022.

Impact of MoP direction for blending of 6% imported coal

It is submitted that MoP vide letter dated 09.01.2023 have directed all
Central/State Gencos and IPP’s for mandatory blending of 6% (by weight)
imported coal for the remaining period of this current financial year and H1
of next financial year (up to September 2023).

In view of the above direction, it is submitted that the impact of blending of
imported coal has already been considered for MSPGCL and NTPC
stations since the rates projected for H2 of FY 2022-23 for these stations
are on the basis of H1 of FY 2022-23, which already accounts for blending
of imported coal taking into account the MoP letters dated 20.10.2021,
7.12.2021, 28.04.2022 and 26.05.2022.

Further, in case of APML and RIPL stations, the impact of imported coal
blending is already taken into account since the impact of coal shortfall is
already reflected in the variable rates.

GMR Warora
As per the tentative calculation of impact of blending of coal for the month
of Dec 22 is conveyed by GMR is Rs. 0.3680 per unit

Sai Wardha
SWPGL has blended imported coal for the September-2022, October-
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2022 and November-2022 with different blending percentage i.e.
5.52%,11.04% and 6.41% respectively

Change in Law rate i.e. Change in Law per unit Net scheduled Generation
is obtained by taking ratio of change in law and Net Scheduled generation
obtained by taking ratio of change in law and Net Scheduled generation
Accordingly, Change in Law rate for 1% blending is obtained by dividing
the CIL rate by blending percentage

CIL rate for 6% blending is obtained by multiplying CIL Rate for 1%
blending with 6%

Finally Average of all 3 months is 0.3237 is being considered for SWPGL
Further, it is submitted that in case of CGPL and JSW, the projections
submitted up to Mar 23 is per the current CERC index.

The variable cost for each month of H2 of FY 2022-23 is hence derived
based on the variable rate considered as discussed in above paragraphs.

The fixed cost for IPPs is considered based on the quoted non-escalable
capacity charges of respective IPPs for FY 2022-23 in their respective
PPA.

D) Renewables
MSEDCL has considered the net purchase from Renewable sources (i.e.
Wind, Solar, Biogas, Biomass, MSW and Small Hydro) based on the
actual trend in generation seen in the last 3-4 years in each of the sources.
MSEDCL has considered the actual CUF for FY 2021-22 for each of the
sources and computed expected generation in H2 of FY 2022-23 based
actual addition in RE capacity during this period.

The variable rates considered for Renewable sources are the weighted
average rates of all generators having PPA with MSEDCL. For estimating
rates for H2 of FY 2022-23, MSEDCL has also taken in to account the
contracted capacity which are planned to be commissioned in the next 6
months.
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E) Short Term Purchase: It is submitted that MSEDCL had filed a Petition for
approval of short term purchase during the months of March 2023 and
April 2023 before the Hon’ble Commission considering the unprecedented
increase in demand and lower availability of generating stations due to
coal shortfall, which was witnessed in summer months of 2022. The
Hon’ble Commission vide its Order dated 30 August 2022 in Case No. 148
of 2022 had given approval for purchase of short term purchase at a rate
of Rs. 7.44 to 7.85 per unit. However, since the situation of coal availability
has improved over the last few months, it is submitted that the MSEDCL
may be able to meet its demand from its contracted sources itself.
However, it is submitted to the Hon’ble Commission that in case such a
situation arises again in summer months of 2023, MSEDCL may be
allowed to purchase this power in order to meet the increase in demand.
However, for the purpose of estimating purchase of power for provisional
true-up, MSEDCL has not considered this short term source.

F) PGCIL Charges
MSEDCL has considered the actual PGCIL charges paid during H1 of FY
2022-23 and estimated accordingly for H2 of FY 2022-23

G) Impact on ECR due to installation Emission Control System (ECS)
including Flue Gas Desulfurization (FGD):
The Ministry of Environment, Forest and Climate Change, Government of
India (MoEFCC) on 07.12.2015, has notified the Environment (Protection)
Amendment Rules, 2015 (MoEFCC Notification) which mandates that all
thermal power plants are required to comply with the revised emission
norms as specified in the MOEF Notification to control the SO2 by
installation of Flue Gas De-sulphurizer (FGD) and NOx by Combustion
Modification System. Accordingly, Hon. CERC has accorded in-principle
approval of capital cost for installation of ECS and further, directed
generators to file separate petitions for determination of tariff after
implementation of the revised ECS as per provisions in Tariff Regulation,
2019. Further, Hon. MERC ordered that additional capital and operation
expenditure and other consequential impact shall be considered on actual
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basis for reimbursement under Change in Law subject to prudent check.

After commissioning of the ECS assets, the generators will start the billing
towards the cost of the ECS to the beneficiaries, resulting in increased
variable cost of generation. It is to submit that the impact of additional
expenditure towards implementation of ECS is currently not considered in
the present petition.

H) Impact due to Fly Ash Transportation Charges:
The Ministry of Environment, Forest & Climate Change (MOEFCC) issued
notification dated 25.01.2016, prescribing bearing of the transportation
cost of Fly Ash generated at power stations with the users of Fly Ash. As
per Hon. CERC as well as Hon. MERC directives, actual additional
expenditure incurred by generators towards transportation of ash is
admissible under “Change in Law”.

5.6.3 Following table summarizes the source wise power purchase estimated by
MSEDCL for FY 2022-23.

Table 144: Source wise estimated Power Purchase for FY 2022-23

PP Quantum (MUs) PP Cost (Rs. Cost) PP Cost (Rs. /Unit)
n . Approved .
Source Anﬁ\r{)':'og(::;: Estimated | Deviation Anﬁs;og::;: Estimated | Deviation ig rl\g:;l’ Esg:at Deviation
MSPGCL 51,879.08 | 55,640.94 3,761.86 22,122.17 | 26,078.24 3,956.07 4.26 4.69 0.42
NTPC 27,631.72 | 35,548.81 7,917.10 10,931.57 | 15,420.91 4,489.34 3.96 4.34 0.38
NPCIL 4,932.23 4,420.04 (512.19) 1,475.51 1,391.31 (84.20) 2.99 3.15 0.16
SSP 1,209.94 826.91 (383.03) 248.06 169.52 (78.54) 2.05 2.05 (0.00)
Pench 136.50 105.20 (31.30) 27.98 21.57 (6.42) 2.05 2.05 0.00
Dodson 115.72 - (115.72) 18.11 9.47 (8.64) 1.57 (1.57)
JSW 1,934.21 173.45 (1,760.8) 780.61 169.90 (610.71) 4.04 9.80 5.76
CGPL 5,157.89 3,721.39 (1,436.49) 1,623.54 2,032.18 408.64 3.15 5.46 2.31
Adani Power 20,986.36 | 17,131.28 | (3,855.08) 8,214.29 9,856.35 1,642.06 3.91 5.75 1.84
EMCO Power 1,370.06 1,420.75 50.69 684.14 548.17 (135.97) 4.99 3.86 (1.14)
Rattan India 1,884.11 8,256.55 6,372.44 1,387.59 3,209.20 1,821.61 7.36 3.89 (3.48)
Sai Wardha 1,664.26 1,664.26 759.27 759.27 4.56 4.56
Renewable 27,246.49 [ 19,881.63 (7,364.87) 11,162.10 9,121.59 (2,040.51) 4.10 4.59 0.49
Traders 1,770.95 1,770.95 1,036.10 1,036.10 5.85
RECs - - - -
Other Adjsutments - - 0.03 0.03
PGCIL Charges - - 3,661.91 3,661.91 0.00
FBSM -330.82 (330.82) 1.90 1.90 -0.06
Inter State Purchase 4.22 4.22 3.02 3.02 7.14
G-DAM 52.91 52.91 38.86 38.86 7.34
Total Power Purchase 1,44,484 1,50,288 5,804 | 62,337.57 73,529 11,192 4.31 4.89 0.58
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5.6.4 MSEDCL requests the Hon’ble Commission to approve the power purchase
as submitted in the above table.

5.6.5 MSEDCL submits that details of RE Purchase for FY 22-23 are provided in
following table.

Source FY 2022-23

Quantum (MU) | Cost (in Rs. Crs.)
Wind 6,163.82 2,771.31
SHP 764.16 229.98
Bagasse based Cogen. 5,004.33 3,186.79
Biomass 273.19 195.71
MSW 0.39 0.20
Total Non-Solar 12,205.88 6,383.99
Total Solar 7,675.74 2,737.60
Total 19,881.63 9,121.59

5.7 Transmission Charges for FY 2022-23

5.7.1 The Intra State transmission charges are taken same as that approved in
InSTS Order dated 30" March, 2020 in Case No. 327 of 2019.

5.7.2 Based on the above submission, the comparison of the approved and the

estimated transmission charges for FY 2022-23 is as shown below:
Table 145: Estimated Transmission Charges paid to Transmission Licensee for FY

2022-23
Rs. Crs
Particulars FY2022-23 | FY2022-23 | |, iation
(Approved) | (Estimated)
Intra-State Transmission Charges 5,885.89 5,885.89
MSLDC Charges 29.18 29.18 -
Total 5,915.07 5,915.07 -

5.7.3 MSEDCL requests the Hon’ble Commission to approve the intra State
transmission charges as submitted in the above table.
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5.8 Fixed Costs for FY 2022-23

5.8.1 Based on the Capital Cost and the consequent Capitalized Expenditure,
Equity Component and Normative Debt, the fixed cost of MSEDCL for FY
2022-23 (excluding fixed component of PP cost) has been determined in
accordance with the provisions of the MYT Regulations, 2019 outlined
thereof. As outlined under the regulations, the fixed cost for MSEDCL has
been determined under the following major heads along with other items of
expenditure:

e Operation and Maintenance Expenses
e Depreciation

¢ Interest and Finance Charges

¢ Interest on Working Capital

¢ Return on Equity

5.8.2 Net Aggregate Revenue Requirement has been computed after netting off
Expenses capitalized.

5.8.3 Head wise comparison has been made between the values approved by the
Hon’ble Commission vide MYT Order dated 30" March 2020 in Case no. 322
of 2019 and the estimated for FY 2022-23.

5.9 Normative Operation & Maintenance Expenses for FY 2022-23

5.9.1 MSEDCL submits that Regulation 75 and Regulation 84 of the MERC (MYT)
Regulations, 2019 provides for the O&M Expenses norms for Distribution
Wires Business and Retail Supply of electricity respectively.

5.9.2 As per the said Regulations relating to the Truing-up of O&M expenses:

“756.2 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, 2019, excluding abnormal
Operation and Maintenance expenses, if any, subject to prudence
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check by the Commission:

Provided that the average of such Operation and Maintenance
expenses shall be considered as Operation and Maintenance
expenses for the Year ended March 31, 2018, and shall be escalated
at the respective escalation rate for FY 2018-19 and FY 2019-20, to
arrive at the Operation and Maintenance expenses for the base year
ending March 31, 2020:

Provided further that the escalation rate for FY 2018-19 and FY 2019-
20 shall be computed by considering 30% weightage to the average
yearly inflation derived based on the monthly Wholesale Price Index of
the respective past five financial years as per the Office of Economic
Advisor of Government of India and 70% weightage to the average
yearly inflation derived based on the monthly Consumer Price Index for
Industrial Workers (all-India) of the respective past five financial years
as per the Labour Bureau, Government of India:

75.3 The Operation and Maintenance expenses for each subsequent year
shall be determined by escalating these Base Year expenses of FY
2019-20 by an inflation factor with 30% weightage to the average
yearly inflation derived based on the monthly Wholesale Price Index of
the respective past five financial years as per the Office of Economic
Advisor of Government of India and 70% weightage to the average
yearly inflation derived based on the monthly Consumer Price Index for
Industrial Workers (all-India) of the past five financial years as per the
Labour Bureau, Government of India, as reduced by an efficiency
factor of 1% or as may be stipulated by the Commission from time to
time, to arrive at the permissible Operation and Maintenance expenses
for each year of the Control Period:

Provided further that the efficiency factor shall be considered as zero,
in case there is an increase in the number of consumers including
Open Access consumers connected to the Distribution Wires of at least
2 percent annually over the last 3 years:

Provided also that in case such increase in the number of consumers is
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lower than 2 percent annually over the last 3 years, then the reduction
in efficiency factor shall be considered in proportion to the percentage
growth in the number of consumers.”

5.9.3 For computation of revised normative O&M expenses for FY 2022-23, revised
normative O&M expenses for FY 2021-22 has been escalated by the
escalation factor of 5.06% derived for FY 2021-22. Detailed calculations are
given in the Regulatory Formats.

5.9.4 MSEDCL submits that calculated O&M expenses are allocated between the

Wires Business and Retail Supply Business in the ratio of allocation matrix

provided in the MYT Regulations, 2019), i.e., 65% to Wires Business and 35%

to Supply Business. The same is shown in following table.
Table 146: O&M Expenses for FY 2022-23

5.9.5

Rs. Crs
Particulars FY2022-23 | FY2022-23 | | ootion
(Approved) | (Estimated)

O&M Expenditure for Wires business 4,898.36 5,186.36 288.00
O&M Expenditure for Retail Supply business 2,637.58 2,792.66 155.08
Operation and Maintenance Expenses (A) 7,535.94 7,979.02 443.08
Impact of arrears - Wires business 0 0 -
Impact of arrears - Supply business 0 0 -
Sub Total (B) - - -
Total O&M Expenses (C = A+B) 7,535.94 7,979.02 443.08

MSEDCL requests the Hon’ble Commission to allow the O&M Expenses as
computed in above table.

5.10 Opex Schemes for FY 2022-23
5.10.1 MSEDCL submits that as per the Regulation 75.7 and 84.7 of the MYT

Regulations, 2019 the distribution licensee is allowed to undertake Opex

schemes for wires and supply business for system automation, new

technology and IT implementation etc. and such expenses may be allowed

over and above normative O&M expenses. The relevant extract of the

regulations is reproduced below:

“75.7 A Distribution Licensee may undertake Opex schemes for system
automation, new technology and IT implementation, etc., and, such
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expenses may be allowed over and above normative O&M Expenses,
subject to prudence check by the Commission:

Provided that the Distribution Licensee shall submit detailed
justification, cost benefit analysis of such schemes as against capex
schemes, and savings in O&M expenses, if any.

84.7 A Distribution Licensee may undertake Opex schemes for system
automation, new technology and IT implementation, etc,. and, such
expenses may be allowed over and above normative O&M Expenses,
subject to prudence check by the Commission:

Provided that the Distribution Licensee shall submit detailed
Jjustification, cost benefit analysis of such schemes as against capex
schemes, and savings in O&M expenses, if any.”

5.10.2 MSEDCL submits that it has considered the expenses till September 2022
(provisional) and projected expenses for remaining six months of FY 2022-23
as against Rs. 110.49 Cr. approved by Hon’ble Commission. Further,
MSEDCL is also proposing certain new schemes for inclusion under the Opex
schemes. MSEDCL submits that the details of Opex Schemes are provided
under chapter Opex. Following table shows the estimated Opex Schemes
expenses for FY 2022-23.

5.10.3 MSEDCL requests the Hon’ble Commission to allow the Opex Schemes
Expenses as shown in table below.
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Table 147: Opex Scheme Expenses for FY 2022-23
Rs. Crs
Particulars Aol a e Deviation
(Approved) | (Estimated)
Opex Schemes (Wires Business) -
Substation Monitoring System (SMS) 69.53 21.30 (48.23)
MSEDCL Cloud Project 8.32 7.98 (0.35)
Annual Technical Support of SAP/HANA/Cracle
Software Licences 5.94 - (5.94)
Vehicle Tracking System 0.53 0.77 0.25
Demand forecasting - 0.68
GIS - 0.19
Network analysis - 0.19
SAP s4 hana - 8.99
SD wan - 0.03
Sub-Total 84.31 40.12 (44.19)
Opex Schemes (Retail Supply Business) -
Customer Care Center 6.60 26.46 19.86
RF-DCU (Expression of Interest & Tender) 4.80 4.80 -
MSEDCL Cloud Project 8.32 7.98 (0.35)
Annual Technical Support of SAP/HANA/Cracle
Software Licences 5.94 - (5.94)
Vehicle Tracking System 0.53 0.77 0.25
Demand forecasting i 0.68
GIS - 0.19
Network analysis - 0.19
SAP s4 hana - 8.99
SD wan - 0.03
Sub-Total 26.18 50.08 23.90
Total 110.49 90.20 (20.29)
5.11 Capitalisation for FY 2022-23
5.11.1 Following table shows the estimated capitalization in FY 2022-23.
Table 148: Capitalisation for FY 2022-23
Rs. Crs
Particulars FY 202223 | FY 202223 | 1\ uoion
(Approved) | (Estimated)
Total Capitalisation 2,090.36 4,620.94 2,530.58
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5.11.2 Scheme wise details of the capitalisation are provided in the Regulatory
Formats. However, for other assets such as land and land rights, buildings,
etc., MSEDCL has estimated capitalisation. MSEDCL requests the Hon’ble

Commission to approve the capitalisation as estimated above.
Table 149: Capitalisation for FY 2022-23

. Amount

Sr. No. Particulars (Rs. Crs)
1 Capitalisation as per Form 4 4,620.94
2 Estimated other Assets 159.83
3 Total 4,780.77

5.11.3 Hon’ble Commission in its previous Orders has allowed the capitalization
towards schemes not forming part of any specific scheme. MSEDCL further
submits that Hon’ble Commission has accordingly revised the GFA to that
extent as well. Therefore, MSEDCL requests the Hon'ble Commission to
approve the capitalization as submitted above and revise the GFA
accordingly.

5.12 Depreciation for FY 2022-23

5.12.1 Considering the Opening GFA for FY 2022-23 without grants and consumer
contribution, MSEDCL has estimated the depreciation for FY 2022-23 at

weighted average rate for FY 21-22 as summarised in the following table.
Table 150: Depreciation for FY 2022-23

. Approved Estimated

Particulars (Rs.Crs) | (Rs. Crs)

Net Opening GFA (Regulatory)* 59,436.93
Depreciation 3060.76] 2,968.79

* Excluding consumer contribution and grants
5.12.2 MSEDCL requests the Hon’ble Commission to allow the Depreciation as
computed in above table.

5.13 Funding Pattern for FY 2022-23

5.13.1 As per the Regulation 27.1 of the MERC MYT Regulations, 2019, the debt-
equity ratio as on the date of commercial operation shall be 70:30 of the
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amount of capital cost approved by the Commission. The said Regulation also
provides that if the equity actually deployed is more than 30% of the capital
cost, equity in excess of 30% shall be treated as normative loan for the
Licensee for determination of Tariff.

5.13.2The funding pattern for FY 2022-23 for the capitalization estimated by
MSEDCL, in proportion to the funding pattern of capital Expenditure, is

presented in the following table:
Table 151: Funding Pattern of Capitalization for FY 2022-23

Particular Amount | Funding
(Rs. Crs) | Mix (%)
Total Capitalisation 4,620.94
Less: Consumer Contribution 125.02
Less: Grants 2,426.87
Balance to be funded 2,069.06
Equity 131.87 6%
Debt 1,937.18 94%
Equity 131.87 6%
Debt 1,937.18 94%

5.13.3 MSEDCL requests the Hon’ble Commission to allow the funding pattern as
submitted in above table.

5.14 Interest Expenses for FY 2022-23

5.14.1 MSEDCL has computed the interest expenses on normative basis linked to
the normative opening loan and normative loan addition during the year.

5.14.2 Further, MSEDCL has considered the weighted average interest rate of actual
loan portfolio of FY 2021-22 as shown in Table below.

5.14.3 Regulation 30.3 of the MERC MYT Regulations, 2019 provides for loan
repayment during a year equal to depreciation allowed. The relevant extract is
reproduced below:

“30.3 The loan repayment during each year of the Control Period from FY
2020-21 to FY 2024-25 shall be deemed to be equal to the
depreciation allowed for that year.”
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5.14.4 Considering the normative opening loan, normative loan addition during the
year and loan repayment equal to depreciation and the weighted average
interest rate of actual loan portfolio for FY 2021-22, MSEDCL has computed

the interest expenses on normative basis as summarized in table below:
Table 152: Interest Expenses for FY 2022-23

Rs. Crs
Particulars FY2022:23 | FY202223 | P\ otion
(Approved) | (Estimated)
Normative Outstanding Loan at beginning of the year 12,010.89 9,957.44| (2,053.45)
Less: Reduction of Normative Loan due to retirement of assets
Loan Drawal 876.88 1,937.18 1,060.31
Loan Repayment 3,060.76 2,968.79 (91.97)
Normative Balance Qutstanding at the end of the year 9,827.01 8,925.84 (901.17)
Average Balance of Net Normative Loan 10,918.95 9,441.64 | (1,477.31)
Interest Rate 10.28% 9.85%
Interest Expenses 1,121.94 929.95 (191.98)

5.14.5 MSEDCL requests the Hon’ble Commission to approve the interest expenses
as submitted in above table.

5.15 Interest on Working capital & Interest on SD for FY 2022-23

5.15.1 MSEDCL submits that Regulations 32.3 of the MERC MYT Regulations, 2019
provides for Interest on Working Capital for Wire business of electricity.
Further, the said Regulations also provides that the Normative Rate of interest
on working capital shall be Base Rate as on the date of filing of Petition plus
150 basis points. The relevant extract is reproduced below:

‘2.11 (10)  “Base Rate” shall mean the one-year Marginal Cost of Funds-
based Lending Rate (‘MCLR’) as declared by the State Bank of
India from time to time;

32.3 (b) Rate of interest on working capital shall be on normative basis
and shall be equal to the Base Rate as on the date on which the

Petition for determination of Tariff is filed, plus 150 basis points:”

5.15.2 Accordingly, MSEDCL has calculated the interest on working capital for FY
2022-23 at 9.55% (8.05% + 1.50%) for wire business.

5.15.3 MSEDCL further submits that the Regulation 30.11 of MYT Regulations, 2019
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provides for Interest on Security Deposit at Bank Rate. The relevant extract is

reproduced below:

“30.11 Interest shall be allowed only on the amount held in cash as security
deposit from Transmission System Users, Distribution System Users
and Retail consumers at the Bank Rate as on 1°' April of the Year for
which the interest is payable:”

5.15.4 MSEDCL submits that is has estimated the security deposit considering a
nominal growth of 5% over previous year. Further, Hon’ble Commission
notified the MERC (Electricity Supply Code and Standards of Performance of
Distribution Licensees including Power Quality) Regulations, 2021 repealing
the earlier Supply Code Regulations, 2005 Regulations is being amended and
for the consumers having billing cycle of one month, it is modified from
average bill of one month to average bill of two months. In order to comply the
provisions of the regulations, MSEDCL issued Commercial Circular No. 336
dated 16 March 2022 for recovery of the Security Deposit. MSEDCL has
considered actual amount of additional security deposit received as on 13th
November 2022 in cash for calculation of interest on security deposit.
Accordingly, MSEDCL has calculated interest on consumer security deposit
for FY 2022-23 @ 4.25% for wires business.

5.15.5 MSEDCL requests the Hon’ble Commission to allow the Interest on Working
capital along with the interest on security deposit for wire business as shown
in table below.
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Table 153: Interest on Working Capital & Interest on Security Deposit for Wire business
for FY 2022-23

Rs. Crs
Particulars e A B e
(Approved) | (Estimated)

Computation of Working Capital (Wire Business)
O&M expenses for a month 399.74 432.20 32.46
Maintenance Spares at 1% of Opening GFA 648.43 583.60 (64.83)
1.-5 njon’Fhs of. expected revenue from charges for use of 1.401.14 1.354.21 (46.93)
Distribution wires
bzsesr,;Amount held as SD from Distribution System (916.91) (1,030.80) (113.89)
Total Working Capital Requirement 1,532.40 1,339.21 (193.19)
Rate of Interest (% p.a.) 9.50% 9.55%
Interest on Working Capital 145.58 127.89 (17.68)
Actual Working Capital Interest -
Interest on Security Deposit
Rate of Interest (% p.a.) 6.50% 4.25%
Interest on Security Deposit 59.60 43.81 (15.79)

5.15.6 MSEDCL further submits that Regulation 32.4 of the MERC MYT Regulations,
2019 provides for Interest on Working Capital for Retail Supply business of
electricity. Further, the said Regulations also provides that the Normative Rate
of interest on working capital shall be Base Rate as on the date of filing of
Petition plus 150 basis points. The relevant extract is reproduced below:

‘2.11 (10) “Base Rate” shall mean the one-year Marginal Cost of Funds-
based Lending Rate (‘MCLR’) as declared by the State Bank of
India from time to time;

32.4 (b) Rate of interest on working capital shall be on normative basis

and shall be equal to the Base Rate as on the date on which the
Petition for determination of Tariff is filed, plus 150 basis points:”

5.15.7 Accordingly, MSEDCL has calculated the interest on working capital for FY
2022-23 at 9.55% (8.05% + 1.50%) for wire business.

5.15.8 MSEDCL submits that is has estimated the security deposit considering a
nominal growth of 5% over previous year. Further, as mentioned in above,
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MSEDCL has considered actual amount of additional security deposit
received as on 13th November 2022 in cash for calculation of interest on
security deposit. Accordingly, MSEDCL has calculated interest on consumer
security deposit for FY 2022-23 @ 4.25% for wires business. Accordingly,
MSEDCL has calculated interest on consumer security deposit for FY 2022-
23 @ 4.25% for supply business.

5.15.9 MSEDCL requests the Hon’ble Commission to allow the Interest on Working
capital along with the interest on security deposit for Supply business as
shown in table below.

Table 154: Interest on Working capital & & Interest on Security Deposit for Supply
business for FY 2022-23

Rs. Crs
Particulars FY2022-23 | FY2022-23 | b iation
(Approved) | (Estimated)
Computation of Working Capital (Supply Business)
O&M expenses for a month 215.24 232.72 17.48
Maintenance Spares at 1% of Opening GFA 72.05 64.84 (7.20)
1.5 months equivalent of the expected revenue from sale
of electricity at the prevailing Tariff and including revenue 10,491.73 12,513.30 2,021.57
from CSS and Additional Surcharge
Less: Amount held as security deposit (8,252.23) (9,277.24)| (1,025.01)
Less: One month equivalent of cost of Power Purchase, (6,180.93) (6,620.38) (439.45)
Transmission Charges and MSLDC Charges
Total Working Capital Requirement (3,654.14) (3,086.75) 567.39
Rate of Interest (% p.a.) 9.50% 9.55%
Interest on Working Capital - -
Actual Working Capital Interest -
Interest on Security Deposit
Rate of Interest (% p.a.) 6.50% 4.25%
Interest on Security Deposit 536.40 394.28 (142.11)

5.16 Other Finance Charges for FY 2022-23

5.16.1 MSEDCL submits that the regulation 30.8 of the MYT Regulations, 2019
provides that the finance charges shall be allowed at the time of True-up. The
relevant extract is reproduced below:

‘30.8 The finance charges incurred for obtaining loans from financial
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institutions for any Year shall be allowed by the Commission at the time
of Truing-up, subject to prudence check.”

5.16.2 Hon’ble Commission in the MYT Order dated 30" March 2020 in Case No.
322 of 2019 also ruled that it shall consider the Other Finance Charges at the
time of truing-up of the respective years of the 4™ Control Period. Therefore,
in line with the above regulations, MSEDCL is not projecting any finance
charges for FY 2022-23 and will claim the same during true-up.

5.17 Provision for Bad Debts for FY 2022-23

5.17.1 MSEDCL submits that bad debts are inseparable incidents of the business of
electricity distribution and retail supply.

5.17.2 Regulation 76 and 85 of the MYT Regulations, 2015 specifies that a provision
of bad and doubtful debt may be allowed up to 1.5% of the amount shown as
trade receivables or receivables in the Audited Accounts of the distribution
licensee duly allocated for wires and supply business respectively. The
relevant extract is reproduced below:

“76  Provision for Bad and Doubtful Debts

In the MYT Order, for each Year of the Control Period, the Commission
may allow a provision for writing off of bad and doubtful debts up to
1.5% of the amount shown as Trade Receivables or Receivables from
Wheeling Charges in the latest Audited Accounts of the Distribution
Licensee in accordance with the procedure laid down by the Licensee,
subject to prudence check:

Provided that the Commission shall true up the bad debts written off in
the Aggregate Revenue Requirement, based on the actual write off of
bad debts during the year, subject to the above ceiling of 1.5% of the
amount shown as Trade Receivables or Receivables from Wheeling
Charges in the audited accounts of the Distribution Licensee for that
Year, after prudence check:

Provided also that for Distribution Licensees having agricultural sales in
excess of 20 percent of their total sales, the ceiling of cumulative
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provisioning in the above proviso shall be 7.5 per cent of the amount
shown as Trade Receivables or Receivables from Wheeling Charges in
the audited accounts of the Distribution Licensee.”

‘85  Provision for Bad and Doubtful Debts

In the MYT Order, for each Year of the Control Period, the Commission
may allow a provision for writing off of bad and doubtful debts up to
1.5% of the amount shown as Trade Receivables or Receivables from
Sale of Electricity in the latest Audited Accounts of the Distribution
Licensee in accordance with the procedure laid down by the Licensee,
subject to prudence check:

Provided that the Commission shall true up the bad debts written off in
the Aggregate Revenue Requirement, based on the actual write off of
bad debts during the year, subject to the above ceiling of 1.5% of the
amount shown as Trade Receivables or Receivables from Sale of
Electricity in the audited accounts of the Distribution Licensee for that
Year, after prudence check:

Provided also that for Distribution Licensees having agricultural sales in
excess of 20 percent of their total sales, the ceiling of cumulative
provisioning in the above proviso shall be 7.5 per cent of the amount
shown as Trade Receivables or Receivables from Sale of Electricity in
the audited accounts of the Distribution Licensee.”

5.17.3 MSEDCL submits that Provision of bad debt generally depends on the nature
of the business and the risk involved in the business. A business typically
estimates the amount of bad debt based on historical experience.

5.17.4 MSEDCL has computed the provision for bad and doubtful debts for FY 2022-
23 as per the provisions of the MYT Regulations, 2019 considering the
estimated receivables for FY 2022-23. The receivables are taken as per
provisional till September 2022 in order to arrive at the receivables for FY
2022-23. For the interest part a y-o0-y rise of 2% and 10% is taken for Non-Ag
and Ag respectively. MSEDCL further submits that the provision estimated for
FY 2022-23 shall be written off after the approval of the Hon’ble Commission.
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5.17.5MSEDCL for estimation purpose has presently considered provisioning
@1.50% instead of 7.50% (as Ag sales are more than 20% of total sales).
However, MSEDCL reserves its right to seek claim on bad-debts at the time of
truing-up as per the provisions of the MYT Regulations, 2019. The

computation of provision for bad debt for FY 22-23 is shown in following table.

Table 155: Computation of Provision for bad and doubtful debts for FY 2022-23

Rs. Crs
Particulars FY2022-23 | FY2022:23 | o 4otion
(Approved) [ (Estimated)

Opening Balance of Provision for bad and
doubtful debts - 1,395.02 1,395.02
Receivables for the year 48,842.02 70,641.84 | 21,799.82
Provision for bad & doubtful debts during the 1.50% 1.50%
year
;’;:;nsmn for bad & doubtful debts during the 732.63 1,059.63 30700
Actual bad and doubtful debts written off 732.63 1,059.63 327.00
Closing Balance of Provision for bad and
doubtful debts 1,395.02 1,395.02
Closing Balance as a % of receivables 0.00% 1.97%

5.17.6 MSEDCL submits that the above computed provision for Bad Debts is further

allocated between the Wires Business and Retail Supply Business (in the
ratio of allocation matrix provided in the MYT Regulation, 2019), i.e., 10% to
Wires Business and 90% to Supply Business. The same is shown in following

table.

Table 156: Provision for Bad and Doubtful debts (Wires and Supply) for FY 2021-22

Rs. Crs
Particulars FY 202223 | FY2022-23 | |\ iation
(Approved) | (Estimated)
Bad Debt Provision for Wires business 73.26 105.96 32.70
Bad Debt Provision for Retail Supply business 659.37 953.66 294.30
Bad Debt Provision 732.63 1,059.63 327.00

shown in above table.

5.17.7 MSEDCL requests the Hon’ble Commission to allow provision for Bad Debt as
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5.18 Other Expenses for FY 2022-23

5.18.1 The other expenses of MSEDCL comprise of the expenditure on account of
Non-Moving items written off, interest to suppliers/contractors, Incentive to
distribution franchisee and other expenses viz. compensation for injuries to
staff and outsiders. MSEDCL has estimated the other expenses for FY 2022-
23 considering provisional figures for the first six months and projections for

the remaining six months for FY 2022-23 as shown in the table below.
Table 157: Other Expenses FY 2022-23

Rs. Crs
Particulars FY2022-23 | FY2022-23 | 1, iotion
(Approved) | (Estimated)

Compensation for injuries,death to staff 1.45 2.09 0.63
Compensation for injuries,death to others 17.62 16.83 -0.79
Loss on obsolescence of fixed Assets 1.90 - -1.90
Sundry debit balances written off 2.09 6.74 4.65
Non Moving ltems 19.56 - (19.56)
Provision for Non Moving Items - 42.34 42.34
Other Sundry Expenses 8.97 207.91 198.95
Incentive to Distribution Franchisee - 0.54 0.54
Interest to suppliers/Contractors® - -
Other Interest and Charges 37.47 37.47
Interest on security deposit on bill collection
agency - 0.17 0.17
Other Expenses for previous years 6.39 - (6.39)
TOTAL 57.97 314.10 256.13

5.18.2 MSEDCL hereby requests the Hon’ble Commission to allow the Other
expenses as shown in above table.

5.19 Contribution to Contingency Reserves for FY 2021-22

5.19.1 MSEDCL submits that Regulation 35 of the MYT Regulation, 2019 provides
for appropriation to Contingency Reserves of not 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.

5.19.2 MSEDCL submits that it is not getting full recovery of the revenue receivable
from consumers. MSEDCL is managing its working capital requirement need
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by availing STL/MTL/LTL working capital loans from banks and financial
institutions. As such MSEDCL can invest the amount of contingency reserve
only if it gets sufficient quantum of loan from banks or financial institutions.
MoP through its guidelines on additional prudential norms has restricted
working capital borrowings @ 35% of the revenue which MSEDCL already
crossed the same. Hence, MSEDCL is getting difficulties in availing loan and
not able to invest the amount of contingency reserve. Secondly, MSEDCL’s
financials has been badly affected by the consequences of COVID-19
pandemic.

5.19.83 Considering the above difficulty and COVID-19 impact, it is requested to
Hon’ble Commission to consider positively and not to disallow contingency
reserve amount and further provide relaxation from the last proviso to
Regulations 35.1 of the MERC MYT Regulation, 2019.

5.19.4 However, owing to above provision, MSEDCL requests the Hon’ble
Commission to allow the contribution to contingency reserves for FY 2022-23
by invoking its power to relax under Regulation 105 of the MYT Regulation,
2019.

5.19.5 MSEDCL humbly request the Hon’ble Commission to allow provision for
contribution to contingency reserves for FY 2022-23 and also allow it to make
investment during FY 2023-24. Once the approval is available, MSEDCL shall
make the necessary investments.

Table 158: Contingency Reserve for FY 2022-23

Rs. Crs
Particulars FY2022:23 | FY2022-23 | P iotion
(Approved) | (Estimated)
Contribution to Contingency Reserves 180.12 90.06 -90.06

5.19.6 Accordingly, MSEDCL requests the Hon’ble Commission to allow the
contribution to contingency reserves as shown in above table.

5.20 Income Tax for FY 2022-23
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5.20.1 MSEDCL submits that Regulation 34 of the MYT Regulations, 2019 provides
for Income Tax. Since there is no income tax claimed in FY 2021-22,
MSEDCL on similar lines has not claimed any Income Tax for FY 2022-23
and hence it has not grossed up the return on equity by income tax. MSEDCL
submits that in case there is tax liability for FY 2022-23 and any income tax is
paid, it requests Hon’ble Commission to allow claim on grossing up of return
on equity by effective tax rate as per the provisions of the MYT Regulations,
2019.

5.21 Incentives and Discounts for FY 2022-23

5.21.1 MSEDCL has estimated the incentives and Discounts for FY 2022-23 at the
same level of that of FY 2021-22.
Table 159: Incentives/Discount for FY 2022-23

Rs. Crs
Particulars PHCIPARS | MRS | e
(Approved) | (Estimated)
Incentives and Discount 355.43 367.37 11.94

5.21.2 MSEDCL requests the Hon’ble Commission to allow the incentives/discounts
as shown in above table.

5.22 Return on Equity for FY 2022-23

5.22.1 MSEDCL submits that Regulation 29.1 of the MYT Regulations, 2019,
provides for Return on Equity (RoE) for Distribution Licensee for both Wire
and Supply Business which is reproduced as under:

“29.1 Return on Equity for the Generating Company, Transmission Licensee,
Distribution Wires Business and MSLDC shall be allowed on the equity
capital determined in accordance with Regulation 27 for the assets put
to use, at the rate of up to 15.5 per cent per annum in Indian Rupee
terms, and for the Retail Supply Business, Return on Equity shall be
allowed on the amount of equity capital determined in accordance with
Regulation 27 at the rate of up to 17.5 per cent per annum in Indian
Rupee terms:

Provided that Return on Equity shall be allowed in two parts viz. Base
Return on Equity, and Additional Return on Equity linked to actual
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performance:

Provided further that Additional Return on Equity shall be allowed at
time of truing up for respective year based on actual performance, after
prudence check of the Commission
29.2 Base Return on Equity for the Generating Company, Transmission
Licensee, Distribution Wires Business and MSLDC shall be allowed on
the equity capital determined in accordance with Regulation 27 for the
assets put to use, at the rate of 14 per cent per annum in Indian Rupee
terms, and for the Retail Supply Business, Return on Equity shall be
allowed on the amount of equity capital determined in accordance with
Regulation 27 at the rate of 15.5 per cent per annum in Indian Rupee
terms:
Provided that in case the Generation Company or Licensee or MSLDC
claims Return on Equity at a rate lower than the normative rate
specified above for any particular year, then such claim for lower
Return on Equity shall be unconditional:
Provided further that such claim for lower Return on Equity shall be
allowed subject to the condition that the reduction in Return on Equity
shall be foregone permanently for that year and shall not be allowed to
be recouped at the time of Mid-Term Review or true-up as applicable
29.3 The Base Return on Equity shall be computed in the following manner:
(a)  Return at the allowable rate as per this Regulation, applied on
the amount of equity capital at the commencement of the Year;
plus
(b)  Return at the allowable rate as per this Regulation, applied on
50 per cent of the equity capital portion of the allowable capital
cost, for the investments put to use in Generation Business or
Transmission Business or Distribution Business or MSLDC, for
such Year:
Provided that Base Return on Equity in respect of additional
capitalization after cut-off date beyond the original scope excluding
additional capitalization due to Change in Law or revised emission
standards, shall be computed at the weighted average rate of interest
on actual loan portfolio of the generating station or the transmission
system.
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5.22.2 MSEDCL submits that the return on equity capital is allocated in the ratio of
Fixed Assets between the Wires and Retail Supply Business, i.e. 90% to
Wires Business and 10% to Supply Business. Therefore, the capital
expenditure, grants, equity and capitalisation is divided into wires and supply
business in the ratio of 90:10.

5.22.3 The return on equity has been computed as per the methodology specified in
the MYT Regulations, 2019. Accordingly, MSEDCL has computed the RoE for

Wires Business as shown in following tables:
Table 160: RoE for Wires Business for FY 2022-23

Rs. Crs
Particulars FY2022:23 | FY 202223 |, otion
(Approved) | (Estimated)

Return on Equity (Wires Business)
Regulatory Equity at the beginning of the year 11,747.33 12,366.40 619.07
Equity portion of Assets Capitalisation 338.22 118.68 (219.54)
Equity portion of Assets Decapitalised - - -
Regulatory Equity at the end of the year 12,085.55 12,485.09 399.53
Return on Computation
Return on Regulatory Equity at the beginning of the year
14%*(1) 1,992.76 1,731.30 (261.47)
Return on Normative Equity portion of Asset
Capitalization - 14%*(2)/2 28.69 8.31 (20.38)
Interest on Equity portion above 30% equity
Total Return on Regulatory Equity 2,021.45 1,739.60 (281.85)

5.22.4 Accordingly, MSEDCL has computed the RoE for retail supply Business as

shown in following tables:
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Table 161: RoE for Retail Supply Business for FY 2022-23

Rs. Crs
Particulars FY 202223 | FY 202223 | . ;ation
(Approved) | (Estimated)

Return on Equity (Supply Business)
Regulatory Equity at the beginning of the year 1,306 1,374 68.79
Equity portion of Assets Capitalisation 38 13 (24.39)
Equity portion of Assets Decapitalised -
Regulatory Equity at the end of the year 1,343 1,388 44.39
Return on Computation
Return o*n Regulatory Equity at the beginning of the year 24523 213.05 (32.18)
- 15.5%*(1)
Return on Normative Equity portion of Asset
Capitalization - 15.5%*(2)/2 3.53 1.02 (2.51)
Interest on Equity portion above 30%
Total Return on Regulatory Equity 248.75 214.07 (34.69)

5.22.5 MSEDCL requests the Hon’ble Commission to allow the RoE as computed
above.

5.23 Stabilsation amount as per MYT Order for FY 2022-23

5.23.1 MSEDCL submits that in the MYT Order, Hon’ble Commission has allowed
revenue recovery as shown in the following table. MSEDCL has considered
the same.

Table 162: Statabilisation amount as per MYT Order for FY 2022-23

Rs. Crs

Particulars Formula| FY 2022-23
ARR approved by the Hon'ble Commission A 84,021.00
Approved Revenue at existing tariff B 92,479.00
Approved Revenue Gap C=AB (8,458.00)
Projected Revenue at appproved tariff D 88,039.00
Additional Recovery from approved tariff E=D-B (4,440.00)
Previous Revenue Gap recovery allowed after adjustment F_EC 4,018.00
of current year Revenue Gap

5.24 Impact of payment to MPECS for FY 2022-23
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5.24.1 Hon’ble Commission in the MYT Order dated 3rd November 2016 has

approved following amounts towards payment to MPECS.

Financial Year Amount in Rs. Cr.
FY 17-18 46.20
FY 18-19 43.18
FY 19-20 40.17

5.24.2 Hon’ble Commission in the MYT Order dated 30" March, 2020 has approved

Rs. 34.15 Crs towards payment to MPECS for FY 2021-22 as the same was

allowed under Order dated 2™ May, 2016. The Hon’ble Commission in the

MYT Order also ruled that it shall consider the actual amount towards this

head at the time of truing up of FY 2022-23.

5.24.3 Accordingly, MSEDCL has claimed Rs. 31.14 Crs. towards the payments to

MPECS for FY 2022-23.

5.25 Incremental Consumption and Bulk Consumption Rebate for FY 2022-23
5.25.1 Hon’ble Commission in the MYT Order dated 30" March 2020 has approved

cost towards incremental rebate.

5.25.2 MSEDCL has estimated the Incremental Consumption and Bulk consumption

rebate at the same level as that approved by the Hon’ble Commission.
Table 163: Incremental Consumption Rebate for FY 2022-23

Rs. Crs
Particulars FY2022-23 | FY 202223 | |, iovion
(Approved) | (Estimated)
Incremental Consumption & Bulk Consumption Rebate 661.65 661.65

5.26 Additional Surcharge refund for FY 2022-23

5.26.1 As stated in in previous chapter, MSEDCL has stopped levy of additional
surcharge to group captive consumers from since January 2022 and it has

adopted methodology for refund of ASC.
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5.26.2 MSEDCL is refunding the ASC in every month to eligible consumers to the
tune of Rs. 15 Crs. The refund burden will be Rs. 180 Crs annually.
Accordingly, the same is being claimed in the ARR and the Hon’ble
Commission is requested to approve the same.

5.27 Aggregate Revenue Requirement for FY 2022-23

5.27.1 Considering the parameters discussed above, the Aggregate Revenue
Requirement (ARR) of MSEDCL for Wires Business for the FY 2022-23 is as

follows:
Table 164: ARR for Distribution Wires for FY 2022-23
Rs. Crs
Particulars FY2022-23 | FY2022:23 | 1, oiion
(Approved) | (Estimated)
Operation & Maintenance Expenses 4,898.36 5,186.36 288.00
Depreciation 2,754.68 2,671.91 (82.77)
Interest on Loan Capital 1,009.74 836.96 (172.79)
Interest on Normative Working Capital 145.58 127.89 (17.68)
Interest on deposit from Consumers and
Distribution System Users 59.60 43.81 (15.79)
Other Finance Charges - - -
Provision for bad and doubtful debts 73.26 105.96 32.70
Opex Schemes 84.31 40.12 (44.19)
Contribution to contingency reserves 162.11 81.05 (81.05)
Income Tax - - -
Return on Equity Capital 2,021.45 1,739.60 (281.85)
|Aggregate Revenue Requirement 11,209.09 10,833.67 (375.42)
Less
Income from Wheeling Charges - -
Income from Open Access Charges 216.69 216.69
Aggregate Revenue Requirement from 10,992.41 | 10,616.99 | (375.42)
Distribution Wires
Revenue from Wires Business - - -
Revenue Gap/(Surplus) 10,992.41 10,616.99 (375.42)

5.27.2 Considering the parameters discussed above, the Aggregate Revenue
Requirement (ARR) of MSEDCL for Supply Business for the FY 2022-23 is as
follows:
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Table 165: ARR for Supply Business for FY 2022-23
Rs. Crs
Particulars FY2022:23 | FY2022:23 | 1 Wovion
(Approved) | (Estimated)
Power Purchase Expenses (including Inter-State Trans|  62,337.57 73,529.49 11,191.92
Operation & Maintenance Expenses 2,637.58 2,792.66 155.08
Depreciation Expenses 306.08 296.88 (9.20)
Interest on Loan Capital 112.19 93.00 (19.20)
Interest on Normative Working Capital - - -
Interest on Consumers Security Deposit 536.40 394.28 (142.11)
Other Finance Charges - - -
Provision for bad and doubtful debts 659.37 953.66 294.30
Other Expenses 57.97 314.10 256.13
Income Tax - - -
Intra-State Transmission Charges MSLDC charge 5,915.07 5,915.07 -
Incentives/Discounts 355.43 367.37 11.94
Contribution to Contingency Reserves 18.01 9.01 (9.01)
Return on Equity Capital 248.75 214.07 (34.69)
Additional Surcharge Refund - 180.00 180.00
Effect of sharing of gains/losses - - -
Impact of payment to MPECS 31.14 31.14 -
Opex Scheme 26.18 50.08 23.90
Incremental Consumption Rebate 661.65 661.65 -
Agg_regate Revenue Requirement for Supply 73,903.39 85,802.45 | 11,899.06
Business
Stabilisation amount as per MYT Order 4,018.00 4,018.00 -
Total Revenue Expenditure 77,921.39 89,820.45 | 11,899.06
Less
Non-Tariff Income 418.67 317.96 (100.71)
Income from Additional Surcharge 115.52 115.52 -
Income from Trading of Surplus Power 340.96 175.49 (165.47)
Net Aggregate Revenue Requirement 77,046.25 89,211.49 | 12,165.24
Revenue from Sale of Power 88,039.00 99,280.78 11,241.78
Revenue from Retail Supply Business - - -
Revenue Gap/(Surplus) (10,992.75)| (10,069.30) 923.45

5.28 Revenue from sale of electricity for FY 2022-23

5.28.1 MSEDCL has estimated the revenue for FY 2022-23 based on the available
information up to September 2022 and projection for balance six months of

FY 2022-23 as shown in following table.

MSEDCL

January 23

215



/\ Final True Up For FY 2019-20, FY 2020-21, & FY 2021-22

MAHAVITARAN Provisional True Up for FY 2022-23 and
SRR Revised Projections & Tariff For FY 2023-24 to FY 2024-25
Main Petition

Table 166: Revenue from Sale of Power for FY 2022-23

Rs. Crs
Particulars e el (e o
(Approved) | (Estimated)
Revenue from Sale of Power 88,039.00 99,280.78 | 11,241.78

5.28.2 MSEDCL humbly requests to the Hon’ble Commission to consider the
revenue from sale of power as shown in above table.

5.29 Outstanding Standby Charges of AEML

5.29.1 MSEDCL is raising stand by bills as per the orders of Hon’ble Commission
only. However, AEML is not paying the stand by charges from Oct-2021
onwards and is claiming that it has opted out of Stand by arrangement since
Dec-2021. It is pertinent to mention that the stand by arrangement and the
stand by charges thereof have been decided by Hon’ble Commission and
hence neither MSEDCL nor any licensee in Mumbai distribution area can take
unilateral decision to discontinue with the stand by arrangement.

5.29.2 Hon’ble Commission vide order dated 31.05.2004 in Case No 7 of 2000 has
held that standby charges are akin to insurance premium and needs to be
paid irrespective of whether the standby facility is availed or not. The
corresponding para is reproduced as below;

“212. The Commission has considered all the aspects of the standby
charges and the objects underlying the concept of standby. The
Commission finds that the standby charge is akin to an insurance
premium, in the sense that it is a cost necessary to be incurred as
an insurance cover for the eventuality of interruptions in power
supply in a metropolis like Mumbai. By payment of this standby
charge, the Utilities in Mumbai are assured of supplying uninterrupted
power. At the same time, this standby charge has to be incurred
irrespective of whether the standby facility is utilized or not. To that
extent, the standby charge is a fixed cost for the concerned Utility and
has to be recovered from its consumers.”
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5.29.3 AEML claims that Stand by support is not for specific source but for the
demand of the licensee. It is using following abstract of MERC order in Case
no. 72 of 2016 and is denying to pay stand by charges to MSEDCL.

In the past, Mumbai was entirely dependent for its electricity supply on
the embedded generation of TPC-G, to which the embedded
generation of Rinfra-G's DTPS was subsequently added. Hence, the
Stand-by support from MSEDCL was in terms of outage or failure of
this embedded generation of Mumbai (to the extent of 500 MW, which
was the capacity of the largest embedded Generating Unit), which was
otherwise the only source of supply in the normal course. Over time,
however, in addition to embedded generation, a substantial quantum of
power, including from VIPL which is on a long- term basis, is now being
sourced by the Mumbai Distribution Licensees from outside Mumbai for
supply to their consumers. Considering its basic purpose, therefore, the
Stand-by support from MSEDCL is intended and expected to meet
eventualities in_any generation capacity contracted by the Mumbai
Distribution Licensees, and is not limited to outages or failure of the
embedded generation Units alone; and the Licensees' respective
shares in the Stand-by Charges is presently based on the average of
CPD and NCPD on the basis of which the Total Transmission System
Charges are shared.”

5.29.4 As per above mentioned directives issued by Hon. Commission in Case no.
72 of 2016 dated 16.03.2018 (filed by REL-D), MSEDCL has given standby
support against outage of VIPL unit.

5.29.5 It is also to reiterate that the directives given by the Hon’ble Commission vide
Order dated 16.03.2018 in Case No 72 of 2016 are given in the background to
consider tripping/outage of VIPL which was thermal generator contracted
by AEML (Erstwhile R-Infra) on long term basis for the standby support as
the same was not part of embedded generation and accordingly the
Commission has mentioned that standby support should not be limited to
outages or failure of the embedded generation units alone.
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5.29.6 This background makes it abundant clear that Hon’ble Commission has
directed to provide standby support against VIPL which was not part of
embedded generation. With a true spirit of this background, interpretation of
word ‘any generation’ shall not include shortfall in short term/RE/Px power or
in cases when there is lesser or no generation due to fuel shortage for
providing standby support.

5.29.7 However, AEML is accusing that, MSEDCL has not provided stand by support
to it as per its requests against short term/RE/Px power or events of fuel
shortage. MSEDCL vide letters has already clarified its stand for the non
approval of standby power schedule requested by AEML in some specific
instances. It has been clearly conveyed that MSEDCL will not provide standby
support against short term/RE/Px power or in cases when there is lesser or no
generation due to fuel shortage.

5.29.8 Further, Hon’ble Commission vide its order dtd 31.05.2004 in Case No-7 of
2000, has mentioned that standby is to be activated occasionally under
emergent conditions i.e. planned or forced closures or outages in power
plants, so as to provide uninterrupted power supply in Mumbai as mentioned
below:

“Standby charges are levied for the standby capacity that one utility,
generally larger in size, provides to another utility, smaller in size, to
meet emergent conditions. Standby capacity constitutes a special
backup arrangement, which needs to be activated occasionally
under certain special circumstances such as planned or forced
closures or outages in power plants. The purpose behind having
this kind of backup arrangement in the case under consideration is to
ensure an_uninterrupted supply of electricity in _an _important
metropolitan city like Mumbai. A metropolis like Mumbai cannot
afford to have any interruptions in the supply of electricity for the simple
reason that the city is the economic and financial hub of the country.”

5.29.9 However, it is observed that AEML is trying to take undue advantage of the
wordings used in the order by Hon Commission and asking for standby
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support for load generation balance which is against the true spirit of the
standby mechanism which is to be activated occasionally to maintain
uninterrupted power supply to Mumbai consumers.

5.29.10 Therefore, it is to reiterate that Standby power is not meant to take care
of revisions in RE/short term power. It is well known that there exists a
contractual relationship between short term power provider and buyer. Such
obligation mandates short term power provider to supply requisite amount of
power. Revisions of RE/Short term power can not be treated as emergency
condition as the corrective action of the same is within the control of utility and
same can not interrupt the supply of Mumbai consumers.

5.29.11 Stand by Fixed charges bills are being raised by MSEDCL in
accordance with the MERC Order dated 30.03.2020 in Case No 322 of 2019
and AEML is liable to pay these bills.

5.29.12 Accordingly, the total outstandings of AEML from Oct 2021 till Nov
2022 as on date 31.12.2022 are mentioned below:

S.N. | Outstanding dues from AEML Amount (in Rs. Crs.)
1 Stand by fixed charges 215.43
2 Delay Payment Charges (DPC) as on date 19.62
31.12.2022
3 | Total 235.05

5.29.13 On the contrary, AEML vide letter dated 30.11.2022, has alleged that
MSEDCL has provided partial and selective Standby support. Therefore,
MSEDCL is not entitled to full Standby charges. Further, AEML has submitted
details of charges allegedly refundable from MSEDCL proportionately from
the Standby charges recovered by MSEDCL without providing the Standby
support. The total amount claimed by AEML is Rs. 217.37 Crs inclusive of
applicable DPC. This baseless claim of AEML is not acceptable to MSEDCL.

5.29.14 Hon’ble Commission is requested to direct AEML to pay outstanding
dues against Stand by charges raised by MSEDCL
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5.30 TPC-D also wants to opt out from standby arrangement

5.30.1 TPC-D vide letter dated 03.01.2023 has conveyed to MSEDCL that on
account of development of the Real Time Market, it is able to manage its
Power Procurement through available sources from the Real Time Market on
intra- day basis. It has further stated that the mechanism of Stand by facility
was envisaged at the time when real time market was not operational, or no
power was available in real time.

5.30.2 TPC-D has further stated that, it wishes to discontinue the Standby power
facility with effect from 01.04.2023.

5.30.3 MSEDCL submits that in Real Time Market Power Procurement on intra-day
basis can be effected only after 4-8 blocks. In this time period, it is obvious
that TPC-D will draw excess power from grid which is eventually not good for
grid health. TPC-D is indirectly asking for approval to overdraw huge quantum
of power from the grid. There are already transmission constraints for bringing
power to Mumbai and in this scenario overdrawing from the grid would further
stress the grid. In order to avoid events such as the recent grid failure of
12.10.2020, transmission grid supplying power to Mumbai should not be
overstressed.

5.30.4 Further, during the said period of 4-8 blocks to reduce overdrawl of the state,
SLDC will pick up MSEDCL'’s contracted resources such as Koyna Hydro
Electric Power Plant. Thus, if TPC-D’s request is accepted, TPC-D will
indirectly utilize MSEDCL'’s cheaper contracted resources without the liability
of standby charges. MSEDCL requests Hon. Commission to issue appropriate
directives to TPC-D accordingly.

5.31 Non-Tariff Income for FY 2022-23

5.31.1 MSEDCL has certain sources of non-tariff income viz. interest on arrears of
consumers, delayed payment charges, interest on staff loans and advances,
sale of scrap, interest on investment etc.
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5.31.2 Considering the available information for the first six months of FY 2022-23
and projections for the first six months, the Non-Tariff Income for FY 2022-23

has been estimated as given in the table below:
Table 167: Non-Tariff Income for FY 2022-23

Rs. Crs

Particulars FY2022-23 | FY2022-23 | o sotion

(Approved) | (Estimated)

Rents of land or buildings 1.20 0.96 (0.24)
Sale of Scrap 60.25 43.74 (16.51)
Income from investments 21.42 - (21.42)
Income from sale of tender documents 10.33 4.95 (5.38)
Prompt payment discount from REC/PFC 14.08 - (14.08)
Other/Miscellaneous receipts 311.40 240.41 (70.99)
Revenue from subsidy & grant - 0.50 0.50

Interest on Contingency Reserve Investments - 27.41 27.41
Non Tariff Income 418.67 317.96 (100.71)

5.31.3 As provided in the Regulation 37.3 of the MYT Regulations, 2019, delayed
Payment Charge and Interest on Delayed Payment is not considered under
Non-Tariff Income.

5.31.4 MSEDCL has not considered income from grants and contribution reported
under non-tariff income, as the treatment (i.e. excluded while calculating
depreciation) to the same is already considered while computing the
depreciation for the FY 2022-23.

5.31.5 MSEDCL humbly requests to the Hon’ble Commission to consider the Non-
Tariff Income as shown in above table.

5.32 Income from Open Access Charges for FY2022-23

5.32.1 Considering the available information, MSEDCL has estimated the Income
from Open Access same as that approved by the Hon’ble Commission for FY
2022-23.
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Table 168: Income from Open Access Charges for FY 2022-23

Rs. Crs
Particulars FY2022-23 | FY2022-23 | | oiion
(Approved) [ (Estimated)
Income from Open Access Charges 216.69 216.69

5.32.2 MSEDCL humbly requests the Hon’ble Commission to allow the Income from
Open Access Charges as per the Audited Accounts.

5.33 Income from Trading of Surplus Power for FY 2022-23

5.33.1 MSEDCL has estimated the Income from Trading of Surplus Power for FY

2022-23 as shown in the table below:
Table 169: Income from Trading of Surplus Power for FY 2022-23

Rs. Crs
Particulars FY2022:23 | FY2022:23 | |, oo ion
(Approved) | (Estimated)
Income from Trading of Surplus Power 340.96 175.49 (165.47)

5.33.2 MSEDCL humbly requests to the Hon’ble Commission to allow the income
from sale of surplus power as shown in above table.

5.34 Income from Additional Surcharge for FY 2022-23

5.34.1 Considering the available information, MSEDCL has estimated the Income

from Additional Surcharge for FY 2022-23 as shown in the table below.
Table 170: Income from Additional Surcharge for FY 2022-23

Rs. Crs
Particulars FY2022-23 | FY 202223 | | 4ovion
(Approved) | (Estimated)
Income from Additional Surcharge 115.52 115.52

5.34.2 MSEDCL humbly requests to the Hon’ble Commission to approve the Income
from Additional Surcharge as shown in above table.

5.35 Revenue Gap/(Surplus) for FY 2022-23

5.35.1 Based on the above analysis, the summary of ARR for the Wires Business
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and Supply Business, estimated and as approved by the Hon’ble Commission
for FY 2022-23 is presented in the Table below.

Table 171: ARR for Wires and Supply Business for FY 2022-23

Rs. Crs

Particulars FY 202223 | FY2022:23 | |, ortion
(Approved) | (Estimated)

Power Purchase Expenses 62,337.57 73,529.49 11,191.92
Operation & Maintenance Expenses 7,535.94 7,979.02 443.08
Depreciation Expenses 3,060.76 2,968.79 (91.97)
Interest on Loan Capital 1,121.94 929.95 (191.98)
Interest on Normative Working Capital 145.58 127.89 (17.68)
Interest on Consumers Security Deposit 595.99 438.09 (157.90)
Other Finance Charges - - -
Provision for bad and doubtful debts 732.63 1,059.63 327.00
Other Expenses 57.97 314.10 256.13
Income Tax - - -
Intra-State Transmission Charges MSLDC charge 5,915.07 5,915.07 -
Incentives/Discounts 355.43 367.37 11.94
Contribution to Contingency Reserves 180.12 90.06 (90.06)
Opex Scheme 110.49 90.20 (20.29)
Return on Equity Capital 2,270.20 1,953.67 (316.53)
Additional Surcharge Refund - 180.00 180.00
Effect of sharing of gains/losses - - -
Impact of payment to MPECS in future years 31.14 31.14 -
Incremental Consumption Rebate 661.65 661.65 -
Aggregate Revenue Requirement 85,112.48 96,636.12 | 11,523.64
Stabilisation amount as per MYT Order 4,018.00 4,018.00 -
Total Aggregate Revenue Requirement 89,130.48 | 1,00,654.12 | 11,523.64
Less
Non-Tariff Income 418.67 317.96 (100.71)
Income from Open Access Charges 216.69 216.69 -
Income from Trading of Surplus Power 340.96 175.49 (165.47)
Income from Wheeling Charges - - -
Income from Additional Surcharge 115.52 115.52 -
Net Aggregate Revenue Requirement 88,038.65 99,828.47 | 11,789.82
Revenue from Sale of Power 88,039.00 99,280.78 | 11,241.78
Revenue from Retail Supply Business - - -
Revenue from Wires Business - - -
Revenue Gap/(Surplus) (0.35) 547.69 548.03

5.35.2 The Hon’ble Commission in its MYT Order dated 30" March 2020 has

approved Aggregate Revenue Requirement of Rs. 89,130.48 Crs for FY

2022-23. MSEDCL submits actual ARR of Rs.

1,00,654.12 Crs. with a
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deviation of Rs. 11,523.64 Crs. Considering the impact of revenue and other
income, the truing up requirement works out to be Rs. 548.03 Cr. MSEDCL
requests the Hon’ble Commission to allow the true up requirement as
submitted above.
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6 AGGREGATE REVENUE REQUIREMENT FOR FY 2023-24 10 FY 2024-25

6.1 Preamble

6.1.1 Hon’ble Commission has notified the MERC (Multi Year Tariff) Regulations,
2019 on 1! August 2019 which are applicable for the period FY 2020-21 to FY
2024-25 (the Control Period).

6.1.2 MSEDCL submits that the MERC (Multi Year Tariff) Regulations, 2019
specifies that the Mid-Term Review (MTR) Petition shall comprise of revised
forecast of Aggregate Revenue Requirement (ARR), expected revenue from
existing Tariff and charges, expected revenue gap for the fourth and fifth year
of the Control Period which has to carried out based on the provisions of the
MERC (Multi Year Tariff) Regulations, 2019

6.1.3 Hon’ble Commission vide MYT Order dated 30" March 2020 in Case no. 322
of 2019 had approved ARR and Tariff for Control Period for FY 2020-21 to FY
2024-25.

6.1.4 This chapter summarizes the revised forecast of ARR, expected revenue from
existing Tariff, expected revenue gap for the FY 2023-24 and FY 2024-25
(i.e., for fourth and fifth year of the Control Period respectively) comparing
with respective approved forecast of ARR and expected revenue from Tariff
and charges vide MYT Order dated 30" March 2020 in Case no. 322 of 2019.
The revised estimations/ projections for the period FY 2023-24 to FY 2024-25
have been made considering the provisions of the MERC (MYT) Regulations,
2019

6.2 Approach for Sales Projection

6.2.1 MSEDCL submits that Regulation 82.1 of the MERC (MYT) Regulations, 2019
provides that the Distribution Licensee is required to submit a month-wise
forecast of the expected sales of electricity to each tariff category/ sub-
category and to each Tariff slab within such Tariff category / sub-category.
The relevant extracts of the regulation are reproduced below.
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“82.1 The Distribution Licensee shall submit a month-wise forecast of the
expected sales of electricity to each Tariff category/sub-category and to
each Tariff slab within such Tariff category/sub-category to the
Commission for approval along with the Multi-Year Tariff Petition, as
specified in these Regulations:

Provided that the Distribution Licensee shall submit relevant details
regarding category-wise sales separately for each Distribution
Franchisee area within its Licence area, as well as the aggregated
category-wise sales in its Licence area.”

6.2.2 It has been observed from the past experience that the historical trend
method has proved to be reasonably accurate and well accepted method for
estimating the load, number of consumers and energy consumption. In light of
the above, MSEDCL has estimated energy consumption for various consumer
categories primarily based on the Compound Annual Growth Rate (CAGR)
trends during past years. Wherever it is observed that the trend is
unreasonable/ unsustainable or recent developments, the growth factors have
been corrected to arrive at more realistic projections.

6.2.3 MSEDCL submits that the break-up of the past sales and the CAGR for
different periods (5 years, 3 years and year on year) is provided in the
following tables. It may be noted that 5 year CAGR is for the period between
FY 2016-17 to FY 2021-22 while 3 year CAGR is for the period between FY
2018-19 to FY 2021-22 whereas year-on-year growth rate is for FY 2021-22
over FY 2020-21.

6.2.4 Historical trend in HT Category sales growth for MSEDCL (including sales in
Franchisee Area) is given following table:
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Table 172: Historical Sales Growth and CAGR (HT Category)

MUs
5Year | 3Year |Y-oY

Category FY 16-17|FY 17-18 FY 18-19|FY 19-20(FY 20-21|FY 21-22 CAGR CAGR |Growth
HT-I Industries 23,366 | 28,470 | 31,381 30,258 [ 28,473 | 34,128 8% 3% 20%
HT-Il Commercial 1,825 1,926 1,805 1,815 1,203 1,378 -5% -9% 14%
HT Il Railways 86 66 77 76 68 85 0% 3% 25%
HT IV-PWW 1,702 1,911 1,900 1,916 1,917 2,068 4% 3% 8%
HT V Agricultural 1,331 974 1,413 1,103 1,036 1,116 -3% -8% 8%
HT VI Bulk Supply (Housing 213 227 236 225 209 214 0% 3% 3%
Complex)
HT Temporary 4 5 5 7 - -
HT-IX Public services 922 1,003 1,004 1,010 848 951 1% -2% 12%
MSPGCL AUX SUPPLY 179 218 184 158 120 245 7% 10% 104%
HT EV Charging Stations 11 KV - - - 0 1 2 118%
HT EV Charging Stations 22 KV - - 0 8 4 14 0% 253% 258%
Total -HT Sales 29,628 | 34,799 | 38,004 | 36,577 | 33,879 | 40,200 6% 2% 19%

6.2.5 Historical trend in LT Category sales growth for MSEDCL (including sales in

Franchisee Area) is given following table:
Table 173: Historical Sales Growth and CAGR (LT Category)

MUs
5Year | 3Year Y-oY

Category FY 16-17| FY 17-18 [ FY 18-19 | FY 19-20 | FY 20-21 | FY 21-22 CAGR | cAGR | Growth
LT Category
LT I-BPL 61 55 41 84 73 53 -3% 9% -28%
LT | Domestic 18,962 19,994 20,788 20,729 21,847 22,157 3% 2% 1%
LT I Non Domestic 4,524 5,444 5,874 5,791 3,880 4,651 1% 7% 20%
LT Il PWW 691 707 803 802 856 903 5% 4% 5%
LT IV Agriculture 27,525 29,921 32,696 28,401 33,290 35,575 5% 3% 7%
LT V Powerloom 3,270 3,551 3,645 3,762 3,117 3,813 3% 2% 22%
LT V Industrial General 5,114 4,903 5,138 5,077 5,911 7,001 6% 11% 18%
LT VI Streetlight 1,751 1,843 2,007 1,880 1,858 1,289 -6% -14% -31%
LT VII- Temporary Connection 16 17 24 28 - -
LT VIl Advertisement & Hoardings 4 5 4 3 - -
LT IX— Crematoriums & Burial Grounds| 2 2 2 2 - -
LT X - Public services 361 431 504 499 448 565 9% 4% 26%
LT EV Charging - - - 0 0 1 253%
P.D. Consumers -5 - - - - -
Total LT Sales 62,275 66,874 71,526 67,058 71,281 76,007 4% 2% 7%
Total Sales 91,903 | 1,01,673 | 1,09,531 | 1,03,636 | 1,05,160 | 1,16,206 5% 2% 11%

6.3 CAGR considered for Sales Projection

6.3.1 MSEDCL submits that it has witnessed a normal growth in Sales in the last
few years. MSEDCL has been able to considerably increase the availability of
power, because of which the sales of MSEDCL has grown. Additional
availability of power to the consumers resulted in uninterrupted supply of
power to all consumers (except AG with stipulated hours of supply) and hence

MSEDCL January 23 227



/\ Final True Up For FY 2019-20, FY 2020-21, & FY 2021-22

MAHAVITARAN Provisional True Up for FY 2022-23 and
SRR Revised Projections & Tariff For FY 2023-24 to FY 2024-25
Main Petition

resulted in increase in the consumption and in turn the Sales of MSEDCL.

6.3.2 Keeping the variations over a period in mind, MSEDCL has considered the 3
years/ 5 years CAGRs for projecting the sales. Wherever the trend was
unreasonable/ unsustainable, the growth rates have been corrected to arrive
at more realistic projections.

6.3.3 The category wise CAGRs considered for the FY 2023-24 and FY 2024-25

along with rationale for HT Category have been shown in the following table.
Table 174: CAGR considered for Sales Projections (HT Category)

CAGR e .
Consumer Category Considered Justification/Rationale
) o 5 year CAGR coming quite high, hence realistic 3 year
HT-Industry 8% CAGR of 3% has been considered
Unrealisting trends in CAGR observed due to change in
HT-Commercial 29, category of some consumers from Commercial to Public
° Services. Hence, realistic growth rate of 2% has been
considered
Negative trend in CAGR observed due to migration of
Railway/ Metro/ Mono Rail consumers to Open Access.
HT RAILWAYS/METRO/MONO 3% Thus, nominal growth rate of 3% has been observed
considering upcoming metro rail in Nagpur, Thane & Navi
Mumbai
Varying trends in CAGRs observed in PWW category
. across all voltage levels. However, considering
HT-Public Water Works 3% Government initiative of "Har Ghar Jal", a realistic growth
rate of 3% has been considered
HT-AGRICULTURE 1% Negative CAGRs, hence realistic rate of 1% considered
HT-AGRICULTURE OTHERS 0% Negative CAGRs, hence, 0% considered
HT-GROUP HOUSING 0% Negative CAGRs, hence, 0% considered
HT-PUBLIC SER.-GOVT o0 Varying trends in CAGRs observgd hence, a realistic
growth rate of 2% has been considered
HT-PUBLIC SER.-OTHER 29, Varying trends in CAGRs observgd hence, a realistic
growth rate of 2% has been considered
H.T. EV CHARGING STATIONS 11 KV 10% Considering Plan as per Maharashtra EV Policy, a
realistic growth rate of 10% has been considered across
H.T. EV CHARGING STATIONS 22 KV 10% all voltage levels

6.3.4 The category wise CAGRs considered for the FY 2023-24 and FY 2024-25
along with rationale for LT Category have been shown in the following table.
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Table 175: CAGR considered for Sales Projections (LT Category)

CAGR e .
Consumer Category Considered Justification/Rationale
LT-1(A): LT- BPL 4% Considering the vaying CAGRs, realistic growth of 5% considered
LT-I (B) : LT-Residential( Other than BPL)
) . o Considering the varying CAGRs, realistic growth of 3%
1-100 Units 3% considered which in equivalent to 5 Yr. CAGR,;
101-300 Units 3% Considering the varying CAGRs, realistic growth of 3%

considered which in equivalent to 5 Yr. CAGR;

Considering the varying CAGRSs, realistic growth of 3%
301-500 Units 3% considered which in equivalent to 5 Yr. CAGR of Domestic
consumer category as a whole

Considering the varying CAGRs, realistic growth of 3%
above 501 Units 3% considered which in equivalent to 5 Yr. CAGR of Domestic
consumer category as a whole

LT-ll : LT- Non Residential

0-20 KW 4% Considering the varying CAGRs, realistic growth of 4%
>20-<=50 KW 4% Considering the varying CAGRs, realistic growth of 4%
>50 KW 4% Considering the varying CAGRs, realistic growth of 4%

LT-lll : LT-Public Water Works

Considering the varying CAGRs, realistic growth of 5%
0-20 KW 5% considered which in equivalent to 5 Yr. CAGR of PWW consumer
category as a whole

Considering the varying CAGRSs, realistic growth of 5%
20-<=40 KW 5% considered which in equivalent to 5 Yr. CAGR of PWW consumer
category as a whole

Considering the varying CAGRSs, realistic growth of 5%

> 40 KW 5% considered which in equivalent to 5 Yr. CAGR of PWW consumer
category as a whole

*** LT-AG-Unmetered (Pumpsets) 0% No new connections, hence 0%

LT-AG Metered (Pumpsets) 4% \5(rye(§;gQGR 8%. Reallistic growth of 4% which in equivalent to 3

LT-AG Metered (Others) 8% \S(rye;&gQGR 9%. Realistic growth of 8% which in equivalent to 3

LT V: LT Industry- Power Looms

Considering the varying CAGRSs, realistic growth of 5%

0-20 KW (Upto & including 27 HP) 8% considered which in equivalent to 5 Yr. CAGR of Powerloom
Above 20 KW (above 27 HP) % consumer category as a whole

LT V: LT Industry- General

0-20 KW (Upto & including 27 HP) 4% Considering the vaying CAGRs, realistic growth of 4% considered
Above 20 KW (above 27 HP) 4% Considering the vaying CAGRs, realistic growth of 4% considered
LT VII(A) - Public services - Govit

0-20 KW 6% CAGRs are varying, realistic growth of 6% considered

>20-50 kW 6% CAGRs are varying, realistic growth of 6% considered

>50 kW 6% CAGRs are varying, realistic growth of 6% considered

LT VII(B) - Public services - Other

0-20 KW 6% CAGRs are varying, realistic growth of 6% considered

>20-50 kW 6% CAGRs are varying, realistic growth of 6% considered

>50 kW 6% CAGRs are varying, realistic growth of 6% considered

LT VI - Street Light

Gram panchayat A, B & C Class Municipal Council 0% Negative CAGRs, hence, 0% considered

Municipal corporation Area 0% Negative CAGRs, hence, 0% considered

LT VIl EV Charging Stations 10% Considering Plan as per Maharashtra EV Policy, a realistic growth

rate of 10% has been considered
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6.4 Sales Projection for FY 2023-24 to FY 2024-25

6.4.1

6.4.2

MSEDCL submits that it has considered FY 2022-23 as the base year for
projection of sales for FY 2023-24 and FY 2024-25 (i.e., for fourth and fifth
year of the Control Period). Based on the sales for FY 2022-23 and the CAGR
as shown in above tables, MSEDCL has projected the sales for various
categories. The sales projections of HT Categories for FY 2023-24 and FY

2024-25 are shown in the following table:
Table 176: Sales Projections — Excluding DF (HT Category)

MU
Consumer Category FY 23-24 | FY 23-24 | FY 24-25 | FY 24-25
Approved | Projected | Approved | Projected
HT-I Industries 37,757 37,901 39,263 39,038
HT -1l Commercial 1,974 1,792 2,015 1,828
HT Il Railways 85 112 87 116
HT IV-PWW 1,791 1,863 1,836 1,919
HT V Agricultural 1,365 896 1,408 906
HT VI Bulk Supply (Housing Complex) 245 244 247 244
HT Temporary 6 - 6 -
HT-IX Public services 1,257 1,204 1,315 1,227
MSPGCL AUX SUPPLY 184 295 184 295
HT Ag Others 285 283 294 283
HT EV Charging Stations 11 kV - 5 - 6
HT EV Charging Stations 22 kV 0 53 0 58
Total -HT Sales 44,949 44,648 46,655 45,919

The sales projections of LT Categories for FY 2023-24 and FY 2024-25 are

shown in the following table:
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Table 177: Sales Projections — Excluding DF (LT Category)
MU
Consumer Category FY 23-24 | FY 23-24 | FY 24-25 | FY 24-25
Approved | Projected | Approved | Projected
LT Category

LT I1-BPL 52 57 55 60
LT | Domestic 26,070 26,406 27,340 27,199
LT I Non Domestic 8,565 6,196 9,274 6,444
LT Il PWW 1,047 920 1,106 970
LT IV Agriculture 28,067 34,369 28,626 35,308
LT V Powerloom 2,496 1,895 2,616 1,952
LT V Industrial General 6,164 7,487 6,462 7,712
LT VI Streetlight 2,719 1,052 2,892 1,052

LT VII- Temporary Connection 24 - 24 -

LT VIl Advertisement & Hoardings 6 - 6 -

LT IX— Crematoriums & Burial Grounds 2 - 2 -
LT X - Public services 683 754 728 795
LT EV Charging Stations 0 2 0 2
Total LT Sales 75,894 79,139 79,130 81,494
Total Sales 1,20,843 | 1,23,787 | 1,25,785| 1,27,413

6.4.3

MSEDCL further submits that the Hon’ble Commission has introduced kVAh
based billing for HT consumers with effect from 1 April 2020. So, sales in
kVAh is available for FY 2020-21 and FY 2021-22. Further, the Hon’ble
Commission has directed MSEDCL to continue maintain kWh sale for Energy
Balance. In view of the same, for the purpose of determination of revenue
from kVAh based tariff MSEDCL submits that it has considered FY 2022-23
as the base year for projection of kVAh sales for FY 2023-24 and FY 2024-25
(i.e., for fourth and fifth year of the Control Period). Based on the kVAh sales
for FY 2022-23 and category wise CAGR considered as shown in above
tables, MSEDCL has projected the kVAh sales for various categories.

6.5 Sales Projection for Distribution Franchisees for FY 2023-24 to FY 2024-

6.5.1

25

As noted by the Hon’ble Commission in MYT Order at the time of MYT
process, MSEDCL was in advanced step/stage to introduce franchisee in

MSEDCL

January 23

231




/\ Final True Up For FY 2019-20, FY 2020-21, & FY 2021-22

MAHAVITARAN Provisional True Up for FY 2022-23 and
SRR Revised Projections & Tariff For FY 2023-24 to FY 2024-25
Main Petition

other areas, and hence, the Hon’ble Commission while projecting sales has
only considered Bhiwandi Franchisee and not factored in the impact of other
franchisee. Further, the Hon’ble Commission opined that the same can be
done at MTR stage based on actual basis. MSEDCL has already submitted
the details of franchisee viz., Bhiwandi DF, Thane DF — SMK area and
Malegaon DF and submits that it has sales projected for aforementioned DF’s
for FY 2023-24 to FY 2024-25.

6.5.2 MSEDCL further submits that in Form “F1 MSEDCL Yearly Sales Forecast”,
MSEDCL has shown category wise sales of MSEDCL including Distribution
Franchisee. The category wise sales for Distribution Franchisee have been
calculated in the respective form using the same methodology and the CAGR
for respective category used for MSEDCL.

6.5.3 Details of month wise sales are given in Form 1 of the Regulatory Formats.

6.6 Approach for number of consumers Projections

6.6.1 MSEDCL submits that, similar to sales projections, MSECDL has also
adopted the historical trend method for projecting category wise no. of
consumers for MSEDCL. The break-up of category wise number of
consumers and 5 year CAGR is for the period between FY 2016-17 to FY
2021-22 while 3 year CAGR is for the period between FY 2018-19 to FY
2021-22 whereas year-on-year growth rate is for FY 2021-22 over FY 2020-
21. Wherever it is observed that the trend is unreasonable or unsustainable,
the growth factors have been corrected to arrive at more realistic projections.

6.6.2 Historical trend in number of consumers in HT category for MSEDCL
(including DF) is given in following table.
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Table 178: Historical Growth and CAGR No. of Consumers (HT Category)

5Year | 3Year | Y-oY

Category FY 16-17| FY 17-18 | FY 18-19| FY 19-20 | FY 20-21 | FY 21-22 CAGR | CAGR | Growth

HT-I Industries 13,560 13,998 14,353 | 14,614 | 14,954 | 14,945 2% 1% 0%
HT-Il Commercial 3,098 3,137 3,165 3,242 3,125 3,076 0% -1% 2%
HT Il Railways 24 79 82 88 93 101 33% 7% 9%
HT IV-PWW 995 967 983 1,004 1,026 1,027 1% 1% 0%
HT V Agricultural 1,430 1,435 1,446 1,463 1,468 1,419 0% -1% -3%
HT VI Bulk Supply (Housing Comple 248 242 266 266 265 262 1% -1% -1%
HT Temporary 10 11 11 29 - - 0% 0% 0%
HT-IX Public services 1,261 1,313 1,357 1,405 1,479 1,517 4% 4% 3%
MSPGCL AUX SUPPLY 28 28 27 27 28 28 0% 1% 0%
HT EV Charging Stations 11 KV - - - 1 3 2 0% 0% -33%
HT EV Charging Stations 22 KV - - 2 2 2 4 0% 0% 100%
Total -HT Consumers 20,654 21,210 21,692 | 22,141 22,440 | 22,381 2% 1% 0%

6.6.3 Historical trend in number of consumers in LT category for MSEDCL
(including DF) is given in following table.

Table 179: Historical Growth and CAGR No. of Consumers (LT Category)

5Year | 3 Year |Y-oY
Category FY 16-17 FY 17-18 FY 18-19 FY 19-20 FY 20-21 FY 21-22 cAGR | caGR |Growth
LT Category
LT I-BPL 2,09,731 1,76,998 3,50,243 3,74,631 3,03,229 2,29,668 2% -13% -24%
LT | Domestic 1,80,24,487 | 1,86,32,604 | 1,94,27,851 2,03,78,279 | 2,09,86,022 | 2,13,13,414 3% 3% 2%
LT I Non Domestic 17,56,626 18,37,478 19,04,557 19,88,489 20,44,058 20,56,116 3% 3% 1%
LT ll PWW 51,833 51,671 52,808 54,880 56,057 56,108 2% 2% 0%
LT IV Agriculture 41,083,781 41,79,004 42,44,685 43,20,830 43,82,159 45,12,918 2% 2% 3%
LT V Powerloom 81,682 73,178 67,653 57,644 58,491 56,864 7% -6% -3%
LT V Industrial General 3,16,776 3,07,183 3,15,673 3,45,753 3,72,968 3,81,297 4% 6% 2%
LT VI Streetlight 91,293 93,798 96,466 99,322 1,01,296 1,02,641 2% 2% 1%
LT VII- Temporary Connection 2,640 3,673 6,028 10,748 - - 0% 0% 0%
LT VIl Advertisement &
Hoardings 2,527 2,543 2,742 3,163 0% 0% 0%
LT IX— Crematoriums & Burial
Grounds 180 244 229 268 - - 0% 0% 0%
LT X- Public services 83,487 92,691 1,04,129 1,18,667 1,28,319 1,34,260 10% 9% 5%
LT EV Charging - - - 28 66 145 0% 0% 120%
LT Prepaid 13,071 12,097 10,809 9,467 12,670 7,454 1% -12% -4 %
Total LT Consumers 2,47,38,114 | 2,54,63,162 | 2,65,83,873 | 2,77,62,169 | 2,84,45,335 | 2,88,50,885 3% 3% 1%
Total Consumers 2,47,58,768 | 2,54,84,372 | 2,66,05,565 | 2,77,84,310 | 2,84,67,775 | 2,88,73,266 3% 3% 1%

6.7 CAGR considered for Projection of number of consumers

6.7.1

MSEDCL has considered CAGR methodology for projections. Wherever it is

observed that the trend is unreasonable or unsustainable, the growth rate has
been corrected to arrive at more realistic projections considering year on year

growth rate.

6.7.2 Following table provide the CAGRs considered for projecting the number of
consumers for the FY 2023-24 and FY 2024-25 along with rationale.
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Table 180: CAGR considered for number of consumers Projections (HT Category)

Category COEI:SAigeF:‘e d Justification/Rationale
HT-IND 11 KV 1% 3 Year CAGR of category as a whole considered
HT-IND 22 KV 1% 3 Year CAGR of category as a whole considered
HT-IND 33 KV 1% 3 Year CAGR of category as a whole considered
HT-IND EHV 1% 3 Year CAGR of category as a whole considered
HT-COMM 11 KV 1% Realistic growth of 1% considered

HT-COMM 22 KV 1% Realistic growth of 1% considered

HT-COMM 33 KV 1% Realistic growth of 1% considered

HT-COMM EHV 1% Realistic growth of 1% considered

HT RAILWAY/METRO/MONO 11 KV 4% 3 & 5 year CAGR quite high. Realistic growth of 4%
HT RAILWAY/METRO/MONO 22 KV 4% 3 year CAGR considered

HT RAILWAY/METRO/MONO 33 KV 4% 3 year CAGR quite high. Realistic growth of 4%

HT RAILWAY/METRO/MONO EHV 4% Realistic growth of 4% considered

HT-PWW 11 KV 1% 3 year CAGR of category as a whole considered
HT-PWW 22 KV 1% 3 year CAGR of category as a whole considered
HT-PWW 33 KV 1% 3 year CAGR of category as a whole considered
HT-PWW EHV 1% 3 year CAGR of category as a whole considered
HT-AGRICULTURE 11 KV 1% 3 & 5 year CAGR negative. Realistic growth of 1%
HT-AGRICULTURE 22 KV 1% 3 year CAGR negative. Realistic growth of 1%
HT-AGRICULTURE 33 KV 1% 3 year CAGR considered

HT-AGRICULTURE EHV 1% 3 year CAGR quite high. Realistic growth of 1% considered
HT-AGRICULTURE OTHERS 11 KV 2% 5 year CAGR negative. 3 year CAGR considered
HT-AGRICULTURE OTHERS 22 KV 2% 3 year CAGR considered

HT-AGRICULTURE OTHERS 33 KV 2% Realistic growth of 2%

HT-GROUP HOUSING 11 KV 1% 5 year CAGR negative. Realistic growth of 1%
HT-GROUP HOUSING 22 KV 1% 5 year CAGR negative. Realistic growth of 1%
HT-GROUP HOUSING 33 KV 1% Realistic rate of 1% considered

HT-PUBLIC SER.-GOVT 11 KV 2% 5 Year CAGR considered

HT-PUBLIC SER.-GOVT 22 KV 2% Realistic rate of 2% considered

HT-PUBLIC SER.-GOVT 33 KV 2% Realistic rate of 2% considered

HT-PUBLIC SER.-OTHER 11 KV 2% Y-o0-Y growth rate of category as a whole considered
HT-PUBLIC SER.-OTHER 22 KV 2% Y-0-Y growth rate of category as a whole considered
HT-PUBLIC SER.-OTHER 33 KV 2% Y-o0-Y growth rate of category as a whole considered
HT-PUBLIC SER.-OTHER EHV 2% Y-o0-Y growth rate of category as a whole considered
HT-EV CHARGING STATIONS 11 KV 10% 10% growth considered

HT-EV CHARGING STATIONS 22 KV 10% 10% growth considered
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Table 181: CAGR considered for number of consumers Projections (LT Category)

Consumer Category Cog:i(ci;::-e d Justification/Rationale

LT Category

LT-1(A):LT-BPL 2% 3 year CAGR negative. 5 Year CAGR considered

LT-1(B) : LT-Residential( Other than BPL) 3% 3 year CAGR considered

LT-Il : LT- Non Residential

0-20 KW 3% 5 year CAGR considered

220-<250 KW 3% 3 ye;r CAGR negative. 5 Year CAGR of category as a whole
considered

S50 KW 3% 3 &5 year QAGR coming high. 5 Year CAGR of category as a
whole considered

LT-lll : LT-Public Water Works

0-20 KW 2% 3 year CAGR considered

20-<=40 KW 2% 3 year CAGR considered

- 40 KW 29, 3 &5 year _CAGR coming high. 3 Year CAGR of category as a
whole considered

LT-IV: LT-Agriculture

*** LT-AG-Unmetered (Pumpsets) 0% 5 Year CAGR considered

LT-AG Metered (Pumpsets) 2% Y-0-Y growth rate Considered

LTV :LT Industry- Power Looms

0-20 KW (Upto & including 27 HP) 0% 3 & 5 year CAGR negative. Realistic growth of 0%

Above 20 KW (above 27 HP) 0% 3 & 5 year CAGR negative. Realistic growth of 0%

LTV : LT Industry- General

0-20 KW (Upto & including 27 HP) 4% 3 ye;r CAGR quite high. 5 Year CAGR of category as a whole
considered

Above 20 KW (above 27 HP) 4% 3 ye;r CAGR quite high. 5 Year CAGR of category as a whole
considered

LT VII(A) - Public services - Govt

0-20 KW 10% 5 year CAG_R of this slab quite high. 5 Year CAGR of category as a
whole considered

o 3 & 5 year CAGR individual slabs coming quite high. Realistic

>20-50 kW 10% growth of 10% considered in line with 5 year CAGR of category as

>50 kW 10% a whole considered.

LT VII(B) - Public services - Other

0-20 KW 10% Realistic growth of 10% considered

>20-50 kW 10% 3 & 5 year CAGR individual slabs coming quite high. Realistic

S50 KW 10% growth of 10% considered in line with 5 year CAGR of category as
a whole considered.

Street Light (LT-VI)

Grampanchayat A, B & C Class Municipal Council 2% 5 Year CAGR of category as a whole considered

Municipal corporation Area 2% 5 Year CAGR of category as a whole considered

L.T. EV Charging Stations 10% 10% growth considered

6.7.3 MSEDCL submits that presently and for future period also, it has sufficient
power availability. Considering this, MSEDCL has taken an optimistic view
and considered positive or zero growth for most of the categories.

6.8 Number of consumer Projections for FY 2023-24 to FY 2024-25

6.8.1 MSEDCL submits that it has considered FY 2022-23 (September 2022
figures) as the base number for projection of number of consumers (excluding
DF). Based on the number of consumers for FY 2022-23 (September 2022
figures) and the CAGR as shown in the above tables, MSEDCL has projected
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6.9 Approach for Connected Load/ Contract Demand Projection for FY 2023-

6.9.1

the number of consumers (excluding DF) for various categories for FY 2023-

24 to FY 2024-25 as shown in the following tables:
Table 182: No. of consumers projections (HT category) for FY 2023-24 & FY 2024-25

Category FY 23-24 | FY 24-25

Projected | Projected

HT-l Industries 15,285 15,496
HT-Il Commercial 3,197 3,231
HT Il Railways 113 120
HT IV-PWW & STP 1,042 1,051
HT V Agricultural 1,428 1,452
HT VI Bulk Supply (Housing Complex) 254 258
HT-VIIl Public services 1,566 1,598
MSPGCL AUX SUPPLY 28 28
HT EV Charging Stations 11 kV 5 7
HT EV Charging Stations 22 kV 10 13
Total -HT Consumers 22,928 23,254

Table 183: No. of consumers projections (LT category) for FY 2023-24 & FY 2024-25

Category FY 23-24 FY _24-25
Projected Projected
LT Category
LT I-BPL 1,94,960 1,98,534
LT | Domestic 2,03,03,905 | 2,09,13,023
LT Il Non Domestic 19,75,301 20,38,484
LT Il PWW 55,071 56,175
LT IV Agriculture 42,92,730 43,35,613
LT V Powerloom 34,424 34,424
LT V Industrial General 3,22,879 3,35,076
LT VI Streetlight 99,477 1,01,837
LT VII - Public services 1,20,148 1,32,153
LT EV Charging Stations 525 919
LT Prepaid 10,334 10,334
Total LT Consumers 2,74,09,754 | 2,81,56,572
Total Consumers (Ex.Franchise) 2,74,32,682 | 2,81,79,826

24 to FY 2024-25

MSEDCL submits that, similar to sales and no. of consumer’s projections,
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MSEDCL has also adopted the historical trend method for projecting category
wise no. of consumers of MSEDCL. The break-up of category wise load and
the 5 year and 3 year CAGR as well as year-on-year growth rates for the
period FY 2021-22 over FY 2016-17 is provided in the below table. Wherever
it is observed that the trend is unreasonable or unsustainable, the growth
rates have been corrected to arrive at more realistic projections.

6.9.2 Historical trend in Load/ Contract Demand in HT Category for MSEDCL

(Excluding DF) is given in the following table.
Table 184: Historical Growth & CAGR connected load/ Contract Demand (HT category)

kVA
5Year | 3Year |Y-oY

Category FY 16-17 | FY 17-18 | FY 18-19 | FY 19-20 | FY 20-21 FY 21-22 CAGR | CAGR |Growth
HT-l Industries 71,89,906 | 74,33,649 | 80,25,688 | 76,31,933 | 84,91,857 88,50,694 4% 3% 4%
HT-lIl Commercial 5,69,980 | 5,46,765| 5,51,307 | 5,02,572 4,65,127 5,568,151 0% 0% 20%
HT Illl Railways 4,678 27,960 15,639 19,577 21,614 26,874 42% 20% 24%
HT IV-PWW 2,81,579| 2,86,229 | 2,93,325| 2,97,586 3,05,429 3,18,404 2% 3% 4%
HT V Agricultural 4,49,457 | 4,26,420 | 4,29,748 | 4,65,830 4,93,152 4,75,576 1% 3% -4%
HT VI Bulk Supply (Housing
Complex) 53,240 50,610 53,235 52,085 50,642 54,077 0% 1% 7%
HT Temporary 1,059 1,666 2,528 6,521 - - 0% 0% 0%
HT-IX Public services 2,60,319 | 2,54,829 | 2,55,751 2,41,247 2,38,630 2,95,596 3% 5% 24%
MSPGCL AUX SUPPLY 1,05,477 80,504 80,156 75,230 61,379 2,40,724 0% 0% 0%
HT EV Charging Stations 11 K - - - 343 1,030 391 0% 0% -62%
HT EV Charging Stations 22 K - - 1,004 4,721 4,028 9,854 0% 114% 145%
Total -HT Consumers 89,15,695 | 91,08,632 | 97,08,381 | 92,97,645 | 1,01,32,888 | 1,08,30,341 4% 4% 7%

6.9.3 Historical trend in Load/ Contract Demand in LT Category for MSEDCL
(Excluding DF) is given in the following table.
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Table 185: Historical Growth & CAGR connected load/ Contract Demand (LT category)

5Year | 3Year |Y-oY

Category Unit FY 16-17 FY 17-18 FY 18-19 FY 19-20 FY 20-21 FY 21-22 CAGR | CAGR |Growth
LT-1 (A): LT- BPL Kw 21,245 18,547 40,892 45,163 36,496 27,895 6% -12% -24%
LT-I (B) : LT-Residential( Other

than BPL) KW 1,81,57,853 | 1,91,66,744 | 2,06,30,120 | 2,17,22,477 | 2,24,54,020 | 2,32,28,744 5% 4% 3%
LT-Il : LT- Non Residential

0-20 KW KW 30,54,712 33,69,377 35,95,050 36,62,820 36,91,685 37,77,323 4% 2% 2%
>20-<=50 KW KVA 2,93,322 2,84,148 3,30,884 2,98,523 2,92,153 3,31,106 2% 0% 13%
>50 KW KVA 1,66,400 1,68,071 2,04,873 2,04,774 2,07,524 2,65,723 10% 9% 28%
LT-lll : LT-Public Water Works

0-20 KW KVA 89,518 94,077 95,242 94,364 95,294 1,03,176 3% 3% 8%
20-<=40 KW KVA 1,138,720 20,012 23,954 25,401 27,799 29,584 -24% 7% 6%
> 40 KW KVA 14,521 14,179 29,826 28,551 33,494 37,383 21% 8% 12%
*** LT-AG-Unmetered (Pumpsets) 78,32,128 75,39,611 74,22,998 73,67,595 75,14,426 79,03,903 0% 2% 5%
LT-AG Metered (Pumpsets) HP 1,27,02,129 | 1,35,37,093 | 1,40,68,615| 1,44,97,380 | 1,47,88,803 | 1,49,63,501 3% 2% 1%
LT-AG Metered (Others) HP 1,27,893 1,43,024 3,09,471 3,42,213 2,12,829 2,49,688 14% 7% 17%
LT V(A) : LT Industry- Power

Looms

0-20 KW (Upto & including 27 HP) KW 1,84,446 1,82,964 1,82,179 1,39.817 1,38,532 1,33,734 -6% -10% -3%
Above 20 KW (above 27 HP) KVA 1,80,153 1,85,858 2,19,882 2,28,658 2,52,104 2,655,155 7% 5% 1%
LT V(B) : LT Industry- General

0-20 KW (Upto & including 27 HP) KW 20,20,358 19,37,360 19,95,328 22,22,240 24,17,044 25,16,915 4% 8% 4%
Above 20 KW (above 27 HP) KVA 14,25,584 13,50,857 16,46,183 17,96.444 19,93,245 21,45,026 9% 9% 8%

Street Light (LT-VI)

Grampanchayat A, B & C Class

Municipal Council KW 2,04,399 1,96,144 1,96,761 1,99,598 1,99.828 2,60,694 5% 10% 30%
Municipal corporation Area KW 1,79,931 1,91,497 1,99,560 2,05,105 2,07,694 2,24,642 5% 4% 8%
Temporary Connection (LT-VII) KW

Temporary Connection (Religious) KW 3,294 2,717 4,224 6,976 - - -100% -100% 0%
Temporary Connection (Other

Purposes) KW 12,443 15,414 25,638 44,015 - - -100%| -100% 0%
LT-VIil : LT-Advertisements &

Hordings KW 6,281 6,464 6,599 7,599 - - -100% -100% 0%
LT-IX : LT-Crematorium and Burial

Grounds KW 1,446 1,608 1,743 2,137 - - -100% -100% 0%
LT X - Public services - Govt

0-20 KW KW 21,140 26,379 41,284 49,296 56,001 57,201 22% 11% 2%
>20-50 kW KVA 2,562 3,291 4,326 4,959 5,895 6,382 20% 14% 8%
>50 kW KVA 2,785 2,734 3,719 3,804 5,119 8,854 26% 34% 73%
LT X - Public services - Other

0-20 KW KW 1,32,980 1,50,619 1,569,127 1,80,102 2,01,551 2,28,179 11% 13% 13%
>20-50 kW KVA 25,870 27,833 33,221 35,643 36,413 47,295 13% 12% 30%

>50 kW KVA 23,631 28,080 34,490 37,584 38,476 55,029 18% 17% 43%

LT EV Charging - 144 382 469 1,308 0% 109% 179%

6.10 CAGR considered for Connected Load/ Contract Demand Projection

6.10.1 Similar to sales and no. of consumer’s, MSEDCL has used the CAGR
methodology for projecting the connected load, biling demand/ contract
demand. Wherever it is observed that the trend is unreasonable or
unsustainable, the growth rates have been corrected too arrive at more
realistic projections

6.10.2 Following tables shows the CAGR considered for projection of connected
load, billing demand/ contract demand.
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Table 186: CAGR considered for Contract Demand Projections (HT category)

Category CA.GR
Considered
HT-IND 11 KV 1%
HT-IND 22 KV 1%
HT-IND 33 KV 1%
HT-IND EHV 1%
HT-COMM 11 KV 2%
HT-COMM 22 KV 2%
HT-COMM 33 KV 2%
HT-COMM EHV 2%
HT RAILWAY/METRO/MONO 11 KV 5%
HT RAILWAY/METRO/MONO 22 KV 5%
HT RAILWAY/METRO/MONO 33 KV 5%
HT RAILWAY/METRO/MONO EHV 5%
HT-PWW 11 KV 2%
HT-PWW 22 KV 2%
HT-PWW 33 KV 2%
HT-PWW EHV 2%
HT-AGRICULTURE 11 KV 1%
HT-AGRICULTURE 22 KV 1%
HT-AGRICULTURE 33 KV 1%
HT-AGRICULTURE EHV 1%
HT-GROUP HOUSING 11 KV 1%
HT-GROUP HOUSING 22 KV 1%
HT-GROUP HOUSING 33 KV 1%
HT-GROUP HOUSING EHV 0%
HT-PUBLIC SER.-GOVT 11 KV 5%
HT-PUBLIC SER.-GOVT 22 KV 5%
HT-PUBLIC SER.-GOVT 33 KV 5%
HT-PUBLIC SER.-GOVT EHV 0%
HT-PUBLIC SER.-OTHER 11 KV 3%
HT-PUBLIC SER.-OTHER 22 KV 3%
HT-PUBLIC SER.-OTHER 33 KV 3%
HT-PUBLIC SER.-OTHER EHV 3%

MSEDCL January 23 239



/\ Final True Up For FY 2019-20, FY 2020-21, & FY 2021-22

MAHAVITARAN Provisional True Up for FY 2022-23 and
SRR Revised Projections & Tariff For FY 2023-24 to FY 2024-25
Main Petition

Table 187: CAGR considered for Connected load/ Contract Demand Projections (LT

category)
Category .
Considered

LT-1(A): LT- BPL 5%
LT-1(B) : LT-Residential( Other than BPL) 5%
LT-Il: LT- Non Residential
0-20 KW 4%
>20-<=50 KW 4%
>50 KW 4%
LT-lll : LT-Public Water Works
0-20 KW 2%
20-<=40 KW 2%
> 40 KW 2%
LT-AG Metered (Pumpsets) 2%
LT-AG Metered (Others) 5%
LT V: LT Industry- Power Looms
0-20 KW (Upto & including 27 HP) 0%
Above 20 KW (above 27 HP) 5%
LT V: LT Industry- General
0-20 KW (Upto & including 27 HP) 4%
Above 20 KW (above 27 HP) 4%
LT VII(A) - Public services - Govt
0-20 KW 6%
>20-50 kW 6%
>50 kKW 6%
LT VII(B) - Public services - Other
0-20 KW 6%
>20-50 kW 6%
>50 KW 6%
LT EV Charging 10%

6.11 Connected Load Projections

6.11.1 MSEDCL submits that based on the connected load/ contract demand or
provisional billing demand for FY 2021-22 and the CAGRs as shown in above
tables, MSEDCL has projected the connected load/contract demand for
various categories (excluding DF) for the period as shown in the following
table:
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Table 188: Connected load/ Contract Demand Projections (HT category)

kVA
Category FY 23-24 FY 24-25
Projected Projected
HT-I Industries 90,28,601 91,18,891
HT-Il Commercial 5,80,705 5,92,321
HT Ill Railways 29,633 31,117
HT IV-PWW 3,34,452 3,42,778
HT V Agricultural 4,89,518 4,96,678
HT VI Bulk Supply (Housing
Complex) 54,649 54,937
HT-VIIl Public services 3,14,962 3,25,168
MSPGCL AUX SUPPLY 2,40,724 2,40,724
HT EV Charging Stations 11 kV 424 441
HT EV Charging Stations 22 kV 10,659 11,086
Total -HT Consumers 1,10,84,327 | 1,12,14,141

MSEDCL

January 23

241



X

MAHAVITARAN

Maharashtra State Electricity Distribution Co. Ltd

Final True Up For FY 2019-20, FY 2020-21, & FY 2021-22
Provisional True Up for FY 2022-23 and

Revised Projections & Tariff For FY 2023-24 to FY 2024-25
Main Petition

Table 189: Connected load/ Contract Demand Projections (LT category)

Category Unit fil#23:21 FY 24-25
Projected Projected
LT-1 (A): LT- BPL kW 30,756 32,294
LT-1 (B) : LT-Residential( Other than BPL) kW 2,56,09,692 2,68,90,177
LT-Il : LT- Non Residential
0-20 KW kW 40,85,553 42,48,976
>20-<=50 KW kVA 3,58,126 3,72,452
>50 KW kVA 2,87,407 2,98,904
LT-lll : LT-Public Water Works
0-20 KW kVA 1,07,586 1,09,861
20-<=40 KW kVA 30,849 31,502
> 40 KW kVA 38,981 39,806
LT-IV: LT-Agriculture
*** LT-AG-Unmetered (Pumpsets) HP 79,03,904 79,03,904
LT-AG Metered (Pumpsets) HP 1,55,68,027 1,58,79,388
LT-AG Metered (Others) HP 2,75,282 2,89,047
LTV : LT Industry- Power Looms
0-20 KW (Upto & including 27 HP) kW 1,33,735 1,338,735
Above 20 KW (above 27 HP) kVA 2,81,309 2,95,375
LTV : LT Industry- General
0-20 KW (Upto & including 27 HP) kW 27,22,295 28,31,187
Above 20 KW (above 27 HP) kVA 23,20,061 24,12,864
Street Light (LT-VI)
Grampanchayat A, B & C Class Municipal Counc kW 2,87,416 3,01,787
Municipal corporation Area kW 2,47,668 2,60,052
LT VII(A) - Public services - Govt
0-20 KW kW 64,271 68,128
>20-50 kW kVA 7,171 7,602
>50 kW kVA 9,949 10,546
LT VII(B) - Public services - Other
0-20 KW kW 2,56,382 2,71,765
>20-50 kW kVA 53,141 56,330
>50 kW kVA 61,831 65,541
LT EV Charging kVA 1583 1742

6.12 Segregation of Wires and Supply Business

6.12.1 MSEDCL submits that Regulation 71 of the MYT Regulations, 2019 provides
that ARR of the Distribution Licensee shall be apportioned between the
Distribution Wires Business and Retail Supply Business in accordance with
the allocation matrix.

“7/1  Separation of Accounts of Distribution Licensee

Every Distribution Licensee shall maintain separate accounting records for the
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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:

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.”

6.12.2 MSEDCL has segregated the expenses based on the allocation matrix as
provided in the MYT Regulations, 2019 which is reproduced below for ready

reference.
Table 190: Segregation of Retail Supply and Wires Business Expenses

Particulars Distribution Wires Retail Supply

Business (%) Business (%)
Power Purchase Expenses 0% 100%
Inter-State Transmission Charges 0% 100%
Intra-State Transmission Charges 0% 100%
Operation & Maintenance Expenses 65% 35%
Depreciation 90% 10%
Interest on Long-term Loan Capital 90% 10%
Interest on Working Capital 10% 90%
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. Distribution Wires Retail Supply
Particulars Business (%) Business (%)
Interest on  Consumer  Security 10% 90%
Deposits
Provision for Bad & Doubtful Debts 10% 90%
Income Tax 90% 10%
Contribution to Contingency Reserves 90% 10%
Return on Equity 90% 10%
Non-Tariff Income 10% 90%

6.13 Estimation of ARR for FY 2023-24 to FY 2024-25

6.13.1 MSEDCL submits that the components for the calculation of total expenses
for the Aggregate Revenue Requirement for the period FY 2023-24 to FY
2024-25 are as follow:

e Power Purchase expenses

e Intra-State Transmission Charges

e Operation & Maintenance expenses

e Interest on Loan and Financial Charges
e Depreciation

¢ Interest on Working Capital

e Contribution to Contingency Reserves
e Provision for Bad and doubtful debts

e Return on Equity

e Income Tax

6.14 Power Purchase Expenses for FY 2023-24 to FY 2024-25

6.14.1 MSEDCL has following sources of firm power viz.
e Maharashtra State Power Generation Company Limited (MSPGCL)
e Purchase from Central Generating Stations
e |PPs (JSW (Ratnagiri), Mundra UMPP CGPL, Adani Power Limited,
Rattanindia Limited, Emco Power Limited etc.)

6.14.2 MSEDCL also buys power from other sources such as Sardar Sarovar and
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Pench Hydro project, renewable sources including co-generation, wind power
and solar generation.

6.14.3 In addition to the above sources, in case of any shortfall from approved
sources, when demand exceeds availability or for cost optimization, MSEDCL
may also purchase the power from exchange/Traders or other sources at the
market price through competitive bidding in accordance with the Guidelines of
MoP.

6.15 Assumptions for power purchase for FY 2023-24 to FY 2024-25

6.15.1 MSEDCL submits that it procures power from different sources on Merit Order
Despatch Principle for optimum utilization of the sources at least cost. For
projection of availability, MSEDCL has considered the entire power available
for all the tied-up sources during this period to meet the demand. Considering
the capacity available and the demand projection, no power procurement from
Traders or power exchange in projected for the period FY 2023-24 to FY
2024-25. However, it is submitted that MSEDCL had tied up power from short
term sources during April 2023 in case it withesses similar contingency which
it witnessed in April 2022, for which it has already got approval from Hon’ble
Commission vide Order dated 30 August, 2022 in Case No. 148 of 2022. It is
submitted that the though the situation of coal availability has improved in the
past few months and it is expected that such a contingency may not rise in the
months of April and May 2023, it is submitted that the Hon’ble Commission
may allow MSEDCL to procure power at the rate approved vide Order dated
30 August, 2022 in Case No. 148 of 2022 in case it is compelled to procure
power from short term sources due to coal shortfall/unavailability of sources or
unexpected increase in demand during peak months.

6.15.2 Further, a realistic approach has been adopted in projecting the power
purchase availability based on the actual availability and considering
upcoming projects in the period FY 2023-24 to FY 2024-25.

6.15.3 For estimating the power purchase cost, merit order despatch principles have
been considered. As per the provisions of MYT Regulations, 2019, MSEDCL
has projected the monthly power requirement using the monthly sales
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projections and applying monthly MOD. The fixed charges have been
considered based on the availability assumed for each of the plants. For those
stations where normative availability is considered, full fixed (capacity)
charges have been considered. Also, fixed charges of those plants have also
been considered which are available but not coming under the MoD stack.
The variable charges corresponding to the cheaper sources of power have
been considered, whereas no variable charges have been considered in
respect of energy not scheduled for power purchase (according to the merit
order despatch principles).

6.15.4 For power procurement from competitive bidding route, the tariff has been
considered based on the rate quoted for respective years as per the terms of
the PPA with the escalation based on the CERC rates, wherever applicable.
However, it is observed that the rates discovered in PPA’s are no longer
applicable in actual case and all the IPP’s have made ‘Change in Law’ claims
due to various factors such as taxes and duties/coal shortfall etc. Owing to
this, the energy rate considered in MoD stock for projecting power purchase
for FY 2023-24 and FY 2024-25 is no longer the discovered rare of PPA.
Accordingly, MSEDCL has considered the additional cost of ‘Change in Law’
over and above the rate discovered in PPA’s for working out the MoD stack.
Accordingly, power purchase quantum and cost is arrived from IPP’s.

6.16 Assumptions for power purchase for FY 2023-24 to FY 2024-25

6.16.1 Projection for FY 2023-24 and FY 2024-25
A) MSPGCL Stations
MSEDCL has considered the quantum of energy available for sale from
MSPGCL stations based on the contracted capacity of each station and
average month wise actual availability for last 3 years. The auxiliary
consumption is considered as approved by Hon’ble Commission in MYT
Order.

The variable cost for FY 2023-24 and FY 2024-25 is worked out considering
estimated variable cost considered for H2 of FY 2022-23 for each station and
escalated the same by CAGR for last 4 years (i.e. FY 2017-18 to FY 2021-
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22).

The fixed cost is considered same as that approved by the Hon'ble
Commission in MYT Order for FY 2023-24 and FY 2024-25.

B) NTPC Stations

MSEDCL has considered the quantum of energy available for sale from NTPC
stations based on the contracted capacity of each station and normative
availability for each of the stations. The auxiliary consumption is considered
as approved by Hon’ble Commission in MYT Order. MSEDCL has considered
PGCIL Loss of 3.10% on the ex-bus energy to arrive at the total energy
available at State Periphery.

The variable cost for FY 2023-24 and FY 2024-25 is considered based on
estimated variable cost considered for H2 of FY 2022-23 and escalated the
same by CAGR for last 4 years (i.e. FY 2017-18 to FY 2021-22).

The fixed cost is considered in line with the fixed cost approved by Hon’ble
Commission in MYT Order dated 30" March 2022 for each of the stations.

C) IPP Stations

MSEDCL has considered the quantum of energy available for sale from IPPs
based on the contracted capacity of each station and normative availability
approved by Hon’ble commission in MYT Order. The auxiliary consumption is
also considered as approved by Hon’ble Commission in MYT Order.

The variable rates are considered based on the quoted escalable and non-
escalable rates of the respective IPPs for FY 2023-24 and FY 2024-25. As
discussed earlier, MSEDCL has also considered the impact of transportation
and taxes and duties in addition to the discovered rate in PPA on similar lines
as considered in H2 of FY 2022-23.

Further, in case of APML stations (4 units) and RIPL stations (2 units),
additional impact of ‘Change in Law’ with respect to Coal shortfall is also
worked out considering the same rate as estimated for H2 of FY 2022-23).
The rate on account of ‘Change in Law’ claims due to coal shortfall is kept
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same for projecting rate of both the years.

Impact of MoP direction for blending of 6% imported coal

As discussed in Chapter for Provisional True-up of FY 2022-23, MSEDCL has
already considered the impact of blending of 6% imported coal in the rates
projected for H2 of FY 2022-23 and hence for FY 2023-24 and FY 2024-25 for
MSPGCL and NTPC stations.

Similarly, in case of APML and RIPL stations, the impact of imported coal
blending is already taken into account for rates projected for FY 2023-24 and
FY 2024-25.

GMR Warora

As discussed in previous Chapter, the variable rate has been increased by
Rs. 0.3680 per unit for FY 2023-24 and subsequently for FY 2024-25 to take
into account the impact of imported coal blending.

Sai Wardha

As discussed in previous Chapter, the variable rate has been increased by
Rs. 0.3237 per unit for FY 2023-24 and subsequently for FY 2024-25 to take
into account the impact of imported coal blending

Further, it is submitted that in case of CGPL and JSW, the variable rates
excluding imported coal rates are escalated by CAGR of last 5 years for
projecting rates for FY 2023-24 and FY 2024-25.

The variable cost for each month of FY 2023-24 and FY 2024-25 is hence
considered based on the variable rate derived as discussed in above
paragrapahs.

The fixed cost of all IPPs is considered based on the quoted non-escalable
capacity charges of respective IPPs for FY 2023-24 and FY 2024-25 in their

respective PPA.

D) Renewables
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MSEDCL has considered the net purchase from Renewable sources (i.e.
Wind, Solar, Biogas, Biomass, MSW and Small Hydro) based on the actual
trend in generation seen in the last 3-4 years in each of the sources. MSEDCL
has considered the actual CUF for FY 2021-22 for each of the sources and
computed expected generation in FY 2023-24 and FY 2024-25 based on
expected addition in RE capacity during this period.

The variable rates considered for Renewable sources are the weighted
average rates of all generators having PPA with MSEDCL. For estimating
rates for FY 2023-24 and FY 2024-25, MSEDCL has also taken in to account
the contracted capacity which are planned to be commissioned in the next 2
years. The following Table shows the capacity addition plan from FY 2022-23
to FY 2024-25 for each of the RE sources

In MW
Particulars FY 22-23 | FY 23-24 | FY 24-25

Solar (MW) 4351 6933 8448
Wind (MW) 3988 3865 3902
Bagasse (MW) 2931 3000 3000
Biomass (MW) 87 77 77
MSW (MW) 4 17 17
SHP (MW) 332 334 334

E) Inter State Transmission Charges

MSEDCL has considered the PGCIL charges same as that approved by
Hon’ble Commission for FY 2023-24 and FY 2024-25 in MYT Order dated
30"™ March 2020. It is submitted that MSEDCL has not claimed any
additional amount with respect to notification of CERC (Connectivity and
General Network Access to the inter-State Transmission System)
Regulations, 2022 and CERC (Sharing of Inter-State Transmission
Charges and Losses) Regulations, 2022. However, it is submitted that the
additional charges if any may be approved by the Hon’ble Commission as
it deemed appropriate.

F) Impact on ECR due to installation Emission Control System (ECS)
including Flue Gas Desulfurization (FGD):
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The Ministry of Environment, Forest and Climate Change, Government of
India (MoEFCC) on 07.12.2015, has notified the Environment (Protection)
Amendment Rules, 2015 (MoEFCC Notification) which mandates that all
thermal power plants are required to comply with the revised emission
norms as specified in the MOEF Notification to control the SO2 by
installation of Flue Gas De-sulphurizer (FGD) and NOx by Combustion
Modification System. Accordingly, Hon’ble CERC has accorded in-
principle approval of capital cost for installation of ECS and further,
directed generators to file separate petitions for determination of tariff after
implementation of the revised ECS as per provisions in Tariff Regulation,
2019. Further, Hon’ble MERC ordered that additional capital and operation
expenditure and other consequential impact shall be considered on actual
basis for reimbursement under Change in Law subject to prudent check.

After commissioning of the ECS assets, the generators will start the billing
towards the cost of the ECS to the beneficiaries, resulting in increased
variable cost of generation. It is to submit that the impact of additional
expenditure towards implementation of ECS is currently not considered in
the present petition.

G) Impact due to Fly Ash Transportation Charges:
The Ministry of Environment, Forest & Climate Change (MOEFCC) issued
notification dated 25.01.2016, prescribing bearing of the transportation
cost of Fly Ash generated at power stations with the users of Fly Ash. As
per Hon’ble CERC as well as Hon’ble MERC directives, actual additional
expenditure incurred by generators towards transportation of ash is
admissible under “Change in Law”. The Hon’ble Commission is therefore
requested to kindly consider these charges as pass through as and when
claimed by the Generating station for the respective years. It is also further
submitted that any impact of such charges if allowed to the Generators in
their respective Tariff Orders, then such cost may also be passed through
in ARR of MSEDCL

H) Power Purchase from Short Term Markets
As discussed earlier, during the higher demand or shortage from regular
sources due to various reasons including break downs, fuel shortage, etc.,
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MSEDCL may require to purchase power from exchanges and through
short term power purchase tenders throughout the year. Hence, it is
submitted that, considering volatile nature of short term power market and
uncertainty in supply of power from long term sources on account of
various reasons, MSEDCL requests the Hon’ble Commission to accord in
principle approval for procurement of power on DEEP e-bidding portal/
power exchange based on the projected average power purchase rate.
MSEDCL also requests the Hon’ble Commission to consider the ceiling
rate of Rs. 7.44 to Rs. 7.85 per unit as approved in Order dated 148 of
2022 for procurement of power on DEEP e-bidding portal/ power
exchange during FY 2022-23 and FY 2024-25 considering the fact that
overall discovered average rates on exchanges have increased
significantly over the last 1-2 years during the recovery period of COVID-
19. It is expected that the rates may show similar trend owing to the fact
that demand may constantly rise in future years.

6.16.2 Following tables provide the summary of source wise power purchase
quantum and cost for the period FY 2023-24 to FY 2024-25.
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Table 191: Source wise Power Purchase quantum and cost for FY 2023-24

PP Quantum (MUs PP Cost (Rs. Cr) PP Cost (Rs. /Unit)

Particulars Anﬁs';o:::(: Projected | Deviation mog::;: Projected Deviation mogfg‘;: Projected | Deviation
MSPGCL 51,351 | 62,332.57 | 10,981.63 22,206 | 29,649.02 | 7,443.42 4.32 4.76 0.43
NTPC 28,344 | 29,632.56 1,288.52 11,368 12,239.15 871.41 4.01 4.13 0.12
NPCIL 4,946 4,372.52 (573.22) 1,515 1,389.40 (125.86) 3.06 3.18 0.11
SSP 1,213 451.66 (761.34) 249 92.60 (156.40) 2.05 2.05 (0.00)
Pench 137 96.75 (40.25) 28 19.83 (8.17) 2.04 2.05 0.01
Subhansari 321.93 321.93 144.87 144.87 4.50 4.50
Dodson 116 31.78 (84.22) 28 19.90 (7.85) 2.39 6.26 3.87
JSW 1,462 - (1,462.47) 663 164.67 (498.33) 4.53 (4.53)
CGPL 5,172 4,694.48 (477.54) 1,685 2,666.43 981.43 3.26 5.68 242
Adani Power 21,044 | 12,169.08 | (8,874.79) 8,246 7,975.85 (270.15) 3.92 6.55 2.64
EMCO Power 1,374 1,493.28 119.46 717 620.98 (95.52) 5.22 4.16 (1.06)
Rattan India 1,921 8,959.68 7,038.87 1,424 3,642.71 2,219.11 7.41 4.07 (3.35)
Sai Wardha 1,791.94 1,791.94 838.29 838.29 4.68 4.68
Renewable 31,679 | 26,408.96 | (5,270.23) 12,583 | 11,859.37 (723.23) 3.97 4.49 0.52
Traders - - - - -
PGCIL Charges 0 - 3,845 3845.01 0.01 -
Total Power Purchase 1,48,759 1,52,757 3,998 64,555.05 75,168.09 | 10,613.04 4.34 4.92 0.58

Table 192: Source wise Power Purchase quantum and cost for FY 2024-25
PP Quantum (MUs) PP Cost (Rs. Cost PP Cost (Rs. /Unit)

Particulars mogfg;: Projected Deviation Anﬁ%o;:g;: Projected | Deviation mogfg;: Projected |Deviation
MSPGCL 51,409 | 65,655.99 14,246.86 22,516 | 31,924.58 | 9,408.99 4.38 4.86 0.48
NTPC 28,292 | 28,759.96 467.73 11,582 | 12,145.96 564.34 4.09 4.22 0.13
NPCIL 4,932 4,932.43 0.20 1,548 1,614.50 66.81 3.14 3.27 0.14
SSP 1,210 450.82 (759.12) 248 92.43 (155.57) 2.05 2.05 0.00
Pench 137 96.55 (39.95) 28 19.79 (8.21) 2.05 2.05 (0.00)
Subhansari 321.12 321.12 144.51 144.51 4.50 4.50
Dodson 116 31.78 (83.94) 33 25.18 (7.75) 2.85 7.92 5.08
JSW 652 - (651.80) 424 192.64 (231.36) 6.51 (6.51)
CGPL 5,158 | 2,218.15 (2,939.74) 1,742 1,601.02 (140.98) 3.38 7.22 3.84
Adani Power 20,986 | 11,314.71 (9,671.65) 8,169 7,473.01 (695.99) 3.89 6.60 2.71
EMCO Power 1,370 1,489.20 119.14 750 637.91 (112.09) 5.47 4.28 (1.19)
Rattan India 1,831 8,935.20 7,104.27 1,413 3,743.69 2,330.69 7.72 4.19 (3.53)
Sai Wardha 1,787.04 1,787.04 830.47 830.47 4.65 4.65
Renewable 37,111 29475.67 (7,635.69) 14,330 12965.75| (1,364.25) 3.86 4.40 0.54
Traders - - -
PGCIL Charges - 4,037 4,037 0.26 -
Total Power Purchase 1,53,204 1,55,469 2,264 66,819 77,449 10,630 4.36 4.98 0.62

6.16.3 MSEDCL requests the Hon’ble Commission to allow power purchase as
shown in table above.

6.17 Intra State Transmission Charges

6.17.1 MSEDCL has considered the Intra-State Transmission charges same as that
approved by the Hon’ble Commission for FY 2023-24 and FY 2024-25 in MYT
Order dated 30™ March 2020. The following are the Intra State Transmission
charges proposed by Hon’ble Commission for approval.
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Table 193: Intra-State Transmission Charges for FY 2023-24 and FY 2024-25

Rs. Cr.
Particulars FY 23-24 FY 23-24 FY 24-25 FY 24-25
Approved | Projected | Approved | Projected
Intra State Transmission Charges 6,009.51 6,009.51 6,036.77 6,036.77
6.17.2 MSEDCL request the Hon’ble Commission to allow the Intra State

Transmission charges as may be approved in the InSTS Order after prudence
check.

6.18 Distribution Loss for FY 2023-24 to FY 2024-25

6.18.1 MSEDCL submits that it has been putting best endeavours for lowering the
Distribution Losses to the lowest possible level. MSEDCL has achieved a
significant reduction in distribution losses during recent years. However, loss
reduction is slow process and becomes increasingly difficult for the loss levels
to come down after a particular level. The change in sales mix also impact the

distribution losses.
Table 194: Distribution Loss for FY 2023-24 to FY 2024-25

Particulars FY 23-24 FY 23-24 FY 24-25 FY 24-25
Approved Projected | Approved | Projected
Distribution Losses (Excluding EHV & OA Sales) 13.0% 13.0% 12.0% 12.0%

6.18.2 MSEDCL has considered distribution losses same as that approved by the
Hon’ble Commission in MYT Order dated 30" March 2020 for FY 2023-24
and FY 2024-25 respectively. MSEDCL request the Hon’ble Commission to
consider the same.

6.19 Energy Balance for FY 2023-24 to FY 2024-25

6.19.1 MSEDCL submits that the quantum of sales shown in Paragraph 6.4
represent the sales of MSEDCL excluding the sales in the area served by
Distribution Franchisees. As per the methodology adopted by Hon’ble
Commission for calculating energy balance of MSEDCL as a whole, the sales
to the consumers within the Distribution Franchisee area has also been
considered. Therefore, total energy available for sale for FY 2023-24 to FY
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2024-25 is computed as below:
Table 195: Total Energy Sales for MSEDCL for FY 2023-24 to FY 2024-25

MUs

Particulars FY 23-24 FY 23-24 FY 24-25 FY 24-25

Approved Projected Approved Projected
Energy Sales by MSEDCL 1,20,842.58 1,23,786.65 1,25,785.50 1,27,412.88
Add: Category wise sales in DF area 3,759.30 3,462.25 3,937.88 3,567.35
(Bhiwandi)
Add: Category wise sales in DF area i 764.06 i 287 01
(Malegaon)
Add: Category wise sales in DF area i 562.41 i 579.78
(Thane)
Energy Sales including DF 1,24,601.88 1,28,575.37 1,29,723.38 1,32,347.02
Add: OA Sales (Conventional) 3,983.40 4,863.00 3,983.40 5,106.00
Add: OA Sales (Non-Conventional) 859.40 2,825.00 859.40 3,826.00
Add: Energy Sales due to Surplus 1,246.02 (0.03) 1,297.23 0.08
Energy Traded
Total Energy Sales 1,30,690.69 1,36,263.34 1,35,863.41 1,41,279.11

6.19.2 The Energy Balance for FY 2023-25 to FY 2024-25 is summarised in following

table.
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Table 196: Energy Balance for FY 2023-24
. . FY 2023-24

Particulars Calculation UoM NIYT Order | Projected
LT Agriculture Sales (Including D.F) a MU 27,939 34,151
LT Sales excluding Agriculture Sales (Including D.F) b MU 50,919 48,949
HT Sales excluding EHV level sales (Including D.F) c MU 34,160 32,259
Total Sales including D.F (Excluding EHV Sales) d=a+b+c MU 1,13,018 1,15,359
OA Sales (Renewables) e MU 859 2,825
OA Sales (Conventional) f MU 3,983 4,863
Retail Energy Sale to Consumers (Excluding EHV Sales) A=d+e+f MU 1,17,860 1,23,047
Sale due to Surplus Energy Traded B=1%"(d+t) MU 1,246 -0
Retail Energy Sale including surplus traded (Excluding CoA+B MU 1,19,106 1,23,047
EHV Sales)
Total Power Purchase D=g+h MU 1,48,759 1,52,757
Power Purchase Quantum from Intra-State sources g MU 1,07,573 1,11,694
Power Purchase Quantum from Inter-State sources h MU 41,186 41,063
Inter-State Losses i % 3.10% 3.10%
Povyer Purchase Quantum from Inter-State sources at MS i=h*(1-i) MU 39,907 39,788
Periphery
Add: FBSM MU - -
Power Quantum handled at Maharashtra Periphery k=g+j MU 1,47,480 1,51,482
Infirm Non-PPA Wind Power l=e/(1-q) MU 888 2,920
Input for OA Consumption m=f/(1-q) MU 4,114 5,023
Total Power Purchase Quantum Handled n=k+l+m-v MU 1,51,909 1,59,425
Surplus Power Traded 0=B MU 1,246 -0
Energy Requirement at G<>T Periphery p=n-0 MU 1,50,663 1,59,425
Intra-State Transmission Loss q % 3.18% 3.18%
Intra-State Transmission Loss r=p*q MU 4,789 5,067
Net Energy requirement at T<>D Periphery S=p-r MU 1,45,874 1,54,357
EHV Sales t MU 11,584 13,217
Net Energy Available for Sale at 33kV u=s-t MU 1,34,290 1,41,141
Energy injected and drawn at 33kV v MU 573 905
Total Energy Available for Sale at 33kV E=u+v MU 1,34,863 1,40,236
Energy Available for Sale including Surplus traded FoE-l-m+o MU 131,107 132,548
(excl. OA Sales)
Distribution Loss (Excl. EHV Sales and OA Sales) G=E-A MU 17,002 17,189
Distribution Loss (Excl. EHV Sales and OA Sales) H=G/F % 13.0% 13.0%
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Table 197: Energy Balance for FY 2024-25
. . FY 2024-25
Particulars Calculation UoM MYT Order Projected
LT Agriculture Sales (Including D.F) a MU 28,498 35,073
LT Sales excluding Agriculture Sales (Including D.F) b MU 53,747 50,504
HT Sales excluding EHV level sales (Including D.F) c MU 35,452 33,178
Total Sales including D.F (Excluding EHV Sales) d=a+b+c MU 1,17,698 1,18,754
OA Sales (Renewables) e MU 859 3,826
OA Sales (Conventional) f MU 3,983 5,106
Retail Energy Sale to Consumers (Excluding EHV Sales) A=d+e+f MU 1,22,540 1,27,686
Sale due to Surplus Energy Traded B=1%"(d+t) MU 1,297 0
Retail Energy Sale including surplus traded (Excluding C-A+B MU 1,23,838 1,27,686
EHV Sales)
Total Power Purchase D=g+h MU 1,53,204 1,55,469
Power Purchase Quantum from Intra-State sources g MU 1,12,105 1,17,200
Power Purchase Quantum from Inter-State sources h MU 41,099 38,268
Inter-State Losses i % 3.10% 3.10%
Povyer Purchase Quantum from Inter-State sources at MS =h (1-i) MU 39.823 37.080
Periphery
Add: FBSM MU - -
Power Quantum handled at Maharashtra Periphery k=g+j MU 1,51,928 1,54,280
Infirm Non-PPA Wind Power I=e/(1-q) MU 888 3,954
Input for OA Consumption m=f/(1-q) MU 4,114 5,274
Total Power Purchase Quantum Handled n=k+l+m-v MU 1,56,357 1,63,508
Surplus Power Traded 0=B MU 1,297 0
Energy Requirement at G<>T Periphery p=n-0 MU 1,55,059 1,63,508
Intra-State Transmission Loss % 3.18% 3.18%
Intra-State Transmission Loss r=p*q MU 4,929 5,197
Net Energy requirement at T<>D Periphery S=p-r MU 1,50,131 1,58,310
EHV Sales t MU 12,026 13,593
Net Energy Available for Sale at 33kV U=s-t MU 1,38,105 1,44,718
Energy injected and drawn at 33kV v MU 573 905
Total Energy Available for Sale at 33kV E=u+v MU 1,38,678 1,43,813
Energy Available for Sale including Surplus traded FE-Fm+o MU 1,34,974 1,34,881
(excl. OA Sales)
Distribution Loss (Excl. EHV Sales and OA Sales) G=E-A MU 16,138 16,127
Distribution Loss (Excl. EHV Sales and OA Sales) H=G/F % 12.0% 12.0%

6.19.3 MSEDCL requests the Hon’ble Commission to approve the Energy Balance
for the period FY 2023-24 to FY 2024-25 as submitted by MSEDCL in above
tables.

6.20 Operation & Maintenance Expenses for FY 2023-24 to FY 2024-25

6.20.1 MSEDCL submits that Regulation 75 and Regulation 84 of the MERC (MYT)
Regulations, 2019 provides for the O&M Expenses norms for Distribution
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Wires Business and Retail Supply of electricity respectively.

6.20.2 As per the said Regulations relating to the Truing-up of O&M expenses:

“75.2 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, 2019, excluding abnormal
Operation and Maintenance expenses, if any, subject to prudence
check by the Commission:

Provided that the average of such Operation and Maintenance
expenses shall be considered as Operation and Maintenance
expenses for the Year ended March 31, 2018, and shall be escalated
at the respective escalation rate for FY 2018-19 and FY 2019-20, to
arrive at the Operation and Maintenance expenses for the base year
ending March 31, 2020:

Provided further that the escalation rate for FY 2018-19 and FY 2019-
20 shall be computed by considering 30% weightage to the average
yearly inflation derived based on the monthly Wholesale Price Index of
the respective past five financial years as per the Office of Economic
Advisor of Government of India and 70% weightage to the average
yearly inflation derived based on the monthly Consumer Price Index for
Industrial Workers (all-India) of the respective past five financial years
as per the Labour Bureau, Government of India:

75.3 The Operation and Maintenance expenses for each subsequent year
shall be determined by escalating these Base Year expenses of FY
2019-20 by an inflation factor with 30% weightage to the average
yearly inflation derived based on the monthly Wholesale Price Index of
the respective past five financial years as per the Office of Economic
Advisor of Government of India and 70% weightage to the average
yearly inflation derived based on the monthly Consumer Price Index for
Industrial Workers (all-India) of the past five financial years as per the
Labour Bureau, Government of India, as reduced by an efficiency
factor of 1% or as may be stipulated by the Commission from time to
time, to arrive at the permissible Operation and Maintenance expenses
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for each year of the Control Period:

Provided further that the efficiency factor shall be considered as zero,
in case there is an increase in the number of consumers including
Open Access consumers connected to the Distribution Wires of at least
2 percent annually over the last 3 years:

Provided also that in case such increase in the number of consumers is
lower than 2 percent annually over the last 3 years, then the reduction
in efficiency factor shall be considered in proportion to the percentage
growth in the number of consumers.”

6.20.3 For computation of revised normative O&M expenses for FY 2023-24 and FY
2024-25 revised normative O&M expenses of previous year has been
escalated by the escalation factor of 5.06% derived for FY 2021-22. Detailed
calculations are given in the Regulatory Formats.

6.20.4 MSEDCL submits that calculated O&M expenses are allocated between the
Wires Business and Retail Supply Business in the ratio of allocation matrix
provided in the MYT Regulations, 2019), i.e., 65% to Wires Business and 35%

to Supply Business. The same is shown in following table.
Table 198: O&M Expenses for FY 2023-24 to FY 2024-25

Rs. Cr.
Particulars FY 23-24 FY 23-24 FY 24-25 FY 24-25
Approved | Projected | Approved Projected
O&M Expenditure (Wires Business) 5,086.16 5,448.75 5,281.17 5,724.41
O&M Expenditure (Supply Business) 2,738.70 2,933.94 2,843.71 3,082.37
Total O&M Expenditure 7,824.87 8,382.69 8,124.87 8,806.78

6.20.5 MSEDCL requests the Hon’ble Commission to allow the O&M Expenses as
computed in above table.

6.21 Opex for FY 2023-24 to FY 2024-25

6.21.1 MSEDCL submits that as per the Regulation 75.7 and 84.7 of the MYT
Regulations, 2019 the distribution licensee is allowed to undertake Opex
schemes for wires and supply business for system automation, new
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technology and IT implementation etc. and such expenses may be allowed

over and above normative O&M expenses. The relevant extract of the

regulations is reproduced below:

“75.7 A Distribution Licensee may undertake Opex schemes for system
automation, new technology and IT implementation, etc., and, such
expenses may be allowed over and above normative O&M Expenses,
subject to prudence check by the Commission:

Provided that the Distribution Licensee shall submit detailed
justification, cost benefit analysis of such schemes as against capex
schemes, and savings in O&M expenses, if any.

84.7 A Distribution Licensee may undertake Opex schemes for system
automation, new technology and IT implementation, etc,. and, such
expenses may be allowed over and above normative O&M Expenses,
subject to prudence check by the Commission:

Provided that the Distribution Licensee shall submit detailed
Jjustification, cost benefit analysis of such schemes as against capex
schemes, and savings in O&M expenses, if any.”

6.21.2 Hon’ble Commission has already approved Opex schemes in the MYT Order
dated 30™ March, 2019 in Case No. 322 of 2019. As observed by the Hon’ble
Commission that the estimation of Opex claimed by MSEDCL is based on the
estimation and selection of vendor, award of contract and other factors.
MSEDCL submits revised Opex for FY 2023-24 to FY 2024-25.

6.21.3 The above mentioned regulations also provide that License shall submit the
detailed justification, cost benefit analysis of such schemes as against capex
schemes and savings in O&M expenses, if any. MSEDCL respectfully submits
that, MSEDCL had already submitted all the details at the time of MYT
process. MSEDCL has only revising the projections of Opex for FY 2023-24 to
FY 2024-25. Though, the Hon’ble Commission has accorded its approval after
due consideration, MSEDCL is only re-submitting detailed justification, cost
benefit analysis of such schemes as against capex schemes and savings in
O&M expenses, wherever required.

6.21.4 Further, MSEDCL is also proposing certain new schemes for inclusion under
the Opex schemes. MSEDCL submits that the details of Opex Schemes are
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provided under Chapter Opex. Following table shows the estimated Opex
Schemes expenses for FY 2022-23.

6.21.5 The revenue expenditure against the Opex Schemes is summarised in the

following table.

Table 199: Opex Scheme Expenses for FY 2023-24 to FY 2024-25

Rs. Cr.

Particulars FY 23-24 FY 23-24 FY 24-25 FY 24-25
Approved Projected Approved Projected

Opex Schemes (Wires Business)
Substation Monitoring System (SMS) 69.53 36.00 69.53 72.00
MSEDCL Cloud Project 8.32 7.97 8.32 7.97
Annual Technical Support of
SAP/HANA/Oracle Software Licences 594 i 594 i
Vehicle Tracking System 0.53 0.26 0.53 0.26
Demand forecasting 2.73 2.73
GIS 1.13 1.13
Network analysis 1.32 1.32
SAP s4 hana 8.05 7.06
SD wan 0.27 0.27
RDSS (Smart Metering) 270.53 1,110.83
Sub-Total 84.31 328.25 84.31 1,203.56
Opex Schemes (Retail Supply Business)
Customer Care Center 6.60 27.20 6.60 27.20
RF-DCU (Expression of Interest & Tender) 4.80 4.80 4.80 4.80
MSEDCL Cloud Project 8.32 7.97 8.32 7.97
Annual Technical Support of
SAP/HANA/Oracle Software Licences 5.94 i 5.94 i
Vehicle Tracking System 0.53 0.26 0.53 0.26
Demand forecasting - 2.73 - 2.73
GIS - 1.13 - 1.13
Network analysis - 1.32 - 1.32
SAP s4 hana - 8.05 - 7.06
SD wan - 0.27 - 0.27
RDSS (Smart Metering) 270.53 1,110.83
Sub-Total 26.18 324.25 26.18 1,163.56
Total 110.49 652.51 110.49 2,367.12

6.22 Capex and Capitalisation for FY 2023-24 to FY 2024-25

6.22.1 MSEDCL submits that the revised projected capital expenditure and
capitalisation from FY 2023-24 to FY 2024-25 is summarised below. The
scheme wise details of capital expenditure and capitalisation FY 2023-24 to
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FY 2024-25 is shown in a separate forms of the Regulatory Formats.

Table 200: Capital Expenditure and Capitalisation for FY 2023-24 to FY 2024-25

Rs. Cr.
Particulars FY 23-24 FY 23-24 FY 24-25 FY 24-25
Approved Projected | Approved Projected
Capital Expenditure - 10,576.77 - 14,869.22
Capitalisation 2,090.36 10,288.21 2,090.36 14,981.66

6.22.2 MSEDCL requests the Hon’ble Commission to allow the capitalisation as
shown in above table.

6.23 Funding Pattern of the Capitalisation for FY 2023-24 to FY 2024-25

6.23.1 As per the Regulation 27.1 of the MERC MYT Regulations, 2019, the debt-
equity ratio as on the date of commercial operation shall be 70:30 of the
amount of capital cost approved by the Commission. The said Regulation also
provides that if the equity actually deployed is more than 30% of the capital
cost, equity in excess of 30% shall be treated as normative loan for the
Licensee for determination of Tariff.

6.23.2 MSEDCL submits that it has been the practice of the Hon’ble Commission to
consider the consumer contribution, grants etc. in proportion to the funding
pattern of capital expenditure. In line with the same methodology, MSEDCL
has considered the funding pattern for the revised projected capitalisation, in
proportion to the funding pattern of the revised projected capital expenditure.
MSEDCL further submits that if the equity portion is more than 30% of the
capitalisation to be funded, it has restricted the equity at 30% and balance
amount to be considered as normative loan as per the provisions of the
Regulations 27 of the MYT Regulations, 2019. The funding pattern of the
revised proposed capitalisation is presented in the following table:
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Table 201: Funding Pattern of the Capitalisation for FY 2023-24 to FY 2024-25

Rs. Cr.
S. No. |Particulars FY 23-24 FY 23-24 FY 24-25 FY 24-25
Approved Projected | Approved Projected

Funding pattern of capital expenditure
1 Total Capital Expenditure - 10,576.77 - 14,869.22
2 Consumer Contribution 100.00 100.00
3 Grants received during the year 5,952.11 8,921.99
4 Equity 192.83 40.16
5 Debt 4,331.83 5,807.06

Funding pattern of capitalisation
6  |Total Capitalisation 2,090.36 10,288.21 2,090.36 14,981.66
7 Consumer Contribution 115.64 97.27 110.81 100.76
8 Grants received during the year 735.73 5,789.72 739.67 8,989.46

Balance to be funded 1,238.99 4,401.22 1,239.89 5,891.44
9 Equity amount 371.70 187.57 371.97 40.47
10 |Debt amount 867.29 4,213.65 867.92 5,850.98
11 |Equity (%) 30% 4% 30% 1%
12 |Debt (%) 70% 96% 70% 99%
13 |Equity Portion above 30% - - - -
14 |Equity amount 187.57 40.47
15 |Debt amount 4,213.65 5,850.98
16 Eqwty (o/o) 4% 1%
17 |Debt (%) 96% 99%

6.23.3 MSEDCL requests the Hon’ble Commission to approve the funding pattern as

submitted in above table.

6.24 Depreciation for FY 2023-24 to FY 2024-25

6.24.1 MSEDCL submits that Regulation 28 of the MERC (MYT) Regulations, 2019
provides for recovery of Depreciation. As per Regulation 28.1 (b) of MYT
Regulations, the individual asset is to be depreciated to the extent of 70% on
the straight line basis as per the rates specified in the Regulations and
remaining depreciable value as on 31 March of the year closing shall be
spread over the balance Useful Life of the asset. The relevant extract is
reproduced below:

“28.1 The Generating Company, Licensee, and MSLDC shall be permitted to
recover depreciation on the value of fixed assets used in their
respective Businesses, computed in the following manner:

(b) Depreciation shall be computed annually based on the straight line
method at the rates specified in the Annexure | to these Regulations:
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Provided that the Generating Company or Licensee or MSLDC shall
ensure that once the individual asset is depreciated to the extent of
seventy percent, remaining depreciable value as on 31st March of the
year closing shall be spread over the balance Useful Life of the asset
including the Extended Life, as provided in this Regulation:

”

6.24.2 MSEDCL submits that depreciation has been calculated taking into
considering the opening balance of assets in the beginning of the year and
the projected capitalization. Hon’ble Commission has been applying the
weighted average rate of depreciation on opening GFA. Considering the
actual weighted average rate of depreciation for FY 2021-22, MSEDCL has

computed the depreciation which is shown in the following table:
Table 202: Depreciation for FY 2023-24 to FY 2024-25

Rs. Cr.
. FY 23-24 FY 23-24 FY 24-25 FY 24-25
el Approved Projected | Approved Projected
Opening GFA 62,438.45 61,665.81 63,677.44 66,242.84
Depreciation 3,122.45 3,080.11 3,183.82 3,308.73
% Depreciation 5.00% 4.99% 5.00% 4.99%

6.24.3 MSEDCL request the Hon’ble Commission to approve the depreciation as
submitted in above table.

6.25 Interest on Long Term Loan for FY 2023-24 to FY 2024-25

6.25.1 MSEDCL submits the interest expenditure on account of long-term loans
depends on the outstanding loan, repayments, and prevailing interest rates on
the outstanding loans. Further, the projected capital expenditure and the
funding of the same also have a major bearing on the long-term interest
expenditure.

6.25.2 Regulation 30.3 of the MERC MYT Regulations, 2019 provides for loan
repayment during a year equal to depreciation allowed. The relevant extract is
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reproduced below:
“30.3 The loan repayment during each year of the Control Period from FY

2020-21 to FY 2024-25 shall be deemed to be equal to the
depreciation allowed for that year.”

6.25.3 Considering the normative opening loan, normative loan addition during the

year and loan repayment equal to depreciation and the weighted average
interest rate of actual loan portfolio for FY 2021-22 as shown in Table 111,
MSEDCL has computed the interest expenses on normative basis for the FY

2023-24 to FY 2024-25 as summarized in table below:
Table 203: Interest Expenses on Long Term Loan for FY 2023-25 to FY 2024-25

Rs. Cr.

Particulars FY 23-24 FY 23-24 FY 24-25 FY 24-25

Approved Projected Approved Projected
Normative Qutstanding Loan at 9,827.01 8,925.84 7571.85|  10,059.38
beginning of the year
Loan Drawal 867.29 4,213.65 867.92 5,850.98
Loan Repayment 3,122.45 3,080.11 3,183.82 3,308.73
Normative Qutstanding Loan at the 7571.85| 10,059.38 525596 | 12,601.62
end of the year
Interest Rate 10.28% 9.85% 10.28% 9.85%
Gross Interest Expenses 893.88 934.97 659.04 1,116.00

6.25.4 MSEDCL requests the Hon’ble Commission to approve the interest expenses
as submitted in above table.

6.26 Interest on Working capital & Interest on SD for FY 2023-24 to FY 2024-25
6.26.1 MSEDCL submits that Regulation 32 of the MERC MYT Regulations, 2019

provides for Interest on Working Capital. MSEDCL submits that Regulations
32.3 of the MERC MYT Regulations, 2019 provides for Interest on Working
Capital for Wire business of electricity. Further, the MYT Regulations, 2019
also provides that for normative rate of interest working capital shall be equal
to Base Rate as on the date on which the Petition for determination of Tariff is
filed, plus 150 basis points. The relevant extract of the said Regulations is
reproduced below:

“2.11 (10) “Base Rate” shall mean the one-year Marginal Cost of Funds-
based Lending Rate (‘MCLR’) as declared by the State Bank of
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India from time to time;

32.3 (b) Rate of interest on working capital shall be on normative basis
and shall be equal to the Base Rate as on the date on which the
Petition for determination of Tariff is filed, plus 150 basis points:

”

6.26.2 Accordingly, MSEDCL has calculated the interest on working capital for FY
2023-24 and FY 2024-25 at 9.55% for Wires Business.

6.26.3 MSEDCL further submits that the Regulation 30.11 of MYT Regulations, 2019
provides for Interest on Security Deposit shall be at Bank Rate as on 1% April
of the Year for which the Interest is payable. The relevant extract is
reproduced below:

“30.11 Interest shall be allowed only on the amount held in cash as security
deposit from Transmission System Users, Distribution System Users
and Retail consumers at the Bank Rate as on 1% April of the Year for
which the interest is payable:

”

6.26.4 Accordingly, MSEDCL has calculated Interest on Consumer Security Deposit
@ 4.25% for Wires Business. MSEDCL has projected the Security Deposit
considering a growth of 5% per annum.

6.26.5 Detailed computation of Interest on Working Capital and Security Deposit for
Wires business is provided in following table:
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Table 204: Interest on Working Capital and SD for Wire business for FY 2023-24 to FY

2024-25
Rs. Cr.

Particulars FY 23-24 FY 23-24 FY 24-25 FY 24-25

Approved Projected Approved Projected
Computation of Working Capital Requirement
O&M expenses for a month 415.07 454.06 430.98 477.03
Maintenance Spares at 1% of Opening GFA 667.25 626.63 686.06 720.81
One and half months eqwlvallent.of thg expected revenue 1.414.00 1.450.30 1.426.93 1,649.09
from charges for use of Distribution Wires
Less: Amount held as Security Deposit from Distribution (962.76) (1,082.34) (1,010.90) (1,136.46)
System Users
Total Working Capital Requirement 1,533.56 1,448.65 1,533.07 1,710.47
Computation of Working Capital Interest
Interest Rate (%) - SBI Base Rate +150 basis points 9.50% 9.55% 9.50% 9.55%
Interest on Working Capital 145.69 138.35 145.64 163.35
Computation of Interest on Security Deposit
Interest Rate (%) - Bank Rate 6.50% 4.25% 6.50% 4.25%
Interest on Security Deposit 62.58 46.00 65.71 48.30

6.26.6 MSEDCL requests the Hon’ble Commission to allow the Interest on Working
Capital along with the Interest on security deposit for wires business as shown
in above table.

6.26.7 MSEDCL further submits that Regulation 32.4 of the MERC MYT Regulations,
2019 provides for Interest on Working Capital for Retail Supply business of
electricity. Further, the MYT Regulations, 2019 also provides that for
normative rate of interest working capital shall be equal to Base Rate as on
the date on which the Petition for determination of Tariff is filed, plus 150
basis points. The relevant extract of the said Regulations is reproduced

below:

‘2.11 (10) “Base Rate” shall mean the one-year Marginal Cost of Funds-
based Lending Rate (‘MCLR’) as declared by the State Bank of
India from time to time;

32.4 (b) Rate of interest on working capital shall be on normative basis
and shall be equal to the Base Rate as on the date on which the
Petition for determination of Tariff is filed, plus 150 basis points:”
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6.26.8 Accordingly, MSEDCL has calculated the interest on working capital for FY
2023-24 and FY 2024-25 at 9.55% for Wires Business.

6.26.9 MSEDCL further submits that the Regulation 30.11 of MYT Regulations, 2019
provides for Interest on Security Deposit shall be at Bank Rate as on 1% April
of the Year for which the Interest is payable. The relevant extract is
reproduced below:

“30.11 Interest shall be allowed only on the amount held in cash as security
deposit from Transmission System Users, Distribution System Users
and Retail consumers at the Bank Rate as on 1° April of the Year for
which the interest is payable:

”

6.26.10 Accordingly, MSEDCL has calculated Interest on Consumer Security
Deposit @ 4.25% for Retail Supply Business. MSEDCL has projected the
Security Deposit considering a growth of 5% per annum.

6.26.11 Detailed computation of Interest on Working Capital and Security
Deposit for Wires business is provided in following table:
Table 205: Interest on Working capital and SD for Supply business for FY 2023-24 to FY

2024-25

Rs. Cr.

Particulars FY 23-24 FY 23-24 FY 24-25 FY 24-25
Approved Projected Approved Projected
Computation of Working Capital Requirement
O&M expenses for a month 223.50 244.50 232.07 256.86
Maintenance Spares at 1% of Opening GFA 74.14 69.63 76.23 80.09
One and half months equivalent of the expected revenue
from sale of electricity including revenue from CSS and 10,905.85 11,385.43 11,345.05 11,628.90
Additional Surcharge
Less: Amount held as security deposit (8,664.84) (9,741.10) (9,098.09)| (10,228.16)
Less: One month equivalent of cost of power purchase,
transmission charges and MSLDC Charges (6,521.85) (6,764.80) (6,818.14) (6,957.12)
Total Working Capital Requirement (3,983.20) (4,806.35) (4,262.89) (5,219.43)
Computation of Working Capital Interest
Interest Rate (%) - SBI Base Rate +150 basis points 9.50% 9.55% 9.50% 9.55%
Interest on Working Capital - - - -
Interest on Security Deposit
Interest Rate (%) - Bank Rate 6.50% 4.25% 6.50% 4.25%
Interest on Security Deposit 563.21 414.00 591.38 434.70
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6.26.12 MSEDCL requests the Hon’ble Commission to allow the interest on

working capital along with the Interest on security deposit for retail supply
business as shown in above table.

6.27 Other Finance Charges for FY 2023-24 to FY 2024-25

6.27.1 MSEDCL submits that the regulation 30.8 of the MYT Regulations, 2019
provides that the finance charges shall be allowed at the time of True-up. The
relevant extract is reproduced below:

‘30.8 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.”

6.27.2 Hon’ble Commission in the MYT Order dated 30" March 2020 in Case No.
322 of 2019 also ruled that it shall consider the Other Finance Charges at the
time of truing-up of the respective years of the 4™ Control Period. Therefore,
in line with the above regulations, MSEDCL is not projecting any finance
charges for FY 2023-24 to FY 2024-25 and will claim the same during true-up
of respective years.

6.28 Provision for Bad Debts for FY 2023-24 to FY 2024-25

6.28.1 MSEDCL submits that bad debts are inseparable incidents of the business of
electricity distribution and retail supply.

6.28.2 Regulation 76 and 85 of the MYT Regulations, 2015 specifies that a provision
of bad and doubtful debt may be allowed up to 1.5% of the amount shown as
trade receivables or receivables from sale of electricity in the Audited
Accounts of the distribution licensee duly allocated for wires and supply
business respectively. The relevant extract is reproduced below:

“76  Provision for Bad and Doubtful Debts
In the MYT Order, for each Year of the Control Period, the Commission
may allow a provision for writing off of bad and doubtful debts up to
1.5% of the amount shown as Trade Receivables or Receivables from
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Wheeling Charges in the latest Audited Accounts of the Distribution
Licensee in accordance with the procedure laid down by the Licensee,
subject to prudence check:

‘85 Provision for Bad and Doubtful Debts
In the MYT Order, for each Year of the Control Period, the Commission
may allow a provision for writing off of bad and doubtful debts up to
1.5% of the amount shown as Trade Receivables or Receivables from
Sale of Electricity in the latest Audited Accounts of the Distribution
Licensee in accordance with the procedure laid down by the Licensee,
subject to prudence check:

6.28.3 Further, the provision for bad and doubtful debts is further allocated between
the Wires Business and Retail Supply Business (in the ratio of allocation
matrix provided in the MYT Regulation, 2019), i.e., 10% to Wires Business
and 90% to Supply Business.

6.28.4 MSEDCL submits that Provision of bad debt generally depends on the nature
of the business and the risk involved in the business. A business typically
estimates the amount of bad debt based on historical experience

6.28.5 MSEDCL submits that for projection of the receivables it has adopted the
following approach:
e For interest part a y-o-y rise of 2% and 10% is taken for Non-Ag
and Ag respectively, and for the principle part a y-o-y rise of 2% and
5% is taken for Non-Ag and Ag respectively
The projections for the FY 2023-24 to FY 2024-25 is as shown below:

Period Particulars | Principal Interest Total

Upto 31.03.2024 Non AG | 15,776.58 | 9.311.62 | 25,088.21
(Revised Projected) AG 35.015.1 | 13,067.635 | 48,982.73
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Period Particulars | Principal Interest Total
Total 50,791.68 | 23,279.26 74,070.94
Non AG 16,092.12 | 9,497.85 25,589.97
upto 31.03.2025
(Revised Projected) AG 36,765.85 | 15,364.40 52,130.25
Total 52,857.97 | 24,862.25 77,720.22

6.28.6 MSEDCL further submits that it will be writing off the provision of the bad
debts approved for the year as per the provisions of the MYT Regulations.

6.28.7 MSEDCL for the estimation purpose has presently considered provisioning

@1.50% instead of @7.50% (as Ag sales are more than 20% of total sales).
However, MSEDCL reserves its right to seek claim on bad-debts at the time of

truing-up as per the per provisions of MYT Regulations, 2019.:
Table 206: Provision for Bad and Doubtful debts for Wires Business for FY23-24 to FY 24-25

Rs. Cr.
Particulars FY 23-24 FY 23-24 FY 24-25 FY 24-25
Approved Projected Approved Projected
Bad Debt Provision for Wire Business 73.26 111.11 73.26 116.58
Receivables 4,884.20 7,407.09 4,884.20 7,772.02
% of Receivables 1.50% 1.50% 1.50% 1.50%

Table 207: Provision for Bad and Doubtful debts for Supply Business for FY23-24 to FY24-25

Rs. Cr.
Particulars FY 23-24 FY 23-24 FY 24-25 FY 24-25
Approved Projected Approved Projected
Bad Debt Provision for Supply Business 659.37 999.96 659.37 1,049.22
Receivables 43,957.82 66,663.84 43,957.82 69,948.20
% of Receivables 1.50% 1.50% 1.50% 1.50%

6.28.8 MSEDCL requests the Hon’ble Commission to allow the provision for bad and
doubtful debts as shown in above tables.

6.29 Other Expenses for FY 2023-24 to FY 2024-25

6.29.1 MSEDCL submits that the other expenses of MSEDCL comprise of the
expenditure on account of interest to suppliers/contractors, Incentive to
distribution franchisee and other expenses viz. compensation for injuries to

270

MSEDCL January 23



/\ Final True Up For FY 2019-20, FY 2020-21, & FY 2021-22

MAHAVITARAN Provisional True Up for FY 2022-23 and
SRR Revised Projections & Tariff For FY 2023-24 to FY 2024-25
Main Petition

staff and outsiders.
6.29.2 Nature of Other expenses is summarised below

e Interest to Suppliers/ Contractors: This amount represents the interest
expenses on security deposits collected from collection agencies

¢ Non-moving items written-off: These are items of stores which are lying
as non-moving for 2 years the realizable value of which is nil.

e Incentive to distribution franchisee: This is the incentive given to the
distribution franchisee for recovery of MSEDCL'’s arrears from Live &
PD Consumers.

6.29.3 The projections for FY 2023-24 to FY 2024-25 have been made on the basis
of an annual 5% increase over the previous year

6.29.4 Other Expenses projected for FY 2023-24 to FY 2024-25 is summarised in the

following table.
Table 208: Other Expenses for FY 2023-24 to FY 2024-25

Rs. Cr.
Particulars FY 23-24 FY 23-24 FY 24-25 FY 24-25
Approved Projected Approved Projected

Other Expenses 60.87 329.80 63.91 346.29

6.29.5 The detailed break-up of other expenses is given in the Form No. 6B of the
Regulatory Formats. MSEDCL requests the Hon’ble Commission to allow the
other expenses as submitted above.

6.30 Contribution to Contingency Reserves for FY 2023-24 to FY 2024-25

6.30.1 MSEDCL submits that Regulation 35 of the MYT Regulation, 2019 provides
for appropriation to Contingency Reserves of not 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. The relevant extract is reproduced below:

6.30.2 MSEDCL submits that it is not getting full recovery of the revenue receivable
from consumers. MSEDCL is managing its working capital requirement need
by availing STL/MTL/LTL working capital loans from banks and financial
institutions. As such MSEDCL can invest the amount of contingency reserve
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only if it gets sufficient quantum of loan from banks or financial institutions.
MoP through its guidelines on additional prudential norms has restricted
working capital borrowings @ 35% of the revenue which MSEDCL already
crossed the same. Hence, MSEDCL is getting difficulties in availing loan and
not able to invest the amount of contingency reserve. Secondly, MSEDCL’s
financials has been badly affected by the consequences of COVID-19
pandemic.

6.30.3 Considering the above difficulty and COVID-19 impact, it is requested to
Hon’ble Commission to consider positively and not to disallow contingency
reserve amount and further provide relaxation from the last proviso to
Regulations 35.1 of the MERC MYT Regulation, 2019.

6.30.4 MSEDCL has considered 0.25% of the Gross Fixed Assets and computed
contribution to contingency reserves. The expenses towards contribution to
contingency reserves are allocated in the ratio of fixed assets between wires
and retail supply business i.e. 90% to wires business and 10% to supply
business

Table 209: Contribution to Contingency Reserve for FY 2023-24 & FY 2024-25

Rs. Cr.
Particulars FY 23-24 FY 23-24 FY 24-25 FY 24-25
Approved Projected Approved Projected
Contribution to Contingency Reserves (Wire Business) 166.81 156.66 171.52 180.20
Contribution to Contingency Reserves (Supply Business) 18.53 17.41 19.06 20.02
Total contribution to Contingency Reserves 185.35 174.06 190.57 200.22

6.30.5 MSEDCL requests the Hon’ble Commission to allow the contribution to
contingency reserves in line with submission made above by invoking its
power to relax under Regulation 105 of the MYT Regulation, 2019.

6.31 Income Tax for FY 2023-24 to FY 2024-25

6.31.1 MSEDCL submits that Regulation 34 of the MYT Regulations, 2019
provides for Income Tax. Since there is no income tax claimed in FY 2021-22,
MSEDCL on similar lines has not claimed any Income Tax for FY 2023-24 &
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FY 2024-25. Hence it has not grossed up the return on equity by income tax.
MSEDCL submits that in case there is tax liability for FY 2022-23 and any
income tax is paid, it requests Hon’ble Commission to allow claim on grossing
up of return on equity by effective tax rate as per the provisions of the MYT
Regulations, 2019.

6.32 Incentives and Discounts for FY 2023-24 to FY 2024-25

6.32.1 MSEDCL submits that the Incentives and discounts are projected for FY
2023-24 to FY 2024-25 considering a nominal rise of 5% over previous year.
6.32.2 The incentives and discounts for FY 2023-24 to FY 2024-25 is summarised in

following table.
Table 210: Incentives/Discount for FY 2023-24 to FY 2024-25

Rs. Cr.
Particulars FY 23-24 FY 23-24 FY 24-25 FY 24-25
Approved Projected Approved Projected

Inentives/ Discounts 373.20 385.73 391.86 405.02

6.32.3 MSEDCL requests the Hon’ble Commission to allow the incentives/discounts
as submitted above.

6.33 Return on Equity for FY 2023-24 to FY 2024-25

6.33.1 MSEDCL submits that Regulation 29.1 of the MYT Regulations, 2019,
provides for Return on Equity (RoE) for Distribution Licensee for both Wire
and Supply Business which is reproduced as under:

“29.1 Return on Equity for the Generating Company, Transmission Licensee,
Distribution Wires Business and MSLDC shall be allowed on the equity
capital determined in accordance with Regulation 27 for the assets put
to use, at the rate of up to 15.5 per cent per annum in Indian Rupee
terms, and for the Retail Supply Business, Return on Equity shall be
allowed on the amount of equity capital determined in accordance with
Regulation 27 at the rate of up to 17.5 per cent per annum in Indian
Rupee terms:

Provided that Return on Equity shall be allowed in two parts viz. Base
Return on Equity, and Additional Return on Equity linked to actual
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performance:

Provided further that Additional Return on Equity shall be allowed at
time of truing up for respective year based on actual performance, after
prudence check of the Commission

29.2 Base Return on Equity for the Generating Company, Transmission
Licensee, Distribution Wires Business and MSLDC shall be allowed on
the equity capital determined in accordance with Regulation 27 for the
assets put to use, at the rate of 14 per cent per annum in Indian Rupee
terms, and for the Retail Supply Business, Return on Equity shall be
allowed on the amount of equity capital determined in accordance with
Regulation 27 at the rate of 15.5 per cent per annum in Indian Rupee
terms:
Provided that in case the Generation Company or Licensee or MSLDC
claims Return on Equity at a rate lower than the normative rate
specified above for any particular year, then such claim for lower
Return on Equity shall be unconditional:
Provided further that such claim for lower Return on Equity shall be
allowed subject to the condition that the reduction in Return on Equity
shall be foregone permanently for that year and shall not be allowed to
be recouped at the time of Mid-Term Review or true-up as applicable

6.33.2 The methodology to compute return on equity is provided in Regulation 29.3
and the same is produced below:

“29.3 The Base Return on Equity shall be computed in the following manner:
(a)  Return at the allowable rate as per this Regulation, applied on
the amount of equity capital at the commencement of the Year;
plus
(b)  Return at the allowable rate as per this Regulation, applied on
50 per cent of the equity capital portion of the allowable capital
cost, for the investments put to use in Generation Business or
Transmission Business or Distribution Business or MSLDC, for
such Year:
Provided that Base Return on Equity in respect of additional
capitalization after cut-off date beyond the original scope excluding

MSEDCL January 23 274



X

MAHAVITARAN

Maharashtra State Electricity Distribution Co. Ltd

Final True Up For FY 2019-20, FY 2020-21, & FY 2021-22
Provisional True Up for FY 2022-23 and

Revised Projections & Tariff For FY 2023-24 to FY 2024-25
Main Petition

additional capitalization due to Change in Law or revised emission
standards, shall be computed at the weighted average rate of interest
on actual loan portfolio of the generating station or the transmission
system.

”

6.33.3 Considering the funding pattern at Table 201, MSEDCL has considered the
equity addition during the year.

6.33.4 MSEDCL submits that the return on equity capital is allocated in the ratio of
Fixed Assets between the Wires and Retail Supply Business, i.e. 90% to
Wires Business and 10% to Supply Business. Therefore, the capital
expenditure, grants, equity and capitalisation is divided into wires and supply
business in the ratio of 90:10.

6.33.5 The return on equity has been computed as per the methodology specified in
the MYT Regulations, 2019.

6.33.6 Accordingly, the RoE for Wires Business for FY 2023-24 to FY 2024-25 is
projected as under:

Table 211: RoE for Wires Business for FY 2023-24 to FY 2024-25

Rs. Cr.

. FY 23-24 FY 23-24 FY 24-25 FY 24-25
il T Approved Projected | Approved Projected
Regulatory Equity at the beginning of the year 12,085.55 12,485.09 12,420.08 12,653.90
Capitalisation during the year $ 1,115.09 3,961.10 1,115.90 5,302.30
Equity portion of capitalisation during the year 334.53 168.81 334.77 36.42
Reduction in Equity Capital on account of retirement /
replacement of assets
Regulatory Equity at the end of the year 12,420.08 12,653.90 12,754.85 12,690.32
Return on Equity Computation
Base Rate of Return on Equity
Return on Regulatory Equity at the beginning of the year 2,050.14 1,747.91 2,106.88 1,771.55
Return on Regulatory Equity addition during the year 28.37 11.82 28.39 2.55
Interest on Equity portion above 30% - - - -
Total Return on Equity 2,078.51 1,759.73 2,135.28 1,774.09

6.33.7 Further, MSEDCL has computed the RoE for retail supply Business as shown
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in following tables:

Table 212: RoE for Retail Supply Business for FY 2023-24 to FY 2024-25

Rs. Cr.

Particulars FY 23-24 FY 23-24 FY 24-25 FY 24-25

Approved Projected Approved Projected
Regulatory Equity at the beginning of the year 1,343.29 1,387.68 1,380.46 1,406.44
Capitalisation during the year $ 123.90 440.12 123.99 589.14
Equity portion of capitalisation during the year 37.17 18.76 37.20 4.05
Reduction in Equity Capital on account of retirement /
replacement of assets
Regulatory Equity at the end of the year 1,380.46 1,406.44 1,417.65 1,410.48
Return on Equity Computation
Base Rate of Return on Equity
Pretax Return on Equity after considering effective Tax rate
Return on Regulatory Equity at the beginning of the year 252.28 215.09 259.26 218.00
Return on Regulatory Equity addition during the year 3.49 1.45 3.49 0.31
Interest on Equity portion above 30% - - - -
Total Return on Equity 255.77 216.54 262.76 218.31

6.33.8 MSEDCL requests the Hon’ble Commission to approve the return on equity
for wheeling and retail supply as computed above.

6.34 Stabilisation amount as per MYT Order for FY 2023-24 to FY 2024-25

6.34.1 MSEDCL submits that in the MYT Order, Hon’ble Commission has allowed
revenue recovery as shown in the following table. MSEDCL has considered

the same.

Table 213: Stabilisation amount as per MYT Order for FY 2023-24 to FY 2024-25

Rs. Crs

Particulars Formula| FY 2023-24 | FY 2024-25
ARR approved by the Hon'ble Commission A 86,298.00 88,910.00
Approved Revenue at existing tariff B 96,504.00 1,00,738.00
Approved Revenue Gap C=AB (10,206.00) (11,828.00)
Projected Revenue at appproved tariff D 91,883.00 95,927.00
Additional Recovery from approved tariff E=D-B (4,621.00) (4,811.00)
Previous Revenue Gap recovery allowed after adjustment of F_EC 5.585.00 7.017.00
current year Revenue Gap

6.35 Impact of payment to MPECS for FY 2023-24 to FY 2024-25

6.35.1 Hon’ble Commission

in the MYT Order dated 3rd November 2016 has
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approved following amounts towards payment to MPECS.

Financial Year Amount in Rs. Cr.
FY 17-18 46.20
FY 18-19 43.18
FY 19-20 40.17

6.35.2 Subsequently, Hon’ble Commission in the MYT Order dated 30" March, 2020
has approved annual amount towards monthly user charges to be paid to
MPECS by MSEDCL for each year of the Control Period, as the same was
allowed under Order dated 2™ May, 2016. The following table summarises the
payment to be paid to MPECS during the FY 2023-24 to FY 2024-25

Table 214: Impact of payment to MPECS for FY 2023-24 to FY 2024-25
Rs. Cr.

Particulars FY 23-24 FY 23-24 FY 24-25 FY 24-25
Approved Projected | Approved Projected
Impact of Payment to MPECS 28.13 28.13 21.14 21.14

6.35.3 MSEDCL requests the Hon’ble Commission to allow the impact of payment to
MPECS for FY 2023-24 to FY 2024-25 as submitted above.

6.36 Incremental Consumption and Bulk Consumption Rebate for FY 2023-24
and FY 2024-25

6.36.1 Hon’ble Commission in the MYT Order dated 30" March 2020 has accepted
the MSEDCL proposal on allowing rebate for incremental consumption and
approved cost towards Incremental Renate for each year of the Control
Period.

6.36.2 MSEDCL has estimated the Incremental Consumption rebate and bulk
consumption rebate at the same level as that approved by the Hon’ble
Commission.
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Table 215: Incremental Consumption Rebate and Bulk Consumption Rebate for FY
2023-24 to FY 2024-25

Rs. Cr.
Particulars FY 23-24 | FY 23-24 | FY 24-25 FY 24-25
Approved | Projected | Approved | Projected

Incremental Consumption Rebate 426.45 426.45 548.77 548.77

6.37 Additional Surcharge refund for FY 2023-24 and FY 2024-25

6.37.1 As stated in previous chapter, MSEDCL has stopped levy of additional
surcharge to group captive consumers from January 2022 and it has adopted
methodology for refund of ASC.

6.37.2 MSEDCL is refunding the ASC in every month to eligible consumers to the
tune of Rs. 15 Crs. The refund burden will be Rs. 180 Crs annually.
Accordingly, the same is being claimed in the ARR and the Hon’ble
Commission is requested to approve the same.

6.38 Revenue from sale of electricity for FY 2023-24 to FY 2024-25

6.38.1 MSEDCL has considered the projected sales, number of consumers and
connected load/contract/billing demand for FY 2023-24 to FY 2024-25 and
tariff prevailing (approved for respective years) as on date of submission of
the Petition

6.38.2 Year wise revenue for FY 2023-24 to FY 2024-25 is summarised in the
following table.

Table 216: Revenue from Sale of Power at Existing Tariff for FY 2023-24 to FY 2024-25

Rs. Cr.
Particulars FY 23-24 FY 23-24 FY 24-25 FY 24-25
Approved Projected | Approved Projected

Revenue from Sale of Power at Existing Tariff 91,883.00 90,422.16 95,927.00 92,354.58

6.38.3 MSEDCL humbly requests to the Hon’ble Commission to allow the revenue
from sale of power at existing tariff as shown in above table.

6.39 Non-Tariff Income for FY 2023-24 to FY 2024-25
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6.39.1 MSEDCL has certain sources of non-tariff income viz. interest on arrears of
consumers, interest on staff loans and advances, sale of scrap, interest on
investment etc. Annual increase of 5% over previous year is considered for
the year is considered for the heads covered under non-tariff income.

6.39.2 However, Regulation 37.3 of the MERC MYT Regulations, 2019 provides for
non-inclusion of the Delayed Payment Charges and Interest on Delayed
Payment in Non-Tariff Income. The relevant Regulation is reproduced below
for reference:

“37.3 Such Delayed Payment Charge and Interest on Delayed Payment
earned by the Generating Company or the Licensee shall not be
considered under its Non-Tariff Income.”

6.39.3 Accordingly, MSEDCL has not projected any Delayed Payment Charge and
Interest on Delayed Payment in Non-Tariff Income. MSEDCL further has not
projected the deferred income since the consumer contribution and grants is
being getting subtracted from opening GFA

6.39.4 Following table shows the projected non-tariff income for FY 2023-24 to FY

2024-25.
Table 217: Non-Tariff Income for FY 2023-24 to FY 2024-25
Rs. Cr.

Particulars FY 23-24 FY 23-24 FY 24-25 FY 24-25

Approved Projected Approved Projected
Rents of land or buildings 1.26 1.00 1.32 1.05
Sale of Scrap 63.27 45.93 66.43 48.23
Income from investments 22.49 - 23.61 -
Income from sale of tender documents 10.84 5.19 11.38 5.45
Prompt payment discount from REC/PFC 14.78 - 15.52 -
Other/Miscellaneous receipts 326.97 252.43 343.32 265.05
Revenue from subsidy & grant - 0.53 - 0.55
Interest on Contingency Reserve Investments - 28.78 - 30.21
Total 439.60 333.86 461.59 350.55

6.39.5 MSEDCL requests the Hon’ble Commission to approve the Non-Tariff Income

as per above projections.

MSEDCL

January 23

279




/\ Final True Up For FY 2019-20, FY 2020-21, & FY 2021-22

MAHAVITARAN Provisional True Up for FY 2022-23 and
SRR Revised Projections & Tariff For FY 2023-24 to FY 2024-25
Main Petition

6.40 Income from Open Access Charges for FY2023-24 to FY 2024-25

6.40.1 MSEDCL submits that the income from Open Access Charges (including
CSS, Transmission Charges, Operating Charges etc.) which is inclusive of the
Income from Wheeling charges has been estimated at the same level as that
approved by the Hon’ble Commission. The following table summarises the

income from Open Access Charges for FY 2023-25 to FY 2024-25
Table 218: Income from Open Access Charges for FY 20-21

Rs. Cr.
Particulars FY 23-24 FY 23-24 FY 24-25 FY 24-25
Approved Projected | Approved Projected

Income from Open Access Charges 214.76 214.76 216.60 216.60

6.40.2 MSEDCL requests the Hon’ble Commission to approve the income from Open
Access Charges as per above projections.

6.41 Income from Additional Surcharge for FY 2023-24 to FY 2024-25

6.41.1 MSEDCL has considered the Income from additional surcharge same as that
approved by the Hon’ble Commission for FY 2023-24 and FY 2024-25
respectively.

6.41.2 The summary of projected income from FY 2023-24 to FY 2024-25 is

summarised in following table:
Table 219: Income from Additional Surcharge for FY 2023-24 to FY 2024-25

Rs. Cr.
Particulars FY 23-24 FY 23-24 FY 24-25 FY 24-25
Approved Projected | Approved Projected

Income from Additional Surcharge 112.63 112.63 109.46 109.46

6.41.3 MSEDCL requests to the Hon’ble Commission to approve the income from
Additional Surcharges as per above projections.
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6.42 Income from Trading of Surplus Power for FY 2023-24 to FY 2024-25

6.42.1 Hon’ble Commission in the MYT Order dated 30" March, 2020 in Case No.
322 of 2019 has approved Income from Trading of Surplus Power for FY
2023-24 to FY 2024-25.

6.42.2 MSEDCL submits that at present it has not estimated any income from trading

of surplus power.
Table 220: Income from Trading of Surplus Power for FY 2023-24 to FY 2024-25

Rs. Cr.
Particulars FY 23-24 | FY 23-24 | FY 24-25 | FY 24-25
Approved | Projected | Approved | Projected
Income from Trading of Surplus Power 363.02 - 386.30 -

6.42.3 MSEDCL requests to the Hon’ble Commission to allow the income from sale
of surplus power as shown in above table.

6.43 Aggregate Revenue Requirement for FY 2023-24 to FY 2024-25

6.43.1 Considering the parameters discussed above, the Aggregate Revenue
Requirement (ARR) of MSEDCL for Wires Business for the FY 2023-24 to FY

2024-25 is summarised as follows:
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Table 221: ARR for Distribution Wires Business for FY 2023-24 to FY 2024-25

Rs. Cr.

. FY 23-24 FY 23-24 FY 24-25 FY 24-25
TS Approved Projected Approved Projected
Operation & Maintenance Expenses 5,086.16 5,448.75 5,281.17 5,724.41
Depreciation 2,810.20 2,772.10 2,865.44 2,977.86
Interest on Loan Capital 804.49 841.48 593.13 1,004.40
Interest on Working Capital 145.69 138.35 145.64 163.35
In.ter.est on deposit from Consumers and 62.58 46.00 65.71 48.30
Distribution System Users
Other Finance Charges - - - -
Provision for bad and doubtful debts 73.26 111.11 73.26 116.58
Opex Schemes 84.31 328.25 84.31 1,203.56
Contribution to contingency reserves 166.81 156.66 171.52 180.20
Income Tax - - - -
Return on Equity Capital 2,078.51 1,759.73 2,135.28 1,774.09
Aqggregate Revenue Requirement 11,312.02 11,602.42 11,415.46 13,192.75
Less
Income from Wheeling Charges - - - -
Income from Open Access Charges 214.76 214.76 216.60 216.60
Aggregate Revenue Requirement from 11,007.26 11,387.66 11,198.85 12,976.14
Distribution Wires
Revenue from Wires Business - - - -
Revenue Gap/(Surplus) 11,097.26 11,387.66 11,198.85 12,976.14

6.43.2 Considering the parameters discussed above, the Aggregate Revenue
Requirement (ARR) of MSEDCL for Supply Business for the FY 2023-24 to
FY 2024-25 is summarised as follows:
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Table 222: ARR for Supply Business for FY 2023-24 to FY 2024-25

Rs. Cr.

. FY 23-24 FY 23-24 FY 24-25 FY 24-25
i Approved Projected Approved Projected
Power l_’ur_chase Expenses (including Inter-State 64,554.92 75.168.09 66,819.60 77.448.70
Transmission Charges)
Operation & Maintenance Expenses 2,738.70 2,933.94 2,843.71 3,082.37
Depreciation 312.24 308.01 318.38 330.87
Interest on Loan Capital 89.39 93.50 65.90 111.60
Interest on Working Capital - - - -
Interest on Consumer Security Deposit 563.21 414.00 591.38 434.70
Other Finance Charges - - - -
Provision for bad and doubtful debts 659.37 999.96 659.37 1,049.22
Other Expenses 60.87 329.80 63.91 346.29
Income Tax - - - -
Intra-State Transmission Charges 6,009.51 6,009.51 6,036.77 6,036.77
Incentives/Discounts 373.20 385.73 391.86 405.02
Contribution to contingency reserves 18.53 17.41 19.06 20.02
Return on Equity Capital 255.77 216.54 262.76 218.31
Additional Surcharge Refund - 180.00 - 180.00
Effect of sharing of gains/losses - - - -
Impact of payment to MPECS in future years 28.13 28.13 21.14 21.14
Opex Scheme 26.18 324.25 26.18 1,163.56
Incremental Consumption Rebate 426.45 426.45 548.77 548.77
Aggregate Revenue Requirement for Supply
Business 76,116.48 87,835.32 78,668.77 91,397.35
Stabilisation amount as per MYT Order 5,585.00 5,585.00 7,017.00 7,017.00
Total Revenue Expenditure 81,701.48 93,420.32 85,685.77 98,414.35
Less
Non-Tariff Income 439.60 333.86 461.59 350.55
Income from Additional Surcharge 112.63 112.63 109.46 109.46
Income from Trading of Surplus Power 363.02 - 386.30 -
Net Aggregate Revenue Requirement 80,786.22 92,973.83 84,728.43 97,954.34
Revenue from Sale of Power 91,883.00 90,422.16 95,927.00 92,354.58
Revenue from Retail Supply Business - - - -
Revenue Gap/(Surplus) (11,096.78) 2,551.67 (11,198.57) 5,599.76

6.44 Revenue Gap/(Surplus) for FY 2023-24 to FY 2024-25

6.44.1 Based on Wire and Supply Business ARR discussed above, the stand alone
Revenue gap (combined for the Wires Business and Supply Business) as
against the approved by the Hon’ble Commission, for FY 2023-24 to FY 2024-
25 is presented in the Table below:
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Table 223: Combined ARR for Wires & Supply Business for FY 2023-24 to FY 2024-25

Rs. Cr.

Particulars FY 23-24 FY 23-24 FY 24-25 FY 24-25

Approved Projected Approved Projected
Power Purchase Expenses 64,554.92 75,168.09 66,819.60 77,448.70
Operation & Maintenance Expenses 7,824.87 8,382.69 8,124.87 8,806.78
Depreciation Expenses 3,122.45 3,080.11 3,183.82 3,308.73
Interest on Loan Capital 893.88 934.97 659.04 1,116.00
Interest on Working Capital 145.69 138.35 145.64 163.35
Interest on Consumers Security Deposit 625.79 460.00 657.08 483.00
Other Finance Charges - - - -
Provision for bad and doubtful debts 732.63 1,111.06 732.63 1,165.80
Other Expenses 60.87 329.80 63.91 346.29
Income Tax - - - -
Intra-State Transmission Charges MSLDC charge 6,009.51 6,009.51 6,036.77 6,036.77
Incentives/Discounts 373.20 385.73 391.86 405.02
Contribution to Contingency Reserves 185.35 174.06 190.57 200.22
Opex Scheme 110.49 652.51 110.49 2,367.12
Return on Equity Capital 2,334.28 1,976.27 2,398.04 1,992.41
Additional Surcharge Refund - 180.00 - 180.00
Effect of sharing of gains/losses - - - -
Add: Impact of payment to MPECS in future years 28.13 28.13 21.14 21.14
Incremental Consumption Rebate 426.45 426.45 548.77 548.77
Aggregate Revenue Requirement 87,428.50 99,437.74 90,084.23 1,04,590.10
Stabilisation amount as per MYT Order 5,585.00 5,585.00 7,017.00 7,017.00
Total Aggregate Revenue Requirement 93,013.50 1,05,022.74 97,101.23 1,11,607.10
Less
Non-Tariff Income 439.60 333.86 461.59 350.55
Income from Open Access Charges 214.76 214.76 216.60 216.60
Income from Trading of Surplus Power 363.02 - 386.30 -
Income from Wheeling Charges - - - -
Income from Additional Surcharge 112.63 112.63 109.46 109.46
Net Aggregate Revenue Requirement 91,883.49 1,04,361.49 95,927.28 1,10,930.49
Revenue from Sale of Power 91,883.00 90,422.16 95,927.00 92,354.58
Revenue from Retail Supply Business - - - -
Revenue from Wires Business - - - -
Revenue Gap/(Surplus) 0.49 13,939.34 0.28 18,575.90

6.44.2 MSEDCL requests the Hon’ble Commission to allow the expenditure and
revenue gap as show in the above table.
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7 ADDITIONAL CLAIMS AND NET RECOVERY FROM TARIFF

7.1 Impact of Review Order

7.1.1 1t is submitted that MSEDCL had filed a Petition (Case No. 84 of 2020)
seeking review of MYT Order dated 30™ March 2020. The Hon’ble
Commission vide its Order dated 30 June 2020 had allowed MSEDCL certain
claims in the Review Order.

7.1.2 The Hon’ble Commission admitted that is an error in the energy input
considered for various years for computing efficiency loss on account of
increased Distribution Loss. Accordingly, the Hon’ble Commission revised the
computation of sharing of efficiency gain/loss on account of increased
Distribution Loss. In addition to this, the Hon’ble Commission also determined
the holding cost on MSEDCL'’s share of efficiency loss recalculated in this
review Order. The following Table shows the net impact allowed to MSEDCL
on account of sharing of loss of higher distribution loss form FY 2014-15

onwards.
Particulars Unit Amount
Incremental Principal Amount to be allowed on | Rs. Cr. 432

account of revision in Impact of Sharing of
Distribution Loss

Revised Holding Cost workings (now from FY 15 to | Rs. Cr. -187
FY 21; Earlier it was worked out from FY 18 to FY 21)
Net Impact of Review Rs. Cr. 246

7.1.3 Hon’ble Commission had allowed Income Tax of Rs. 215.08 Crore against Rs.
213.89 Crore approved in MYT Order for FY 2017-18, thereby allowing an
additional claim of Rs. 1.18 Crore against Income Tax.

7.1.4 MSEDCL has submitted its reconciliation regarding impact of payment to
MPECS for FY 2017-18 at Annexure 12 of this Petition.

7.1.5 Accordingly, MSEDCL has claimed Rs. 247.44 Crore as an additional impact
of Review Order dated 30" June 2020.
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7.2 Carrying Cost in previous Gap and other Claims

7.2.1 Hon’ble Commission has been allowing carrying cost/ holding cost on the
revenue gap/ surplus respectively. MSEDCL request the Hon’ble Commission
to allow the carrying cost on the previous gaps.

7.2.2 MSEDCL further submits that the APTEL, New Delhi in its Judgement dated
8™ April, 2015 in the matter of Reliance Infrastructure Limited Vs MERC and
others, the APTEL has ruled that the carrying cost should be calculated for
the period from the middle of the financial year in which the revenue gap had
occurred upto the middle of the financial year in which the recovery has been
proposed. This is because the expenditure is incurred throughout the year
and its recovery is also spread out throughout the year.

7.2.3 The revenue gap is determined at the end of the financial year in which the
expenditure is incurred. However, the under or over recovery is the resultant
of the cost and revenue spread throughout the year. Similarly, the revenue
gap of the past year is recovered throughout the year in which its recovery is
allowed. Therefore, the carrying cost on revenue gap as a result of true up for
a financial year should be calculated from the mid of that year in which such
revenue gap is allowed to be recovered.

7.2.4 Hon’ble Commission in MYT Order already followed the similar principle.
MSEDCL requests the Hon’ble Commission to allow the carrying cost on
same principle so as to avoid any legitimate revenue loss.

7.2.5 MSEDCL submits that details of carrying cost on the revenue gap of FY 2019-
20 to FY 2022-23 along with the additional claims is given in following table.
The Interest Rate is taken as per the rate on Interest on Working Capital for
the respective year.
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Table 224: Calculation of carrying cost on previous claims
Rs. Crs
Particulars FY 19-20 | FY 20-21 | FY 21-22 FY 22-23 Total
Impact of Review Order 247 .44
Revenue Gap 11,516 5,932 8,151 548
Total 11,515.64 6,179.87 | 8,151.07 548.03
Interest Rate 9.66% 8.57% 8.50% 9.55%
From 01-10-2019( 01-10-2020| 01-10-2021| 01-10-2022
To 31-03-2023| 31-03-2023| 31-03-2023| 31-03-2023
FY 19-20 556.05
FY 20-21 987.19 264.89
FY 21-22 978.83 525.29 346.42
FY 22-23 1,099.74 590.18 778.43
Total 3,621.81 1,380.36 1,124.85 - 6,127.01

7.3 Carrying Cost on unrecovered revenue gap during

7.3.1

revenue gap as shown in following table.

Table 225: Carrying Cost on Unrecovered Revenue Gap

MSEDCL submits that it has computed the carrying cost on the unrecovered

Rs. Crs

Revenue Recovery Formula| FY 2023-24 FY 2024-25 Total
Total Revenue Gap for previous years a 26,395 14,101
Revenue Gap for current year b 13,939 18,576 32,515
Total Revenue Gap upto current year c=a+b 40,334 32,677
Net Revenue Gap upto current year d 40,334 32,677
Recovery from T ariff hike e -26,233 -41,448 67,681
Revenue gap to be carried forward f=d+e 14,101 -8,771
Interest Rate g 9.55% 9.55%
Carrying Cost on unrecovered Gap h=a*g 1,260 1,347 2,607
Carrying Cost on previous claims till FY 22-23 i 6,127
Total Carrying Cost j=h+i 7,387 1,347 8,734
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7.4 Net Recovery from Tariff

7.4.1 Considering the above, MSEDCL has computed the net recovery from tariff as

shown in following table.
302.00

7.4.2 MSEDCL requests the Hon’ble Commission to approve the net recovery from
tariff as computed above.
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8 TARIFF DESIGN & METHODOLOGY

8.1 Background
8.1.1 Section 42(4) of the Electricity Act, 2003, provides that

8.2 Tariff Design Principles

8.2.1 Hon’ble Commission has been guided by the Electricity Act, 2003 and the
National Tariff Policy while determining retail tariffs across the State of
Maharashtra. Hon’ble Commission has always laid emphasis on adoption of
factors that encourages economy, efficiency, effective performance and
improved conditions of supply for the consumers. On the similar guidelines
Hon’ble Commission may apply similar principles considering the ground
realities as well as to ensure the financial viability of the Licensee.

8.2.2 Tariffs linked to cost of supply and gradual reduction of cross-subsidies in a
given time frame is an important feature of the Electricity Act, 2003 and the
Tariff Policy. Also, in terms of the Section 61(g) of the Act, the Hon'ble
Commission shall be guided by the objective that the tariff progressively
reflects the efficient and prudent cost of supply of electricity.

8.2.3 MSEDCL submits that there is an urgent need for ensuring recovery of cost of
service from consumers to make the sector viable. At the same time as
mandated in the EA 2003, some minimum level of support by way of cross
subsidy is required to make electricity affordable for very poor consumers as
electricity has now become a necessity and an essential driver of growth in an
agrarian economy of the State.

8.3 Full Cost Recovery

8.3.1 MSEDCL submits that the present Petition is based on full cost recovery of
the total revenue gap computed for the previous years. Section 61 of the Act
mandates that the Appropriate Commission, while determining tariff, shall not
only ensure safeguarding of consumer’s interest but shall also ensure the
recovery of the cost of electricity in a reasonable manner.
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8.3.2 MSEDCL submits that the MTR period can be period can be utilized to re-visit
the approach adopted by Hon’ble Commission in MYT Order. MSEDCL
humbly request the Hon’ble Commission to evolve a methodology during
remaining two years of the fourth Control Period to re-determine the
commercial principle to sustain growth, ensure financial viability of the
Licensee, avoid financial losses and at the same time protect the consumer
interests. In this context, Paragraph 5.10 of the Tariff Policy notified on 28th
January, 2016 states as follows:

“5.10 Consumer interest is best served in ensuring viability and sustainability
of the entire value chain viz., generation, transmission and distribution
of electricity, while at the same time facilitating power supply at
reasonable rate to consumers. The financial turnaround/restructuring
plans are approved by the Appropriate Government from time to time
to achieve this objective. The Appropriate Government as well as
the Appropriate Commission while implementing such plans shall
ensure viability of the generation, transmission and distribution in
terms of recovery of all prudent costs.” (emphasis added)

8.3.3 MSEDCL thus proposes the following Tariff Philosophy which may be
considered while deciding the retail tariffs as well as the terms and conditions
of the tariff schedule:

8.4 Rationalization of Fixed Cost

8.4.1 It has been the Hon’ble Commission’s policy of recovering the Fixed Cost of
MSEDCL through a Fixed Tariff applicable to the consumers (to the extent
possible). Hon’ble Commission in its first Tariff Order dated 5" May, 2000
while determining the fixed charge component of the tariff ruled that the
recovery of fixed costs should come from fixed charges and also observed
that the fixed charge component of tariff needs to be gradually increased in
due course to cover the actual fixed cost incurred.

8.4.2 The Hon’ble Commission has articulated its view point in December 2003
Tariff Order as follows:

MSEDCL January 23 290



/\ Final True Up For FY 2019-20, FY 2020-21, & FY 2021-22

MAHAVITARAN Provisional True Up for FY 2022-23 and
SRR Revised Projections & Tariff For FY 2023-24 to FY 2024-25
Main Petition

“2.2.3 Commission’s Ruling

The Commission has already elaborated the rationale for levy of demand
charges in its previous Tariff Orders. A major part of the costs of the MSEB,
apart from the cost of fuel for own generation and variable cost of power
purchase, is fixed in nature and the ratio of fixed to variable costs currently
stands at 53:47. Though the consumer accesses electricity at any time he
desires, the MSEB’s infrastructure (physical infrastructure as well as
employees, administration, etc.) has to be permanently available, and related
costs incurred irrespective of the level of consumption by individual
consumers, and these expenses thus comprises the fixed costs of the MSEB.

The Commission has continued the process of increasing the recovery
of fixed costs by levy of fixed charges to consumers, to safeguard the
MSEB from steep fluctuations in revenue with varying consumption over
time. The revised fixed/demand charges have been designed to recover
around 40% of MSEB’s fixed costs, as compared to the existing level of
recovery of around 35% of fixed costs. The balance fixed costs are recovered
through energy charges. Thus, for any disruption in supply, the MSEB is
effectively losing out on the recovery of fixed costs to that extent. If MSEB is
not allowed to recover fixed cost for the period of interruptions and low voltage
period, it would further affect the financial viability of MSEB. ...” (Emphasis
added)

8.4.3 In the Annual Performance Review Order for FY 2007-08 for MSEDCL,
Hon’ble Commission unilaterally decided to reduce the fixed charges
applicable to different categories of consumers citing the reasons for reduced
availability of power.

8.4.4 In the said Order, Hon’ble Commission had observed as under:
‘33. ... As and when sufficient power is available and contracted by the
licensees, the fixed charges can again be increased, and energy
charges reduced correspondingly.”

8.4.5 Similarly, in the Tariff Order dated September 12, 2010, Hon’ble Commission
had observed as under:

MSEDCL January 23 291



/\ Final True Up For FY 2019-20, FY 2020-21, & FY 2021-22

MAHAVITARAN Provisional True Up for FY 2022-23 and
SRR Revised Projections & Tariff For FY 2023-24 to FY 2024-25
Main Petition

5.3 ...

(a) Restoration of Fixed Charges
Commission’s Ruling

The Commission has already clarified that once sufficient power is
available and contracted by the licensees, the fixed/demand charges can
again be increased, and energy charges reduced correspondingly. ...”

8.4.6 It is humbly submitted that, at that point of time also, the power supplied to
certain categories of consumers was maintained without any reduced supply.
As such, MSEDCL feels that the said reduction was unwarranted.

8.4.7 It is further submitted that unavoidable circumstances in real time operations
such as coal shortages, faults in generation units, transmission line tripping
etc. have led to load shedding for short duration. The load shedding is
resorted to safeguard the system from over drawls and/or grid collapse. It is
not MSEDCL’s infrastructure which is incapable of supplying the power, rather
there is sufficient supply to match the consumer demand. Thus, the
fixed/demand charges should not be linked to the few instances of load
shedding.

8.4.8 As present, due to sufficient availability of power, there is no Load Shedding
in the State. MSEDCL therefore categorically submits that it has sufficient
power and has contracted enough power to meet the present and ever-
increasing future demand of the State.

8.4.9 MSEDCL submits that out of the total ARR, major expenses are fixed in
nature and need to be incurred irrespective of any distribution / retail business
undertaken by it. A similarity can be drawn in case of generator i.e. even if
power plant is shut down, the generating companies need to incur expenses
for employees, minor R&M to other assets, depreciation, obligation for loan
repayment, interest on loan payments etc. MSEDCL also has similar type of
fixed expenses which need to be incurred irrespective of any distribution /
retail business undertaken by it. MSEDCL submits that ideally these fixed
expenses should be recovered by a combination of Fixed & Demand
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Charges. MSEDCL has carried out the detailed exercise wherein the fixed
cost obligations are mapped out and which it intends that Hon’ble
Commission may align the fixed charges accordingly.

8.4.10 MSEDCL submits that all its expenditure excluding the variable cost (fuel
related cost) of Power Purchase Expenses is fixed in nature. Thus ideally
these fixed cost expenses should be recovered through Fixed/Demand
Charges.

8.4.11 The Hon’ble Commission in the MYT Order dated 30" March, 2020 had
allowed recovery of only 16% to 18% through fixed charges as against 55% of
recovery that should have been allowed then. This under-recovery has led to
inadequacy of funds. Further, the recovery from Fixed Charges is much lower
which is against the basic principles of recovery of fixed costs through fixed
charges as agreed by the Hon’ble Commission in previous Tariff Orders.

8.4.12 As stated rightly by the Hon’ble Commission in its tariff Order darted 26™
June, 2015 that
“6.7.6 ...Levy of Fixed Charges and Demand Charges do not result in any
windfall gain to MSEDCL, since it is recovering only a part of the Fixed
Costs through such Charges....”
the question is about the principle of applicability and recovery of fixed
liabilities and not continue to dependent on the consumption.

8.4.13In the last MYT order dated 30" March, 2020, the Hon’ble Commission has
accepted the prayer of MSEDCL for increase in the Fixed Charges to certain
extent and this may be considered as a gradual approach so as to ensure
proper recovery process for MSEDCL. This may not result into any undue
tariff burden on the consumers because, to maintain the full cost recovery, the
tariff will either have a corresponding change on fixed charges or energy
charges.

8.4.14 Therefore, MSEDCL has proposed increasing the Fixed/Demand Charges for
various categories for each category of consumers every year as a step
towards gradual balancing the fixed changes recovery with fixed charges
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obligation. This is in line with the Hon’ble Commission observation that the
recovery of fixed costs should come from fixed charges and the fixed charge
component of tariff needs to be gradually increased in due course of time to
cover the actual fixed costs incurred by the licensee

8.5 Continuation of 30 minutes Demand Integration Period for LT meters

8.5.1 Hon’ble Commission MERC notified the Maharashtra Electricity Regulatory
Commission (Electricity Supply Code and Standards of Performance of
Distribution Licensee including Power Quality) Regulations, 2021 whereby it
modified the definition of Maximum Demand to include Fifteen (15) minute
time block instead of Thirty (30) minute time block to compute the Maximum
Demand. The relevant extract is reproduced below:

‘99. “Maximum Demand” in kilowatts or kilo-volt-amperes, in relation

to any period shall, unless otherwise provided in any general or
special order of the Commission, mean four times the largest
number of kilowatt-hours or kilo-volt-ampere-hours supplied and
taken during any consecutive Fifteen (15) minutes blocks in that
period:
Provided that Licensee shall continue to compute Maximum
Demand in Thirty (30) minute blocks till the meters are
replaced/re-programmed for Fifteen (15) minute blocks, as
per the plan approved by the Commission.” (emphasis
added)

8.5.2 MSEDCL submits that presently in MSEDCL network there are 1,34,900 nos.
of 40 - 200 Amps CT Embedded meters functioning with Demand Integration
Period of 30 minutes. All 40 - 200 Amps CT Embedded meters has to be
reprogrammed from Demand Integration Period of 30 minutes block to 15
minutes’ block.

8.5.3 MSEDCL submits that to reprogram 1,34,900 nos. of 40-200 Amps CT
Embedded meters, it shall approximately take time duration of minimum 18
months and estimated cost of such reprogramming is approximately Rs. 19
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Crs.

8.5.4 MSEDCL further submits that under the proposed Detailed Project Report as
per Revamped Distribution Sector Scheme (RDSS), all three phase meters
will be replaced by smart meters in near future

8.5.5 Further, it is to mention that since three phase LT consumers do not have
much fluctuating loads, hence a shorter time interval of Maximum Demand
calculation will not have much significant effect in Maximum Demand values
for three phase LT consumers.

8.5.6 Considering time and cost involved, Hon’ble Commission is humbly requested
to allow MSEDCL to continue with Demand Integration Period of 30 minutes
for existing three phase LT 40-200 Amps CT Embedded meters till
replacement of existing three phase LT 40-200 Amps CT Embedded meters
by smart meters under RDSS scheme.

8.6 Multiple Sources of Supply

8.6.1 Hon’ble Commission MERC notified the Maharashtra Electricity Regulatory
Commission (Electricity Supply Code and Standards of Performance of
Distribution Licensee including Power Quality) Regulations, 2021, wherein
enabling provision for recovery of additional fixed charges from Consumers
availing additional/multiple source of supply has been specified. The relevant
extract is reproduced below:

‘3.2 Except where otherwise previously approved by the Authority, the
classification of installations shall be as follows: -

Provided further the Distribution Licensee, having regard to the nature
of supply and purpose for which supply is required, may adopt special
system of supply including multiple source of supply for specific
Consumers, if it is demanded by the Consumer and if the same is
technically feasible. However, additional cost towards such special
system of supply over and above the cost towards applicable system of
supply shall be borne by the concerned Consumers:
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Provided further that Consumer having multiple sources of supply
may be subjected to additional fixed charges as determined by
the Commission from time to time based on Distribution
Licensee’s proposal in Tariff Petition.” (Emphasis added)

8.6.2 MSEDCL submits that presently under MSEDCL'’s jurisdiction there are 210
nos. of HT&EHV consumers who are availing double / multiple feeder supply
of electricity.

8.6.3 MSEDCL further submits that, the said double /multiple feeder supply
arrangement has been provided by MSEDCL on the specific request of the
consumer.

8.6.4 Accordingly, MSEDCL proposes to levy additional demand charges for each
additional feeder. The demand rate approved by MERC for single feeder
consumer will be applied additionally for each extra feeder.

8.7 Rebate for Incremental Consumption

8.7.1 Regulation 81.4 of the MERC MYT Regulations, 2019 allows for provisioning
of various rebates. The relevant extract is reproduced below:

“81.4 The Distribution Licensee may propose other rebates for inter-alia,
taking supply at higher voltages, bulk consumption, power factor, eftc.,
as a part of their Petition, and the revenue impact of rebates shall be
passed on through the Aggregate Revenue Requirement and tariffs,
subject to the Commission’s approval.”

8.7.2 Hon’ble Commission in the MTR Order dated 12th September, 2018 has
observed that encouraging incremental consumption by way of discount
would be good in surplus power scenario and contracted capacity is available
in excess which otherwise would be subjected to backing down.

8.7.3 Accordingly, based on MSEDCL’s Proposal during MYT Order dated 30th
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March 2020 in Case No. 322 of 2019 Hon’ble Commission allowed rebate for
incremental consumption with certain modifications to MSEDCL’s proposal,
the Hon’ble Commission in principle accepted the proposal of MSEDCL. The
rebate for incremental consumption allowed at @Rs. 0.75/kVAh and further
detailed modalities for operationalization of rebate for incremental
consumption alognwith relevant conditions for applicable consumer categories
and eligible consumers were laid out. The relevant extract of MYT Order is
provided below:

‘8.15.8 .... .With surplus contracted energy available at its disposal, the
Commission agrees with MSEDCL about exploring avenues for
increasing sales within its distribution area as well as opportunities of
surplus trading of power through power exchanges and inter-utility
exchange within state. In addition any incremental consumption by
existing or future consumers would help MSEDCL gainfully utilise
surplus /stranded power generation/contracted capacity available with
it instead of backing down. So long as the opportunity for revenue
recovery from such sources exceeds the variable/incremental cost of
sourcing of such power, it would only benefit MSEDCL to reduce
burden of surplus/stranded power capacity. In that sense, offering such
rebate for incremental consumption to direct consumers as well as
open access consumers would be in order, since aim for offering such
rebate is to increase incremental consumption/sale by Licensee.
Hence, the Commission opines that offering such rebate for
incremental consumption to all consumers including partial open
access consumers, subject to clearly laid out conditions would be
appropriate.”

8.7.4 Hon’ble Commission while providing detailed modalities in its MYT Order also
stated as under:

‘8.15.12 Detailed modalities for operationalization of rebate for incremental
consumption along-with relevant conditions for applicable consumer
categories and eligible consumers shall be governed as per
following conditions:
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e The rebate for incremental consumption shall be applicable for
HT industries, HT commercial, HT public services, HT-PWW, HT
Railways/Metro/Mono  and  HT-Group  Housing  Society
(Residential).

e The rebate shall be given to eligible consumers including partial
open access consumers falling under above consumer
categories to the extent of procurement from MSEDCL.

e The rebate shall be for a period of 3 years subject to
reconsideration during the MTR.

e The rebate shall be allowed to eligible consumers who consume
power above threshold limit

e The 3-year average monthly consumption by consumer from FY
2017-18 to FY 2019-20 shall be considered as baseline
consumption  (or ~monthly threshold consumption) for
determination of incremental consumption by such eligible
consumers.

e In case of a consumer registered into system for duration lower
than 3 years, such consumer shall be eligible for availing
incremental rebate from the next billing cycle upon completion of
3-year period and average monthly consumption for past three
years shall be considered as its baseline consumption (or
monthly threshold consumption) in such cases for determination
of their incremental consumption for the purpose of rebate.

e For the purpose of determination of Incremental
consumption post MTR period of 4th Control Period, (i.e. for
FY 2023-24 and FY 2024-25), baseline consumption (or
monthly threshold consumption) shall be reset based on 3-
year average from FY 2020-21 to FY 2022-23.

e The billing at the reduced rates after allowing the rebate shall be
done on monthly basis subject to condition that net entitlement
for the rebate under this head of incremental consumption shall
be determined on annual basis (April to March) equal to energy
units consumption in excess of baseline consumption (i.e.
annual  threshold  consumption). The adjustment for
Shortfall/excess in case cumulative monthly consumption for the
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yearly consumption vis-a-vis its baseline consumption (i.e.
annual threshold consumption) shall be effected in the last
monthly (for March) billing period. No carry-forward of
shortfall/excess shall be allowed from one year to next year.
Provided that such adjustment of rebate for yearly incremental
consumption vis-a-vis baseline consumption (i.e. annual
threshold consumption) shall be undertaken from FY 2021-22
onwards and no such adjustment shall be undertaken for FY
2020-21 wherein monthly rebate shall continue considering
emergent situation arising in FY 2020-21 due to global
pendemic of COVID-19 and its possible fall out on annual
electricity consumption by industry and society at large.

e For example, If a consumer’s 3-year average annual
consumption in was 12,000 units, the consumer shall be entitled
for the rebate of Rs.0.75/kVAh for consumption exceeding its
monthly threshold consumption (not below the baseline
consumption of 1,000 units per month) in FY 2021-22 onwards.
However, in case its cumulative monthly consumption for the
yearly period falls short of annual threshold consumption of
12,000 units then, consumer shall not be entitled for incremental
consumption rebate for that financial year and shortfall (or
rebate already availed by consumer in earlier months, if any)
shall be adjusted for recovery in monthly billing period for March.

e The Commission has not considered isolated cases which
may become Permanently Disconnected during the year in
which a rebate has been availed for some months. The
details of such cases, if any will be dealt based on the data
as may be submitted by MSEDCL during MTR.

e The rebate shall be over and above the existing rebates subject
to the fact that the consumer’s total variable charges should not
be less than Rs.4/ kVAh after accounting for all applicable
rebates.

e The rebates would also be applicable to Open Access
consumers, subject to conditions outlined above.” (emphasis
added)
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8.7.5 MSEDCL proposes to continuation of such rebate as the opportunity for
revenue recovery from such sources exceed the variable/incremental cost of
sourcing of such power, and it would benefit MSEDCL to reduce burden of
surplus/stranded power capacity.

8.7.6  MSEDCL submits that it is observed that some consumers are merging their

existing connections by permanently disconnecting one of existing connection
and shifting the load on existing another connection and increasing contract
demand and availing benefit of incremental consumptions rebate.
e.g. A1 consumer having Contract demand of 12100 kVA & A2 consumer
having Contract demand of 3600 kVA. A1 got permanently disconnected and
shifted load on A2. The resultant contract demand of A2 became 18000 kVA
by marginal addition of new demand. Hence after merging the load the
monthly consumption of A2 having 18000 kVA demand compared with 3
years average of A2’'s old demand i.e. 3600 considered for baseline
consumption. Thus consumer has availed more benefit of Incremental
consumptions rebate.

MSEDCL submits that the proposal of introduction of incremental
consumption rebate is to increase consumption by existing / new consumers.
However, the practices followed by certain consumers for getting benefit of
incremental consumption rebate need to be restricted as there is no additional
consumption by consumer. Hence, it is submitted that consumers increasing
their demand by merger, amalgamation of existing connections should not get
benefit of Rebate on Incremental Consumption to full extent.

However, if consumer increases their demand over and above the merged
demand only that increased demand and consumption should be compared
with the base load and incremental consumption should be considered while
giving the benefit of such rebate.

8.7.7 MSEDCL further submits that in order to encourage timely payments by
defaulting consumers this rebate need to be governed by following conditions
so as to create deterrent to defaulting consumers, if any.

¢ Incremental Consumption Rebate will be available only if the consumer
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has no arrears with the Distribution Licensee, and payment is made
within seven days from the date of electricity bill.

e HT Industrial and HT Commercial consumers shall be allowed to revise
their Contract Demand upto 2 times in a Billing cycle. Provided that
subsequent to second change in Contract Demand in a Billing Cycle by
HT Consumers, for the remaining period of that particular billing cycle,
such benefit of rebate shall be withdrawn for the entire billing period.
For subsequent Billing Cycle, rebate shall be restored if the consumer
does not exercise its option of changing Contract Demand for the
second time in that Billing Cycle.

e In case of not availing a prompt payment discount i.e., non-adherence
to bill payment within date for availing prompt payment discount for any
billing month, such benefit of rebate shall be withdrawn for the entire
period of next billing month.

e In case of any default or non-adherence to bill payment within the due
date of Payment mentioned on the bill for any month in previous
quarter, such benefit of rebate shall be withdrawn for the next quarter.

e However, the consumer shall be entitled to rebate in subsequent
quarters in case it maintains payment track record within due date for
every month in the previous quarter.

8.8 Bulk Consumption Rebate

8.8.1 Hon’ble Commission in its MYT Order dated 30" March, 2020 observed that
Regulation 81.4 of the MERC MYT Regulations, 2019 allows for provisioning
of various rebates and on its own allowed ‘Rebate for Bulk consumption’
within HT- Industrial category. This rebate has been allowed to be passed
through the ARR. The relevant extract of the Regulations is reproduced
below:

‘81.4 The Distribution Licensee may propose other rebates for inter-alia,
taking supply at higher voltages, bulk consumption, power factor, etc.,
as a part of their Petition, and the revenue impact of rebates shall be
passed on through the Aggregate Revenue Requirement and tariffs,
subject to the Commission’s approval.”
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8.8.2 MSEDCL requests Hon’ble Commission to continue the bulk consumption
rebate.

8.9 Proposal for Green Tariff as per MERC Case No. 134 of 2020

8.9.1 Hon’ble Commission determined Green Power Tariff to the consumers opting
for meeting its 100% of power requirement through RE sources in the Case
No. 134 of 2020 dated 22.03.2021. The relevant excerpts are reproduced
below:

“17.8 Based on the above discussion and considering difficulties in
stipulating Discom wise green tariff, the Commission by using its
inherent regulatory powers rules that Green Power Tariff which would
be uniform for all Distribution Licensees in the State is to be computed
as difference between pooled power purchase cost of non-conventional
and conventional sources of energy (only variable cost) for all
Distribution Licensees in the State. While doing so, instead of
computing year wise different tariff, uniform number for MYT control
period is computed for providing certainty in rate. However, this
approach may be reviewed at the time of MTR proceedings.
Accordingly, computation of green power tariff is tabulated below:

RE . - Non-RE power Diff Bet

power Procurement for o

Total MYT Period .ploun\ement (only . RE & Non-
variable) for MYT Period | RE power

MU | Rs.Cr | Rs/kWh | MU Rs.Cr | Rs/kWh | Rs/kWh

MSEDCL 141772 | 57440 | 4.05 586029 | 146412 | 2.50 1.55
AEML-D 13295 | 4691 3.53 38206 | 15367 | 4.02 -0.49
gﬁgel;mking 2949 940 3.19 22534 7938 | 3.58 -0.34
TPC-D 3927 | 1491 3.80 22377 8069 | 3.61 0.19
MBPPL 58 17 ] 2.88 348 161 | 4.19 -1.31
GEPL 41 12 2.88 248 101 | 4.08 -1.20
KRC 35 10| 2.89 190 76 | 4.02 -1.14
Total 162077 | 64600 3.99 669968 | 178125 | 2.66 1.33

17.9 Thus, as per methodology explained above Rs. 1.33/kWh could
be Green Power Tariff. However, as this concept is being introduced
for the first time and also considering the fact that Distribution Licensee
would be able to use such power consumed by consumers towards
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fulfilment of its RPO target, certain benefit of the same needs to be
passed on to concerned consumers. Hence, the Commission decides
to levy only 50% of charge determined above i.e. 0.66/kWh as Green
Power Tariff to the consumer opting for meeting its 100% of power
requirement through RE sources. Such Green Power Tariff would be in
addition to regular tariff approved in MYT Order.

17.10 All electricity consumers in the State have the option to source
100% RE power by additionally paying above stated Green Power
Tariff. Distribution Licensee shall issue monthly certificate to such
consumers stating that all power requirement of such consumer has
been sourced through RE sources.

17.11 The commission will undertake review of Green Power Tariff
during MTR proceedings’.

8.9.2 In the above methodology, Hon’ble Commission uniform rate of Green tariff
determined based on difference between pooled power purchase cost of non-
conventional and conventional sources of energy (only variable cost) for all
Distribution Licensees in the State. Further, instead of computing year wise
different tariff, uniform number for MYT control period is computed. Now,
MSEDCL proposes DISCOM specific year wise different green tariff since
power purchase expenses of each DISCOM is different and it would be
important for each DISCOM to recover its additional cost to be incurred
towards additional RE Purchase

8.9.3 As per the methodology explained, MSEDCL proposes year wise specific
green power tariff for FY 2023-24 and FY 2024-25 for consumers who opts for
100% RE power procurement from MSEDCL and the calculations are as

follows:
RE power Procurement for FY Nor_1-RE power procurement (only | Diff Bet.
Total 2023-24 (Projected) varla.ble) for FY 2023-24 | RE &
(Projected) Non-RE
MU Rs. Cr. Rs./kWh | MU Rs. Cr. Rs..kWh | power
MSEDCL | 26409 11859 4.49 126348 41772 3.31 1.18

The value of difference between RE and Non-RE power procurement (only variable)
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will change as per the figures approved by the Hon’ble Commission in the MTR
order of FY 2023-24.

RE power Procurement for FY | Non-RE power procurement (only | Diff Bet.
Total 2024-25 (Projected) variable) for FY 2024-25 (Projected) RE & Non-

MU Rs. Cr. Rs./kWh MU Rs. Cr. Rs./kWh RE power
MSEDCL 29476 12966 4.40 125993 42601 3.38 1.02

The value of difference between RE and Non-RE power procurement (only variable)
will change as per the figures approved by the Hon’ble Commission in the MTR
order of FY 2024-25.

8.9.4 MSEDCL shall also proposes to levy only 50% of charge determined i.e., Rs.
0.59/kWh and Rs. 0.51/kWh as Green Power Tariff to the consumer opting for
meeting its 100% of power requirement through RE sources for FY 2023-24
and FY 2024-25 respectively. Further, such Green Power Tariff would be in
addition to regular tariff to be approved in MTR Order for FY 2023-24 and FY
2024-25.

8.10 Amendment in provisions regarding Prepaid Meters for LT CT Operated
(Above 20kW) and HT Consumers

8.10.1 MSEDCL submits that the Hon’ble Commission has notified MERC (Electricity
Supply Code and Standards of Performance of Distribution Licensees
including Power Quality) Regulations, 2021 (MERC Supply Code & SOP
Regulations, 2021), which amongst various other things provides inter alia for
installation of pre-paid meters, security deposit in case of pre-paid Meters and
rebate thereof. In this context, the relevant extract of the said regulations is
reproduced below:

“13.  Security Deposit

13.2 The amount of the security referred to in Regulation 13.1 above shall
be twice the average billing of the billing cycle period. ....

Provided further that in case of installation of pre-paid meters, the
security deposit shall not be collected by the Distribution
Licensee and that the Consumer shall be eligible for a
rebate/incentive as approved by the Commission for making the
pre-payment.
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16.5. Payment of Bills

16.5.12 In case of pre-paid metering, the Licensee shall pay a
rebate/incentive to the Consumer in accordance with the relevant
orders of the Commission.”

8.10.2 MSEDCL submits that as against MSEDCL proposal of reduction of pre-paid
meter rebate from 5% to 2% of the consumer’s total monthly bill, Hon’ble
Commission vide its MYT Order dated 30th March, 2020 in Case No. 322 of
2019 has continued such rebate of 5% in the Energy Charge (incl. FAC) for
consumers having pre-paid meters. The relevant extract of the MYT Order is
reproduced below:

“Rebate for consumers with Prepaid connections

Consumers with prepaid metered connections shall be entitled for rebate of
5% in the Energy Charge Rate (incl FAC) applicable for the consumer
category.”

8.10.3 MSEDCL submits that in view of aforementioned provisions of MERC Supply
Code & SOP Regulations, 2021) and ruling of MYT Order 2019, various
consumer’s association and consumers having CT operated Meter (LT above
20kW) and HT Meter have approached MSEDCL with a request of installation
of pre-paid meter so that the consumers can be exempted from payment of
Security Deposit and will receive rebate entitled for pre-paid meters.

8.10.4 MSEDCL submits that it is observed that in case of consumers with HT &
above 20 kW load metering is indirect metering i.e. meter is connected
through CT/PT and hence disconnection / reconnection cannot be
implemented in case of insufficient funds / payment of bills respectively.
Hence, the request of consumers for installation of prepaid meters is not
technically feasible.

8.10.5 In order to sort out this issue, MSEDCL has collected information from the
various Meter manufacturers viz M/s. Schneider, M/s. Genus, M/s. Secure,
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M/s. Vision Tek, M/s. Avon and M/s. HPL whether the pre-paid meters could

be installed to the LT consumers above 20 kW and HT consumers or

otherwise. The response received from above mentioned meter

manufacturers are as below:

Sr. | Meter Response
No. | Manufacturer
1 M/s.  Schneider | We regret to inform you that we don’t have

Ltd. these products in our present product range.
2 M/s. Genus | Prepaid as concept is not applicable for LT CT
Power Ltd. and HT CT meters as there is no provision of

relay in these metes. This is in line with IS
16444 (Part 2) definitions.

3 M/s. Secure | 1) As per IS 16444 (Part 2), which is applicable
Meters Ltd. to HT & LT Meters, there is no Connect-
Disconnect facility available as the metering is
on secondary side.

2) In view of the same, meters cannot work on
Pre-Paid Mode.

3) The LT CT operated & HT CT operated
meters can work only on post-paid mode and
perform all the functionality of a Smart Meter for
data polling as defined in IS -16444 (Part 2).

4 M/s. Vision Tek | We have LT Three Phase 10-60 Amp and 10-
Ld. 100 Amp Smart Energy Meters which can be
used for prepaid meters. We don’t have HT
Meters as of now.

5 M/s. Avon Meters | In this regard, we would like to intimate that
Ltd. supply of Pre-paid meters (HT) is not available
in our range of products. However, we have
Whole Current Meters complied to IS 16444
having pre-paid and connect / disconnect

application.

6 M/s. HPL Ltd. We have BIS Certification for all type of Smart
Meters, for both communication technologies
i.e. RF Cellular.
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1. 1Ph & 3 Ph Whole Current Smart Meters as
per IS 16444 Part-1.

2. LT CT & HT CT Smart Meters as per IS
16444 Part-1l LTCT & HTCT Smart Meters do
not have provision for switch / relay, hence pre-
payment/ dis-connection function cannot be
performed.

8.10.6 MSEDCL further submits that as per IS 16444 (Part 2), connect / dis-connect
facility is not available for LT CT operated meters and HT meters as these
meters are connected on secondary side of metering equipment. In absence
of the connect /disconnect facility to these meters, pre-paid meters could not
be installed to HT and LT (load above 20 kW) consumers.

8.10.7 In view of the above, MSEDCL request the Hon’ble Commission to allow pre-
paid rebate only for consumers having LT Whole Current Meters

8.10.8 MSEDCL further requests the Hon’ble Commission an amendment to the
MERC (Electricity Supply Code and Standards of Performance of Distribution
Licensees including Power Quality) Regulations, 2021 to that effect may
please be issued.

8.11 Cheque related

8.11.1 MSEDCL submits that it has filed the Petition in Case No. 44 of 2021 before
the Hon’ble Commission to apply ceiling of Rs. 10,000/- on acceptance of
monthly electricity bill through cheque and to mandate online payment for any
payment amounting to more than Rs. 10,000/- by invoking the clause removal
of difficulties in implementation of MERC (Electricity Supply Code and
Standards of Performance of Distribution Licensees including Power Quality)
Regulations, 2021.

8.11.2 However, Hon’ble Commission vide its Order dated 23rd August, 2021 in
Case No. 44 of 2021 stated that the Supply Code Regulations have been
notified after due public consultation process. For any change in the
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Regulations, the opportunity of expressing their views is to be given to all
stakeholders. Hon’ble Commission dismissed the case with liberty to
MSEDCL to approach the Hon’ble Commission will all the details, during Mid-
Term Review of tariff. The relevant extract is reproduced below:

“22. As stated earlier, the Commission has notified Supply Code & SoP
Regulations, 2021 by following due public consultation process. Any
change in the notified principles by way of Petition under removal of
difficulty clause does not offer opportunity to all the stakeholders to
express their views on an issue that affects all consumers. For
complying with principle of natural justice, larger public consultation
process needs to be undertaken. Further, Distribution Licensees have
themselves suggested preparatory time for creating consumer
awareness about such decision before its actual implementation.
Hence, it is appropriate that Distribution Licensees may approach
the Commission during Mid Term Review proceedings with
specific prayer and rationale for fixing an upper ceiling for cheque
payments / putting additional charges on cheque payment. In the
meantime, all Distribution Licensee should utilize this time (before
going in for public consultation) to to educate the consumers in this
respect promoting the advantages of online payment to the consumers.
The Distribution Licensees may use all the options available with them
(SMS, Circulars, Website Alerts, advertisement on the Energy Bills,
etc.) for this purpose.

23.  Hence the following Order:
ORDER
1. Case No 44 of 2021 is dismissed with liberty to the petitioner to
approach the Commission with all the details, during the
Mid Term Review of the tariff in the ongoing tariff control
period.”
(emphasis added)

8.11.3 MSEDCL submits that Regulation 16.5.6 of the MERC (Electricity
Supply Code and Standards of Performance of Distribution
Licensees including Power Quality) Regulations, 2021 provides for
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cash payment limit of Rs. 5,000/ or limit as may be decided by the
Hon’ble Commission. The relevant extract of the said regulations is
reproduced below:

“16.5.6. Consumer may pay the bill by Cash, Cheque, Demand Draft, Money
Order or through electronic modes. The date of realisation of cheque or
Three (3) days from the submission of cheque shall be deemed to be
the date of receipt of the payment provided that the cheque is not
dishonoured:

Provided that if cheque of a Consumer dishonoured for Two (2)
occasions in any Financial Year, then such Consumer shall not have
facility of paying electricity bill through cheque for balance period of
Financial Year:

Provided further that cash payment limit for each monthly bill shall not
exceed Rs 5,000/- or as may be decided by the Commission from time
fo time in the tariff order.”

8.11.4 MSEDCL submits that there are certain operational difficulties in
implementation of MERC Supply Code and SoP Regulations, 2021 in true
spirit. Therefore, MSEDCL is submitting following details as directed by the
Hon’ble Commission.

8.11.5 MSEDCL submits that it has enabled the online payment facility for its
consumers since 2005. All types of payment mode such as debit card, credit
card, net banking, UPI, digital wallets, cash card, paytm etc. are available. On
an average around 90 lakhs LT consumers pay through online modes
amounting to approximately Rs.1750 Crs. Per month. MSEDCL submits that
Digital India Programme (Digital Programme) was launched by the
Government of India (Gol) with an objective to ensure that the services of the
government are made available to citizens electronically by improving online
infrastructure and by increasing Internet connectivity or by making the country
digitally empowered in the field of technology. Considering this, MSEDCL has
initiated various activities to promote the online payment facilities like SMS to
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consumers informing various modes of online payment, wide publicity through
newspaper, discount for online payment etc. As a result of these initiatives,
average monthly online collection has been increased upto 58% in FY 2021-
22 as compared to 11.89 % in FY 2015-16.

8.11.6 MSEDCL submits that it has also introduced RTGS/NEFT payment facility to
LT and HT consumers through virtual account system. Virtual accounts are
created for all HT consumers and for LT consumers having bill amount above
Rs. 5000/- (total around 90 lakhs Virtual accounts), which cover demand of
around Rs. 3000 Crs per month. Currently all HT consumers are making
payment of their monthly energy bills using Virtual Account system and LT
consumers are being persuaded to adopt the system in addition to regular
online payment options.

8.11.7 MSEDCL submits that implementation of limit on cash acceptance will have
adverse impact on its revenue realization. Currently, on an average around 80
lakhs consumers pay electricity bills by cash with monthly approximately of
Rs. 1,100 Crs. Details of category wise average monthly cash collection is
given Annexure 9 of this Petition. Further, as per Section 269ST of the
Income-tax Act, 1961, limit for non-acceptance of cash above Rs. 2.00 lakhs
have been already implemented by MSEDCL since April 2019. Even though
the tendency of cash payment by consumer has not reduced, as expected.

8.11.8 MSEDCL submits that due to COVID-19 lockdown situation and slowdown of
economy, many consumers were not able to pay energy bills. As such arrears
are being accumulated. Continuous efforts for revenue realization are done
through recovery drivers. During the recovery drives many consumers prefer
to pay the bill on the spot with cash. However, due to limitation for non-
acceptance of cash above Rs. 5,000/- such payments cannot be accepted
and it results in non-realization of revenue.

8.11.9 MSEDCL further submits that it has experienced following behavioural
patterns of consumers towards preference to cash payment while making
collection
a. In Rural area consumer are not well acquainted with digital modes of
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payment and afraid to pay online or through net banking/cheque.

b. Ag consumer’s day-to-day transactions are in cash and due to ongoing Ag
Policy, 2020, they are paying their bills in cash, as they do not want to use
any other mode of payment.

c. Senior citizens and housewives who are staying alone have difficulties in
Online payment.

d. In case of theft, bills which are always more than Rs. 5,000/-, consumer is
reluctant to pay online.

e. If we do not accept cash payment, there would be significant rise in
consumer grievances and ultimately it will affect MSEDCL recovery.

8.11.10 MSEDCL further submits that, as per average monthly collection data,
there are around 3.11 lakhs consumer pay the bill amount above Rs. 5,000/-
in cash with value of Rs. 370 Crs which is 35% of total cash collection per
month. (Please refer Anneuxre 9). Due to restriction of acceptance of cash
amount above Rs. 5,000/- MSEDCL is facing difficulty in realization of huge
amount as above, which directly affects MSEDCL’s funding arrangements.

8.11.11 MSEDCL further submits that all consumer paying through cash
currently will not easily adopt for online payment options which may lead to
possibility of more cheque payments resulting to further delay in realization of
bill amount to MSEDCL. Additionally, as per Regulation 16.5.6 of Supply
Code and SoP Regulations, 2021, MSEDCL shall be compelled to pass on
credit to consumers on T+3 days irrespective of cheque realization amount
credited to MSEDCL account or not.

8.11.12 MSEDCL submits that it has banking transactions with Nationalised
banks. Some of the key issues faced by MSEDCL with nationalised banks in
cheque clearances are:

a) Reluctance in accepting the Cheque collections due to higher quantum

b) Delay in processing and realization of cheques

c) Delay in intimation of cheque dishonoured

d) Cheque wise clearing and return details are not provided

e) Demand of cheque processing charges ranging from Rs. 6 to Rs. 12 per
cheque by some banks.

MSEDCL January 23 311



/\ Final True Up For FY 2019-20, FY 2020-21, & FY 2021-22

MAHAVITARAN Provisional True Up for FY 2022-23 and
SRR Revised Projections & Tariff For FY 2023-24 to FY 2024-25
Main Petition

As a result of these issues, even though updation of consumer ledger is not
delayed due to Regulation 16.5.6, there is delay in realization of revenue to
MSEDCL and additional manual work & reconciliation issues.

8.11.13 MSEDCL further submits that the slab-wise payment analysis shows
that consumers having average monthly bill payment above Rs. 20,000/-
through cash mode area around 31,000 with amount of ~ Rs. 130 Crs and
through cheque mode are around 41,000 with amount of Rs. 250 Crs

8.11.14 Considering the number of consumers and amount affected by limit of
Rs. 5,000/- on acceptance of amount through cash and cheque as mentioned
in para above, MSEDCL requests Hon’ble Commission
i) To increase the Cash acceptance limit from Rs. 5,000/- to Rs. 20,000/-
for initial implementation to minimise the impact of MSEDCL’s revenue
realization

ii) To set the limit on acceptance of amount through Cheque / Demand
Draft for Rs. 20,000/- to overcome cheque clearance related issues.

iii) All payments to MSEDCL above Rs. 20,000/- should be through online
payment modes.

8.11.15 MSEDCL submits that Hon’ble Commission has inherent powers to
decide the matter under Regulation 32 of Supply Code & SoP Regulations,
2021. The relevant extract of said regulations is reproduced below:

‘32. Power to Remove Difficulties
If any difficulty arises in giving effect to the provisions of these
Regulations, the Commission may, by general or specific order, make
such provisions not inconsistent with the provisions of the Act, as may
appear to be necessary for removing the difficulty.”

8.12 Clarification on Demand Charges for LT VI: LT — Street Light category

8.12.1 MSEDCL submits that Hon’ble Commission in MYT Order dated 30th March,
2020 in Case No. 322 of 2019 has stipulated following applicability LT VI: LT-
Street Light category for the Control Period.
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“LT VI: LT- Street Light
Applicability:

This tariff category is applicable for ...

Note:

The above street and other lighting facilities having ‘Automatic Timers’ for
switching On/Off would be levied Demand Charges on the lower of the
following—

i) 50 percent of ‘Contract Demand’ or

3

ii) Actual ‘Recorded Demand’.

8.12.2 MSEDCL submits that applicability of demand charges for street lights having
non-automatic / manual operations is not mentioned. MSEDCL requests the
Hon’ble Commission to provide the clarity on the same

8.12.3 MSEDCL further submits that it is proposed that the demand charges for the
street and other lighting facilities having ‘Automatic Timers’ for switching
On/Off shall be charged Demand charges on “higher” of the following

i) Actual Recorded demand or
ii) 50% of contract demand.

8.13 Clarification on Penalty for exceeding Contract Demand

8.13.1 MSEDCL submits that Hon’ble Commission in MYT Order dated 30" March,
2020 in Case No. 322 of 2019 has stipulated detailed criteria for Penalty for
exceeding Contract Demand wherein the Distribution licensee can enhance
the Contract Demand of the consumer when the consumers exceed the
Contract Demand on more than three occasions during a calendar year
irrespective whether the Consumer submits an application for the same. The
relevant extract is reproduced below:

“Penalty for exceeding Contract Demand

Further Distribution licensee can enhance the Contract Demand of the
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consumer when the consumer exceeds the Contract Demand on more than
three occasions during a calendar year, irrespective whether the Consumer
submits an application for the same or otherwise. However, before such
revision of Contact Demand, Distribution Licensee must give 15 days’ notice
to

such consumer. Also, the Consumer is liable to pay necessary charges as
may be stipulated in the approved Schedule of Charges for the revised
Contract Demand.” (Emphasis added)

8.13.2 MSEDCL submits that subsequently, the Hon’ble Commission has notified
MERC Supply Code & SOP Regulations, 2021. As per regulations 7.6 of the
aforementioned regulations distribution licensee is mandated to revise the
Contract Demand to highest of demand recorded during a financial year. The
relevant extract is reproduced below:

“7.6  The Distribution Licensee shall revise (increase or decrease) the

Contract Demand / Sanctioned Load of the Consumer upon receipt of
an application for the same from the Consumer:
Provided that in case Consumer exceeds its Contract Demand on
Three (3) occasions in any Financial Year, then Distribution Licensee
shall intimate such Consumer to apply for regularising its Contract
Demand. In case Consumer refuses or fails to do so, Distribution
Licensee shall revise its Contract Demand to the highest recorded
Maximum Demand in that Financial Year in the immediate next
ensuing bill:

”

8.13.3 MSEDCL request the Hon’ble Commission to revise the condition as per the
MERC Supply Code & SOP Regulations, 2021.

8.14 Eligibility to avail various incentives and rebates approved by the Hon’ble
Commission

8.14.1 Petitioner humbly submits that a high proportion of consumers in LT category
do not pay on time resulting in blocking of revenue. Further, cost and
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expenses have to be incurred to take necessary steps to realise the unpaid
dues of the electricity bill from the defaulting consumers. Thus, MSEDCL has
to incur the administrative charges and expenses for service notice on such
consumers.

8.14.2 Consumers paying regular bills within the timelines stipulated get prompt
payment discount of 1%. Further, for normative working capital, Commission
provides interest rate of about 8%-10% p.a. which is less than 1% per month.
Such extra expenditure due to certain non-timely paying consumers gets
passed on to other consumers.

8.14.3 MSEDCL further submits that in order to encourage timely payments by
defaulting consumers, it is high time that various applicable rebate(s) and
incentives(s) need to be governed by following conditions so as to create
deterrent to defaulting consumers, if any.

e Various applicable rebate(s) and incentive(s) will be available only if
the consumer has no arrears with the Distribution Licensee, and
payment is made within seven days from the date of electricity bill.

e |n case of not availing a prompt payment discount i.e., non-adherence
to bill payment within date for availing prompt payment discount for any
billing month, benefit of various applicable rebate(s) and incentive(s)
shall be withdrawn for the entire period of next billing month. As well as
if consumer exceeds his contract demand in a particular month, in that
month consumer will not be liable for any type of incentive or rebate
approved by MERC.

8.15 Additional Suggestions for Tariff Applicability

8.15.1 MSEDCL submits that Hon’ble Commission in its past tariff Orders has
explicitly spelt tariff applicability to various usages. With growth in economy,
new usages patterns have emerged, which require clarification and
confirmation of Hon’ble Commission. Though the applicability specified by the
Hon’ble Commission is representative, MSEDCL prays for confirmation on
following usage categorisation
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8.15.2 Following new usages have been identified and added in tariff applicability
proposal

8.15.3 Residential consumer category

8.15.3.1 Private corporate bodies Staff quarters / Hostels / Rest Houses
MSEDCL proposes to include private corporate bodies staff quarters/
Hostels/ Rest Houses under Residential category

8.156.3.2 Temporary purposes for public religious functions
MSEDCL is already charging residential rates to temporary purposes
for public religions function, for areas where community prayers held
and for functions to commemorate anniversaries of personalities and
National or State events for which Public Holidays have been declared.
MSEDCL proposes to include Gopalkala Utsav and Maharashtra Day
under this list.

8.15.3.3 Crematoriums and Burial Grounds for all purposes, including lighting
MSEDCL proposes to include “electric kiln, water pumps, etc.” under
this list

8.15.4 Non- Residential or Commercial consumer category
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8.15.4.1 Non-Residential, Commercial and Business premises, including
Shopping Malls and Showrooms

MSEDCL proposes to include Exhibition Centres, Ware
Houses/Godowns MSEDCL proposes to include Resorts, Canteens/
Cafeterias, Tea shops, Logistics and Transportation services under this
category

8.15.4.2 MSEDCL proposes to include Toll Collection plazas including lightings
on Express / National / State Highways not included under any other
categories under this category

8.15.4.3 MSEDCL proposes to include Mobile Shoppe’s under this category

8.15.4.4  Separate Sports Clubs/facilities, Health Clubs/facilities, Gymnasiums,
Swimming Pools not included in other categories also include in this
category
MSEDCL proposes to include Training Centres under this category

8.16 Modification in Tariff Applicability

8.16.1 Applicability of BPL category tariff

MSEDCL submits that as per the exhaustive eligibility criteria prescribed by
the Hon’ble Commission, applicability of BPL category will have to be
assessed at the end of each financial year. MSEDCL submits that such
assessment at the end of each financial year is not justified because if a
consumer consumes more than 360 units cumulatively at the end of any
billing cycle, then such consumer should be billed at LTI (B) - Residential tariff
for the remaining period. Since the objective of the BPL category is to supply
electricity at subsidised rates to the needy persons in society, then this
creates a situation in which benefits of such tariff may get passed on to
underserving consumers. Hence, it is proposed to add a constraint on
applicability of BPL category such that eligibility of such consumer will be
reassessed regularly cumulatively at the end of each billing cycle in a financial
year. Further, Revenue loss at current energy charge of Rs. 3.55/unit and at
Rs. 77/connection/month will not get cross-subsidised.

8.16.2 Residential category
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8.16.2.1 Single-phase household Flour Mills (Ghar-ghanti) used only for captive
purposes
MSEDCL proposes to modify replace the term ‘captive purposes’ with ‘self-
use’.

8.16.3 Retail Gas Filling Stations including Gas bottling plants in the same premises

8.16.3.1 Hon’ble Commission in MYT Order has recognised ‘retail gas filling
station’ as separate activity and categorised under Commercial Tariff.
Further, during the proceedings before the Hon’ble Commission in Case No.
26 of 2022 (Order dated 18™ July, 2022), issue of tariff categorization of two
activities viz., Compression (Bottling) and Dispensing undertaken by CNG
station raised. Hon’ble Commission in the Order dated 18" July, 2022
opined as under
“14.7 ... At the same time it is also important to note that other somewhat
similar activity (though not exactly similar to the CNG filling stations) of
fuelling the vehicle i.e. Petrol Pump is categorised under Commercial
category. Therefore, even if MSEDCL wants the Commission to relook
the categorisation of ‘retail gas filling station’, the same cannot be done
through present proceeding and needs to be undertaken through
public consultation process in tariff proceeding....” (emphasis
added)
As per the Tariff Orders of the Hon’ble Commission, CNG bottling plants fall
under industrial category whereas retail sale of the gas fall under commercial
category. Hence, it is proposed that ‘Gas bottling and filling plants in the same
premises’ to be included under Commercial tariff category.

8.16.4 Ready-mix concrete or hot mix plants used for construction of infrastructure
projects
8.16.4.1 During the proceedings before the Consumer Grievance Redressal
Forum, Vasai in Case No. 16, 17, 20, 21 and 28 of 2022 (Separate Orders
dated 25" May, 2022), issue of tariff categorization regarding ‘Ready-mix
Concrete’ raised. CGRF, Vasai vide its aforementioned ruled as under:
6. Observations

c) Honorable Commission in tariff order in case No. 116 of 2008
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and case no. 111of 2009 has clearly given that the
categorization of industry is applicable to such activities which
entail “manufacture”. Moreover MERC ordered that all the
construction activities on infrastructure projects, building etc. will
be classified under the commercial category. The applicant is
engaged in the business of infrastructure project and hence
Commercial tariff is the proper tariff applicable to applicant.

9) Hon’ble MERC in its order dated 17.08.2009 in Case No. 116 of
2008 stated that all Construction activity, on infrastructure
projects, buildings, hill station, etc., will be classified under
~Commercial Category® and be charged at HT Commercial or LT
Commercial, as applicable.”

So, Ready-mix Concrete (RMC) or hot mix plants or mining/ stone crushing
plants exclusively used for construction of any infrastructures projects are
included in construction activity. In order to get clarity and to avoid conflicts on
this, MSEDCL proposes that the category for Ready-mix and Hot Mix plants
used for construction of infrastructure projects mentioned in clause (i) of LT
Commercial as Commercial category.

8.16.5 Categorisation of Ordinance Factories of Defence establishments

8.16.5.1 MSEDCL submits that in MTR Petition in Case No. 195 of 2017 it had
requested the Hon’ble Commission to provide the clarification regarding
categorisation of Ordinance Factories and Ammunition Factories and decide
the applicability of Tariff for such establishment. Hon’ble Commission vide its
Order dated 12" September, 2018 in this matter ruled as under:

“9.8.8. The Commission clarifies that the activities of the Ordinance Factories
and Ammunition Factories of the Defence Establishments are akin to
the manufacturing/industrial activity. Hence, it would be appropriate
to classify such Ordinance/Ammunition Factories as industrial
and Industrial Tariff, at appropriate voltage level shall be
applicable in such cases. However, other Defence Establishments
would continue to be categorised as Public Service and corresponding
Tariff shall be applicable for other Defence Establishments excluding
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Ordinance/Ammunition Factories, Suitable clarification has been
incorporated in the Tariff Schedule as such.” (Emphasis added)

8.16.5.2 However, no such explicit clarification was incorporated in the Tariff
Schedule in MTR Order dated 12" September, 2018 as such. Subsequently,
MSEDCL has again proposed inclusion of ‘Ordinance Factories of Defence
Establishments’ under Industrial category. The same was not incorporated in
the MYT Order dated 30" March, 2020.

8.16.5.3 MSEDCL has again proposed categorisation of Ordinance Factories of
Defence Establishments under Industrial category. MSEDCL requests the
Hon’ble Commission to provide clarification on this and decide the
applicability of Tariff for such establishments.

8.16.6 Packaged drinking water plants

8.16.6.1 Packaged drinking water uses water from any source which has to be
treated and disinfected, a process that mainly involve filtration, UV or ozone
treatment or reverse osmosis (RO) before it is fit for human consumption.
There are mainly four sections in a packaged drinking water plant: water
treatment, bottling, quality control (lab) and overall utility. Considering nature
of usage, MSEDCL proposed to charge Industrial Tariff to Packaged drinking
water plants.

8.16.7 Dam operation including Lighting and other activities

* Motors and allied load used for dam operations i.e. opening / closing of
dam gates to control water flow.

 In tariff order applicability for Construction of dam is mentioned.

» Due to this ambiguity tariff applied to the dam operation is HT Group
Housing Societies (Residential).

» Industrial or Public Water Works tariff may not appropriate as not falling
under Industrial activity or any water supply schemes.

» Benefit of dam water is availed by public at large hence dam
operations proposed under Public Services — Others category.

8.16.8 Accommodation facilities provided by religious trusts registered under

MSEDCL January 23 320



/\ Final True Up For FY 2019-20, FY 2020-21, & FY 2021-22

MAHAVITARAN Provisional True Up for FY 2022-23 and
SRR Revised Projections & Tariff For FY 2023-24 to FY 2024-25
Main Petition

Maharashtra Public Trust Act for devotees

» Accommodation facility (Bhakta Nivasa) is provided by various religious
places to the devotees visiting at these places.

» These religious places registered under Maharashtra Public Trust Act.

* Though the charges / rent are taken from the visitors / devotees who
availed the accommodation but are of less than the Hotels, lodge,
guest house etc.

» Thus, services provided by these trusts are not commercial in nature,
hence Public Service-Others is proposed to the accommodation
facilities provided by religious trusts registered under Maharashtra
Public Trust Act for devotees.

8.16.9 Water ATM (RO/UV/UF) Water Purifier Plants

8.16.9.1 The novel concept of ‘water ATMs’, has been initiated in remote areas
of vidharbha where there is severe water scarcity or flow of contaminated
water. Majority of Water ATMs are being installed with the funds received
from multinational Companies and state run Mahagenco under corporate
social responsibility fund. In some cases, these machines are being handed
over to Gram panchayat or directly to women’s self-help groups for
operation. Considering this MSEDCL proposes to charge such units under
Public services (Others) category, if Gram panchayat or local body operates
the same. Otherwise Non-residential tariff may be made applicable.

8.16.10 Godowns and Warehouses

8.16.10.1 MSEDCL submits that warehousing means are of storage goods,
making maximum use of available space of storage of goods (Raw and
Finished). Godowns and warehouses are third party logistic providers and
meant for temporary storage of goods. There exists the cluster of warehouse
outside Bhiwandi and Pune in Maharashtra. The facilities of godowns and
warehouses are leased by owner to any company, who intend to store the
goods near to its demand centre. Presently, Hon’ble Commission has not
explicitly mentioned usages for Godowns and warehouses in any category.
Hence, MSEDCL proposes to classify the Godowns and warehouses in Non-
Residential category.
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8.17 Clarificaiton regarding Tariff Applicability

8.17.1 Clarifications regarding categorization of Phalsheti

8.17.1.1 Various representations addressed in Agricultural Land to Government
have been submitted to MSEDCL to categorize Phalsheti under Ag Pump-
sets Category. However, in the current MYT Order, Phalsheti is not
specifically mentioned under any category. Considering the difficulties in
implementation, MSEDCL requests Hon’ble Commission to specify the
category for Phalsheti in Agricultural Land.

8.17.2 Clarification on applicability of Tariff to Hotels registered with the Ministry of
Tourism, Government of India
8.17.2.1 Government of Maharashtra State issued the Government Resolution
(G.R.) No. ZIEmg R0R0///M3F.uo3/deH, .03 feday, 030 regarding promotion of
tourism. In the said Government Resolution (G.R.), it has been mentioned as
below,

"S5 ST T4 HATAHS TN STA §I2cT FTTNIHIHST v, ¢ THeT, 2098
g &7 5%, F1T Yo, G 5 HITHT I, [ F, dIEIE 9T G e 7 s

8.17.2.2 The said GR is enclosed herewith as Annexure 14 to the Petition. In
view of this Hon’ble Commission is requested to clarify the categorization of
the hotels registered with the Ministry of Tourism, Government of India.

8.18 Any Other submission

8.18.1 Decisions of various Regulatory Forums
The Aggregate Revenue Requirement has been arrived at on the basis of
firmed up data from various Utilities like MSPGCL, MSETCL, NTPC, etc. Also,
this data in some cases is likely to be revised on account of various reasons
including decisions by the appropriate regulatory forums and judicial
authorities. This is likely to have an additional impact on revenue gap, which
cannot be estimated at this stage. Hon’ble Commission is humbly requested
that as and when such impact is arrived at, the same may please be
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considered by the Hon’ble Commission and may permit recovery of the same
with appropriate mechanism with immediate effect.
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9 WHEELING CHARGES

9.1 Network Cost of MSEDCL

9.1.1 Hon’ble Commission in the MYT Regulations, 2019 has specified the ratio of
network and supply cost segregation. The same has been provided below for

ready reference.
Table 226: Segregation of Retail Supply and Wires Business Expenses

Particulars Distribution Wires Retail Supply
Business (%) Business (%)
Power Purchase Expenses 0% 100%
Inter-State Transmission Charges 0% 100%
Intra-State Transmission Charges 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 10% 90%
Deposits
Provision for Bad & Doubtful Debts 10% 90%
Income Tax 90% 10%
Contribution to Contingency Reserves 90% 10%
Return on Equity 90% 10%
Non-Tariff Income 10% 90%

9.1.2 MSEDCL has considered the same for segregation of aggregate revenue
requirement for the period FY 2023-24 to FY 2024-25 and arrived at the Wires
Business and Retail Supply Business Cost. Following table provides the
summary of Network Cost of MSEDCL for FY 2023-24 to FY 2024-25.
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Table 227: Network Cost of MSEDCL for FY 2023-24 to FY 2024-25
Rs. Crs
S. No. |Particulars FY 2023-24 | FY 2024-25
1 |Operation & Maintenance Expenses 5,449 5,724
2 |Depreciation 2,772 2,978
3 |Interest on Loan Capital 841 1,004
4 |Interest on Working Capital 138 163
5 Interest on deposit from Consumers and 46 48
Distribution System Users
6 |Other Finance Charges - -
7 |Provision for bad and doubtful debts 111 117
8 |Opex Schemes 328 1,204
9 |Contribution to contingency reserves 157 180
10 [Income Tax - -
11 |Return on Equity Capital 1,760 1,774
12 [Total Revenue Expenditure 11,602 13,193

9.1.3 MSEDCL submits that the Regulation 73.2 of the MERC MYT Regulations,
2019 provides for computation of wheeling charges separately for LT voltage,
HT voltage and EHT voltage levels. The relevant extract of such regulations
are given below:

“73.2 The Wheeling Charges of the Distribution Licensee shall be determined
by the Commission on the basis of a Petition for determination of Tariff
filed by the Distribution Licensee in accordance with Part B of these
Regulations:

Provided that the Wheeling Charges may be denominated in terms of
Rupees/kWh  or  Rupees/kVAh  or  Rupees/kW/month  or
Rupees/kVA/month, for the purpose of recovery from the Distribution
System User, or any such denomination, as may be stipulated by the
Commission:

Provided further that the Wheeling Charges shall be determined
separately for LT voltage, HT voltage, and EHT voltage, as applicable:”

9.1.4 Further, Hon’ble Commission in MYT Order dated 30" March, 2020 in Case
No. 322 of 2019 has determined the Wheeling Charges for LT, HT and EHV
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levels only.

9.1.5 Accordingly, MSEDCL submits that for the balance years of the Control
Period from FY 2023-24 to FY 2024-25, it is proposed Wheeling Charges for
three levels only, EHV (66 kV and above), HT (combined wheeling charges
for 33, 22 & 11 kV) and LT level.

9.1.6 MSEDCL further submits that it does not maintain audited accounts for
voltage wise assets and thus it does not have segregation of GFA between
HT and LT levels. Hence, MSEDCL for the purpose of projection has
considered GFA segregated into HT and LT as considered by the Hon’ble
Commission in the Multi Year Tariff Order dated 30" March, 2020. MSEDCL
further submits that in order to arrive at the proportion of GFA for HT Level, it
has added the GFA proportion for 33 kV, 22 kV and 11 kV voltage levels and

the same is shown in the table below
Table 228: Segregation of GFA FY 2023-24 to FY 2024-25

Particulars | FY 2023-24 | FY 2024-25
HT (Excl EHV) 60% 60%
LT Level 40% 40%

9.1.7 MSEDCL has then applied ration of Voltage-wise GFA shown in the table
above to arrive at GFA of HT (Excluding EHV Level) and LT levels assets
which has been approved by the Hon’ble Commission in its Order 30" March
2020.

9.1.8 The Network Cost is apportioned among voltage level in the ratio of GFA as

computed above:
Table 229: Network cost apportioned for FY 2023-24 to FY 2024-25

Rs. Crs
Particulars FY 2023-24 | FY 2024-25
HT (Excl EHV) 6,961 7,916
LT Level 4,641 5,277

9.1.9 MSEDCL has considered the voltage wise consumption (in kVAh also) as
projected for the balance years of the Control Period i.e., from FY 2023-24 to
FY 2024-25 for determining the wheeling charges. The projected consumption

MSEDCL January 23 326



X

MAHAVITARAN

Maharashtra State Electricity Distribution Co. Ltd

Final True Up For FY 2019-20, FY 2020-21, & FY 2021-22
Provisional True Up for FY 2022-23 and

Revised Projections & Tariff For FY 2023-24 to FY 2024-25
Main Petition

at different voltage levels is shown below:
Table 230: Voltage Wise Consumption for FY 2023-24 to FY 2024-25

MUs
Particulars FY 2023-24 | FY 2024-25
HT (Excl EHV) 32,637 33,565
LT Level 79,139 81,494

Note: HT in MkVAh and LT in MUs

9.1.10 To arrive at the cost of wheeling at the various voltage levels, the total wire
network cost (as computed above) has been apportioned to various voltage
levels (i.e., HT (Excluding EHV) and LT) in the ratio of sales at respective
voltage levels. The wire costs at higher voltage levels have been further
apportioned to lower voltage levels in the same ratio, since the HT system is

also being used for supply to the LT consumers.
Table 231: Calculation of Wheeling Cost for FY 2023-24

Particulars Network Cost Sales % of | Wheeling Cost
(Rs. Crs) (MUs) Sales (Rs. Crs)

HT (Excl EHV) 6,961 32,637 29% 2,033

LT Level 4,641 79,139 71% 9,570

Total 11,602 | 1,111,775 100% 11,602

Table 232: Calculation of Wheeling Cost for FY 2024-25

Particulars Network Cost Sales % of | Wheeling Cost
(Rs. Crs) (MUs) Sales (Rs. Crs)

HT (Excl EHV) 7,916 33,565 29% 2,309

LT Level 5,277 81,494 71% 10,884

Total 13,193 [ 1,15,059 100% 13,193

9.1.11 Hon’ble Commission in the MYT Order dated 30" March 2020 in Case No.
322 of 2019, in addition to the allocation of yearly wheeling cost to recover
projected ARR of wire business through wheeling charge, has also
considered to recover the past period gaps in recovery of Wire ARR through
Wheeling Charges over the ensuing years of the Control Period. The wheeling
charge gap has been spread over the balance two years of the Control
Period. Thus, proposed recovery of Wires cost (incl. past period gaps for
Wires business for ensuing years in provided in the following table:
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Table 233: Wire recovery including past period gaps
Particulars Units | FY 2019-20 | FY 2020-21 | FY 2021-22 | FY 2022-23 | FY 2023-24 | FY 2024-25
Wheeling ARR Rs Cr 10,253 10,376 10,841 10,617 11,388 12,976
Recovery allowed Rs Cr - 657 657 657 657 657
Wheeling Revenue Rs Cr 8,897 10,664 10,905 12,430 11,832 11,835
Gap Rs Cr 1,356 369 593 -1,156 213 1,798

9.1.12 Accordingly, the proposed Wheeling Charges are given below:
Table 234: Proposed Wheeling Charges for FY 2023-24 to FY 2024-25

Particulars Units FY 2023-24 FY 2024-25

Wheeling Cost

HT (Excl EHV) Rs Cr 2,403 2,494
LT Level Rs Cr 11,314 11,756
Wheeled Units

HT (Excl EHV) MU 32,637 33,565
LT Level MU 79,139 81,494
PU Wheling Charges

HT (Excl EHV) Rs/kVAh 0.74 0.74
LT Level Rs/kWh 1.43 1.44

9.1.13 Hon'ble Commission in MYT Order dated 30" March 2020 has approved
Wheeling Loss of 7.5% at HT and 12% at LT. MSEDCL for the purpose of
commercial settlement, proposed to continue aforementioned Wheeling
Losses which are already approved in MYT Order. MSEDCL requests the
Hon’ble Commission to approve the wheeling charges as proposed above.
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10 TARIFF RECOVERY MECHANISM

10.1 Background

10.1.1 As discussed in previous Chapter, MSEDCL has considered the following
while proposing the revised tariff for the period i.e., FY 2023-24 to FY 2024-25
e Rationalisation of Fixed Charges to ensure appropriate recovery of
fixed costs through fixed charges;
e Continuation of existing rebate with its linking to payment discipline
e Tariff applicability related suggestions

10.1.2 MSEDCL submits that the National Tariff Policy envisages that the consumer
tariff should progressively reflect the cost of supply of electricity.

10.1.3 MSEDCL submits that Regulation 6.5 of the MERC (MYT) Regulations, 2019
provides for forecast of expected revenue from Tariff and Charges. The
relevant provisions are reproduced below fore reference:

“6.5 The forecast of expected revenue from Tariff and charges shall be
based on the following:
(@)
(b) ...

(c) In the case of a Distribution Licensee, estimates of quantum of
electricity to be supplied to consumers and wheeled on behalf of
Distribution System Users for each year of the Control Period:

Provided that the Distribution Licensee shall submit relevant

details of category-wise sales separately for each Distribution

Franchisee area, including the Input Energy and the Input Rate;
(d)  Prevailing Tariff as on the date of filing of the Petition.”

10.1.4 Accordingly, MSEDCL has projected the revenue at existing tariff considering
the Prevailing Tariff as on the date of filing of the MTR Petition which is based
on the MYT Order dated 30" March 2020.

10.1.5 Therefore, MSEDCL has shown the prevailing tariff (including wheeling
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charges) as on the date of filing the MYT Petition and compared the proposed
tariff with the same.

10.2 Rationale of Tariff Hike

10.2.1 MSEDCL submits that there was a huge reduction in approved revenue gap
vis-a-vis the revenue gap sought by MSEDCL in MYT Order dated 30" March,
2020. MSEDCL further submits that with approved tariffs it is difficult to
sustain its operations due to intrinsic rise in all expenditure heads due to
inflationary pressures, deferred recovery of power purchase variations due to
monthly cap of 20% of variable component of approved tariff, and consistent
rise in power purchase costs coupled with energy demands. The obligation to
be met under Central or State Policies adding burden on the operations of
MSEDCL. This has compelled MSEDCL to seek revision in Tariffs so as to
meet bare minimum requirement in order to remain financially viable and to
meet the financial obligations for discharging its liabilities so as to effectively
discharge its duties towards consumer services.

10.2.2 Accordingly, MSEDCL in the current Petition filed under Section 45, 46, 61,
62, 64 and 86 of the Electricity Act, 2003, for determination of revised Tariff
for FY 2023-24 to FY 2025-26 has proposed tariff considering increase in
various costs.

10.2.3 MSEDCL has proposed a revision in fixed and energy charges for various
categories in order to bridge revenue gap. The tariff revision is necessary for
meeting additional costs due to increase in generation and transmission costs
and legitimate expenses of MSEDCL. The revenue gap has emerged due to
additional costs, which are beyond the control of MSEDCL.

10.2.4 A comparison of detailed Category/ Sub-category wise Existing and Proposed
Fixed and Demand Charges and Energy Charges (Excluding Wheeling
Charges) is shown in tables below:
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Table 235: Comparison of Existing and Proposed Energy Charges (excl. Wheeling Charges) for HT Category

Existing Energy FY 2023-24 FY 2024-25
Charges with Energy Charges (Rs/kVAh) Energy Charges (Rs/kVAh)
Particulars latest FAC % Change over % Change over
(Rs.kVAh) Proposed FY 2022-23 Proposed FY 2023-24
) Approved Proposed
HT | HT - Industry
HT 8.24 9.32 13% 10.50 13%
EHV 8.24 9.32 13% 10.50 13%
HT | (B): HT - Industry (Seasonal)
HT 8.55 9.70 13% 10.90 12%
EHV 8.40 9.50 13% 10.60 12%
HT II: HT — Commercial
HT 13.15 14.80 13% 16.60 12%
EHV 13.10 14.80 13% 16.60 12%
HT Il : HT - Railways/Metro/Monorail
HT 7.66 8.70 14% 9.80 13%
EHV 8.21 8.70 6% 9.80 13%
HT IV: HT - Public Water Works and Sewage Treatment Plants
HT 7.42 8.40 13% 9.40 12%
EHV 7.37 8.40 14% 9.40 12%
HT V(A): HT - Agriculture Pumpsets
HT 4.34 4.80 11% 5.30 10%
EHV 4.34 4.80 11% 5.30 10%
HT V(B): HT - Agriculture - Others
HT 6.10 6.10 0% 6.70 10%
EHV 6.10 6.10 0% 6.70 10%
HT VI: HT - Group Housing Societies (Residential)
HT 6.70 7.60 13% 8.60 13%
EHV 6.80 7.60 12% 8.60 13%
HT VIII(A): HT - Public Services-Govt.
HT 8.89 10.10 14% 11.30 12%
EHV 9.24 10.10 9% 11.30 12%
HT VIII(B): HT - Public Services-Others
HT 10.71 12.10 13% 13.70 13%
EHV 10.61 12.10 14% 13.70 13%
HT IX: HT — Electric Vehicle (EV) Charging Station
HT 5.80 6.10 5% 6.40 5%
EHV 5.95 6.25 5% 6.60 6%
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Table 236: Comparison of Existing and Proposed Energy Charges (excl. Wheeling Charges) for LT Category (1/2)

Existing Energy

FY 2023-24

FY 2024-25

Energy Char

es (Rs/Unit)

Energy Charges (Rs/unit)

Particulars Clhaa:;gs?s:::\v(l:th % Change over % Change over
i Proposed FY 2022-23 Proposed FY 2023-24
(Rs/Unit)
Approved Proposed

LT Residential

LT I(A): LT - Residential-BPL 1.41 1.53 9% 1.70 1%
LT I(B): LT - Residential

1-100 units 4.01 4.50 12% 5.10 13%
101-300 units 8.79 10.00 14% 11.50 15%
301-500 units 12.42 14.20 14% 16.30 15%
Above 500 units (Balance Units) 14.21 16.30 15% 18.70 15%
LT II: LT - Non-Residential

(A) 0—20 kW 8.47 9.60 13% 11.00 15%
(B): >20 kW and < 50 kW 12.94 14.90 15% 17.10 15%
(C): >50 kW 15.31 17.40 14% 20.00 15%
LT lll: LT - Public Water Works (PWW) & STP

(A): 0-20 kW 2.98 3.40 14% 3.90 15%
(B): >20 kW and < 40 kW 4.59 5.30 15% 6.10 15%
(C): >40 KW 6.09 7.00 15% 8.00 14%
LT IV: LT - Agriculture

LT IV(A): LT - AG Un-metered - Pumpsets Rs./HP/Month Rs./HP/Month
Category 1 Zones (Above 1318 Hrs/HP/Annum)

(a) 0-5 HP 379 435 15% 500 15%
(b) Above 5 HP - 7.5 HP 407 470 15% 540 15%
(c) Above 7.5 HP 455 525 15% 605 15%
Category 2 Zones (Below 1318 Hrs/HP/Annum)

(a) 0-5 HP 287 330 15% 380 15%
(b) Above 5 HP - 7.5 HP 319 365 14% 420 15%
(c) Above 7.5 HP 367 420 14% 485 15%
LT IV(B): LT - Agriculture Metered Tariff - Pumpsets 2.35 2.70 15% 3.10 15%
LT IV(C): LT - Agriculture Metered — Others 3.94 4.50 14% 5.10 13%
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Table 237: Comparison of Existing and Proposed Energy Charges (excl. Wheeling Charges) for LT Category (2/2)

Existing Energy

FY 2023-24

FY 2024-25

Energy Charges (Rs/Unit)

Energy Charges (Rs/unit)

Particulars Clhaat;gst:stvgh % Change over % Change over
. Proposed FY 2022-23 Proposed FY 2023-24
(Rs/Unit) A
pproved Proposed
LT V: LT - Industry Total
(i): 0-20 kW 6.11 6.90 13% 7.90 14%
(ii): Above 20 kKW 7.25 8.20 13% 9.40 15%
LT VI: LT - Street Light
(A): Grampanchayat; A B & C Class Municipal Council 6.10 7.00 15% 8.00 14%
(B): Municipal corporation Area 7.46 8.60 15% 9.90 15%
LT VII (A) - Public Services — Govt.
(i): < 20 kKW 3.83 4.40 15% 5.00 14%
(ii): >20 - < 50 KW 5.47 6.30 15% 7.20 14%
iii): >50 kW 6.88 7.90 15% 9.00 14%
LT VII (B) - Public Services - Others
(i): < 20 kKW 5.47 6.30 15% 7.20 14%
(ii): >20 - < 50 KW 8.68 10.00 15% 11.50 15%
iii): >50 kW 8.99 10.30 15% 11.80 15%
LT VIII - Electric Vehicle (EV) Charging Station 5.00 5.20 4% 5.40 4%
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Table 238: Comparison of Existing and Proposed Fixed Charges for HT Category

FY 2023-24 FY 2024-25
Existing Fixed Charges (Rs/kVA/mth) Fixed Charges (Rs/kVA/mth)
Particulars Fixed Charges % Change over % Change over
(Rs/kVA/mth) Proposed FY 2022-23 Proposed FY 2023-24
Approved Proposed
HT I HT - Industry
HT, EHV 454 510 12% 572 12%
HT 1 (B): HT - Industry (Seasonal)
HT, EHV 454 510 12% 572 12%
HT ll: HT — Commercial
HT, EHV 454 510 12% 572 12%
HT Il : HT - Railways/Metro/Monorail
HT, EHV 454 510 12% 572 12%
HT IV: HT - Public Water Works and Sewage Treatement Plants
HT, EHV 454 510 12% 572 12%
HT V(A): HT - Agriculture Pumpsets
HT, EHV 80 89 11% 100 12%
HT V(B): HT - Agriculture - Others
HT, EHV 80 89 11% 100 12%
HT VI: HT - Group Housing Societies (Residential)
HT, EHV 362 406 12% 455 12%
HT VIII: HT - Public Services
HT VIII(A): HT - Public Services-Govt.
HT, EHV 454 510 12% 572 12%
HT VIII(B): HT - Public Services-Others
HT, EHV 454 510 12% 572 12%
HT IX: HT — Electric Vehicle (EV) Charging Station
HT, EHV 70 76 9% 84 11%
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Table 239: Comparison of Existing and Proposed Fixed Charges for LT Category (1/2)

FY 2023-24 FY 2024-25
Existing Fixed Charges Fixed Charges
Particulars Unit Fixed % Change over % Change over
Charges Proposed FY 2022-23 Proposed FY 2023-24
Approved Proposed

LT Residential

LT I(A): LT - Residential-BPL Rs/conn/mth 28 32 14% 36 13%
LT I(B): LT - Residential

1-100 units Rs/conn/mth 105 118 12% 132 12%
101-300 units Rs/conn/mth 105 118 12% 132 12%
301-500 units Rs/conn/mth 105 118 12% 132 12%
Above 500 units (Balance Units) Rs/conn/mth 105 118 12% 132 12%
Three Phase Charges Rs/conn/mth 350 393 12% 439 12%
LT II: LT - Non-Residential

(A) 0 —20 kW Rs/Conn/mth 427 480 12% 538 12%
(B): >20 kW and < 50 kW Rs/kVA/mth 427 480 12% 538 12%
(C): >50 kW Rs/kVA/mth 427 480 12% 538 12%
LT lll: LT - Public Water Works (PWW) & STP

(A): 0-20 kW Rs/kVA/mth 106 119 12% 133 12%
(B): >20 kW and < 40 kW Rs/kVA/mth 129 144 12% 160 11%
(C): >40 KW Rs/kVA/mth 160 178 11% 198 11%
LT IV: LT - Agriculture

LT IV(B): LT - Agriculture Metered Tariff - Pumpsets Rs/HP/mth 43 47 9% 51 9%
LT IV(C): LT - Agriculture Metered — Others Rs/kW/mth 117 130 11% 145 12%
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Table 240: Comparison of Existing and Proposed Fixed Charges for LT Category (2/2)

FY 2023-24 FY 2024-25
Existing Fixed Charges Fixed Charges
Particulars Unit Fixed % Change over % Change over
Charges Proposed FY 2022-23 Proposed FY 2023-24
Approved Proposed
LT V: LT - Industry Total
(i): 0-20 KW Rs/Conn/mth 482 542 12% 608 12%
(ii): Above 20 kW Rs/kVA/mth 321 360 12% 404 12%
LT VI: LT - Street Light
(A): Grampanchayat; A B & C Class Municipal Council Rs/kW/mth 117 131 12% 147 12%
(B): Municipal corporation Area Rs/kW/mth 117 131 12% 147 12%
LT VII (A) - Public Services — Govt.
(i): =20 KW Rs/Conn/mth 353 396 12% 444 12%
(ii): >20 - < 50 kW Rs/kVA/mth 353 396 12% 444 12%
iii): >50 kW Rs/kVA/mth 353 396 12% 444 12%
LT VIl (B) - Public Services - Others
(i): <20 kW Rs/Conn/mth 384 430 12% 482 12%
(ii): >20 - < 50 KW Rs/kVA/mth 384 430 12% 482 12%
iii): >50 kW Rs/kVA/mth 384 430 12% 482 12%
LT VIl - Electric Vehicle (EV) Charging Station Rs/kVA/mth 70 78 11% 87 12%

10.3 Proposed Recovery from Tariff

10.3.1 Following table summarised the year on year increase in ACoS along with the recovery from revised tariff.
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Based on Proposed | Proposed
Particulars Approved tariff for for for
FY 22-23 incl. FAC | FY 23-24 FY 24-25
ABR in Rs./Unit 7.79 8.90 9.92
Y-0-Y Rise in ABR 14% 11%
10.4.1 Following table provides the ABR/ACoS ratio for the Control Period.
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Table 241: ABR and Cross Subsidy trajectory for FY 2023-24

Existing Average

Average Billing Rate (Rs/kWh)

Ratio of Average Billing Rate to
Projected Average Cost of Supply

% increase /

% increase in

Category Cost of Supply (%) decrease in .
= - : = = : ; tariff (%)
(Rs/kWh) Existing Tariff for [Proposed Tariff | Existing Tariff for| Proposed Tariff | Cross-subsidy
FY 2022-23 for FY 2023-24 FY 2022-23 for FY 2023-24

HT I (A): HT - Industry 9.86 11.03 115% 124% 9% 12%
HT II: HT - Commercial 16.59 17.36 178% 195% 17% 5%
HT Il HT - Railways/Metro/Monorail Traction 9.40 10.73 115% 121% 6% 14%
HT IV: HT - Public Water Works (PWW) 8.90 9.93 103% 112% 9% 12%
HT V: HT - Agriculture Pumps 5.31 5.84 60% 66% 6% 10%
HT VI: HT - Group Housing Societies (Residential) 8.35 9.39 97% 106% 9% 12%
HT VIII(A) : HT - Public Services Govt 10.52 12.14 127% 136% 9% 15%
HT VIII(B) : HT - Public Services Others 12.58 14.20 146% 160% 14% 13%
HT Total 8.90

LT I: LT - Residential ’ 8.51 9.38 102% 105% 3% 10%
LT II: LT - Non-Residential 12.91 15.10 154% 170% 16% 17%
LT ll: LT - Public Water Works (PWW) 5.10 5.90 61% 66% 5% 16%
LT IV: LT - Agriculture Metered 4.13 4.51 51% 51% 0% 9%
LT V(B): LT - Industry 9.72 10.63 117% 119% 2% 9%
LT VI: LT - Street Light 8.02 9.73 95% 109% 14% 21%
LT VII(A)- Public Services Govt. 8.47 9.85 105% 111% 6% 16%
LT VII(B)- Public Services Others 9.43 10.96 114% 123% 9% 16%

LT Total
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Table 242: ABR and Cross Subsidy trajectory for FY 2024-25

Projected Average

Average Billing Rate (Rs/kWh)

Ratio of Average Billing Rate to
Projected Average Cost of Supply

% increase /

% increase in

Category Cost of Supply (%) decrease in .
- - - - . tariff (%)
(Rs/kWh) Proposed Tariff [Proposed Tariff| Proposed Tariff | Proposed Tariff | Cross-subsidy
for FY 2023-24 | for FY 2024-25 | for FY 2023-24 for FY 2024-25

HT I (A): HT - Industry 11.03 12.36 124% 125% 1% 12%
HT II: HT - Commercial 17.36 19.40 195% 196% 0% 12%
HT lll: HT - Railways/Metro/Monorail Traction 10.73 12.04 121% 121% 1% 12%
HT IV: HT - Public Water Works (PWW) 9.93 11.06 112% 111% 0% 11%
HT V: HT - Agriculture Pumps 5.84 6.01 66% 61% -5% 3%
HT VI: HT - Group Housing Societies (Residential) 9.39 10.53 106% 106% 1% 12%
HT VIII(A) : HT - Public Services Govt 12.14 13.57 136% 137% 0% 12%
HT VIII(B) : HT - Public Services Others 14.20 16.01 160% 161% 2% 13%
HT Total 0.92

LT I: LT - Residential ’ 9.38 10.50 105% 106% 0% 12%
LT II: LT - Non-Residential 15.10 17.04 170% 172% 2% 13%
LT Il LT - Public Water Works (PWW) 5.90 6.55 66% 66% 0% 11%
LT IV: LT - Agriculture Metered 4.51 4.94 51% 50% -1% 10%
LT V(B): LT - Industry 10.63 11.97 119% 121% 1% 13%
LT VI: LT - Street Light 9.73 10.97 109% 111% 1% 13%
LT VII(A)- Public Services Govt. 9.85 11.07 111% 112% 1% 12%
LT VII(B)- Public Services Others 10.96 12.35 123% 124% 1% 13%

LT Total
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10.5 Cross Subsidy Trajectory

10.5.1 MSEDCL submits that for most of categories there is increasing trend in cross subsidy. However, considering the recovery of
proposed revenue gap, changes in tariff design and philosophy, there is need to revise the tariff for various categories.
Accordingly, MSEDCL has proposed the tariffs to recover the proposed revenue gap.
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Table 243: Cross Subsidy trajectory for FY 2023-24 to FY 2024-25

FY 2023-24 FY 2023-24 FY 2024-25 FY 2024-25
Category Revised Revised
AP Projected AP Projected

HT | (A): HT - Industry 115% 124% 114% 125%
HT Il: HT - Commercial 174% 195% 171% 196%
HT lll: HT - Railways/Metro/Monorail Traction 115% 121% 114% 121%
HT IV: HT - Public Water Works (PWW) 105% 112% 107% 111%
HT V: HT - Agriculture Pumps 61% 66% 62% 61%
HT VI: HT - Group Housing Societies (Residential) 97% 106% 98% 106%
HT VIII(A) : HT - Public Services Govt 127% 136% 129% 137%
HT VII(B) : HT - Public Services Others 137% 160% 132% 161%
HT Total

LT I: LT - Residential 101% 105% 100% 106%
LT Il: LT - Non-Residential 152% 170% 150% 172%
LT lll: LT - Public Water Works (PWW) 61% 66% 60% 66%
LT IV: LT - Agriculture Metered 51% 51% 50% 50%
LT V (B): LT - Industry 118% 119% 117% 121%
LT VI: LT - Street Light 95% 109% 94% 111%
LT VII(A)- Public Services Govt. 104% 111% 102% 112%
LT VII(B)- Public Services Others 113% 123% 112% 124%
LT Total
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11 CROSS SUBSIDY SURCHARGE

11.1 Background

11.1.1 Section 2(47) of the Electricity Act, 2003 defines “Open Access”, while
Section 42 of the said Act inter-alia mandates the Distribution Licensee to
provide Open Access to eligible consumers, subject to payment of “Cross
Subsidy Surcharge”, “Additional Surcharge” & other applicable charges.

11.1.2 MSEDCL further submits that Section 42(2) of the Act provides for levy of
Cross Subsidy Surcharge (CSS). The relevant provision of the Act is
reproduced below:

“Section 42. (Duties of distribution licensee and open access):-

(2) ...in determining the charges for wheeling, it shall have due regard to all
relevant factors including such cross subsidies, and other operational
constraints:

Provided that such open access shall be allowed on payment of a
surcharge in addition to the charges for wheeling as may be determined by
the State Commission:

Provided further that such surcharge shall be utilised to meet the
requirements of current level of cross subsidy within the area of supply
of the distribution licensee:

...” (emphasis added)

11.1.3 Section 86(1)(a) of the said Act inter- alia mandates the Hon’ble Commission
to determine the “Cross Subsidy Surcharge”, “Additional Surcharge” & other
applicable charges payable by the consumers opting for Open Access

11.1.4 MSEDCL submits that the National Electricity Policy as stipulated by the

Central Government provides that-

“56.8.3 Under sub-section (2) of Section 42 of the Act, a surcharge is to be
levied by the respective State Commissions on consumers switching to
alternate supplies under open access. This is to compensate the host
distribution licensee serving such consumers who are permitted open
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access under section 42(2), for loss of the cross-subsidy element built
into the tariff of such consumers. ....”

11.1.5 The Central Government notified the revised Tariff Policy on 28" January,
2016 and has revised the “Surcharge Formula” as follows:

‘8.5.1 ...
Surcharge formula:
S=T-[C/(1-L/100) + D+ R]
Where
S is the surcharge
T is the tariff payable by the relevant category of consumers, including
reflecting the Renewable Purchase Obligation
C is the per unit weighted average cost of power purchase by the
Licensee, including meeting the Renewable Purchase Obligation
D is the aggregate of transmission, distribution and wheeling charge
applicable to the relevant voltage level
L is the aggregate of transmission, distribution and commercial losses,
expressed as a percentage applicable to the relevant voltage level
R is the per unit cost of carrying regulatory assets.”

11.1.6 MSEDCL submits that as per the provision of Section 42(2) of the Electricity
Act, 2003, the cross-subsidy surcharge needs to be based on the current level
of cross subsidy. Accordingly, the consumers who opted for Open Access
need to be charged for the compensation of current level of cross subsidy
which prevailed during that period and in order to avoid the burden of the
same getting passed on other consumers who are with the Distribution
Licensee.

11.2 Lower CSS approved

11.2.1 To examine the issues related to Open Access along with issues related to
amendments in provisions relating to captive Generating plant in the
Electricity Rules, 2005, a committee was constituted by CEA on the advice of
the Ministry of Power. In the Consultation paper by MoP issued on 24"
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August, 2017 which is based on the report of the said Committee, it has been
proposed that the SERCs should determine the CSS based on the real cross
subsidy. The said paper also advocated for implementation of Tariff Policy,
2016 in true spirit. The relevant extract of the said Consultation Paper is
reproduced below:

‘3.6 Proposal

(a) The Tariff Policy 2016 mandates SERCs to determine roadmap
for reduction of cross subsidy and bring tariff at +/- 20% Average
Cost of Supply, however it restricts Cross Subsidy Surcharge at
20% of the consumer tariff. In case the consumer tariff is more
than 120% of Average Cost of Supply, DISCOM will not be able
to recover losses through cross subsidy surcharge in case
consumer opts for open access. It is essential for SERCs to
implement both Para 8.3 -2 and First proviso to para 8.5.1 of the
Tariff Policy 2016 simultaneously. If one of the provision could
not be implemented due to some reason, the second provision
should also not be implanted to that extent.”

11.2.2 While approving the CSS in Case No. 322 of 2019, Hon’ble Commission
worked out the various components of CSS formulae based on the approved
values for 4™ Control Period and computed the consumer category-wise CSS
in accordance with the Tariff Policy, 2016. The CSS computed in accordance
with the NTP Formulae represents the current level of cross subsidy.
However, Hon’ble Commission approved the CSS equal to minimum of the
two values: Computed CSS and 20% of tariff. This has resulted in lower CSS
applicable than current level of cross subsidy leading to incomplete recovery
of Cross Subsidy from Open Access consumers

11.2.3 For example, the CSS calculated by the Hon’ble Commission as per the Tariff
Policy formula for HT Industry (General) at EHV level for FY 2020-21 was Rs.
3.39 per unit whereas the CSS approved for that category was Rs. 1.67 per
unit only. This leads to loss of legitimate revenue due to lower level of
approved CSS.
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11.2.4 Such revenue deficit due to lower CSS approved is being passed on to the
consumers of the MSEDCL during true-up exercise. This results in:-
a) Substantial delay in revenue realisation which comes only after true-up
exercise; and
b) Further tariff increase of MSEDCL consumers at large, despite not being
at any fault.

11.2.5 In the process, OA consumers unduly get benefited due to less cross subsidy
surcharge. As Industrial consumers are subsidising consumers, the more
impact get loaded onto the Industrial category, raising its tariff further. Such
increased industrial tariff will lead to more consumers opting for Open Access
which will further add to revenue deficit, leading to requirement of further tariff
hike, entering into vicious cycle. Therefore, as a principle, only those
consumers who opt for Open Access during a particular period should pay the
CS for period to maintain the prevailing level of cross subsidy and should not
be loaded onto MSEDCL'’s consumers at large.

11.2.6 One of the reasons for tariff hike for MSEDCL was incomplete recovery of
CSS as discussed above.

11.3 CSS as compensatory Charge

11.3.1 MSEDCL submits that there can be no ambiguity with the proposition that
CSS is a compensatory charge to the Discom. This principle had been
accepted even by the Appellate Tribunal, in several judgments earlier.
MSEDCL would also like to add that, as has also been held by the Tribunal,
CSS is not only to compensate the Discom for the loss of cross subsidy, it is
also to compensate the remaining consumers of the Discom who have not
taken open access. The same has been up held in the APTEL in its Judgment
dated 2™ December 2013 in Appeal No. 178 of 2011 (supra) which is
reproduced below:

“60. Summary of the findings:-

Il. The contention of the State Commission that Tariff Policy
provide that the CSS should not be so enormous to suffocate

MSEDCL January 23 345



I\ Final True Up For FY 2019-20, FY 2020-21, & FY 2021-22

MAHAVITARAN Provisional True Up for FY 2022-23 and
R Revised Projections & Tariff For FY 2023-24 to FY 2024-25
Main Petition

the Competition is misplaced. The Act mandated the State
Commission to determine the CSS to meet the requirement
of current level of cross subsidy. We have to keep in mind
that the CSS is paid by the subsidizing consumers only. This
Tribunal in catena of cases has held that CSS is compensatory
in nature. It is meant for to compensate the loss suffered by the
remaining subsidized low-end consumers. Thus, in the scenario
of mass change-over of consumers, the CSS has also to be
such that exodus of subsidizing consumers does not load the
remaining low-end consumers heavily. The State Commission
has to balance the interest of all the consumers, the plea taken
by the State Commission in Appeal No. 132 of 2011 and
accepted by this Tribunal in its judgment. The above submission
of the State Commission also suggests that it has attempted to
suppress the CSS atrtificially.
...” (emphasis added)

11.3.2 MSEDCL has determined the cross subsidy surcharge based on the Tariff
Policy formula without putting any ceiling.

11.3.3 In view of the submissions in foregoing paragraphs, MSEDCL requests the
Hon’ble Commission to determine the Cross Subsidy Surcharge considering
the formula prescribed by the NTP 2016 without putting any ceiling.

11.4 Computation of Cross Subsidy Surcharge for the Control Period

11.4.1 Computation of ‘C’
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11.4.1.1 Computation of ‘C’ is based on the projected power purchase quantum

and price for the Control Period as submitted in Form 2 of the Regulatory
Formats for the respective year. The definition/ explanation for ‘C’ has been
revised in the Tariff Policy dated 28" January, 2016 with inclusion of
renewable power purchase in the computation of ‘C’.

11.4.1.2 Therefore, computation of ‘C’ can be taken as the total power purchase
cost based on MOD principle to the total power purchase scheduled to be

purchased as per MOD principle. Therefore, the ‘C’ computed for MSEDCL
for FY 2023-24 to FY 2024-25 are shown in the following table.

Table 244: Computation of C for FY 2023-24 to FY 2024-25

Financial Details of Power Purchase
Year MUs Rs. Crs* Rs..kWh
2023-24 1,52,757 71,323 4.67
2024-25 1,55,469 73,411 4.72
* - Power Purchase Cost is excluding the PGCIL
transmission Charges

11.4.2 Computation of System Loss ‘L’

11.4.2.1 The projected wheeling losses at the respective voltage level and the
transmission losses are used to arrive at the grossed up total system losses
for MSEDCL which is shown in the following table.
Table 245: Computation of System Loss for FY 2023-24 to FY 2024-25

Particulars EHV HT |LT Level
Transmission Losses (%) 3.18%| 3.18% 3.18%
Wheeling Losses LT (%) 0.00%| 7.50%| 12.00%
Total System Losses (%) 3.18%| 10.44%| 14.80%

11.4.3 Computation of Wheeling Charge ‘D’
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11.4.3.1 The projected wheeling charges as shown in the Chapter 9 at the
respective voltage levels for MSEDCL along with the per unit transmission
charges (including PGCIL charges and Intra-State) are used for the
parameter “D” in the computation of cross subsidy surcharge for the FY

2023-24 to FY 2024-25.

Table 246: Computation of Wheeling Cahrges and Transmission Charges for FY 2023-
24 to FY 2024-25

Wheeling Charges and Transmisison Charges
Wheeling Charges (Rs./Unit)
Particulars EHV HT LT Level
FY 2023-24 - 0.74 1.43
FY 2024-25 - 0.74 1.44
Transmission Charges (Rs./Unit)
Particulars EHV HT LT Level
FY 2023-24 0.77 0.77 0.77
FY 2024-25 0.76 0.76 0.76
Wheeling and Transmission Charges (Rs./Unit)
Particulars EHV HT LT Level
FY 2023-24 0.77 1.50 2.20
FY 2024-25 0.76 1.50 2.20

11.4.4 Computation of Average Billing Rate “T”

11.4.4.1 ABR of MSEDCL has been taken as the effective average billing rate
as per the proposed tariff for the FY 2023-24 to FY 2024-25

11.4.5 Computation of Cross Subsidy Surcharge “S”

11.4.5.1 The category wise CSS applicable to open access consumers arrived
on consideration of the components ABR, C, L & D from the above referred
respective sections is provided in tables below:
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Table 247: Detailed computation of CSS for FY 2023-24 for HT Consumers

T D=WL+ CSS
Consumer Category (ABR) & WL T L Tx Computed
Rs./Unit* % % % Rs./Unit*

HT I HT - Industry
HT 11.25 4.67 7.50% 3.18% 10.44% 1.50 453
EHV 10.55 4.67 0.00% 3.18% 3.18% 0.77 4.96
HT I (B): HT - Industry (Seasonal)
HT 18.51 4.67 7.50% 3.18% 10.44% 1.50 11.79
EHV 9.80 4.67 0.00% 3.18% 3.18% 0.77 4.21
HT II: HT - Commercial
HT 17.38 4.67 7.50% 3.18% 10.44% 1.50 10.66
EHV 16.84 4.67 0.00% 3.18% 3.18% 0.77 11.25
HT Il : HT - Railways/Metro/Monorail Traction
HT 11.00 4.67 7.50% 3.18% 10.44% 1.50 4.28
EHV 9.77 4.67 0.00% 3.18% 3.18% 0.77 4.18
HT IV: HT - Public Water Works
HT 9.99 4.67 7.50% 3.18% 10.44% 1.50 3.28
EHV 8.99 4.67 0.00% 3.18% 3.18% 0.77 3.40
HT V(B): HT - Agriculture - Others
HT 7.14 4.67 7.50% 3.18% 10.44% 1.50 0.42
EHV - 4.67 0.00% 3.18% 3.18% 0.77 -
HT VI: HT - Group Housing Societies (Residential)
HT 9.39 4.67 7.50% 3.18% 10.44% 1.50 2.67
EHV - 4.67 0.00% 3.18% 3.18% 0.77 -
HT IX: HT - Public Services
HT VIIi(A): HT - Public Services-Govt. Edu. Institutions and Hospitals
HT 12.14 4.67 7.50% 3.18% 10.44% 1.50 5.42
HT VIIi(B): HT - Public Services-Others
HT 14.38 4.67 7.50% 3.18% 10.44% 1.50 7.66
EHV 12.77 4.67 0.00% 3.18% 3.18% 0.77 7.18
HT X: HT - Electric Vehicle Charging Station
HT 742 4.67 7.50% 3.18% 10.44% 1.50 0.70
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Table 248: Detailed computation of CSS for FY 2023-24 for LT Consumers (1/2)

T D=WL + CSSs
Consumer Category (ABR) < WL L L Tx Computed
Rs./Unit* % % % Rs./Unit*

LT Residential
LT I(A): LT - Residential-BPL 2.83 4.67 12.00% 3.18% 14.80% 2.20 -
LT I(B): LT - Residential
1-100 units 7.07 4.67 12.00% 3.18% 14.80% 2.20 -
101-300 units 12.44 4.67 12.00% 3.18% 14.80% 2.20 4.76
301-500 units 16.70 4.67 12.00% 3.18% 14.80% 2.20 9.02
Above 500 units 18.09 4.67 12.00% 3.18% 14.80% 2.20 10.41
LT ll: LT - Non-Residential
(A) 0 —20 kW 13.44 4.67 12.00% 3.18% 14.80% 2.20 5.76
(B): >20 kW and < 50 kW 18.75 4.67 12.00% 3.18% 14.80% 2.20 11.07
(C): >50 kW 20.98 4.67 12.00% 3.18% 14.80% 2.20 13.30
LT lll: LT - Public Water Works (PWW)
(A): 0-20 KW 5.05 4.67 12.00% 3.18% 14.80% 2.20 -
(B): > 20 KW and < 40 kW 7.24 4.67 12.00% 3.18% 14.80% 2.20 -
(C): > 40 kW 9.02 4.67 12.00% 3.18% 14.80% 2.20 1.35
LT IV(C): LT - Agriculture Metered — Others 7.72 4.67 12.00% 3.18% 14.80% 2.20 0.04
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Table 249: Detailed computation of CSS for FY 2023-24 for LT Consumers (2/2)

T D=WL + CSS
Consumer Category (ABR) c WL L L Tx Computed
Rs./Unit* % % % Rs./Unit*
LT V: LT - Industry
LT V-Industry (0-20 kW) 8.89 4.67 12.00% 3.18% 14.80% 2.20 1.21
LT V-Industry (Above 20 kW) 11.79 4.67 12.00% 3.18% 14.80% 2.20 4.12
LT VI: LT - Street Light
(A): Grampanchayat; A B & C Class Municipal
Council 9.05 4.67 12.00% 3.18% 14.80% 2.20 1.37
(B): Municipal corporation Area 11.15 4.67 12.00% 3.18% 14.80% 2.20 3.48
LT VII (A) - Public Services — Govt.
(i): =20 kW 9.24 4.67 12.00% 3.18% 14.80% 2.20 1.56
(ii): >20 - = 50 kW 9.85 4.67 12.00% 3.18% 14.80% 2.20 2.17
(iii): >50 KW 11.94 4.67 12.00% 3.18% 14.80% 2.20 4.26
LT VII(B) - Public Services - Others
(i): <20 kW 8.75 4.67 12.00% 3.18% 14.80% 2.20 1.08
(ii)): >20 - < 50 KW 13.35 4.67 12.00% 3.18% 14.80% 2.20 5.67
(iii): >50 kW 13.34 4.67 12.00% 3.18% 14.80% 2.20 5.66
LT Xl — Electric Vehicle Charging Station 10.53 4.67 12.00% 3.18% 14.80% 2.20 2.85
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Table 250: Summary of CSS for FY 2023-24 to FY 2024-25 for HT Consumers

FY 2023-24 | FY 2024-25
Consumer Category Rs/Unit Rs/Unit
HT I HT - Industry
HT 4.53 5.80
EHV 4.96 6.23
HT I (B): HT - Industry (Seasonal)
HT 11.79 13.76
EHV 4.21 5.31
HT lI: HT — Commercial
HT 10.66 12.64
EHV 11.25 13.26
HT Il : HT - Railways/Metro/Monorail Traction
HT 4.28 5.55
EHV 418 5.38
HT IV: HT - Public Water Works
HT 3.28 4.34
EHV 3.40 4.44
HT V(A): HT - Agriculture Pumpsets
HT
EHV
HT V(B): HT - Agriculture - Others
HT 0.42 1.02
EHV - -
HT VI: HT - Group Housing Societies (Residential)
HT 2.67 3.75
EHV - -
HT VIIl: HT - Public Services
HT VIII(A): HT - Public Services-Govt. Edu. Institutions and Hospitals
HT 5.42 6.79
HT VIIi(B): HT - Public Services-Others
HT 7.66 9.42
EHV 7.18 8.85
HT IX: HT - Electric Vehicle Charging Station
HT 0.70 1.01
EHV - -
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Table 251: Summary of CSS for FY 2023-24 to FY 2024-25 for LT Consumers (1/2)

FY 2023-24 | FY 2024-25

Consumer Category RUnt | RslUni
LT Residential
LTI(A): LT - Residential-BPL
LTI(B): LT - Residential
1-100 units - 0.08
101-300 units 4.76 6.33
301-500 units 9.02 11.19
Above 500 units 10.41 12.79
LT II: LT - Non-Residential
(A) 0-20kW 5,76 737
(B): >20 KW and < 50 kW 11.07 1351
(C): 550 KW 13.30 16.10
LT Ill: LT - Public Water Works (PWW)
(A): 0-20 KW -
(B): > 20 kW and < 40 kW - 0.35
(C):> 40 kW 1.35 2.33
LT IV(C): LT - Agriculture Metered - Others 0.04 0.74
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Table 252: Summary of CSS for FY 2023-24 to FY 2024-25 for LT Consumers (2/2)

FY 2023-24 | FY 2024-25

Consumer Category RslUnit | Rs/Unit
LT V(B): LT - Industry
LT V-Industry (0-20 kW) 1.21 2.23
LT V-Industry (Above 20 kW) 412 5.55

LT VI: LT - Street Light
(A): Grampanchayat; A B & C Class Municipal

Council 1.37 2.43
(B): Municipal corporation Area 3.48 4.92
LT X (A) - Public Services - Govt.

(i): <20 KW 1.56 2.65
(ii): >20 - < 50 kW 2.17 3.29
(iii): >50 kW 4.26 5.69
LT X(B) - Public Services - Others

(i): <20 KW 1.08 2.09
(ii): >20 - < 50 kW 5.67 7.36
(iii): >50 kW 5.66 7.35
LT XI - Electric Vehicle Charging Station 2.85 3.43
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11.4.6 As stipulated in the Open Access Regulations, the cross-subsidy surcharge
shall be based on the current level of cross subsidy of the tariff category / tariff
slab and/ or voltage level to which such consumer or person belong area
connected to. Accordingly, the consumers who opt for Open Access during
the FY 2023-24 to FY 2024-25 (i.e., balance period of the Control Period)
need to be charged to compensate the level of cross subsidy which will
prevail during FY 2023-24 to FY 2024-25 (i.e., balance period of