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Methodoloay for Truing up of FY 2013-14

Regulations 4.21 & 5.36 of the Terms and Conditions for Determination of Wheeling Tariff
and Retail Supply Regulations, 2011 has stipulated the methodo!ogy for True up. The

relevant extract of the same is given below;

"4.21 The true up across variobs controflable and uncontrollable parameters shall be
conducted as per principle stated below:
(a) Var}btffon in revenue / expenditure on account of uncontrollable sales / power purchase .
respeciﬁve{y shalf be trued u,b every year;
kb) For controliable parameters, :
() An-y's-urp/us or deficit on account of ‘Operatfon and Maintenancé (O&M) expenses shall be
to the account of the Licensee and sha// not be trued up in ARR; and -
(i) Depreaaﬁon and Return on Capita/ Emp/oyed shall be trued up every year based on the.
actual capital expendijture and actus/ cap/ta//zatfon Vis-a-vis cap/z‘a/ investment plan (Cap/ta/'_

expend/ture and capftalization) approve_d by the Commission.

536 " Tﬁé amount received by the L}'cénsee on account of Non-Tariff Income shall bé ’
deducted from the aggregate revenue requirement in calculating the net revenue -

requirement of such Licensee”

Hence in this petition, the _p_etitioner has sought true up of the following:
Truing up of Sales an'd Power Pur_'c'hase
Non-Tariff Income . ,
~Truing up of O&M Expenses along with New Initiatives

1

2

3

4, Interest on Security Deposit

5 Depreciation and RoCE based on the actual Capitalization
6

Incgme Tax

Based on the MYT Regulations,2011 the petitioner has now sought Truing. up of FY 2013-14.

The component wise detailed information is given in relevant paras as mentioned below.
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Energy Sales

Energy Billed for FY 13-14:

Against the billed energy revenue of Rs 5,612.26 Cr (including DRRS) (7,439 Mu) as
projected by the Hon'ble Commission for FY 13-14 in its Tariff Order for FY 2013-14, actual
billed revenue for FY 13-14 at approved tariffs comes to Rs. 5,364 Cr (net of E. Tax)
(7,187.40 Mu).

Thié; Hon'ble Commission in its Multi Year Tariff Order for second control period (i.e. FY
2012-13 to'FY' 2014-15) has introduced a surcharge of 8% which was applicable w.e.f. 01

July 2012 'over the approved retail tariff for recovery of carrying cost & liquidation of Past
Revenue (;‘ap. The Hon'ble Commission in para 5.16 of Tariff Order for FY 2013-14 has
mentioned. that an amount of Rs. 415.72 Cr'will be generated through 8% deficit revenue . .
reccivery.su-_rcharge in FY 2013-14, again_st the said amount Rs 391.36 Cr. has been billed
duriﬁg the year. ' -

Table 3.0: Projected revenute Billed by ti\e Hon’ble Commission (inclusive of deficit-
il (R

-SI.No.: | Patticular MU S Amount® | Remark

A Revenue Billed 5,196.54 | (Table 124 of Tariff Order dated July 2013 )

B Deficit Revenue 415.72 | (Refer Para 5.16 of Tariff Order dated July
Recovery Surcharge 2013) '

C Total 7,439 | 5,612.26 | (A+B)

Summary of the category wise Actual Revenue billed is given below:
Table 3.1: _ Category wise Actual Revenue Billed

A. Domestic 3202 3,10850| 1,740.19
B. Non-Domestic 1,389 1,329.39 1,332.89
C.. Industrial 2,231 2,193.18 1,878.91
D. Irrigation & Agriculture 13 1334 - 4.89
E. Public Lighting 120 124.67 100.26
F. Delhi Jal Board ) 203 204.15 167.88
G. Railway Traction : 57 45.51 _ 32.86
H.DMRC : 173 133.71 ' 86.37
I, Own consumption -~ 17.01

J. Advertisement & 51 0.62 0.90 14.40
Hoarding .
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K. others - | T 1o 19.14

10.68

L. Total 7,439 7,187.40 | 4,972.93 391.36 5,364,29 7.46
M. Add- E.Tax ' 237.13

Total Revenue Billed '
(L+M) 7,439 | 7,187.40 5,601.42 7.79

(Copy of Auditor Certificate for Billed Revenue is attached as Annexure A-1 in volume II of the
Petition) - '

Self-Consumption

In para 2.79 of the second Multi Year Tariff Order, the Hon'ble Commission has allowed own
consumption -on ‘normative basis based on units sold during FY 2010-11 along with 2%
annual escalation” (of the previous year’s “Self €onsumption”).Relevant extract of the same

is given below:,

“2.79 The m'srrif_::u_tion utilities have been showing — “self-consumption™ at their Offices /

instaliations at zero-cost, in their respective ARRs. While analyzing the quantum of such

—self consumptionjf charged by the distribution ufilities, the Commission was unable to find
a uniform basis or justification forthe same. The .Commission has considered the matter
related to —Self Consumption by DISCOMs and decided that 0.25% of total units sold duting

FY 2010-11 may be taken as bench mark on normative basis for determining --Self

Consumption for FY 2010-11. An increment at the rate of 2% (of the previous year's —"Self
Consumption”) may be added each vear tll FY 2014 -15. The above norms will be '

 reviewed after the end of the current MYT period,”
Based on the norms issued by the Hon'ble Commission, the Petitioner has now sought

17.01-Mu towards the self-consumption.
its for FY 2013-1.

Tableﬁ3 1f|) Own consumption

A Normative Own consumption for FY 12-13 as per audited Form 2.1(a) 16.68

B Average One month consumption 1.39 { A/12
C - Additional 2% per month incremental units 0.03'{ B*2%
D Average monthly consumption allowed after incremental units 1.42 j B+C
E Total Own Consumption for full year considered for FY 2013-14 17.01 | D*12
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AT&C Losses

Methodology for computation of AT&C loss level has been provided in Regulation 4.7 (a), (b)
‘and (c) of MYT Regulations, 2011. Relevant Extract of the same is given below;

(a) AT&C Loss, which shall be measured as the difference between the units input into the
distribution system for sale to all its consumer and the units realized wherein the units.

realized shall be _équa! to the product of units billed and collection efficiency:

Provided that units billef‘:i-sh-all include the units realized on account of theft measured on
actual basis i.e. number of units against which payment of theft billing has been realized;

(b)  Distribution Iosses; which shall be measured as the.difference between the net units
input into the distribution system for sale to all its consumer and sum of the total energy

billed in its License area in the same year;

(©) Collection efficiency, which shall be measured as'ra'tio of total revenue realized to the

total revenue billed in the same year:

Provided that revenue realization from electricity duty and Iate payment surcharge shall not

be mcluded for computatton of collection efficiency;

It is submitted that The Hon’ble Commission has approved'target AT&C loss level of 12% for
FY 13-14 in its MYT order July, 2012 with the reduction :of 0.50% .over the previous year
AT&C loss target. The Petitioner in this Petition has sought revision in the AT&C. target for
second MYT control period as explained in this petition. Thérefore, the Petitioner is
proposing revised AT&C loss target of 14.325% for FY 2013-14 (i.e. reduction of 0.50% over
the previpus year AT&C loss target.)

le 3.2: ATSC loss for FY 2013-14

14 325%

AT&C Loss Target

tis further submitted that Ehe Hon’ble Commission in its Tariff order dated July, 2014 vide

para no 3.32 has decided that collection on account of 8% deficit surcharge will not be
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considered for computation of AT&C loss target. Relevant extract of the same is given

below;

3.32  The Commission has decided that revenue billed and collecied on account of 8%
surcharge will not be considered for computation of achievement of AT&C loss targets and
also communicated the same to the Petitioner vide letter dated May 09, 2013.

It is worth to mention that Regufation 4.7 (c) clearly stipuiated that only Electricity Tax/Late
payment surcharge will not forrh'part of collection. However, the Hon'ble Commission has
reduced realization on account of DRRS from the gross collection while computlng collection

efficiency.

The Petitioner aggrieved with the meth(.)dc;logy adopted by the Hon'ble Commission has filed
an appeal before Hon'ble ATE, TII thé outcome of the decision of the Hon’ble ATE, the
Petltzoner has here computed the AT&C ioss level based on the methodology followed by the
Hon'ble Commission in its Tariff order dated July 2014 for truing up of FY 2012—13

"Revem_le Billed for AT&C purpose for FY 13-14 T

Umts Bllled . MUs 7,187.40 Table no 3.1
Total Revenue Billed as per Form2, la {Rs Cr) 5,601.42 | Table no 3.1
Less- E.Tax . (Rs Cr) 237.13 | Table no 3.1
Less- DRRS 8% - (Rs Cr) 391.36 | Table no 3.1
Net Revenue Billed ) {Rs Cr) -4,972.93 | (B-C-D)

Revenue Realization - _ _
The Petitioner has been able to realize an amount of Rs 5,61 1..42 Cr. durin:g. the FY 2013-14,
However in line with the methodology adopted by the Hon’ble Commission for the purpose
of computation of revenue collected for AT&C true up, amount realized on account of
electricity tax and 8% DRRS has to be excluded from the total collection.

Given below is the workfng of revenue collection to be considered for AT&C true up:

Tab!e 3. 4' Amount of revenue available for AT&C Computatlon for FY 2013 14  (RsCr)

Table No 3.4(i)

Revenue Realized (Inttusi e of E Tax)
Less: 8% Deficit Revenue Recovery Surcharge 380,70
less: Electriciby Tax - 232.22
Revenue-Collected for AT&C true up 4,988.50 | (A-B-C)

o0 wm| >
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Given below is the coilection derived for FY 2013-14 based on debtor's moments as per

audited financial statements;

Table 3.4(i}: Collection as per Audited Financial Statement (Rs Cr)
Opening Debtors as on 01.04.13 376.55 | Note 20 & 23 of Audited Balance Sheet
‘ (Amnexure A-2 in Volume II of the
| Petition)
Less- other Debtors L 010
A Opening Debtors as on 01.04.13 for | . 37645
AT&C purpose ; '
| Add: _
B . |Sale 5,644.01 | P&L Statement of Audited Balance Sheet
' | (Annexure A-2 in Volume I of the
FPetition) :
Cc’ Difference in subsidy billed and (12.17) { Table No 3.4(i)
- | collected .
Less: .
D Doubtful Debts/ Bad Debts 8.15 | Table No 3.4{iil) .
Closing Debtors as on 31.03.14 389.86 .| Note 20 & 23 of Audited Balance’Sheet
' | Amnexure  A-2 in Volume II “of the
' | Petition) L
- | Less:- Other Debtors o L3
E . | Net Closing Debtors as on 388.72
31.03.2014 . ' .
F Total Collection at Gross Level 5,611.42 1 A+B+C-D-E

It is worthwhile to mention that the Hon'ble Commission has treated actual amount of
subsidy billed as collection for determination of AT&C Loss Level for the year. The said
principle has been elaborated and dealt with in the Tariff Order for FY 10 issued by the
Hon’ble Commission on 28™ May 2009. The relevant extracts of the Tafiff Order‘for‘.FY 10

are reproduced below:

"As regards the treatment of subsidy in computétibn of AT&C /oss the Commission has
observed that the Pelitioner has not claimed an v additional subsidy in the computation of
the collection efficiency for FY 07-08 as considered by other-two DISCOMs, The 'Petitfoner,
auring its meeting with the officials of the Commission on April 13, 2009, clarified that the
minimum of the amount of subsidy H/Sbursed and the amount of subsidy received from the
GoNCTD has been considered for the _c;::mputatfon of m//ed/bb efficiency for FY 07-08. The
Commission holds that th‘e"‘subsidy amount disbursed through billing during FY 07-08 will

only be considered for the computation of collection efficiency.”
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Based on the above principle, the subsidy bil!éd dt}ring FY 13-14 has been considered for
the purpose of computing revenue realized during FY 13-14. The difference in subsidy billed

and collected during FY 13-14 is as follows:

i Submdy(:nllechons _

A during FY 13’-14 i
B Amount Collected 144.19
C Difference in Subsidy disbursed and coflected (12.17) | (A-B)

It -is clarified- that pursuant to the methodology '_'a,dopted Q-\,g the Hon'ble Commission for
Truing Up, .Subsidy has been offered in ARR on disburserriérft basis irrespective of the fact
whether actual collection from the GoNCTD has been recéived or not. In case the same is
not recetved from the GoNCTD; such unpaid amount shaII be claimed in the ARR as-
collection-for the year for which subsidy has been billed and will not form part of coilectlon ’

in the year of receipt.

Tab!e 3.4(iii): Computation of Bad DebtslProwsnon for Doubtful Debts {Rs Cr), .

Refer Note no 30 of Audited Balance.
off (Net . Sheet - :
Recovered) . . (Annekure A-2 in Volume I of the ’

: : : Petitidri) .
B Provision for 6.34 | ° 4.09 2.25 | Refer Note no 30 of Audited Balance |-
Doubtful debts Sheet
(Anhexure A-2 in Volume II of thei
Petition)
C ' | Total As per P&L 8.15 3.96 | (A+B)

In line with the methodology adopted by the Hon'ble Commission,' the petitioner hasg
computed AT&C loss level of 10.35% for FY 2013-14. Computation of the same is given

below:

Table 3.5: Com
A | Energy Input at TP 8,042.13 | Table 3.8(iii)
B Units Billed 7,187.40 | Table 3.1
C Amount Billed . 4972,937| Table 3.1
D Average Billing Rate Rs/kWh 6,92 | (C/BY*10
E Distribution Loss % 10.63% | (1-B/A).
F Amount Collected - (Rs Cr)  4,988.50 | Table 3.4
G Coliection Efficiency % 100.31% | (F/C)
H. Units Realized . T Mu 7209.90 | (B*F/C)
I AT&C Loss Level ’ % 10.35% | (1-H/A) -
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Regulation 4.8 provides that "the Distribution Licensee will be eligible for Higher incentive by
way of Higher rate of return on Equity (to be considered for RoCE)........... for achieving

fower AT&C loss level than specified in the loss reduction trajectory.”

The Petitioner in this petition has sought the revised AT&C loss target/trajectory of 14.325%
for FY 13-14 against which TPDDL has actually achieved AT&C loss level of 10.35% as
computed in table 3.5 -above therefore entitled for claiming additional_RoE on account of

AT&C overachievement. -

The computation of Qvérachievement Incentive by way of Higher Ra_e.tum on Equity (to be
considered while caleulating ROCE) has been computed based on regulation 4.8 of MYT
Regulations 2011: - )

Table 3.6: Computation of Additional RoE to be allowed due to overachievement of AT&C
Loss Level

1A AT&C Losses - Revised Target for -~ Current Year 14.325 . Table 3.2
B AT&C Losses - Revised Target for — Previous year 14825 . | Table 3.8.4.15
C AT&C Losses - Actual for FY 2013-14 10.35 . | Table 3.5
D | Additional Return on Equity (%) =(Xi-Yj(Xi-1-Xi)* - 7.95%

(*as the pelitioner has challenged the methodology of computation of AT&C loss fevel before the
Hon'ble ATE, therefore the above computation is subject to the outcome of decision of the Hon'ble
ATE)

Where as

" Xi = Target AT&C loss level for ith year, i.e. *Revised Target AT&C loss 14.325% for FY 2013-14
Xi-1= Target AT&C loss level for (i-1)th year, i.e. *Revised Target AT&C loss 14.825% for FY 2012-13
Yi = Actual AT&C Loss level for ith year:, . i.e. for FY 2013-14 .

* Revised Targel as explained earfier in this pelition
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Power Purchase:
Power Purchase Quantum

In the context of power purchase quantum for FY 2013-14, the Petitioner has purchased
11,242,04 MU out of which 2,719.43 MU of surplus energy was sold as short term sale of
power. ‘

Deducting the Inter-State transmission loss of 350.85 MU and Intra- State transmission loss
of 131.53 MU, the Petitioner has submitted a net power purchase quantum of 8040.23 MU
delivered at TPBDL distrlbutlon periphery. '
The summary of power purchase quantum for FY 2013-14 as per Audltor certlf‘ cate is given

below: .
Table 3.8: Power Purchase Quantum for FY 2013-14 as per Auditor’s certificate
pproved I
A KE"owe} drchase:
i Gross Power Purchase Quantum 11104 11,242.04
fi Power Sold To Other Sources 2280 . 2,719.43
iii Net Power Purchase 3824 8,522.62 i-il
B Transmission Loss: - :
i Inter-State Transmission Loss 310 . 350.85
i Intra-State Transmisslon Loss 103 - 131.53
jit Total Transmission Loss 413 . 482.38 §+ii
- | Net Power Available after ‘
c Transmission Loss 8411 8,040.23 | . AB

From the above table It can be observed that the actual power purchase quantum for the
Petitioner was less than the quantum approved by the Commission due to lower actual
energy demand in the Petitioner’s distribution area vis-a-vis the demand considered by the

Commiission in the Tariff Order dated July,13

It is further submitted that Delhi SLDC issues weekiy UI biils from where the actual drawl by
a utility is finalized. It is pertinent to mention that there is a time lag of approx.. 2-3
months in issuing of the UI bills by Delhi SLDC and at the time of finalizing of accounts for
FY 2013-14, the UI bills were not issued for the period 17" Feb 2014 to 31% March 2014.
Hence TPDDL had taken a provision baéed on the actual constmed Mu for the months for

which bills were not issued and finalized the net power purchase quantum of 8040 MU at

TPDDL periphery available for consumptron
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Table 3.8(i): Input as per Auditor Certificate

Skt

TN, LR SRRt S

A~ | Input as per Dethi SLDC UI bills* | 8,038.968 Frovisonal consumption as been, Mot
B Adjustment for FY 12-13 {1.611971) { see para given below

C Rithala generation 0.929290

D Solar generation 1.946453 ‘

E Total consumption 8,040.23 | (A+B+C+D)

The provisional consumption approved for Mar'i3 in duly signed audit{éd certificate for
power purchase cost for 2012-13, '‘which has been submitted to the Hoﬁfble'Commission
along with the power purchase biils'of FY 2012-13, is 535.51 MU. The actual cor_xéurﬁption
for Mar’13 was 533.90 MU as per the-L-JI bills issueci by Delhi SLDC at Iater date. Thus the
difference in the provisional MU a_nci actual MU for Mar'13 is 1.61 MU. Since the broyisional
cbnsumption already certified in. the certificate of FY 12-13 was higher than th_é actual
consumption of Mar'i3, hence the'diﬁ‘erence MU is to be subtracted from tﬁe MU of Apr'i3.
The same has been certified by-statutory auditors and has also been considered in FY 13-
14.Hence consumption certified by the statutory auditors for FY 13-14 comes fo 8,040.23
MU.

Input for AT&C

For the purpose of AT&C computation, the Hon'ble Commission' shall considered
consumption provided by State Load Dispatch Center (SLDC). In line with the metr_lodology
followed by the Hon'ble Commission in previous tariff orders, the Petitioner has considered
8042.13 MU for the purpose of computation of input for AT&C. COmp'utation of the same Is
given below;

Table 3.8(jii): tfor AT&CI

A Input as pef Delhi SLDC ‘ | 8039.26

B Rithala generation : 0.929290 —
C Solar generation 3 1.946453 i

D Total consumption . 804213 {A+B+C)
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Short Term Power Purchase

During the year the petitioner has purchased 607.35 MU through short term from

bilateral/exchangé/UI/Intrastate/Banking under short-term purchase. The Petitioner has
purchased 20.50 MU (3.37%) of energy from bilateral sources, 3.53 MU (0.58%) from intra-
state arrangements, 91.71 MU (15.10 %) of energy from UI, 12.17 MU (2%) from exchange

and 479.45 MU (78.94%) through Banking.

The summary of sources wise short term power purchase from_FY 2011-12 b6 FY 2013-14 is

shown below:

Table 3.9; Details of Short term Powel; i’urchase

Short Term Power Sale

A | Bilateral 25% 170.92 |  57% " 20.50 3%
B Banking 0% 24001 * 8% 479.45 79%
C | Exchange 8.55 6% 5.65 2% 12.17 2%
D, | Intra state 60.71 42% 3516 |  12% 3.53 1%
E |Ur ' 40.60 28% 6633 | 22% 91.71 15%
F- | Total 14586 { 100% 302.06 | 100%{ .607.35| -100%

During the year the petitioner has sold 2,719.43 MU of surplus energy out of which,.242.37
MU (8.91%) was sold through UI, 758.87 MU (27.91%) was banked, 1,096.12 MU (4'0.31%)
was sold through exchange, 610.77 MU (22.46%) through bilateral arrangements and 11.30

MU (0.42%) through intra-state arrangements.

The summary of source wise short term power sales from FY 2011-12 to FY 2013-14 is

shown below:

Table 3.10: Details of Short term Power Sales

A ifateral 176.75 855.72 ) 610.77 -
B Banking 35.71 79.92 3% 758.87 28%
C | Exchange 238.65 15% 121081} 43%| 1096.12 40%
D | Intra state 9.07 1% 9.84 0% 11.30 0%
E U1 1183.93 72% 665.90 24% 242.37 9%
E Total 1644.11 100% 2822191 100% 2719.43 100%
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Details of actual Power Purchase quantum station wise is given below:

Table 3.11: Details of Power Purchase Quantum Station wise (MU)

Central Sector Generating Stations {C5GS)

A NTPC

i Anta Gas ) 1854.46 190.70 54.50
ii Auraiya Gas ' " 1756.68 140.24 40,20
i Dadri Gas - 3357.79 296.05 | 86.38
v Dadri — 1 ... 543521 479191 | . 115866
v Dadri — 11 B 7202.05 5514.43 1629.58
vi Farakka © " 9703.44 155.67 45,67 -
vit Kahalgaon ~ I - 544944 318.37 93,51
vili Kahalgaon — 11 : 8437.28 1055.65 | .~ 309195 |
ix Rihand -1 . 6910.03 673.28 202,18
X Rihand — 11 o 6803.13 835.30 252:15
xi Rihand — 111 - 3407.85 459,88 T 134.69
xii Singrauli ‘ 14851.76 1096.52 ©327.42
xii _ {Unchahar—1 B 2997.46 _ 166.64 48.95
Xiv Unchahar — I1 2901.34 34272 100.69
XV Unchahar — 111 . 1388.59 202.06 58,99
xvi Aravali Jhajjar 5023.37 438.60 | . 116,52
xvii Total " 4660.02 |
B NHPC ‘ '

i Baira Siul ©626.20 " 6731 20.10
i Chamera — 1 2331.51 180.25 53.63
ii Chamera ~ 11 1390.66 180,97 53.94
iv Chamera — I 930.35 118.09 | 34,57
v Dhauliganga ’ 278,15 35.20 9,84
vi Dulhasti 2124.95 269.14 79.56-{-
vil Salal 323519 370.56 109.54
viii Tanakpur 378.11 . 39.99 11.57
X Uri ‘ 2512.62 268.95 80.96
X Sewa — 11 493.61 63.91 1919
Xi Parbati-11I 2.70 0.34

xii Uri-I11 361.91 - 48,68 14.21
Xiii Total - . ' 487.10
c THDC . A

i | Tehri HEP : 4021.52 414.21 120.88
i Koteshwar - ©1505.41 . 148.42 43,31
iii Total 164.19
D DVC , i
I Mejla Unit 6 . 210.83
i CTPS 7 & 8 - 578.29
iii Total ' : . 789,12
E NPCIL




TS FR RO True up for FY 2013-14

i NAPS 2360.81 252.13 73.63
il RAPP B Units 384 .
jid RAPP C Units 586 ) 3443.24 436.93 127.48
iv Fotal - 201.11
- SIVNL © 711210 627.18 196.62
I Total . 196.62
G Others ‘
i Tala HEP 3619.38 108.80 31.05
ii Sasan Power limited : 2523.98 285.09 82.80
i Maithon Power Limited C 1977.48
v CLP, Jhajjar ' o 234.38
A Total : . SR 2325.71
H Total CSGS A+B+C+D+E+F+G ' 8823.88
I State Generating Stations (SGS) ’ '
i BTPS - 3808.10° 3808.10 820,15
fi Dadri “f ‘
i Rajghat 329.35 329.35 85.34
v Gas Turbine . 2357.56 _ 2357.56 284.16
v Pragati-I 1009.96 1009.96 484.82
vi Pragati-I1I . 597.65 597.65 134.089
Vii Solar : ' 1.95
viii Rithala ) 0,30
ix Total ’ .1810.81
] Grand Total . ) : 10634.69

# MU schedufed to the petitioner in FY 13-14 as per invoices. Values fetched from FPC certificate

# total scheduled generation is picked from final REA of Apr'13 to Mar'14

** Dofhi share from the stations is picked from final REA of Apr'i3 fo Marl4, CLP, MPL, DVC are
considered as L TOA transactions and total energy generated from these stations is not fssued in arny
energy account. Rithala and Solar not included in the above table.

Power Purchase Cost

The Petitioner has incurred gross power purchase cost of Rs. 4,901.23 Cr for the gross
power purchase quantum of 11242.04 MU in FY 2013-14 from all sources including intra-
state, bil?teral, UI and exchange. The revenue of Rs, 782.99 Cr on account of sale of
2719.43 MU surplus energy through bilateral, intra-state, Ul and exchange has been-:
deducted from the gross poWer purchase cost to arrive at net power purchase cost of Rs.
4,118.24 C, | |

Further, the Petitioner has incurred total transmission charges of Rs. 437.50 Cr which '
includes SLDC charges, NRLDC charges, Reactive Energy charges etc., to anfve at total
power purchase cost amounting to Rs. 4,555.74 Cr during FY 2013-14. o




True up for FY 2013-14

Given below is the station wise cost incurred in FY 2013-14:

€.

Table 3.12: Details of Power Purchase Cost Station wis_e_for FY 20__1;_3-_14

Central Sector Generating Stations (C5GS)
A NTPC _
i Anta Gas 54.50 7.51 15.43 (.66 23.60 4.33
il Auraiya Gas 40.20 8.94 13.07- 0.64 22,65 | 563
ill Dadri Gas 86.38 9.82 28:85 0.98 39.65 4,59
iv Dadri—1 1158.66 129.45 380.62 . 7.96 518.03 4.47
v Dadri - 11 1629.58 262,96 508.17 1.35 772.48 . 4,74
vi Farakka 45,67 4,25 15.16 0.25 19.66 4,31
vii Kahalgaon—1~ 93.51 11.26 28.35 0.74 40.35 4.31
viii Kahalgaon ~ I 309.95 39.78 -88.07 1.42 129.27 4.17
ix Rihand -1 202.18 18.79 28.34 1.70 48.84 2,42
X Rihand — 11 252.15 25.19 35.72 0.20 61.12 2.42
Xi Rihand - 111 134.69 24.50 -18.04 0.04 42.58 3.16
Xii Singrauli 327.42 18.42 39.13 1.13 58.69 1.79
xiii Unchahar — 1 48,95 5.06 14:33 0.39 19.78 4.04
Xiv Unchahar — I1 100.69 10.18 29.26 i.29 40,72 4,04
XV Unchahar — 111 58.99 8.73 17.04 0.12 25,89 4,39
Xvi Aravali Jhajiar 116.52 91.98 43.51 0.21 135.70 11.65
xvii Total 4660,02 676.83 1303.07 19.10 1998.99" 4.29
B NHPC
i Baira Siul 20.10 2.05 1.65 0.53 4,22 2.10
ii Chamera -1 53.63 4.10 5.05 0.47 9.61 1.79
fii Chamera — I 53.94 8.55 7.68 2.86 19.10 3.54
iv Chamera - H1 .34.57 7.83 6.88 0.03 14.75 4,27
v Dhauliganga 9.84 1.54 1.52 2.20 5.25 5.34
vi Dulhasti 79.56 22.48 22.22 6.41 51.10 6.42
vii Salal 109.54 522 4,87 19.43 ' 29,52 2,70
viii Tanakpur 11.57 1.61 1.33 0.40 3.34 2.89
ix Uri 80.96 7.98 - 645 6.75 21.18 2.62
X Sewa — 11 19.19 540 4.62 Q.53 10.54 5.49
Xi Parbati-I1iI :
bl "1 Uri-IIL 14.21 3.73 2.37 0.03 6.12 - 4,31
xiii Total 487.10 7049 | 64.63 39.62 174.74 3.59
C THDC . :
i Tehri HEP 120.88 21.40 21.96 8.24 51.60 4.27
i Koteshwar 43.31 6.81 7.43 0.07 14.31 3.30
iii Total 164,19 28.21 29.39 8.31 65.91 4.01
D DvVC : '
i Mejia Unit 6. 210.83 29.76 53.02 2.03 84.81 4,02
i CTPS 7 &8 * 578.29 107.84 102.25 559 215.68 3.73
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True up for FY 2013-14.

The detailed comparative summary of power purchase cost for FY 2013-14 as approved by

- the Heh’bie Commission in the tariff order issued in July 2013 and the actual power -

purchase cost for FY 2013-14 as incurred by the Petitioner is as follows;

n
iv Total 789.12 | 137.60 155.27 761 | 30048 3.81
E NPCIL
i NAPS 73.63 0.00 18.40 0.04 18.45 2.51
i §§2" B Units 127.48 0.00 44.14 0.04| ° 44.18 3.47
" RAPP C Units
586 _

iy Total 201.11 0.00 62.55| . 0,08 62.63 3.11
F SIVNL 196.62 26.57 2189 | - 4.26 52.72 2.68
i Total 196.62| 26.57 71.89 | - 4.26| 5272 2.68
G Others
i Tala HEP 31.05 0.00 6.27 0.00 6.27 2.02
i basan Power 82.80 1.02 4777 0.03 5.82 0.70
Matthon Power
i Limited 1977.48 |  288.65 434.66 8.48| 73180 3.70
iv CLP, Jhajjar 234.38 79.29 67.37 3.08| 149,74 6.39
v Total 732571 | 368.96 513.08 |  11.50 | 893.63 3.84

| A+B+C
H Total CSGS 8823.88 | 1308.66 | 2149.88 90,57 | 3549.10 4.02 | +D+E -

+F4G -

I State Generating Stations (SGS)
i BTPS " 820.15 85.15 327.41 171 41427 '5.05
ii Dadri
il Rajghat 85.34 32.50 26.61 0.00 50.11 6.93
iv Gas Turbine 284.16 47.96 103.70 0.00 | 15166 5.34
v Pragati-1 48482 |  43.24 160.20 0.03 | 20341 4.20
vi Pragati-1iI 134.09| 153.90 38.16 6.06 | 198.13 14.78
vii Solar 1.95 0.00 3.48 0.00 3.48 17.88
viii Rithala 0.30 93.19 0.33 0.00 93,52 '
ix Total 1810.81 | 455.95 659.90 7.74 | 1123.59 6.20
3 Grand Total 10634.69 | 1764.61 | 2809.78| 98.31 | 4672.69 439 | H+I
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Energy availability from Delhi based Gencos

The energy scheduled along with total cost to TPDDL during FY 13-14 from the generating
stations based in Delhi as compared to the Eneréy MU and costs estimated by the Hon'ble

Commission in the tariff order issued on July, 13 is summarized in the table below:

Tabie 3.12(i): Comparison of Energy Availability from Delhi Gencos Estimated in the order
vis-a-vis Actual for FY 13-14

BTPS o24.00 | 43798 . 474| swi1s| am2r|  sos| (o3ss) | @3
Rajghat 19500 ] 9555 - 4.90 85.34 so.41 | ;- 693 (l0966) | (36.44)
GT 350.00 | 18489 515 | 28416 5166 | 534 | (7484 | (33.23)
PPCL so7.00 | 19418 | 383 | 48482 203.41 a20| (218 9.23
fgﬁ;}?,‘ 453.00 | 28177 622 |  134.09 198.13] 78| G8on| (83.69)
TPDDL G- Rithala 4300 | 1935 4.50 0.30 93.52 , (42.70) 74.17
Total | 248100 | 121372 489 | 180887 | 112010 619 | (67213)| (93.62)

Amongst the Delhi Gencos, BTPS,.‘RPH, GT and PPCL have delivered around 670 MU less
than what was projected. This is primarily on account of backing down of Gencos due to.
high cost. Also due to sparse availability of APM gas plants like Bawana was available less,
This shows that the rate at which the Delhi Gencos (BTPS, RPH, GT, PPCL and Bawana)
have provided power to TPDDL is much higher than that projected by the Hon'ble
Commission in its Tariff Order. Although during FY 13-14 TPDDL had continuously
endeavored to back tfown these costly stations but on numerous occasions the same for

forcefully scheduled due to transmission constraints reported by DTL/SL[}C.'
Energy Availabiiitiy from the Central Sector Generating Stations (CSGS)
The energy scheduled along with total cost to TPDDL during FY 13-14 from the existing

Central Sector Generating Stations as compared to the Energy (Mu) and Costs estimated by
the Hon'ble Commission in the Tariff Order issued on July,13 is summarized in the table

below:
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Table 3.12(ii): Energy Availability from CSGS Estimated in the order vis-a-vis Actual for FY 13-

NTPC
Singruali 339,00 5763 170 327.42 58,69 1,79 (11.58) 1.06
Rihand-1 204.00 549 | 223 202.18 48.84 2.42 (182) | 335
Rihand-I1 291.00 61.60 | 212 252,15 61.12 22| @esn| osn
NCPP (Dadri Thermal) 127400 | 51724 | 406 | 115866 |  518.03 4471 (11539 0.79
(DEa)?tz')Therma! Stage It 148200 | 65356 | 441] 162058 |  772.48 4,74 14758 | 11892
Unchahar-1 50.00 1755 | 351 4895 19.78 4.04 (1.05) 2.23
Unchahar_JT 100.00 3090 | 399 10069 40.72 4.04 0.69 0.82
Unchahar_IiT 62.00 2449 | 395| sean 25,89 439 @oy | 140
Anta 47.00 204 | 469 . 5450 23.60 433 7.50 1.56
Auriya 51.00 2637 | 5.17 40.20 2265 5.63 (1080) | (372
Dadri GPP 94,00 4785 | 5.09 86.38 39,65 4,59 62|  (8.20)
Talcher 0.00 0.00 0.00
Farakka 36.00 1264 ] 351 45.67 19.66 431 9.67 7.02
Kahalgaon-1 93.00 3041 | 327 93.51 40.35 431 0.51 9.94
Kahatgaon-11 271.00 8835 | 3.6 309.95 129.27 4.17 3895 [ 4092
NTPC Total 4394.00 | 164521 | 3.74 | 440882 ] 182071 4.13 14.82 | 17550
NHRC )

Balrasiut HEP 22.00 40| 1 20.10 4.22 2.10 (1.90) 022 |
Salal — I HEP 110.00 2134 194 109,54 29.52 2.70 (0.96) 8.18
Tanakpur HEP 14.00 3.86 2.76 11.57 3.34 2.89 (2.43) {0.52)
Chamera I HEP 53.00 975 | 184 53.63 9.61 179 0.63 | (0.14)
Chomera T HEP ' 58.00 2013 | 347 - 5304 19.10 3.54 (a08) | (1.03)
Uri%HEP 97.00 299 | 237 80.96 21.18 2.62 (16.04) | (L8
Dhéuliganga HEP 45.00 1620 | 3.60 9.84 5.25 5.34 (35.16) | (10.95)
Sewa II 20.00 9.04| 452 19.19 10.54 5.49 (0.81) 1.50
Duthasti HEP 85.00 ar0t] 553 7956 51.10 6.42 (5.44) 4.09
NHPC TOTAL 50400 | 15432] 3.06| 43833 153.87 351 | (65.67)] (0.45)
Others

Nathpa Jhakei HER 202.00 56.16 | 2.78 196.62 52.72 268 (538) | (3.44)
Aravali Thajjar 188.00 | 11092 | 590 11652 | 135.70 1165 | . (7r48) | 2478
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. Actual cost including PY arr
B

Tehri-1 HEP 95.00 4.93 120,38 51.60 4,27 25.88 4,76
Koteshwar HEP 33.00 1429 [ 433 4331 14,31 3.30 1031 0.02
g?ﬁg ove 53000 | 21329 | 402 | 21083 84.81 a02|  @an | (12848
TALA HEP 31,60 626 2.02 31.05 6.27 2.02 0.05 0.01
Maithon Power Ltd 156400 | 55053 | 3.52| 197748 | 73180 3.70 M348 | 18127
CLP Jhajjer (LT-05) 230,00 7820 | 3.40 23| 1974 | 639 438 | 7154
Others Total 2873.00 | 107649 | 3.75 | 203107 | 122695 | © 419 58.07 | 150.46
Nuclear ‘

NAPS 69.00 1725 | 250 73.63 1845 | 251 463 120
RAPS 5 & 6 120.00 4140 | 3.45 127,48 4418 . 347 7.48 2.78
NUCLEAR Total 189,00 [ 5865| 30| 20011| 6263 [- 3m 1211 3.98
Total-Existing 7960.00 | 2934.67 | 3.60 | 797933 | 3264.16 4.00 1933 | 329.49

As it is clear from above, the energy procured from CSGS in FY 13-14 is almost equal.to the
energy approved to be purchased from CSGS in the Tariff Order for FY 13-14. However, it
may be noted that for the same quantum of energy, the expenses incq-rred by the petitioner
are higher than the approved expenses by = approx.. Rs.330 Cr. This is because the actual
rates, as per the invoices of the generating stations, are higher than the rates approved by
the Hon'ble Commission in the Tariff Order issued in July 2013. Especially in case of ER
stations of NTPC i.e. Farakka, Kahalgéon—l and Kahalgaon-H, comparatively newer stations
of NHPC i.e. Dhauliganga, Dulhasti and Sewa-11, the billed rates are higher than the rates at
which the projection was made. As per the approved costs, the power purchase rate from
existing long term sources wés Rs.3.69/unit but actual rate of power purchase from the

same source is Rs.4.09/unit. B

The variable cost for Aravali has remained in the range of Rs.3.37/unit to Rs.3.77/unit for FY
13-14. Due to high variable costs, Aravali was backed down most of-the time in FY 13-14
but thé'propoftionate fixed costs were borne by the petitioner. Hence total rate, including

the fixed and variable charges seems to be exorbitantly high.
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Energy Availability from New Generating Stations

The actual net energy available along with tota! cost to TPDDL during FY 13-14 from New
Stations as compared to the Energy (Mus) and cost estimated by the Hon’ble Commission in

Tariff order issued in July, 2013 is summarized in the table below:

Table 3.12(iii): Energy Availability from New Generating Stations Estimated in the order
vis-a-vis Actual for FY 13-14 '

Chamera TII 4300 | 19.18 4,46 34.57 14.75 4.27 @43) | (443)
CTPS 788 ‘| 37s00] 13419 355 |  578.29°| 21568 373 20029 | - 8149
Parbati 111 | 2200 100 4,50 4.00) | - (10.80)
Rhand I - | 3600] 1058 204 | 134.69 42.58 3.16 98.60 | 32.00
SasanUMPP | 145.00 |  17.26 119 8280 | 58 070 | .(62.20) |- (11.44)
Rampur | 2300 8.53 371 . 300 | (853)
Ui 11 U 1100 4,95 4,50 14,21 6.12 431 3210 117
Total New .

Stations .| 660.00 | 205.49 311| g44.55 | 284.95 337 | 18455 79.46

‘As may be seen from above, against 660 Mus estimated by the Honble Commission to be
received from.New CSGS, TPDDL received 845 Mus. However‘the following points may be
noted: '
1)~ Parbati III has been commissioned only in last week of Mar’14, hence no energy has
been considered from Parbati III during FY 13-14 since no invoice for Parbati III was
received in FY 13-14.

- 2) TPDDL has not signed PPA for purchase of power from Rampur owing to its high
costs. Hence no power from Rampur \:Nas scheduled to TPDDL in FY 13-14,

3) Unit 1 of Sasan was commissioned in the month of August 2013. Due to late

commissiohihg of Sasan, the energy scheduled from Sasan in FY 13-14 is also less than

estimated.
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Renewable Purchase Obligation

The Honble Commission, in its Tariff Order for FY 13-14 for the petitioner, had approved
Rs. 63.97 Cr for meeting the Renewable Purchase Obligations. Against which TPDDL had
purchased solar 1,95 Mus from its own generation amounting to Rs.3.48 Cr. The comparison
of the cost approved by the Hon'ble Commission in its Tariff Order for FY 13-14 and that

actually incurred by the petitioner for renewable power purchase is provided as under:

Table 3.12(iv): Energy Availability from New Generating Stations Estimated in the order
vis-a-vis Actual for FY 13-14

TPDDL G- Sofar 2.50 113 4,50 1.95 3.48 1788 | (0.55) 235 |

It is brought to the attention of the Hon’ble Commission that TPDDL vide its various letters
had requested to the Hon'ble Commission regarding deferment of the renewable obligation
starting from FY 14-15 as it is more beneficial for a DISCOM to purcha{se physical power
rather than purchasing RECs as’it impacts the tariff, The Hon'ble Commission had vide its
order dated July,14 had waived off the RPO for FY 12-13 to be fulfilled in FY 13-14. Also, as
per the directive 6.18 of the Tariff Order dated July,14 during FY 14-15, the RPO
requirements for green power must be met along with the requirements carried over from
previous years. Hence, as per the directive of the Hon’ble Commission, TPDDL had floated
the tender for purchase of renewable power during FY 13-14 against which. a limited
response had Been received, The tendering process has been re-initiated in FY 14-15 and
TPDDL is also taking initiatives to tie up renewable power from SECI, Thus it is expected
that TPDDL shall be in a position to meet the RPO of FY 14-15 along with the obligation
cartied over from previous years during FY 14-15, IF is once again éubmittéd that the

renewable purchase obligation for FY 13-14 be deferred_’for, future 2-3 years.
Details of Short Term Power Purchase

The Petitioner has incurred Rs.228.54 Cr (@ Rs. 3,76 per unit) on short term power
procurement of 607.35 MU out of which Rs. 3.56 Cr (@ Rs. 2.92 per unit) through

exchange, Rs. 15.75 Cr (@ Rs. 1.72 per unit) was incurred for UI and Rs. 0.89 Cr (@ Rs.
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2.54 per unit) was incurred for purchase under intra-state arrangements, Rs. 199.49 Cr (@

Rs. 4.16 per unit) under banking arrangement, 8.85 Cr (@ Rs 4.32 per unit) under Bilateral

arrangements.

The source wise summary of short term power purchase from FY 2012-13 and FY 2013-14is |

as shown below:

Table 3.13: Details of Short term Power Purchase

A Bilateral © 3901 66.79 4.32 8.85
B Banking -, 423 10.16 4,16 199.49
C Exchange . a0 |- 2.27 2.92 3.56
D Intra state Co431 15.16 2547 0.89
E U1 ©oL201 13.40 172 15.75
F Total .. 3.57 107.78 3.76 228.54"

Details for Short Term Surplus Power Sale

The Petitioner- has received Rs. 782.99 Cr (@ Rs. 2.88 per unit) on short term power sale of
2719.43 MU out of which Rs. 203.31 Cr. {@ Rs. 3.33 per unit) was through sale of energy
under bilateral, Rs. 36,49 Cr (@ Rs. 1.51 per unit) was through UL, Rs. 282.14 Cr (@ Rs.
3.72 per unit) under banking arrangeméht, Rs. 256,30 Cr (€@ Rs. 2.34 per unit) was through
exchange and Rs. 4.74 Cr (@ Rs. 4.19 per unit) was for sale of energy under intrastate

arrangement.

The source wise summary of sale of surplus power for FY 2012-13 and FY 2013-14 is as

. shown below:

Bilateral 309.99 3.33 203.31
Banking - 30.26 3.72 282.14
Exchange 2.53 306.45 2.34 256.30
Intra state A 426 - 4.20 418 4.74
UI . 2.36 .157.21 -*1.51 36.49
Total - 2.86 808.11 2.88 782,99
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Based on the above submissions the petitioner has sought Rs. 4,555.74 Cr towards power

purchase cost for FY 2013-14.

Table 3.15: Gross Power Purchase Cost Trued up for FY 2013 -14 {Rs Cr)

st ticula 13-14° marks/Ref
A Net power purchase cost . 4,118.24

B Transmission charges 437.50 Table 3.15(i)

C Audited Gross Power Purchase Cost 4,555.74 A+B

b Late payment surcharges claimed in Gencos -

E Late payment surcharges claimed in Transcos -

F Trading margin paid to related party see note 1 below
G Additional UI Charges . see note 2 below

LH Trued up gross Power purchase cost 4,555.74 C-D-E-F-G

Note 1: Trading Margin of Rs. 0.57 Cr paid to related party

The Petitioner during the financial year 13-14 has procured power through related party at
. an arm’s-length basis and paid trading margin as, per the Central Electricity R'egu!atorf

_Commission (fixation of trading margin) Regulation 2010. It is well settled law that
"+ transactions done at arm's-length basis should not Ee disallowed, therefore no amount has’

. 5een offered for the purpose of disallowance on account of related party transaction,

“The Hon'ble Commission has already built and provided for adequate safeguards in the
Appellant’s Distribution and Retail Supply License dated 11.3.2004 whereby, all transactions’
“with sister concerns at arm’s length are disclosed to l:.d. Delhi Commission.

" The relevant clause 5.7 of the License is reproduced below:-

"Clause 5.7: The Licensee may engage any of its Subsidiaries or Holding Company or a
Subsidiary of such Holding Company to provide any goods or services tol the Licensee, in -
connection with the Licensed Business, subject to the condition that the transaction will be
on an arms-length basis and at a value t'hafmiisi fair, competitive and reasonable in the

circumstances, or such other con,di'tions as may be imposed by the Commission from time to

time:
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Provided that all such transactions will be consistent with any Regulations or Guidelines, as
may be framed or issued by the Commission relating to the provision of goods and services

with respect o the Licensed Business.”

Note 2: Additional UX charges of Rs, 0.78 Cr

The petitioner hereby clarified that penal Ul charges are applicable at the specified rates for
over-drawl of electricity for each time block when grid frequency is below 49.5 Hz (Later on
revised to 49.7 Hz during FY 12-13). A time-block spans to 15 minutes. It is respectfully
submitted that while the petitioner has taken all efforts necessary to ensure compliance with
" the reduirements of the (Unscheduled Interchange and related matters) Regulations, 2009
.(“UI Regulations”), however, over-drawl from the grid below the mentioned frequency is

-difficult to avoid while drawing power under Ul, despite efficient management.

" Tt is further submitted that the Monitoring of Over-drawl is done based on instantaneous

“frequency and the billing is done on an average of 15 minutes. At times the frequency

. fluctuates slightly within a fifteen minute interval. If the load is shed as soon as the

'_ frequency momentarily touches below 49.7 Hz, ,'there is poSsibiiity of unnecessary load
: shedding as the average frequency.during the perioa would be higher than 49.7 Hz. Further,
..'_autom_ating this process would mean higher no. of 11KV VCB operations resulting in failure
'of vacuum bottles. As whenever the supply is interrupted, the same is done through
_ switching off of circuit breakers. These circuit breakers are made of contacts placed insidé
) Vacuum Bottles (called the vacuum interrupters). There is a specified life in terms of no. of
. operations of these bottles which is anything between 1000 to 1500 Nos., the more we do
" switching miore the chances of failure of these bottles happen. If the vacuum bottie fails it
may lead to major breakdown including flashovers and burn-down of networks. The

alternate is to replace these vacuum interrupters based on the life of the!z same, which is a

capital intensive and load affecting process. The failure of vacuum b|ottEes affects the
reliabifity of the system thereby affecting the-interests of the consumers, As a prudent
practice, the Petitioner therefore observes the frequency trend for 3-4 minutes and then

does the load shedding of the order of over drawl. This may result in minor over drawl,

The over-drawl or under drawl depends on the scheduled generation a'\'/aila-ble. Since, the

generation available changes constantly and further due to the loss of generation the
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schedules are affected resulting in over drawl by discoms. These schedules are revised by
the generator within 6 Blocks. An Intra-day event doesn't afford the opportunity to discoms

to arrange power for the shortfall. There could be over drawl in certain periods due to this,

The monitoring of over drawls are based on the actual draw! seen by the discom and the
schedule declared by the SLDC. The real time control of drawls depends on accuracy of
these two components, The implementation of SCADA has resulted in proper monitoring of
actual data; however the schedule data uploaded on real time basis is still a manual process
and has lots of errors. This resuits in wrong interpretation of the situation and over-drawl is
inadvertently allowed, Many a times, in spite of TPDDL adhering to the schedule has to pay
pena!-UI_ charges because the schedule itself has been corrected at a later stage.

It is further submitted that the responsibility of real time {hanagement of power (intra-day
lifting up or backing down of generation) was with SLDC. Discoms used to send the
forecasted demand for the day on a day ahead basis. As there was no Discom wise
scheau}ing, all decisions of generation lift-up or back-dbwn was taken by SLDC as a
- corrective action based on the net shortage/surplus of‘.the'state of Delhi as a whole and as
such '-requirements of individual Discoms were liable to'be neglected. In the blocks in
quesfipr'; the drawl of TPDDL was very clo_se to the forecé'sted demand, but the scheduled
powei‘.Was significantly lower due to either corrective action not taken by SLDC or neglect of

the individual Discom requirement.

Thus, over-drawl is caused by factors not within control of the Petitioner and in the interests
of theg 'consumers,_ cannot be avoided. Keeping the frequency to exactly strict levels will
reqqir.e shutting down of supply and in that case, it will be harsh on the Petitioner to
maintain the directive of the Hon'ble Commission for maximum shut down of 1% only. Itls
also pertinent that over-drawl by the Petitioner during the year was only a fraction of the
total demand. It is therefore submitted that the penal UI charges incurred by the Petitioner
are uncontrollable in nature and an unavoidable consequences of the power procurement

activities of the Petitioner hence no amount has been offered for the purpose of

disallowance,
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Transmission Charges:

The total transmission charges incurred in FY 13-14 are Rs. 437.50 Cr, which includes Rs,
281 Cr of inter-state transmission charges, Rs.138 Cr of DTL for intra state transmission

charges and 18.44 Cr of other charges related to transmission.
The breakup of transmission charges is given in the following table:

Table 3.15(i): Energy Availability from New Generating Stations Estimated in the order
vis-a-vis Actual for FY 13-14 '

S Ak
A Inter-state transmission charges (PGCIL) 280.90
B Intra-state transmission charges (DTL) _ 138,16
c NRLDC System Operating charges {payable to Delhi SLDC) T 1.44
D SLDC charges - 2,77
E Reactive energy charges ' . 0.07
F BBMB charges ' 0.43
G Aravali Jhajjar Transmission Charges N 1.67]
H CLP Jhaijar Transmission Charges o 12,06
Total . - ©. 43750

Late payment ‘surcharge if levied on disputed demands/bills raised by

generators, transmission companies

TPDDL has feceivégi certain bills, demands from certain generating, transmission companies
in form of-s_uppIe:mentary bilis, or additional demand in past years. The same has been
scrutinized by. the Petitioner and found to be prima facie not payable (see table). In such
cases the Petitioner has opted for the appropriate remedy to challenge the said demands,
bills before appropriate court, authorities. Since the petitioner is of the view that power
purchase cost comprises majority compohent of its ARR, proper scrutiny of all such demands

made by generators is warranted.

Thus the'petitioner in certain cases declined to pay such diéputed payments or made

payment under protest wi'thout'prejuciice to its rights and subject to outcome of cases filed.
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Table 3. 15(u) Party wise details are given below:
CH e E

36.24
57.42
0.01
604.99
GAIL 51.09
Sasan ' ' 0.39
Total 750.14

‘m“nmonm:--

Thos it is submitted that the Hon'ble commission may consider and allow the payment of
a'm[ interest/LPSC (in petitioner’s power purchase costs), if the petitioner is made to bear
'such additional costs to such utilities , in the event the judgment of such cases is tendered
:against the petitioner. The petitiooer has challenged the demands made by the utilities
Based on legal advice -and merely believes that the outcome of the same shall be in favour
'of Petitioner ultimately benef“ iting to the consumers. The Hon'ble commzssnon may
appreciate that in the event the petitioner succeeds in such cases involving dlsputed
" amounts against the utilities, ove_ral! benefit shall flow to the consumers in reduced power
purchase cost. Thus as a natural corollary in the event the cases are decided againét the
petitioner the interest/LPSC if Iev;ed or demanded be allowed as a pass through in ARR,
sub;ect to prudence check by the Hon'ble Commission.

These disputed amounts if payablé pursuant to court orders may attract interest for olélayed
period, which is not to be considered as attributed to the default by the Petitioner. The
Petitioner would be considered in default in the event it has faultered in payment on due
date of bills, howe\}e.r' in these cdses some Iiabilli'ty may arise not for default of paymént by

petitioner.
Thus, the Hon'ble commission may consider and allow the same.

i\!ormative Rebate on Power Purchase

In the MYT Regulation, 2011 in Para No 5.24, the Hon'ble Commission 'has s;pocify that
?Dfﬁtrfbut/'on Licensee shall be allowed to recover the net cost of power it procures from
sources approveo’ by the Commission, viz. Intra-state and Inter-state Trading Licensees,
Bilateral Purchases, Bulk Suppliers, State generators, Independent Power Producers, Central
generating stations, non-conventional energy generators, generation business of the

Distribution Licensee and others, assuming maximum normalive rebate available from each
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source for payment of bills through letter of credit on presentation of bills for supply to

consumers of Retail Supply Business.”

During the FY 2013-14 TPDDL has earned actual rebate of Rs 46.78 Cr (net of Rebate
allowed on Sale on Power) towards early payment of power purchase bills, but for the
purpose of computation of net power purchase cost for the year the maximum normative
available rebate is to be considered as per the regulation mentioned above therefore the

petitioner has offering an amount of Rs 96.21 Cr on account of normative rebate.

It is-further clarified that the amount of Rs 96.21 Cr is computed on accrual basis (E.Q.
norma_t'ive rebate is also offered on outstanding bills at the end of financial year).

Party wise amount of normative rebate.offered/ claimed is given below.

Table 3.16: Details of Rebate-able and. Non Rebate-able Amount {Rs Cr) -
Towards Power Purchase —(i) :
From CSGS & Generating stations * other than Delhi Gencos
A NTPC . ' 2% 2,257.88 19.69 45.16
B NHPC L 2% 152.28 8.46 3.05
C DvC <. 2% 2596.94 ‘ - 5.94
D SIVNL C . 2% 48.80 3.72 0.98
E APCPL . 2% 144.13 (6.76) 2.88
F NPCIL . 2,50% 62.60 0.02 1.56
G THDC . 2% 5791 6.14 1.16
I TPTCL. 2% 877.30 28,93 17.55
] GUVNL 2% 8.16 0.01 ‘ 0.16

0.01paisa/KWh .
—F . .. t for energy. from \ ,
K PTC | tola & O?}\{er‘s 6.74 18.21 0.04
-1 2% )

L Sasan -t 2% 5.79 0.03 0.12
M GMR— . 2% 8.16 } 0.01 0.00
From Delhi Gencos .
N IPGCL 2% 215.33 (4.56) 4,31
@] PPCL 2% . 396.72 4.81 7.83
Towards Transmission '
P —PGCIL — 2.00% 335.88 0.04 7.59
Q DTL 2.00% 134.46 8.21 2.79
Sub Total -(i) 101.12
Towards Power Sale —{ii) ’
A GMR . 2.00% . 0.51
B PTC 2.00% | 1.74
C KISPL 2.00% _ 0.05
D MPPL 2.00% 0.11
E TPTCL o 2.00% — 2.16
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‘Maximum Noymative | ‘Non Rebat, Amount offeredas:

S S Rebate (in%) o ablé'Amaiint |- normative rebate.
F 2.00% 0.26
G NVVNL 2.00% 0.06
H iIPL 2.00% 0.01
Sub Total —(ii) 4.91
Normative Rebate (i)-(ii) 96.21

Given below is the summary of Energy Balance for FY 2013-14:

Table 3.17: Power.Purchase Cost for FY 2013-14 based on Auditor certificate vis-a-vis
(A;_&px‘oved by the Hon’ble Commission vis-a-vis Actual Cost Incurred)

RCin Or
S e My (RO sl (R
Power Purchase GS* 8620.00 | .3140.15 3.64 8,823.88 | 3,549.11
Inter-State Bilateral
Purchase 603.83 227.65
Pawer Purchase - Delhi .
Gencos# 2481.0'0 _1213.71 4.89 1,808.87 | 1,120.10 6:-19_
Intra state purchase ’ g 3.53 0.89 2.54
Cost towards RPO 2.50 63.97 1,95 3.48 17.88
Gross Power Purchase 11,103.50 | '4417.83 4.09 | 11,242.05| 4,901.23 4.50.
Less: Surplus Power sold / | '
Banked / UI sales (2280.00)‘- .(912.00) 4,00 § (2,719.43) | (782.99) 2.8&?
Net Power Purchase 8823.50.] 3505.83 4,17 8,522,621 4,118.24 5:12
Transmission Charges I ’
PGCIL Losses (310.00) 1. (350.85)
DTL Losses - (103.00) | . . {131.53) .
PGCIL charges 32135 280.90
DTL charges 152.85 138.16
Other transmission charges 18.44
power required for 8410.50 | 3980.03 a73| 804023| 455574 567
NDPL's consumers A ) 73 A e '
{ ess- .
ess- Net Normative Rebate 87.08 85.83
on power purchase .
Less- Rebate on account of
| Transmission charges 248 10.38
Net Power Purchase
Cost including ‘
Transmission Charges 3883.47 ) 4459.53
after Rebate -

*  Includes Dadri stage I and If Plant
# Excludes Dadii state I and IT Plant :
Note 1:The above cost ncludes the arrears of approx. Rs.40 Cr

Note 2:The above table also includes the energy and cost for TPDDL Rithala Generation (approx,
Rs.93.52 Cr) and TPDDL Solar generation (approx. Rs.3.48 Cr)

Note 3: Copy of Auditor certificate attached for Power Purchase as Annexure A-3 in Volurne IF of the
Petition
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From the above explanations and tables, it is evident that the power purchase cost(without
deducting normative rebate) was Rs. 5.67 per unit for FY 13-14 against Rs. 4.73 per unit as
estimated by the Hon'ble Commission in the Tariff Order issued for FY 13-14 in July 2013.

The various reasons for a substantial increase in power purchase costs for the FY 2013-14

as borne out by the Petitioner are as follows:-

a) Increzi'se in the cost of power purchase from the existing plants of Delhi State
_Gencos. for FY 13-14 has increase by 17% as compared to FY 12-13 and approx. 16%

increase as c'ompared. td the cost estimated by the Hon'ble Commission.

b) Lower sales feaiization rate from sale of surpius power to outside the licensed area.

The actual raie rea'liz.ed against sale of surplus power was Rs.2.88/unit as against the

approved rate of Rs.4.00/unit resulting in the higher Nef Power Purchase 'Cos_t.

The above variations in the sale rate (actual vs. estimated) also signify the
requirement of cbrisidering the same as part of the PPAC mechanism for allowing

a simultaneous true up to DISCOMs, whic:ji currently e_xcludes_ the above

components,
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3.8.1 Final True up of Capitalization, Depreciation, Reiurn on Capital Employed

and Income Tax

In relation to Final true up of Capitalization up to 1 MYT Period , The Hon'ble Commission

in its last tariff order dated July 2014 vide para no 1.32 has mentioned that

" As the commission is in the process of undertaking a true up of the capitalization since FY
2006-07, which involves physical verification of assels with the procurement and accounting
reéords of the utilities. The Commission is of the view that capiialization review for any year
_cannot be taken up in isolation before comp/ei‘ioh of the exercise for previous year, as there
| are overlapping issue like /mp/emeﬁtét/on of scheme, MAP, IDC etc. Final true up of

" capitalization shall be done after completion of tfifs exercise.”

_ ‘It is respectfully submitted that all the necessary information has been prowded to the
- Commission in relation to aforesaid exercise by the Petitioner, hence it is requested to the
" Hon'ble Commission to do the final true up of capitalization and con5|der the value of
capitalization as sought in this petition for future years so that cost ref!ectlve tariff can be

computed i in the interest of the consumers and the Petitioner,

.It is further submitted that non true of caplta!ization of 1% MYT period not 6ni9 effects the
_'respective year ARR but also impactirig ARR f(ér _'all onwards year from that re'_spi.active year,
therefore, the said issue must have been taken care at the time of determina:ti_on of retail
tariff for FY 2015-16. ' o

. Considering the above submissions, the petitioner has now sought the true up of

capitalization as mentioned below:
©o-a) Up to the end of first MYT Control Period

In its tariff order dated 31% July 2013, the Hon'ble Commission has, trued up the

capitalization on provisional basis by stating that

3.139 The Commiésfon is also in the process of underiaking a true-up of the capitalization
during the firsk MYT period from FY 2007-08 to F¥ 2011-12 which also involves physical
—verification of assets with the procurement and accounting records of the ulilities. While the
final true-up on this basis will be possible only after the exercise of physical verification is
comp/ete;f, the Commission has observed the audited accounts of the utilities indicate a

significantly Jower level of capitalization than the anticipated capitalization considered in the
tariff orders passed-y the Commission for the first MYT for FY 2007-08 to FY 2011-12.
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3.140 Pending completion of the physical verification of assets and final true-up of
capitalization on that basis, the Comunission proposes to adopt the delails of year-wise
capitalization as per audited accounts for undertaking a provisional true-up in respect of the
distribution companies. This will resuft in reduction in the provision for depreciation and
return on capital employed on account of the lower level of the capitalization actually
undertaken by these utilities during the above MYT period as reflected in their audited
accounts. This would, however, be subject to the final figures of capitalization

based on the final outcome of the ongoing ph ysical.verification of assets.

It is submitted that the physical verification ‘exercise as conducted by the Hon'ble
Cornmission would have been over; therefore, the Hon'ble Commission is requested to true
up the capifalization as the delay caused in timely true up of the capitalization of assets will -
has a severe effect on the financial position of the company, thereby making it difficult fof_
the Petifi_oner to operate in a commercial viable manner, Further, the timley true up of
capitalization shall also be in the interest of the consumers to save them from the burden of.

carrying cost.

It is also submitted that The Hon'ble Commiss.ion in its MYT order da_teci
23.02,2008 had provisionally allowed the papitaiizat'ion for FY 2005-06 and f—‘Y_
2006-07 and had deferred the allowance of depréciation on capitalized assets-
aggregating to Rs. 242.96 Cr due to Non availability of electrical inspector (Ei)‘
certificates while carrying out the truing up for Poli;:y Direction Period i.e. FY 02
03 to FY 06-07. '

The Hon'ble Commission had held that it will allow the capitalization in the year in which the
-actual EI certificate .is received. Relevant extract from above mentioned order is giveh

below:

“3’; 33 The Commission has accordingly evaluated the prudent cost which can be allowed
for capitalization of assets in the respective years. The Commission accordingly firms up the
capitalization of assets up to FY06 and approves the same on a provisional basis for FY07,
However, the Commission shall consider capitalizationof such schemes currently
pending for capitalization up. to 31 March, 2007 (i.e, bef(;je commencement of
MYT Control Period) in the financial year in which the relevant Electrical
Inspector’s (EI) Certificate is issued. " The schemes proposed by the Pelitioner for
capitalization during the MYT Control Period as per the Business FPlan, shall be trued up at

the end of the Control Period as per the MYT Reguiations, 2007”
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The Hon'ble ATE in its judgment in Appeal No. 36 of 2008 had held that the capitalization
should be considered from the 16% day of applying for the Electrical Inspector Certificate,

“68.... day of the filing of the application provided all formalities connected with such filing
inchiding payment of fees are completed. The Commission therefore, will have to re-
examine this issue in the light of this observation. We feel that 15 days should be the
reasonable period in which suchrcertificate shm}:/c_# be graﬁted For the purpose of the ARR
we think it appropriate to allow capitalization of these assels with -effect from the 16th day
of the ﬁﬁhg'c')f the application provided -all formalities cﬁonﬁeded with such filing including
payment of fees are completed. The Commission theréforez, will have to re-examine this

isste m.: the light of this observation.”

The Honh'ble Commission has preferred an appeal in Supreme Court, Pehding the matter in
Supreme Court, capitalization has been considered in t}_ie year in which EI certificate has
been received by the Petitioner. Based on the above metho_dology the capitalization frorﬁ"- FY
05-06 to FY 11-12 works out as follows: ' ' '

) Capitalization for FY 2005-06 to FY 2006- 07 of Policy Direction Period:
Based on the methodology followed for capitalization by the Hon'ble Commission in policy

direction period the revised computation of capitalization is-given below:-

- Table 3.8.1.1: Year wise receipt of EI Certificates

Cabpitali

A 25.83
27728 |- 122.01 N 15.01.
c 500.06 249.03 | 21.23 20,84

Based on the revised capitalization as given in Table no 3.8.1.1 the revised value of Fixed

Assets is given as below;
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Table 3.8.1.2: Revised Fixed Assets Schedule

Rs Cr)

'-Part;culars - FYO06- arl
A Openmg Balance " “Table no 10 of Tarilf
1,686.23% | 183358 | ot dated August 2011
Addition during the year (EI y
B certificate not required + Recd) 147.35 163.75 | Table 3.8.1.1
C Closing Balance 1,833.58 1,997.33 | (A+B)

Due to the revision in Fixed Assets (i.e. asset base), depre@iation will get revised as it is

directly linked with the asset base. Computation of rei}ised deprédation is given below; -

Tab!e 3.8.1.3: Rev;sed Depreciation Schedule

: *Table no 12 of Tariff Order
A Cpening Balance 528.64% 641.45 dated August 2011
B Addition during the year @ . opening GFA as per Table
6.69% 112811 12286} 3751 5 %6.69%
C Closing Balance 641.45 764.11 | (A+B)

For the Policy direction period (FY 2002-03 to FY 2006-07), the’ commission had prescribed * '

~ the priority of utilization of depreciation in its tariff Orders; which were issued in Policy .

Direction Period. Based on the priority of utilization, the reviséd computation of utitization of " .

deprecation for each respective year is given below;

Tabler 3.8 :f.ﬁ;__ljtilization of Depreciation -

Utilized for Working Capital

A Depredation 112.81 122.66 | Table 3.8.1.3
B Utilized for Debt repayment 16.51 77.98

C Utilized for Capital Investment 96.29 44,68

D

Due to change in depreciation and utilization of-depreciation, revised means of finance are

computed and-given below:
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Table 3.8.1.5: Revi

nd_iture

(Rs Cr)

8- No...| articulars 5-06.1. FY 06 Remark.
A Total Capitat expenditure 431.00 .00 | 7able 15 of TO August, 2011
B Consumer Contribution 35.99 34.85
C Depreciation 96,29 ‘44.68
D Créditors 25.32 1 (25.32)
E Balance Capitalization 273.40 216.79 | (A-B-C-D)
F Debt 191.38 15175} 70% of E
G Equity 82.02 65.04 | 30% of E

Due to change in means of finance, the revised equity/ free reserves and revised return on

equity are given below;

Table 3.8.1.6: Revised Equity/Free Reserve
i 05
*Table no 44 of Tariff Order dated
A Opening Balanc_:ﬁ'a 462.56* .544.58 August 2'01 7
B Addition during the year 82.02 65.04 | Table 3.8.1.5 °
C Closing Balance 544.58 609.62 | (A+B)
D Average Equity 503.57 577.10 | (A+C)f2
E Return on Equity(%) 16% 16%
F Return on Equity 80.57 G2.34 | (D*E)

Due to change in means of finance, the revised loan schedule for each respective year is

given below;

Table 3.8.1.7: Revi

Computation of Loan

_ Table no 20 of Tariff Order
A Opening Baiancq_ B 789.26* 964.13 dated August 2011
Addition during the year 191.38 151,75 | Table 3.8.1.5
Repayment during the year 16.51 77.98
Closing Balance 964.13 1,037.90 | (A+B-C) B




EEayTat L

o, True up for Earlier Period

Based on the revised capitalizations as sought in this petition for policy direction period, the

Petitioner has now computed below mentioned additional impact on ARR for policy direction

period.
Table 3.8.1.8; Computation of Additional Revenue Gapl(éurplus) up to FY 07 (Rs Cy)
feil 15-06

"0.64

‘ beprecnahon 112.81 1

Return on Equity 80.57 80.57 ‘ - {0.02)
Interest 384 28.44 - (0.02) |
Total 221.82 221.82 - 0.60

Considering the above i-|‘11pact, the Revenue Gap of Rs, 156.34 (f_r at the end of FY 2006-07
as approved by the Hon’ble Commission in its Tariff Order dated 31.07.2013, which will be
further reduced by Rs 0.60 Cr. :

Table 3.8.1.9: Additional Revenue gap

No. iculars
Additional Revenue surplus available* 0.60 | Table 3.8.1.8
B Revenuie Gap approved by the (156.34) | (Table No 115 oﬁ Tariff Order dated
Hon'ble Commission July, 2013)
C Revised Closing Revenue Gap (155.74) | (A+B) | l

It Is however clarified that above computation of Rs 0.60 Cr as additional revenue avallable is

subject to the judgment of the appeals pending with the Hon'ble Supreme Court,
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ii)  Capitalization for FY 2007-08 to FY 2011-12 of 1** MYT Period:

In line with the approach adopted in policy direction period, the Hon'ble Commission has
considered the c:apitélization for 1% MYT period based on receipt of EI certificate. As the
matter has already been challenged before the Supreme Court, therefore till the outcome of
the decision of the Supreme Court the Petitioner has considered the capitalization in line
with the methodology adopted by the Honble Commission and sought true up of
capitalization and corresponding’ Deprecation, ROCE ‘& Income Tax. The detaited

computation of each parameter is gnven below:-

The actual capitalization as per the audited accounts from FY 08 to FY 12 is as follows:

Table 3.8.1.1.0: Cap:tahzatxon as per Audited Accounts - _ (Rs Cr)
5 .
A Actual Capitalization : 264.45 337.16 375.80 579.27 488.58
B |Less- Capitalization related ) 189,25 142,42
to Generation -
* |C =(A-B)Distribution Capitalization 264.45 337.16 375.80 390.02 346,17
D [Intra unit transfer : R {0.52)
_|[E=(C+D)Capitalizakion considered for 264.45 337.16 375.80, 390.02 345.65
distribution business of the : :
each respective year

It is clarified that capitalization in books of accounts is done based on commercial operation

_of the proje(:t/scheme. ‘

It is further clarified that the opening CWIP of Rs 292.67 Cr which was outstanding as on
31.03.07, is assumed to be capitalized in FY 07-08 and FY 08-09 in books of accounts.

Table 3.8.1.11: Adjustment of opening CWIP _(Rs

FY 07-08 264.45 13,43 251,02 251.02
FY 08-09 337.15 19.55 . 317.60 4165
Total - 1 29267

As mentioned earlier, the Hon'ble Commission is considering the capitalization based on the -
receipt of Electrical Inspector Certificate; hence year wise status of EI certificate in relation

to capitalization works out as follows: -
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f EI Certificate {Rs Cr)
Out of opening Capex incurred till FY 2006-07 ‘
Fy-05-06 322.68 126,12} 21.23| 25.83 5.26 70.31| 27.23 3820, 0.14 8.35
FY-06-07 277;28 122,91 15.04 20.60 73.18 | 14.85 10.50 3.94 16.29
Fy-07-08 251.02 108.13 T 15.62 56.75 | 40.91 15.30 1.42 12.89
Fy 08-09 41.65 41.65 .
Total (A) | 892.63 | 398.81 | 21.23| 40.84 | 41.48| 200.24 | 82,99 | 64.00 5.50 | 37.53
Out of Capex incurred from FY 2007-08 onwa_rds |
FY 07-08 © 1343 13.43 )
Fy-08-09 295,51 151.61 44.20 | 14.85 69.49 0.28 15.07
FY-09-10 375,80 189.06 31691 102.22 40.09 12.74
FY-10-11 390.02 147,97 182,23 53.86- 5.96
Fy-11-12 345.65 138.10 162.67 | 44.88
Total (B) | 1,420.41 | 640.17 44.20 | 46.55 | 353.94 | 256.90 | 78.65

Based on the above table, summarized value of year wise capitalization sought based on receipt of EI

certificate is given below:

Table 3.8.1,13: éapitalization Summary

ula

Capitalization out of opening CWIP/capitalization (prior to 01.04,2007)

EI certificate Received in the year (Total (A) of Table 3.8.1.12) 41,43 ; 200.24 82.99 64.00 5.50
EI certificate not required (column no 3 of Table 3.8.1.12) 108.13 41.65

Sub — Total (A) T 149.61 | 241.80| 8299 64.00 5.50
Capitalization out of CWIP incurred after 01.04.2007

EI certificate Received in the year (Total (B) of Table 3.8.1.12) 0.00 4420 |© 46.55 353.94 256,90
(Egofjrr;fza;%lﬂt;jg!‘gf%ffrltge yearf direct capitalization. 13.43 | 15161 © 189.06 | 147.96| 138.10
Sub — Total (B) " 13.43| 195.81| 235.61 | 501.90 | 395.00
Total tA+ B) 163.04 | 437,70} 318.60 | 565.90 400,50
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Considering the above capitalization, revised Gross fixed assets from FY 2007-08 onwards

works out as follows:

_Ta_bi_e 3.8_f_1.14: ) Grpss_ Fi_xer;i Assets_

s REEEE TR

A | OpeningBalance | 1,097.33% | 2,160.37 | 2,59.07 | 2,916.67 | 3,482.57

B |Additonduringthe |  163.04 | 43770 | 318.60| 565.90 | 400,50
yeart*

C Deletion during the
year*** ) ' |

D | Closing Balance 2,160.37 | 2,598.07 | 2,916.67 | 3,482.57 | 3,883.07 | (A+B+C)
Average Gross 2,078.85 | 2,379.22 | 2,757.37 | .3,199.62 | 3,682.82 | (A+D)/2
Fixed Assets ‘

* Table 3.8.1.2
** Table 3.8.1.13 . , )
*** pending the final true of the capitalization of assets, no retirement has been considered

Financing of Capitalization

Till FY 2006-07, the Honble commission was allowing the financing of the capital
expenditure incurred during the year whereas from FY 2007-08 onwards it is allowing the

financing of the capitalization.

As the Hon'ble Commission has already allowed the financing of capex incurred till March
2007; hence FY 07-08 onwards; financing of that capitalization has been sought which is
out of capex incurred .after 01.04.07. Based on the same; financing required towards

capitalization for FY 07-08 onwards works out as follows:

italization

A Total capitalization 13.43 195.81 | . 235.61 501,90 | 395.00 | sub-total
out of fresh (B) of
investment from FY Table
2007-08 onwards 3.8.1.13-

‘B Consumer - 12.14 18.74 118.68 55.06 | Table
Contribution 3.8.1.16

C Balance 13.43 183.67 216.86 383.24 | 339.94 | (A-B)
Capitalization

D Loan . . 9.40 128.57 151.81 268.25 | 237.96 | 70% of C

E . Equity - 4.03 55.10 65.06 114,97 101.98 | 30% of C
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Consumer Contribuion

MYT Regulation stipulated that for the purpose of computation of Regulated Rate Base,
consumer contribution corresponding to the amount of assets capitalized has to be
deducted.

As the capitalization has been considered based on EI certificate received, therefore the
corresponding consumer contribution based on EI certificate received has been computed.
Further capitalization of consumer contribution has been broken into two parts for the
purpose of computation of financing, as the Hon'ble Commission has already used consumer
contribution as a means of finance on receipt basis in policy direction period towards

financing of capital expenditure incurred till FY 2006-07.
'Breakup of the same for the purpose of financing of capitafizétion is given below:
1. Received prior to 01.04.067

2. Received after 01.04.2007

Table 3.8.1.16: Consumer Contribution Capitalized (Based on EI Certificate) {Rs Cr)

A Capitalized out of 19.96 '9.67 28.22 27.97 6.02
Opening till ]
31,03.07 .

B Capitalized out of - 12.14 18.74| 118,68 55.06
consumer )
contribution
received after
01.04.07

C Total 19.96 21.81 46,96 | 146.65 61.08 | (A+B)
Capitalization

~ The summary of Consumer contribution/Grant as per books of accounts is given below;

Table 3.8.1.17: Consumer Contribution/ Grant _ _ (Rs Cr)
Sl No, EY.0 08: i Y
y Opening Balance 146.96% | 197.50 | 183.93| 108.71| 201.17| -
B Addition 91.36 41.01 53.10 14745 167.48
Cc Capitalized 40.82 54,58 128.32 54.99 3343 |
D Closing Balance 197.50 183.93 | 108.71 201.17 | 33522 | (A+B-C)
Cumu_t?]ti\p:e Balance .
E ggrfsipg:fgi'zed | 13350| 188.08| 31640 37139 404.82 -
contribution/grants

* Remaining un-capitafized consumer contribution till FY 2006-07
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Based on the year on year consumer contribution capitalized on the basis of El certificate
receipt, cumulative balance of consumer contribution for the purpose of computing

Regulated Rate Base works out as follows:

{(RsCr)

Tai_;_lg__S 8118 Y-0-YC

Opemng Balance

Addition during the 19.96 21.81 46.96 146.65 61.08 | Table

year (including grant) o 3.8.1.16
C Closing Balance 112,64 134.45 181.41 328.06 389.14 | (A+B)
D Average Balance 102,66 | 123.55 157.93 | 254.74 358,60 | (A+C)f2

* Fgures as per Table 34 of Tariff Order dated August, 2011

Depreciation (net of consumer contribution)

The MYT Regulations, 2007 specify that
513 Provided that depre&iation shall not be allowed onr assets funded by any capital
subsidy / grant.” ’

Therefore, The Hon'ble Commission is allowing the depreciation on net fixed assets i.e.
Gross Addition -~ Consumer Contribution/capital subsidy/grant, For the purpose of
computation of depreciation to be claimed as a part of Annual Revenue Requirement, first
depreciation is computed é)n Gross Block of Assets and average depreciation rate is worked
out, which is further applied on average Fixed assets (i.e. net of consumer

contribution/grants}.

Table 3.8.1.19: Depreciation on Gross Fixed Assets _— ... (Rs Qr)

A .Average of Gross ”2‘,078.85 2,379.22 2,757.37 | 3,199.62 | 3,682.83 | Table
Fixed Assets ‘ 3.8.1.14
Depreciation 76.79 89.19 104.71 122.36 142.00 | Form F2a

C Average 3.69% 3.75% 3.80% | 3.82% 3.86% | B/A*100
Depreciation Rate

Considering the above depreciation rate the revised computation of Depreciation on Average

Assets (net of consumer contribution/grants) is given below:




TR,

< et True up ror Earlier Period

Table 3.8.1.20: Depreciation on Average Assets (net of consumer contribution/grants)(Rs
Cr)

18k No. o} Particulars ; ~{ FY07:08_ | FYO08:00 | FY09-10 |- FY10-11 |* FY.12-12 | Remark
A Average GFA 2,078.85 1 2,379.22 2,757.37 | 3,199.62 | 3,682.82 | Table
‘ ‘ . 3.8.1.14
B Average Consumer . Table
Contribution 102.66 123.55 157.93 254.74 358.60 3.8.1.18
C Average GFA (net 1,976.19 | 2,255.68 2,595.44 1 2,944.89 | 3,324.22 { (A-B)
of average
consumer
contribution) _
D Average 3.69% 3.75% 3.80% 3.82% .3.86% | Table
Depreciation Rate : ) 3.8.1.19
E - Depreciation (Net 73.00 84.56 98.71 112.62 .128.17 | C*D
of Consumer :
Contribution)*

*rounding off difference

Advance Against Depreciation (AAD)

The-Hon’ble Commission in its Tariff Order specify that AAD is dependent on the loans and
depreciation and since both these parameters are subject to True-Up at the end of the
respective year of the Control Period, hence the AAD has to be trued up at.the end of the

respective year of the Control Period.

Based on the above, revised computation of.AAD is given below:

Table 3.8.1.21
A 1/10th of Loan(s) 114.31 127.16 142.35 169.17 192.97
B Repayment of the 106.06 107.00 119.85 135.03 158.44 | Form
Loan(s) F3b
C Minimum of A and 106.06 107.00 119.85 135.03 158.44
8 )
D Less: Depreciation 73.00 84.56 98.71 112.62 128,17 | Table
routed during the ‘ 3.8.1.20
i year for repayment ' _
of loans . :
E Excess of Min (A,B) 33.06 22.44 21.14 22.41 130.27
over Depreciation _ '
IF Cumulative 201.84 308.84 428.69 563.73 72217
Repayment of the
Loan(s) - C X -
G Cumulative 837.11 921.67 | 1,020.38 1 1,133.00 | 1,261.17 | Table
Depreciation (D) . ' 3.8.1.22
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"SI No.: 1:

o adud

-:FY 08 09

| o

2] Remark. .

Depreciation

Considered for
Capex & WC in
Previous years

378.32

37832 |

378 32

Cumulative
Pepreciation
considered for AAD

(D)

458.78

543.35

642.06

754.68

882.85

G-H

Excess of
repayment {C} over
Depreciation (D) (1)

(256.96)

{234.53)

(213.39)

(190.98)

(160.71)

Advance Against
Depreciation
(Minimum of C &
D)

*supject to the outcome of appeal pending with the Horrble Supreme Court

The accumulated depreciation based on revised depreciation values for the Control Period is

shown below.

Tab!e 3.8.1.22: Y-o-Y Cumu!attve Deprecnatlon on leed assets

Opening Balance | 764.11% 921.67 | 1,020.38 | 1,133.00 | *Table
: 3.8.1.3
B Addition during 73.00 84.56 98.71 112.62 128.17 | Table
. the year . 3.8.1.20
o AAD - - - - - | Table
3.8.1.21
b, Closing Balance 837.11 921.67 | 1,020.38 { 1,133.00 | 1,261.17 | (A+B+C)
Table 3.8.1.23: Utlhzatton of deprematlon (wnthout AAD) (Bs__(:r)

repayment

Depreciation for 128.17 | Table
the year 3.8.1.20
B Utilized for Debt 73.00 84.56 98.71 112,62 12817

The Hon'ble Commission has provisionally approved capitalization hence the corresponding

depreciation is also provisionally, therefore, the Petitioner is now seeking the difference

 between the provisionally approved depreciation vis-3-vis revised deprecation based on

revised GFA,
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Table 3.8.1.24: Depreciation Sought vis-a-visallowed _ (Rs Cr)

A Provisionafly . 80.99 90.02 1 101.21 113,99 | Table 39 TO July,
Depreciation _ 2013
Allowed . : )
B Revised 73.00 84.56 98.71 112.62 128.17 | Table 3.8.1.22
Depreciation _
C Difference (0.26)] (3.57)| (8.69)| (11.41)| (14.18) | (A-B)

(Sought)/
offered

Debt/Loans for Capitalization/working capital during 1* Control Period -

In the Tariff Order dated July 2013, the Hon’ble Cominission has cdnsidered cost of debt on
" provisionally basis for FY 2011-12 and for FY 2007:08 to FY 2010-11 the Commission has
considered the cost of debt as specified in MYT Orderdated 23.02.2008. Relevant extract is

given below;

- "3 166 The Commissfon has analyzed the SBI Prime, ténmhg‘ﬁ.’ates for the Control pér/bd FY

- 2007 08 to FY 201 1-12, there is no variation in the SBI PLR greater than +/- 1% dur/ng FY

. 2007 08 to FY 2010-11 from the SBI PLR as on the date of issue of MYT Tariff Order dated
_ 23rd February 2008 except short period from 12.08._2‘008 to 10.11.2008. Therefore, b‘r_e
B interest rate for calculation of WACC has not been revised for the FY 2007-08 to FY 2010-
g7 | - '

3.167 For FY 2011-12, the actual weighted average rate of interest submitted by the
Petitioner has been taken into consideration on a provisional basis subject to apprq‘val of

loans”

It is pertinent to mention that the Hon’ble ATE in its Judgment dated 28" November, 2014
BSES vs. DERC has directed to the Hon'ble Commission for truing up of interest on loans in

next tariff order as the SBI PLR has deviated by more than 1% during the control period.
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Relevant extract of the Judgment is reproduced below:

"On perusal of the data submitted by the Appellant related to SBI PLR, it Is clear that SBI
‘PLR has deviated by more than 1% during the control period and accordingly the
Commission was required o revise the rate of interest on loan and carty out the required
frue up. Further, despite admitting that true of Return on Capital Employed (RoCE) would
done at the end of control period, the Delhi Commission has faited on both the counts. The
Delhi Commission is directed to revise the rate of interest on loan as well true up of the

RoCE in its next tariff exercise. ™

Based on the above Judgment, t;he petitioner is now seeking the true up of cost of debt

from FY 2007-08 onwards.

The actual movement in the averége SBI PLR during-the control period is given below:

Table 3.8.1.25: Average SBI PLR durmg Control Per:od

14.40%

1269% | 12.79% | 11.87%

Weighted average SBI PLR* 12.26%

*computation attached as Annexure A-4-Int Volume II of the Petition

Based on the above table 3.8.1.25, the below given rate of interest is soaght. for the true up

cost of debt for capex loans/working capital loans.

Tab!e 3.8.1. 26 Rates conswlereq for New Capex Loans/Working Capital Loan
Y0708 | 9.50% 12.69% | 1L08% 161% |  1L11%
FY 08-09 9.50% 12.79% 11.68% 1.71% . 11.21%
FY 09-10 9.50% 11.87% 11.08% 0.79% 19,5007
Fy 10-11 9.50% 12.26% 11.08% 1.18% 10.68%
FY 11-12 9.50% | 14.40% 11.08% 3.32% 12.82%

* Table 3.8.1.25 — Base Year value as of FY 06-07
¥ Tabfe 3.8 1.25 — During the year value as of FY 07-08 fo FY 11-12

*EE as the moment for the FY 09-10 is less than +1%, hence 9.50% interest rate has been
considered -
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Table 3.8.1,27: Average debf outstanding during Contro

riod

(RsCt) _

A | Capex . .
(i) | Opening Balance 1,037.90% 941.25 962.83 994,79 { 1,128.01 | Table
4 - A 38.1.7 .
(i) | Additions 9.40 128.57 151.81 268.25 237.96 | Table
- ) 3.8.1.15
(iit) | Repayment 106.05 106.997] 119.85 135.03 158.44 | Form F3b
(iv) | Closing Balance 941.25 962.83 994,79 | 1,128.01-f 1,207.53 | (i-+il-ili)
{v) | Average Debt 989.58 952.04 978.81 | 1,061.40 | 1,167.77 | (i+iv)/2
B | Working Capital
(i { Opening Balance - 144.98 138.13 211.65 235.87
(i) 1 Change in WC-for . Table .
the year 144.98 (6.85) 73.53 24.22 56.34 38.1.33
(ili) | Closing Balance 144.98 138.13 211.65 235.87 292.21 | (i)
(iv) | Average Debt -.72.49 14155 | 174.89| 223.76 264.04 | (i+iii)/2
Average Debt . 1,062,07 | 1,093.59 1,153.70 1,285.16 | 1,431.81 {AMv)+B(iv)}y

Truing lip of provisionally approved R&M Expenses

The Hon'ble Commissmn in its Tariff Order for Y 2013-14 has cons:dered the R&M

Expenses Imked to "K” factor wh[ch has been appf!ed to gross fixed assets of the year for

determination’ of R&M expenses up to FY 2011-12. As GFA’has been provisionally approved

hence the Hon’ble Commission has recomputéd the R&M expenses based on provisionally

revised GFA.

Relevant'extracts of the same is given below;

"3.129 The C‘ommfssmn has provisionally allowed the Capitalization based on the Petitioner

submission and the audited accounts of the Petitioner. Accordingly, the GFA has been
revised for the MYT Control period FY 2007-08 to FY 2011-12. R&M expenses are based on
W’ factor as defined in the MYT regulation, 2007 where K is a constant governing the
refationship between R&M costs and GFA. Due to re visioﬁ in the GFA under the MYT Controf
Perfod FY 2007-08 to FY 2011-12, the R&M expenses have also been revised provisionally

subject to final true up of capitalization.”

As the R&M expenses are directly finked with the value of GFA therefare the Petitioner has

recomputed the R&M expenses based on the revised capitalization.
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Table 3.8.1.28: "Ff?reixtigi Amount of R&'M Exp ns'e:s_squﬂc;_ht i (Rs Cr)
Gross Fixed | Tabte
A Assels (1) 1,997.33 | 2,160.37-} 2,598.07 2,916.67 3,482.57 38,114
8 ' | Kfactor 282% | 2.82% | 282% | 2.82% | 282% | 000
. 3.8.1.29
- R&M expenses —
C based on revised 56.33 60.92 | 7327 82.25 98.21 | A*B
capitalization
: Refer July,
p | R&Mexpenses 57.62| 6190 | 7117 77.31| 92,82 | 2013 Tariff
as approved i
order
. Additional R&M _ .
E expenses now 1.30 0.98 (2.10) (4.94) (5.39) | b-C
(Sought)foffered
Efficiency «
F factory applied 0 2% 3% 4% 0%* bsee note 1
wpir elow
on™C
Net R&M : o
G expenses Now 1301 0.96 (2.03) (4.74) (5.39) | E - (E*F)
(Sought)/offered )

“~ considered the same k ﬂactor as app/fcab/e for the period FY 07-08 to FY 11- 12

Table 3.8.1.29: Computatlon of K factor — it MYT Order dated February, 2008 (table 86 at
: page no 142)

. : . FY 0607
wOpening GFA (Rs Cr) 171000 | 1,207.62| 143843 | 1,679.43 1,.836'.“43 '
| R&M Expenses (Rs Cr) T 21.93 32.16 53.68 51.64 51.99
K factor (%) i81% |  2.66% | 3.73% | 3.07% | -2.83%
Average k factor ‘ B ‘_ 2.82% =

4.151 The above analysis substentiates the justification for using a range of values for determfnatfon
of 'K; due to the large ﬂuctuatfons in individual *K* values in the fast five years (1.81% to 3.73%).
The Comumifssion has, therefore determmed the value of 'K’ for the Control Period as 2.829%,

Which is the average K’ for last'5 years.
Note 1: Efficiency factor considered' for FY 2011-12

Further it is submitted that the Hon'ble Commission in its Judgment dated 28" November
2013 read with its earlier judgment dated 28" November, 2014 has decided the matter in
favour of Discoms in relation to arbitrate fixation of efficiency factor by the Hon'ble

Commission.
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Relevant extract of the APTEL judgment’s in Appeal 28 of 2008 on the Strengtj;l of which the

Hon'ble ATE decided the matter in favour of Discoms is reproduce below.

“However, the efficiency factor has to be de}ermined by the Commission based on licensee’s
filing, benchmarking, approved cost by the Commission in the past and an v other facior that
Cormmission feels appropriate. In the impugned order the Commission has determined the
efficiency improvement factor as 2%, 3% and 4% for FY 2009, FY 2010 and FY-2011
respeclively arbitrarily without any benchmarking or any analysis and identification of area
of inefficiency where the improvement is desired to be carried out. Such efficiency factor
has naturally to be determined only on the basis of material placed before the
State Commis.szion and analysis of various factors and not on ad—ha}: basis as done

by the State Commission.”

It is worth to mention that the Petitioner has always shown its efficiency by achieving AT&C
loss better than.the target as specified over its entire journey and passing the AT&C benefit
to the consumers, therefore based on the princii:)le laid down by the Honble ATE, no
efficiency factor. h'egs been applied for FY 2011-12. by.'the Petiticher.
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Working capital .

The concept of normative working capital is applicable to the extent that while truing of
ROCE, working capital will be allowed as part of RRB based on the working capital

requirement computed in accordance with regulation 5.37.

The Hon'ble Commission has in its Tariff Order dated July 2013 has approved the working
capital as mentioned below (Table no 43 of page 163 of the said Tariff Order); however the
petitioner has challenged the methodology followed by the Hon'ble Commission in-its Appeal
. No 271 of 2013 before the Hon'ble ATE for computation of working capital.

. Table 3.8.1.3G: 'Summar{,' of warking capital requirements as approved {Rs C1r)
5 FY.07 09-10° 1EEYL
A O8&M Expenses 219.84 237.75 327.97 282.21 | 312.79
B 2/8;"; ExpensesforiMonth— | yg35 |  jog1| 2733| 2352 2607
c Annual Revenue Requirement 2,170.07 | 244742 | 2,706.81 | 2,959.19 | 3,495.63
D Receivables equivalent to- 2
month ~ C/12%2 _ 361.68 | 407.90| 451.14| 493.20| 582.61
E Power Purchase expenses 1,846.15 [ 2,208.28 | 2,856.74 | 3,427.65{ 4,489.24
£ Power Purchase expenses for .
1 Month — E/12 ‘ 153.85 184.02 238.06 285647 374.10
G Working Capital approved .
(B+D-F) ) 226.15 243.69 240.40 231.08 234.57

Further in compliance of the directive given by the Hon'ble ATE in its order in Appeal no
52/2008 of NDPL vs. DERC, the funding of working capital as mentioned in Table 3.8.1.30
has been considered in debt equity ratio 70:30 in its tariff order dated July, 2013. .

. Relevant extract of the same is reﬁroducéd befow:

"(vi) The next issue is with reference to the equity component for margin on work(r}g capital
requirement. The State Commission has considered the entire Working Capitaf requirernent
by way of loan contrary to the norm_sj of debt and equity ratio of 70:30. The State
Commission relies on Regulation 5,10 but this Regulation would not support the contention
of the State Commission. The MYT Regulations stipufate that Weighted Average cost of
capital, as computed in the Regulation 5.10, needs to be applied on Regulated Rate Base
which includes the working capital. This apart, Regulation 5.8 and Regulation 5.9 provide for

the formula for calcutating the Regulated Rate Base for & particular year and for computing
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the return on capital en}pfoyed by multiplying the Welghted Average Cost of capital with

Regulated Rate Base.

Under those circumstances, the Delhi Commission is directed to re-compute the Weighted

Average Cost of capital for each year of the Control Period, along with the carrying cost. “

Given below is the funding of working capital in 70: 30 Debt equity ratio.

Table 3:.8.1.31: Summary of change in working cépital_ requirements as approved (Rs Cr)

A gggfgg gafgg‘)appm"e" 22615 | 243.69 | _ 24040 | 231.08 | 23457
Less Funding through
B | Depreciation.in Policy Direction 53,15
Period :
C | Grangein. Wordng Capital for | 7300 | 17.54| (329)] (933)] 349
D | pebt 70% of C 12110 | 12281 (300 (653)] 244
C | Equity 30% of 51.90 526] (099)] (2.80) 1.05

The Petitionef in this petition has sought the final true up of capitalization for the first

control period and carrespondence true up of O&M expenses mainly on account of revised

R&M expenses; therefore the Petitioner has recomputed the entire working capital.

Tablg 3.8.17_.3_2_: Rg.vised Working Ca

pital now sought

(Rs Cr)

for the year

|:Sl. No articulars EY0 “08-09
A ’ e Table
Revised O&M expenses 227.53 236.97 339.78 289.71 328.99 3.8.1.32(i)
B One month O&M expenses 18.96 19.75 28.31 24.14 27.42 | Aj12
C Revised Annual Revenue o Table
Reguirement 2,370.89 | 2,287.32 | 3,273.77 | 3,743.70 | 4,554.70 | 3.8.1.32(ii)
D Receivables equivalent to . C/12+2 '
2 motiths ARR 39515 38122 |  545.63 623.95 |  759.12
. - *
E Pawer Purchase expenses | 1,846.15 | 1,805.92 | 2,621.18 | *3,09579 | 3,791.23 zgggfé_s'
F. |PowerPurchaseexpenses |  jo305| 15049 | 21843| 25798 | 31594 | /12
for 1 Month . A
1g Revised Working capital (B+D-E)
sought - 260,26 250.47 355,51 390.11 470.60 .
Less- Funded through
H Depreciation in Policy 53.15
Direction Period '
I Change in working capital
207.11 {9.79) 105.04 34.60 80.49

MYT Regulations provided that one month O&M expenses should be considered asAone of

component for computing working capital requirement, therefore revised working of O&M
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expenses including impact given in various tariff orders/ now sought in this pelition has

been considered to re-compute the amount of O&M expenses. Working of the same is given

below:

se of Working Capital

Table 3.8.1.32(i): Revised O&M expenses for the pun

oamM -
Expenses

228.83

237,76

— 327.97

282.21

312.79

Approved

R&M
additionally
saught/
(Offered}

(1.30)

(0.96)

2.03

4,74

5.39

Table 3.8.1.28

O&M Expenses as per Table 3.42 of Tariff Order Jul,14

Efficiency
factor on 6
Pay
commission
arrears

0.36

1.11

Table 3.22 of
TO July, 14

Monthly
Pension/LTA
expenses of
VSS ‘
employeesf6th
pay . .
commission
arrears for
VSS
employeas

(0.19) |

6.68

2.04

0.84

Taﬁ!e 3.24 of
TG July, 14

Impact of 6th
Pay
Commission in
respect of
Employees
Absconding/Su
spended in the
Finandal Year
2006-07

0.13

Para 3.108
TO July, 14

6th Pay
Commission
arrears for
employees
who have
opted for the
same after
01.01,2006

1.99

0.71

0.73

Table 3.26
TG July, 14

Increase due
to efficiency
factor

S.11

Table 3.8.2.4

Total O&M
expenses

227.53

236.97

339.78

289,71

328.99

{A+B+C+D+E
+F+G+H)
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MYT Regulations provided that two months receivables for Annual revenue requirement
sh(n:id be considered as one of component for computing working capital requirement,
therefore revised ARR_ including impact given in various tariff orders/now sought in this
petition have been considered to recomputed the amount of revised ARR. Working of the

same is given below:

Table 3.8.1.32(ji): Revised ARR for the purpose of Working Capital

articula
Total ARR 2,353.78 1 2,295.15| 3,259.42| 3,679.09| 4480.27
Add:
Iinpact i Table 64 of
g | Impact given : TO Jul
in July, 2013 {3.36) {91.61) {47.46) {46.31) 2013 A
Adjustment of ’ Adjustment
C | power ’ 62.63 | (62.63) taken into
purchase ) consideration
p | Impact given ' Table 3.42
in July, 2014 (29.19) (14.04) 57.80 2.71 {60.93)
Impact
g | additional . -+ | Table
sought in this " 49.66 35.19 66.64 108.20 135.36 | 3.8.2.5
petition -
F Total ARR .
revised 2,370.89 | 2,287.32 | 3,273.77 | 3,743.70 | 4,554.70

Note: Negative Figures reduced ARR, positive figures increased ARR

Further, in compliance with the directions of the Hon'ble ATE in appeal no 52/2008 NDPL vs.
DERC, funding of the working capital has to be allowed in 70: 30 Debt Equity ratio, hence

funding of the revised working capital as sought in this petition is worked out accordingly.

Table 3.8.1.33: Funding of working capital a

FY.07-08 FY.08-
A change in Working - Table
capital for the year 20711 | (9.79)| 10504 | 34.60 80.49 | 354 32
Debt 14498 | (6.85)| 73.53| 24.22 56.34 | 70%o0f A
C | Equity | 6213 | (2.94)} 3151 10.38 24.15 | 30%of A
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Traing up of RoCE

As specified in the MYT Regulations, 2007 RoCE can be determined only after determination
of the Regulated Rate Base (RRB) for any particular year, and the Weighted Average Cost of
Capital {(WACC) for the year,

The summary of addition in Equity and Free reserve based on revised capitalization is given

below:

Tabfe 3.8 1 34' Eqm

A Opening *Table
Balance 609.62% { 67578 727.95 824,52 949,86 | 3.8.1.6

B Addition due Table
to 3.8.1.15

c Addition due Table
to change in . 3.8.1.33
working 62.13 (2.94) 31,51 10,38 24.15
capital .

D Closing " A+BHC
Balance 675.78 727.95 824,52 949.86 | 1,075.99 )

E Average : (A+D)f2
Equity 642.70 701.87 776.23 887.19 [ 1,012.93 '

The summary of addition in Loan/Debt based on revised capitéfization is given below:.

Table 3.8.1.35: Loans (net of repayment} (Rs Cr)

A 'Opening - . — *Table

Balance 1,037.90% | 1,08623 | 1,100.95 | 1,206.44 | 1,363.88 {3517
B 1 Addition due Table
o 9.40 128.57 151.81 268.25 237.96 | 3-6.1.15
S Capitalization '
C " | Addition due Tahle
- - | tochange in 144.98 (6.85) 73.53 24.22 56.34 | 3.8.1.33
working capital
b ‘ Repayment
during the 106.05 106.99 119.85 135.03 158.44
year
E Closing : (A+B+C-
Balance 1,086.23 | 1,10095| 1,206.44 | 1,363.83| 1,499.74 | p)
F Average Loan 1,062.07 | 1,09359| 1,153.70 | 1,285.16| 1,431.81 | (E+A)2

Page 106




AR FARERGOL . True up for Farlier Period

Determination of Regulated Rate Base (RRB)

Based on the revised GFA, Means of Finance, Consumer Contribution, Depreciation and

change in working capital, the Petitioner has recomputed Regulated Rate Base (RRB).

Computation of the same is given below:

Table 3.8.1.36: Computation of Regulated Rate Bas

{(Rs Cr)

pening ' ‘ *Table
Balance of OCFA | 1,997.33% | 2,160.37 | 2,508.07 | 2,916.67 | 348257 |33812
B | Opening *as
Balance of 53,15% 260.26 250.47 355.51 390,11
Waorking Capital | approved
C | Opening
Batance of ' *Table
Accumutated 764.11% | 837.11 92167 | 1,020.38 | 1,133.00 | oo, o
Depreciation ‘ '
D | Opening
balance of
Accumulated *as
Consumer 92.68% |  112.64 134.45 181.41 328.06 | approved
Contribution :
-capitalized .
E - (A+B-C-
RRB Opening 1,193.691 1,470.89| 1,792.43| 2,070.40 241162 { py
Investment during the year
F | capitalized : Table
during the year 163.04 437.70 318,60 565.90 400.50 | 554 13
G | Depreciation for Table
the year 73.00 84.56 98.71 112.62 12847 | 38120
H |.Consumer
Contribution, Table
1 Grants, etc. for 19.96 21.81 46.96 146.65 6108 | 301 4¢
the year :
L |.changein Table
Working Capital 207.11 {9.79) 105.04 34.60 80.49 3.8.1.32
] ; . (E+F-G-
- | Closing RRB 1,470.89 | 1,792.43 | 2,07040 | 2,411.62 | 2,703.36 | H41)
K" | AAB (Change in : | (F-G-
Regulated Base) 242.16 155.87 191.50 187.91 18611 | piyo oy
L | RRB (i)
CngEiEdered for 143585 | 1,626.76 | 1,983.93 | 2,258.31| 259773 | E+K
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Determination of Weighted Average Cost of Capital(WACC)

The Petitioner has computed WACC by considering return on Equity (including supply
* margin) at 16% and cost of debt as mentioned in table 3.8.1.26.

Table 3.8.1.37: Computation of weighted Average cost of Capital

A Average Loan- ] , _
(Rs Cr) 1,062.07 1,093.59| 1,153.70 | 1,285.16 | 1,431.81 | Table 3.8.1.35
B
Cost of Debt 11.11% 11.21%! 9.50% | 10.68% | 12.82% | Table 3.8.1.26
C Average
(E:Q)U'W - (Rs 64270 | 701.87 | 776231 887.19| 1,012.93 | Table 3.8.1.34
\
D Return on
Equity
(including 16.00% | 16.00% | 16.00% | 16.00% | 16.00%
supply : '
margin)
E | WACC 12.95% | 13.08% | 12.11% | 12.85% | .14.14% | (A*B+C*D)/(A+C)
gu}al;ed Rs_Cr_)
WACC 12.95% 13.08% 1  12.12% 12:85% 1 14.14% ;‘5‘81";’37
RRB.U) ) Table
considered for | 143585 | 1,626.76 | 1,983.93 | 2,25831] 2,597.73 | 3.8.1.36
ROCE o .
ROCE 185.99 212.82 240.34 290,25 367.26 | A*B

As the Hon'ble Commission has provisionally approved the ROCE in its Tariff Order for FY
2013-14, hence the Petitioner is now seeking the difference between the provisionally ROCE

approved vis-a-vis revised ROCE as éomputed in table 3.8.1.38.

(Rs Cr}

Table 3.8.1.39: RoCE Sought vis-a-vis Allowed

“Page 10

A | ROCE Allowed | Table 55 of Tariff
in Orders* 166.23 | 184.97 | 203.53 | 226.90 | 268.77 ?g?;rdated]u/y,

B |RevisedRoCE | 185991 212.82| 24034 | 290.25| 367.26 | Table 3.8.1.38
Difference

c | (Sought) (19.76) | (27.85)| (36.81) ] (63.35)| (98.49) | A-B
offered
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Truing up of Income Tax based on Revised Regilated Rate Base

Regulation 5.22 specify that tax on income, if any, liable to be pald shall be limited to tax on

return on the equity component of capital employed.

The Hon’ble Commission has trued up the Income Tax by conmdenng the Rok at 16% in its

calculation for arriving at the Return on Equity for the purpose of allowable tax on RoE.

As The Hon'ble Commission has trued up of Income tax based on provisionally approved
RRB and now the RRE‘} has been changed hence the Petitioner is seeking the true up of

Income Tax based on revised Equity.

Tab!e 3.8.1.40: Computat{on of Income T_ax on ROE allowed as part of ROCE gRs Cr)

RRB (i) A
A considered | 1 43585 | 1,626.76 | 1,983.93 | 2,258.31 | 2,597.73 | Teble 3.8.1.36
for ROCE . ‘ :
B - Average
Equity 642,70 | 701.87 | 776.23| 887.19| 1,012.93 | Table 3.8.1.34
C Average Debt | 1 062.07 | 1,093.59 | 1,153.70 | 1,285.16 | 1,431.81 | Table 3.8.1.35
D | % of Equity 37.70% | 39.09% | 40.22% | 40.84% | 41.43% | B/(B+C)
£ - { Equity in ' ®
Average RRB | 54132 | 635.92| 797.95| 922.30 | 1,076.32 | A*D
Post Tax :
F . Return on 16% 16% |  16% 16% 16%
Equity (%) .,
c Return on ) .
Equity 86.61 10175 | 4272.67 | 14757 172.21 | E*F
Income Tax T ‘
H Rate * 11.33% | 11.33% | 17.00% | 19.93% | 20.01%
I Tax on Equity 11.07 13.00 | 26.15 36.73 43.08 | {G/(1-H)-G}

*Table no 3.41 of Taniff Order dated July, 2014

Further the Hon'ble Commission has held that in case of any tax paid due to arrears of past
year's incorme; same may be claimed in the ARR. Relevant extract of the Tariff Order dated

July, 2013 is repreduced below

"3196 ..., However, if the tax assessed / paid in any financial year is Higher than
the tax allowed due to the reason that the Higher tax is on account of any arrears of income

tax pertaining to the past years, the utility may claim this in the ARR for the relevant vear

subject to producing documentary evidence establishing the claim fowards arrears.”
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The Petitioner has claimed in its previous petition the additional income tax paid on account

of below mentioned reasons.
a) Tax paid on account of depreciation of policy direction period allowed in FY 08
b) Tax pursuant to change in section 115JB of Income Tax Act

As the Hon'ble Commission has not considered the same at the time of true of FY 2012-13,
therefore the Petitioner is again requesting to the Hon'ble Commission to consider the same

and allow with carrying cost. Detailed description of additional tax as sought is given below:

A) Tax paid on account of Depreciation of policy direction period allowed in
FY 08 ' ’

It is submitted that the pursvant to the judgment of the Supreme Court, thefHon’bIe
Commission has allowed thé-additiona! depreciation pertaining fo the policy directién period
in its MYT order dated Febfuary'2008 resulting additional income of Rsr 253.33 Cr. on this
additional income the petitioner has to pay additional tax of Rs 28.70 Cr which has to be
allowed based on the above extract of Tariff Order. Computation of Rs 28.70 Cr.is given

below:

Table 3.8.1.40(i): Computatlon of Additional Income in pursuant of the Hon'ble
Commlssmn Judg ment (RsCr)

Particular Remat :
Opening Tariff Adjustment a/c payable in books 114.39 R‘efer gchedute no. 12 of ;}udited
of accounts — A ' Financials of FY 2007-08
Add- Revenue Gap approved |n MYT Order 138.94 Refer table no 149 of MYT Order
dated, Feb 2008 -B ) page no 186
Total - 253,33 | (A+B)

Table 3.8 Addltlon _

“Particuilar E Amgint | Remarlc
Total Income at which Tax has been paid 253. 33 3.8.1.40(i)- A
Tax Rate - % 11.33% | B
Income tax Liabillity 28.70 | A*B

B) Tax pursuant to change in section 1151B of Income Tax Act

Section 1151B of Income Tax Act which deals with Minimum Alternate Tax was amended
retrospectively w.e.f financlal Year 2000-01 so as to include any provision for diminution in
value of any assets. As the provision for doubtful debis which was not added at the time of
computation of MAT in earlier years was added back pursuant to retrospective change in law
resuiting in additional liability of 15.26 Cr (including interest of 234 A/B/C).
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ry of Y-0-Y tax additionally paid ufs 1151B of Tncome Tax Act

Table 3,8.1,40(iii): Su ‘
Neato . T AMGUAE(RSCR |
FY 02-03 3.35
FY 03-04 2.85
FY 04-05 . 5.05
FY 0506 . 2.32
FY 06-07 ’ - 0.60
Interest due-to amendment 1.10 - a
Total ' 15.26

In pursuant of above tables, the Petitioner is now seeking the difference between the
income tax as approved in Tariff Order for FY 2014-15 vis-a-vis now sought based in this
petition. ' '

Table 3.8.1.41: Income Tax sought based on above co__mputat_ioﬁ )

Return on Equity Table
A as part of RoCE 11.07 13.00 26.15 36.73 43.08 3.8.1.40

‘Past arrears 28.70 ) Table
alfowed in FY 08 ) : 3.8.1.40(ii}
Retrospective , T
C | thange in taw 15.26 L favle 40t
(1151B) S
Total to be
allowed
Income tax
approved by the
Hon'ble
Commission as ‘ o
E 'per Tariff Order 10.02 10.76 18.78 25.32 28.49
FY 2014-15-"A" )
(refer table no
3.41 of Tariff
Order July,2014)
-Additional Tax .
F now (sought) / (29.75) |  (224)| (22.63)| (11.41){ (14.59)|E-D
‘offered

39.77 13.00 41.41 36.73 43.08 | (A+B+C)

Further, It is submitted that TPDDL has been paying Income Tax in its financial books of
accounts based on return on equity earned on capitalization as per financial books of
accounts, therefore Income tax payable amount has been more in financial books of
accounts as compared to alfowed by the Hon'ble Commission as the Hon'ble Commission is
allowing capitalization based on EI ceitificates. The capitalization in financial books of

accounts is more but in ARR is less in beginning but will pick up year on year basis from 07-

08 onwards and to that extent Income Tax allowance is less in ARR. Hence, it is suggested
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that the Hon'ble Commission should aliow Income Tax on cumulative basis which is a correct
and a justified approach and not on standalone yearly basis as the Regulation provides that
Income Tax shall be limited to tax on return on the equity. It is clarified that in later years,
the Hon'ble Commission should not restrict the Income Tax lower of actual paid/payable and
Income Tax on RoE as the TPDDL has already paid more income tax in initial years but shall

claim in ARR in later years based on EI certificates.
Deferred Tax and Current Tax after Holiday period

The Petitioner is entitled for Income tax including Deferred Tax. At present the Petitioner is
making provision for deferred tax as required by Accduhting Standard -22—issued by the
Institute of Chartered Accountant of India and reversing the same on the premises that the
same is recoverable from consumers as and when it became payable after Tax holiday
pericd is over, It is submitted that Deferred t'aiﬁ( liability is a liability. which will afi:se in future
due to temporary differences or timing differéhces between the accounting vaiu'e of assets
and fiabilities and their value for fax purposes Therefore the Hon'ble Commission iS
requested to clarlfy the mechamsm / methodofogy for treatment of deferred tax once the
stand is clarified by the Hon'ble Commission on deferred tax, the petitioner shall submit the
claim of remaining Income Tax accordingly as the working of deferred tax wou!d depend on

the stand taken by the Hon'ble Commission. -

It is respectfully submitted that there is a deferred tax liability of Rs 453'_Cr as on
31.03.2014 as per audited financial statements which pertains to primarily on’account of

claiming tax depreciation at an accelerated rate relative to accounting depreciatior.

Further it is submitted that TPDDL's Tax Holiday period will be over in FY 15-16 and TPDDL's
tax liahility is likely to assessed under normal provision of law of Income Tax Act, therefore,
the Hon'ble Commission is requested to clarify at what rate of Income Tax shall be allowed

from FY 16-17 onwards so that TPDDL can change accounting of Deferred Tax accordiné[y

from now onwards.
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(:Iaim for Additional Pemand of Income Tax by Various authoritiés of Income Tg)x

The Petitioner is paving the income tax under MAT provisions; however as the actual
assessment of all the years are pending al various levels in the Income tax department

hence the actual liability will be ascertained only. after finalization of assessment and the tax
holiday period is over. The additional demands raised by income tax department are
statutory in nature, These der;ands though have been bgid by the petitionerfadjusted by
the department against the refunds of earlier year but not claimed in the ARR as the
Petitioner is taking up the matter with Higher Income Tax Authorities. On finalization of
assessments, any additional Ilablitty (if any) will_be claimed in the ARR along with the

carrying cost.

2002-03 5.52
2005-06 22.60
2008-09 13.34
2009-10 - 0.00
2010-11 - ‘ * 0.05
Total additional demand rai‘sed by the Income tax A

department : : 41.51

* excludes penalty proceedrngs etc particularly under section 271(6‘) of the Income Tax Act.

Against the aforesaid addltlonak demand the petitioner has made payment of Rs 10.50 Cr

Year wise payment break up s given below:

Table 1.43: Ye ise pay ent made against ab

EEat P TR
2008-09 4.00
2009-10 - 3.50
2011-12 3.00
Total 10.50

In addition to above payment, the Income Tax authorities have adjusted refund against the

aforesaid additional demand. Year wise break-up of the same is given below

Tabte 3.8.1. 44 Year Wise amount adjusted
2002-03 0.04
2003-04 3.99
2004-05 0.34
2005-06 5.20
2007-08 5.85
2009-10 5.20

Total 4 Wi DIs ;30 N 20.62
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Carrying Cost

The Hon'ble Commission in its tariff order dated July, 2013 has implemented the judgment
of the Hon'ble ATE to aliow the cérrying cost in the debt:'equi'ty r—atio of 70:30. The Hon'ble
Commission has allowed the return on equity in accordance with the clause 5.10 of MYT
Regulation 2007, |

Clause 5.10 of MYT Regulations 2007 is repreduced befow:
5. 1 0....... The cost of equity for the Wheeling Business shall be considered at 14% post tax,

However* while allowing the return on equity, the Hon'ble Commission has allowed the

simple 1;4% return on equity whereas it should have to be considered on pretax basis.

The Hon'ble ATE in its Judgment dated 28th November, 2014 BSES vs. DERC has referred
back the matter to the Hon'ble Commission and directed the Honble Commission to |
impfemé’_rit this tribunal judgment repor’ced'_as 2010 ELR (APTEL) 0891 in Appeal No. 153 of

© 2009 in letter and spirit. Relevant extract of the same is reproduced below:

"repon‘eéi as 2010 ]ELR (APTEL) 0891 in Appea/ No. 153 of 2009 related to debt/ equity ratio ‘
of 70:30. for financing of the working ca,bf'tél during first controf period comprising of FY
2007-08 to FY 2011-12. On the 70% debt portion, the carrying cost has to be affowed at the
prevalent market rate considering S8I PLR 'a}zd on 30% equity portion, the rate of return on
equity as specified by the Dethi Commission in the MYT Regulation, 2007 has to be allowed.”

The Hon'ble Commission has consideréd only 14% of Return on equity for the wheeling -
business but failed to considered the fact-that DISCOM are doing both wheeling and retail -
business and revenue gap is arisen from the busin_éss as a whole, therefore the petitioner
has requestéd to the Hon'ble Commission to consider the return on equity @ 16% post tax

(i.e. 14% for Wheeling business and 2% for Retail supply Business.)

Further, it is clarified that the judgment of the Hon'ble ATE was passed in FY 10-11. Though
the Hon'ble Commission has implemented the said judgment in FY 13-14 but TPDDL has
FY 11-12 and has accordingly
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paid the tax in that year; hence for the purpose of tax, MAT rate applicable in FY 11-12 is

considered.

Based on the aforesaid submissions, while computing carrying cost, ROE is considered on

pre-tax basis.

Table 3.8.1.45: Carrying cost rate based on pretax RoE

A | Equity 16.00% | 16.00% 16.00% |  16.00% | —16.00%

Tax Rate 20.01% | 20.01% 20.01%{ 20.01% 20.01%
C | Equity (pretax) 20.00% |  20.00% 20.00% | 20.00% 20.00%

: Annexure A-4in
.. ] Debt rate - SBI
D pr 12.69% | 1279% | 11.87% | 12.26% | 14.40% [olume II of the
‘ Petition

Revised Carryin

E | cost Rate Y91 ja88% 1495% | 1431%| 14.58% |  16.08% [CF30%+D*70%)

Consumers Security Deposits

Considering the revised carrying cost rate as mentioned above, the Petitioner is offering

differential amount in ARR: towards interest on consumer security deposit. Computation of

the same is given beiow:_‘

~ Table 3.8.1.46: Re_vised 'cbmpuf_ation of interest on ansﬁumerwsecur_i_l‘:y“D }

offered

sl ticila 1125 arkc
Table 59 of

Average | Tanff Order
consumer .

A secuity 146.45 | 179.27 | 21853 | 260.13 | 32642 | gated Jul,
deposit* 2013
Interest Rate *| - 14.88% | 14.95% | 14.31% | 14.58% 16.08% | Table 3.8.1.45

' f:"stgre“ on 21.80 26.81 | 31271 37.93 52.49 | A*B
Interest on as per 10,

D €SD 15.53 20.29 22,23 27.08 39.83 July, 13
Difference

E now 6.27 6.52 9.04| 1085 12.66 | C-D
{sought)/ ' - ’ ) )
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LPSC Financing Cost

Y
@

Based on the Hon'ble ATE Judgment dated 28”‘ November, 2014 BSES vs, DERC, the
Petitioner is now sdught the true up of working capital inferest rate. It is submitted that
LPSC financing cost is directly linked with the working capital interest rate and the Petitioner
is seeking the true up of working capital interest rate in 70:30 Debt Equity ratio where cost
of debt is considered equal to the rate now sought for true up and for 30% equity portion

rate of return on equity is considered which is futther'grossed up for tax.

It is worth to mention that LPSC financing cost is having direct impact on AT&C
overachievement incentive, hence the Petitioner has offered its share of overachievement

incentive dué to change in LPSC financing cost.

Computation of revised LPSC financing cost and impact on AT&C incentive is given below:

Table 3.8.1.47: Revised computation of LPSC Financing Cost {Rs Cr)

A . |'LPSC collected gg 15.28 14.12 16.09- 17.44 21,14
.| Principal amount (RS )
B. .| onwhich LPSC ¢r) 84.89 78.44 $9.39 96,89 | 117.44 | A/18%
- | charged,
LPSC financing
" | cost approved by | (Rs
C the Hon'ble cr) 8.06 7.45 . 8.49 9.20 13.42
: | Commission

Financing cost
based on'revised | (Rs
" | working capital cr)
.1'interest rate

E Difference now | (Rs (3.63) | (3.41) (2.@) (3.86) | (4.17)

11.70 10,86 11.31 13.06 |  17.59 | B*I

(sought) Cr) C-D
corresponding
| share in ]
Overachievement | (Rs .
P+ incentive offered Cr) 1.82 L7 14
'} back to
| consumer
.| Computation of Interest Rate
Cost of Working : Table
G | Capital-70% % | 11.11% | 11.21% | - 950% | 10.68% | 12.82%
. 3.8.1.26
Debt ratio
Eeﬁ?{:ﬁ 4 Sl. No C of
H au y % 1§ 20.00% | 20.00% | 20.00% | 20.00% | 20.00% | Table
Equity - grossed .
3.8.1.45
up for tax
Weidhted - 70%*11.11
I 4 % | 13.78% | 13.85% | 12.65% | 13.48% ! 14.97% | %+30%*2
Average Rate : 1 o% )
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3.8.2 Impact of ATE Judgment dated 28" November, 2013 in appeal no 1472012
TPDDL vs. DERC N

A) Financing cost of Power Banking

In relation to the issue of financing cost of power banking, the Hon'ble Commission in its
submission to the Hon'ble APTEL mentioned that the Banking contracts have to be revenue
neutral in nature and hence if power has been bought under “banking arrangement”, then
the same power will be sold back by the utility with 4% extra power. This extra power thfat .
is sold at the rate at which It had bought power at the first place serves like the f‘manciﬁg

cost of the power banked. Relevant-extract of the same is given below:

"3.283 With respect to the ﬁnancinglr costr of power banking, the Commission befieves that
banking contracts are revenue neutral. The electricity industry follows a practice wherein in
case of forward/ advance banking, the utility demands additional power @ 4% to be
returned and in case of backward banking, the utility has to return 4% extra power. The
Commission considers the power banked in advance by the ulility as energy sale at Rs 4 per
unit because if it does not consider it then it would be burdening present consumers for
future consumption, which tﬁe Comimission deems inappropriate. The utiﬁty will be receiving
the power banked along with 4% additional power in the next year. The Commission’
considers total power received as power purchase @ Rs 4 per unit. This allows the utifity
power purchase cost on additional 4% power received by them @ Rs 4 per unit, which is

equivalent to the financing cost of this banking.”

As the Petitioner has not kept the béﬁeﬁt of extra 4% power but offered in the ARR by
reduction of power purchase cost on account of power banking hence based on the above
submission , the Petitioner now se,éks the financing cost of power banking as computed
below subject to the Judgment of t-he', Hon'ble Supreme Court.

Table 3.8.2.1: Computation of im_p_m.:.t of power banking (Rs Cr)

FY 2007-08 352.48 14.10 5,64 0 0.00 6.00 5.64
FY 2008-09 435.46 17.42 6.97 0 0.00 0.00 6.97
FY 2009-10 233.18 9.33 3.73 6.86 0,27 - 0.11 3.62
FY 2010-11 12,76 0.51 020} 17144 | . 6.86 2.74 -2.54
FY 2011-12 0.00 0.00 0.00 0 6.00 0.00 0.00

Total 1033.88 41.36 16.54 | 178.30 7.13 2.85 13.69

(copy of relevant documents are attached as Annexure A-5 in volumne I of the Petition)
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B) Computation of Revised AT&C Incentive on account of adjustment of CISF

expenses against AT&C incentive

The Appellant Tribunal in its Judgment has stated that the CISF should not be reduced from

AT&C over achievement which is reproduced below:

"93. This asbect has clearly established that the CISF was deployed only on the directions of
the Hon'ble Supreme Court and it cannot be finked with the incentive fo:r over achievement
of loss reduction. It cannot be held, with any degree of certainty that the Appellants could
over achieved only due.to presence of CISF personnel, More so when the other two
distribution licensees could not perform and meet the loss reduction targets in spite of
presence of CISF. The issue is decided in favour of the Appellant. (Emphasis supplied)”

Based on the Hon'ble ATE direction, the Petitioner is re computing the sharing of AT&C

incentive without considering the adjustment of CISF expenses against the AT&C incentive,

Table 3,8,2,2:

_SI.No. | Pant
A Difference now sought -
B CISF Expenses to be allowed as New Initiative Aptel Judgment .
C Total ameunt sought {A+B)
D CISF expenses already allowed in ARR**
E Difference new- sought 0.84 1 C-D

* In ils fariff Order July 13, the Hon'ble Commission on one side reduced the amount from over-
achievement and on another side, has nol reduced the same from revenue available. Therefore,
additional amount of Rs.0.60 Cr also sought along with the change in incentive for FY 11-12.

c) Expenses relating to Income from other business

Regulation 5.26 of MYT Regulation, 2007 specify that income from other sources to be
' Worked out by deducting expenditure from the revenue. Based on the above regulation the
Hon'ble ATE has directed to consider the net revenue {i.e. Revenue minus expendifure in
relation to-other Income) to be shared in 80:20 ratio. It is worth to mention that the Hon'ble
ATE in its Judgment dated 28.11.2013 also relies on the aforesaid regulation. Relevant para

in the said Judgment is reproduced below:

"“47. Whereas the main Regulation 5.26 ‘has used the words ‘income from other businesses,

Znd FProviso o the section has used the word ‘revenue from such other business. Thus, it
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clear from plain wording of the Regulation 5.26 that ‘income” is different from ‘revenue’.
Income in main regulation is the profit earned by the Appellant from other business and is
equal to revenue earned from other business minus the ex,benditure incurred on the other

business.

8. 1t Is clear from the plain reading of Regulation 5.26 itself that income from other sources

to be worked out by deducting expenditure from the revel‘nue.
49: Accordingly the same is decided in favor of the Appelfant”.

3.118 Therefore it is requested that expenses incurred to generate business be allowed by
The Hon'ble Commission along with additional income tax paidfpayable on net revenue on

post- tax basis.

In compliance of the Hon'ble ATE’s direction, the Commission has directed the Petitioner to
submit the audited financial statement of other business during the prudence check. The
Petitioner has not Sl}bmitted the sgme'and the audited financial statement of the Petitioner
do- not indicate the expenses directly attributable to such other business. In ab_sgnce of
separate expenditure with respect to these other business, it is observed that the

expenditure incurred is included in thé licensed business.

‘The Commission therefore has not considered the claim of the Petitioner reg}arf:ling the
expenditure incurred on other business in the absence of audited financial statenj'ent'of such
oth_ef business or segmental reporting in the Petitioner's audited financial statement

indicating different business verticals under different: segments,

The Commission will consider these expenditure whenever audited financial statement will
be made available in respect of these business without any carrying cost. If such
expenditure is allowed separately then it will tantamount to double recovery of such

expenditure once under normative O&M expenses of the licensed business and also as

expenditure against other business,
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1t is submitted that the petitioner has already submitted the auditor certificate in respect of
claim for FY 2011-12 (C()p).!.()'f the Auditor certificate is attached as Annexure A-6 in volume
II of the Petition) and further clarified that the financial statements are prepared on legal
entity basis and there is no separate legal entity for other business income and in
accordance with the Generally Accepted Accounting Principles in India and comply with the
accounting standards prescribed by the Companies (Accounting Standard) Rules, 2006, the
provisions of the Companies Act and under various other status/laws. It is worth to mention
that TPDDI, has prepared its ﬂnancial! statements under these status/ laws and comply all
the necessary compliance required fc;r preparation of finandial statemehts, hence it is not
probable to provide the separate audited financial statements as required by the Hon’ble

Commission,

Based on the above submission and to comply with the Judgment of the Hon'ble ATE as
given In Appeal nd 14 of 2012 TPDDL Vs. DERC, the petitioner again requested to the
Hon'ble Commission to allow the expenses (as given in below table) related to Income from

other business,

Given below is the relevant extract of Tariff order dated July,2014 showing the y-o-y claim

as sought by the Petitioner:

Tariff Order for FY 2014-15

Additional Amount to be allowed to 0.33 0.49 © 050 1.26
| Petitioner (A+C-D+f) -

d) Reversal of Efficiency factor as applied on O&M ekpenses for FY 2011-12

It is submitted that the Hon'ble Commission in its Judgment dated 28" November 2013 read
with its earlier judgment dated 28" November, 2014 has decided the matter in favour of

Discoms in relation to arbitrate fixation of efficlency factor by the Hon'hle Commission.

* Relevant extract of the APTEL judgment's in Appeal 28 of 2008 on the strength of which the

Hon'ble ATE decided the matter in favour of Discoms is reproduce below,

20
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'Woweu}ér, the efficiency factor has to be determinec;' by the Commission based on licensee’s
_ filing, benchmarking, approved cost by the Commission in the past and any other factor that
Commission feels appropriate. In the impugned order the Corﬁm/ssqu_? has determined the
efficiency improvement factor as 2%, 3% and 4% for FY 2009, Fy 2010 and FY;2011
respectively arbitrary without any benchmarking or any ana%is and identification of area of
inefficiency where the improvement is desired fo be carriéd out. Sdch efficiency factor
has naturally to be determined only on the basis of material placed before the
State Commission and analysis éf various factors and not on ad-hoc basis as done

by the State Commission.”

It is worth to mention that the Petitioner has always shown its efﬁci'ency by achieving AT&C
loss better than the target as speciﬁed'over its entire journey and passing the AT&C benefit
to the consumers, therefore based on the principle laid down by the Hon'ble ATE, no
efficiency factor has been proposed for" FY 2011-12 by the Petitioner. Therefore the

Petitioner is now sought the additional O&M expenses due to reversal of efficiency factor.

Civen below is the additional amount of Rs. 9.11 Cr now sought on account of reversal of

efficiency factor for FY 2011-12.

Table 3.8.2.4: Additional amount now sought‘on account of reversal of Efficiency factor

Efficiency to be considered in the year of 0.04

payment- 6th pay commission arrears R ’ Refer Tariff Order dated
Employee Expense 7.58 - July, 2013

ARG expenses - 1.49

Total 9.11

Based on the above submission for truing up of capitalization and its corresponding impact
along with the Impact of ATE Judgment dated 28th November, 2013 in Appeal no 14 of
2012 the petitioner has sought additional ARR Rs 395 Cr. Given below is the component

wise break up:
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Table 3.8.2.5 Su i ition. now sought ______{RrRscCn)
A . Impact of ATE judgment
B | power Banking 564) | (6.97) (62|  254| - |Table
¢ | Reversal of CISF _ _Table
expenses . (0.8) 3.8.2.2
D |Income from ' table
other sources (0.33) (0.49) (0.50) (1.26) 3.8.2.3
E | Efficiency factor _ . (9.11) ;asbf4
F | Provision for PP (26.32)
G | R&MExpenses . gy | Table
P 130 0.96 03)| (479 (639|559
H | Depreciation (0.26) (3.57) (869) | (11.41)| (14,18) ;asb'fm._
I |RoCE wo7e) | @r8s)| e8| (6335) (98dg) 12Dk
1| Income Tax (29.75) (2.24) (263)| (141 | (4s9) |12k
Consumer ) . ' Table
K Security Deposit 6.27 6.52 9.04 10.85 1266 | 38§ 46
{PSC Financing . Table
L cost . (3.69) (3.41) (2.82) (3.86) (cr:17) 38.1.47
Reduction in
ATRC . . :
overachievement . Table
M1 on account of | 1.82 171 141 - 13.8.1.47
LPSC financing '
cost
N | Totat O (966) | (35.19) (66.64) | (108.20) | (135.36) " (B to

3.8.3. Revision sought in computation of Carrying cost

A) Provisional impacf considered in Tariff Order dated July, 2013

As the Petitioner is seeking carrying cost on pretax basis, therefore the petitioner has now
offering the difference between .the carrying cost calculated: on pretax basis vis-a-vis

carrying cost considered by the Hon'ble Commission in its Tariff Order for FY 2013-14 for

the revenue surpius which has been adjusted by the Hon'ble Commission at the time of
determination of ARR of FY 2011-12, ‘
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Table 3.8.3.1: Revised computation of Revenue surplus trued up by the Hon'ble

Commission for FY 08 to FY 11 in its Tariff Order dated July 2013 order _ {Rs €r)
A Opening 3.61 35.30 158.31
B Additions* ‘ 336 28.98 110.09 46.31 -
C Interest Rates for carrying cost 14.88% 14.95% | 14.31% | 14.58% 33?135
D Carrying Cost during FY 0.25 271 712,93 26.46 )
E Closing —"B” o 3.61 35.30 | 15831 | 231.09
Considered in Tariff Order ;
F dated July, 2013 —“A"* 3.54 | 100.737 160.85] 226.31
4.78

G Difference to be offered (B-A) E-F
* Table no 65 of the Tariff Order dated July, 2013, further adjustment: of Rs 62.36 cr is considered for

the purpose of computation of carrying cost,

B) Net Irhpact considered in Tariff Order dated July, 2014

The Hon’ble Commission in its Tariff Order dated July, 2014 has approved Rs 29.48 Cr on
account of net impact of the past year truing up for FY 2004*05 to FY 2011-12. Details of

the same are given belaw:

Table 3.8.3.2: Net impact computed by the Hon'ble Commlssion in its Tariff Order July,
2014

A | Opening (10.88) | (20.98) | (30.62) | (69.69 | (93.86) | (45.80) | 15.51%
B Additions (10.41) | (8.73) | (7.42)| (34.01) | (15.41)] 5481| 2.71| 11.38 |-
';’gg?t 9.00% | 9.00% | 9.00% | 10.61% | 11.32% | 10.17% | 10.41% | 12.20%
1 Interest - iR
D | dring FY ©an | 37| 2] 05| (876)] 676 (4.63) 2.59
Closing (10.88) | (20.98) | (30.62) | (69.69 | (93.86) | (45.80) | (47.72) | 29. 48

E
* (63 23-47.72} Rs. 63.23 Crore on account of AT&C Loss incentive for FY 2011-12 has been added
to opening balance of FY 2011-12,

However while computing the net impact of the truing up for FY 2004-05 to FY 2011-12, the

Hon'ble Commission has not wrongly computed/adjusted

a) Carrying cost for Policy Direction Period
b) An amount of Rs. 63.23 Cr on account of AT&C Loss incentive for FY 2011-12 against
the opening balance of FY 2011-12
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Table 3.8.3.3: Revised computation of net impact of past period trued up for FY 2004-05

Cr)

to FY 2011-12

(Rs

Opening

(10.41)

(20.08)

(29.30)

(70.21)

(97.27)

(52.45)

10.64

Additions (1041 | (873)] (7.42)| (34.01) | (1541) | 54.81] 65.94* | 11.38

Interest Rates# | 9.00% | 9.00% | 9.00% | 14.88% | 14.95% | 14.31% | 14.58% | 16.08%
D L‘erre“ during -1 99| (181 | (6.89) | (11657] (10.00) | (284)|  2.63
E_ | Closing (10.41) [ (20.08) | (2030) | (70.21) | (97.27) | (52.45)| 1064 | 24.65

* Based on the metfiodology folfowed AT&C Incentive for FY 2010-11 of Rs 63.23 Cr. should be
added as an adcdition in Revenue Gap for FY 2010-11

# Table 3.8.1.45
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3.8.4 Capitalization for FY 2012-13 (First year of Second MYT Control Period)

The Hon'ble Commission in its previous tariff orders dated July 2013 & juiy 2014 has trued
up the various parameters such as capitalization, AAD, working Capital and RoCE for the
Period FY 07-08 to FY 12-13 on provisional basis. As submitted earlier aiso in the present
petition, the petitioner is seeking the final truing upﬂ of Capitalization, depreciation, ROCE,
Income tax, R&M bésed on revised GFA etc. for FY 2012-13 also. It is sut;mitted that the
while seeking the truing up, petitioner has used the methodology as adopted by the Hon'ble
Commission in 1 MYT Period has been followed for capitalization; however the said
approach is subject to the dutcome of the various appeals filed before the Hon'ble Appellate
Tribunal for Electricity/ Hon'ble High Court and the Hon'ble Supreme Court,

In its previous order dated 31% July 2013, the Honble Commission had trued up the

capitalization on provisional basis.

3.139 The Commission s also in the process of undefsz/émg a true-up of the capitalization
during the first MYT ge;r{‘od from FY 2007-08 to FY zof 1-12 which afso involves physical '
verification of assets with the proa;rement and accounting} records of the utilities. While the
final true-up on this basis will be possible only after the exercise of physical verification is
completed, the Com/}w'ss;bn has observed the audited accounts. of the utilities indicate a
significantly lower le vel of capitalization than the anticipated capitalization considered in the
tariff orders passed by the Commission for the first M YTféf FY 2007-08 to FY 2011-12,

3.140 Pending com,c;fefion of the physical verification Jof assets and final true-up of
capitalization on that basis, the Commission proposes to adopt the details of year-wise
capitalization as per audited accounts for undertaking a
distribution companies. This will result in reduction in the prov}'5ion for depreciation and
return on capital employed on account of the lower level of the capitalization actually
undertaken by these ulifiiies during the above MYT peﬁod as reflected in their audited

accounts. This would, however, be subject to the final figures of capitalization

‘based on the final outcome of the ongoing physical verification of assels.
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In the petition for True up of RoCE for the 1% MYT Control 'periodq(FY 07-08 to FY 11-12) &
True up of FY 12-13 & ARR for FY 14-15, TPDDL had requestedathe Hon'ble Commission
that the physical verification exercise as conducted by the Hon'ble Commission would have
been over; therefore the Petitioner is requested to the Hon'ble Commission' for true up the
capitalization. However, the Hon'ble Commission had proceeded based on the provisional
true up of FY 07-08 to FY 2011-127on the ground that the asset verification of the petitiotier
for Capitalization is under progress. Further, the Hori'ble Commission provisionally'approved
the capitalization for FY 2012-13 at Rs 200.88 Cr, which is lower of the projected
capitalization in its MYT Order dated-July 13, 2012 and the audited financial statement for
FY 2012-13. Refevant extract from the Tariff Order, July 2014 is reproduced below:

3 236 The asset verification of the._Pelitioner for capitalization during FY 2006-07 to FY
2011-12 js under progress. The Commission has approved capitalization for FY ‘;"'01 2-
13 ‘at Rs.200.88 Crore in its MYT Order dated July 13, 2012, However, pending
. physical verffication of the fixed assets of the Petitioner, the Commission has
' provisionally considered the Ca;;ita//}:'aﬁon of Rs.200.88 Crore, which is lower of the
'_ projected capitalization in M'}foOrder dated July 13, 2012 and the audited ﬁnan:cra/
|+ statement of the Petitioner for FY 2012-13,

3. 23’9 The Comrmission has considered closing GFA at Rs.3627.21 Crore for FY 2011-12 in
the Tariff order dated July 3’1;..2013. "Accordingly, the Commission considers the
same as opening GFA as on 1% Aprif 2012 and capitalization of CWIP of Rs.200. &é
Crore considered in the preceding paragraph and arrived at the closing GFA value -fOI.'

FY 2012-13 as detailed in the Table below:

Table 3.8,4.1: Gross Fixed Assets FY 2012-13 (Rs Cr)

Sl

A %}fgng GFA (as per Tariff order dated Juty 31, 962721

g Capitalization during the year ' 200.88 Para 3.237
C Closing GFA JE78.0%A+8

o Average GFA ’ 3727.65| (A+C)2
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In respect of capitalization for each year MYT Regulations, 2011 states that

4.17 The Commission shall review actual capital expencﬁture'incurred and capitalization at
thé end of each year of the Control Period vis-a-vis the approved capital expenditure and
capitalization schedule. Based on trued up capital expenditure and capitalization, the
Commission shall true up Return on Capital Employed (RoCE) and depreciation while truing
up for any year of the Control Petiod, The Commission may also revise the capilal

expenditure and capitalization for remaining years of the Controf Period based on trved up

capital expena?’tu}e and capitalization for any year.

Further 4.21(b)(ii} of MYT Regulations, 2011 provided that Depreciation and Return on
"+ Capital Employed-shall be trued up every year based on the actual capital expenditure and
actual capitalization vis-a-vis capital investment plan (capital expenditure and capitalization)

approved by the Commission:’

It is submitted that the physical verification.is a prolong process and may require significant
" time to complete -and during such period the distribution licensee cannot be put to such
difficult - position where it wiif not be able to service the debt taken for capitalization or
recover its guaranteed RoCE under the existing regulatory framework. The delay caused in
timely true up of tﬁe.capita!ization of assets due to pending physical verification has a
- severe effect on the' cash flow of the company, thereby making it difficulf for the Appellant

to operate on a commercially viable manner.

In accordance with the MYT Regulations, 2011 the Petitioner has now sought the true up of

capitalization based on EI certificate received during the year.

Capitalizations based on EI Certificate
The actual Capitalization of f]:xed assets {Distribution business) as per books of accounts for
FY 2012-13 is as follows: "

Table 3.8.4.2: Detail of Actual Capitalization
Sf

Cr)

A capitalization as per Audited Accounts
B | ess- Generation Capitalization

C Distribution Capitalization
D

E

Intra unit Transfer
Total
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_For the purpose of cépitallzatibn given below is the summary showing the year wise amount

of EI certificate received during FY 2012-13,
Detail of EX Certificate

Table 3.8.4.3:

QOpe

 @msc)

FY 05-06 8.35 022] 813
FY 06-07 16.29 0.00 16.29
FY 07-08 12.89 0.06 12.83
Capitalization Prior to '
01.04.2007 — “A" 37.53 0.28 37.25
FY 08-09 15.07 0.07 15.00
FY 09-10 12.74 1.26 11.48
FY 10-11 5.96 2.09 3.87
FY 11-12 44.88 15.59 29.29
Capitalization 1*MYT ;

Period-="B" . 78.65 19.02 59.63
FY 12-13 -"C" 357.28 235.45 6;.46 60.37
Total Capitalization 316.21

(A+B+C+D)

Based on-the receipt of EI certificate for capitalization the Petitioner has considered Rs

316.21_Cr_‘tOWards the capitalization. The summary of Gross Fixed Assets for FY 2012-13 is

works out.as follows:

Table 3.8.4.4: Gross Fixed Assets

A Opening-Balance 3627.21 3,883.07 | Table 3.8.1.14
Capitalization out of CWIP prior to

Bl 01.04.2007 0.28 § Table 3.84.3
.| Capitalization out of CWIP after to

B2 01.04.2007 ‘ 315.93 | Table 3.8.4.3

B | Total Capitalization during the year 200.88 316.21 { Table 3.8.4.3

C Deletion during the year** .

D "1 Closing Balance 3828.09 4,199.28 | (A+B-C)

E Average Fixed Assets : 3727.65 4,041.18 | (A+D)/2

* figures are as per table no 3.64 of Tariff Order for FY 2014-15,

** pending the final true up of capitalization, no retirernent has been considered
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Financing of capitalization
The Hon'ble Commission in its MYT Regulation, 2011 has allowed the net financing of

capitalization based on Debt: Equity ratio of 70:30.

Based on the same finandng required for net capitalization for FY12-13 works out as
follows:

able 3. {Rs Cr)

315.93 | Table 3.8.4.4
48.12 | Table 3.8.4.6
267.80 | AB

Tota! Capitalization
.| Consumer Contribution
Balance Capitalization

M| |0 @ >

Loan - 70 % 187.46 { 70% of C
Equity — 30% 80.34 | 30% of C
*Tariff Orcler for FY 2014-15

** The Total capitalization of Rs. 315.93 cr is exclusive of Rs 0.28 Cr for which findncing has already

been allowed in Policy direction period; hence the same is not considered for ﬁnanah_qQ

Consumer Contribution/Grant

MYT Regulation stipulated that for the -purpose of computation of Regulated Rate Base,
consumer contribution corresponding to the amount of assets capitalized has to be
deducted.

. As the capitalization has been considered .Eiased on El certificate received, therefore the
. corresponding consumer contribution based on EI certificate received has been computed.
Further capitalization of consumer contribution has been broken into two parts for the
. purpose of computation of financing, as thé Hon'ble Commission has already used consumer
contribution as a means of finance on receipt basis in policy direction period towards

financing of capital expenditure incurred till FY 2006-07.
: .:Breakup of the same for the purpose of financing of capitalization is given below:
) 1, Reﬁeived prior to 01.04.07

2. Received after 01.04.2007

Based on the above, the consumer contribution works out as follows:
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Table 3.8.4.6: Consumer Contribution for FY 2012-13

{(Rs Cr)

1A Opening Balance 325.25 389.14 e
B Capitalized out of Opening till 31.03.07 0.25
c Capitalized out of Consumer Contribution 48.12
received after 01.04.07 )
D Addition during the year 46.62 48.37 (B+C)
E Closing Balance 371.87 437.51 (A+D)
F Average Consumer Contribution 348.56 4i3.33 {(A4+E)2

* figures are as per table no 3.68 of Tariff Order for FY 2014-15.

It is submitted that against the capitalization consumer contribution of Rs 48.37 Cr., the
Hon'ble Commission has considered an amount of Rs 46.62 Cr. based on the audited

financial statement for FY 2012-13.

TPDDL would like to highlight that the Hon'ble Commission has considered an amount of
- Rs.200.88 Cr for assets capitalized for FY 12-13 on a provisional basis based on figures
approved in the MYT Order where Rs 29,40 Cr was the amount approved by the Hon'ble
Commission as the addition to Consumer Contribution for FY 12-13. It is submitted that the
Commission has used two different methods wherein the capitalization figure has been
considered as the ﬁgure approved in MYT order and Consumer Contribution on actuals as

per audited financial statements.

It is submitted that since the Hon'ble Commission is consider:ing capitalization etc, based on
1 certificates, therefore, the Commission should have also cansidered Consumer
Contribution corresponding to capitafization as per EI Certificates by following a uniform

approach.
Depreciation (net of consumer contribution)

As per MYT Regulations,
“Depreciation shall not be allowed on assets funded by any capital subsidy / grant.”

Based on the above, the petitioner has been seeking the depreciation on net fixed assets i.e.

Gross Addition — Consumer Contribution/capital subsidy/grant. For the purpose of
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computation of final depreciation to be claimed as a part of Annual Revenue Requirement,
first -depreciation is computed on Gross Block of Assets and average depreciation rate is

“worked out which is applied on Fixed assets (net of consumer cdntribution).

ss Fixed Assets for FY 2012-13 (Rs Cr)

A Average of Gross Fixed Assets '4122.63 © 4,041.18 | Table 3.8.4.4
B . | Depreciation : 150.30 | 156.83 | Form F2a
C Average Depreciation Rate ‘ 3.645% 3.88% | BfA*100

* figures are as per table no 3.73 of Tariff Order for FY 2014-15.

It is submitted that against the average depreciation rate of 3.88% which has worked out as
per MYT Regulation, 2011, the Hon'ble Commission has considered average depreciation
rate of 3.645% based on the audited financial statement for FY 2012-13. Since the Hon'ble
Commission is considering capitalization etc. 'based on EI certificates, therefore, the
Commission should have also considered rate of depreciation based on depreciation
corresponding to amount of capitalization as per EI Certificates by following & uniform

approach,

Considering the above depreciation rate, computation of Depreciation on Average Assets

(net of consumer contribution/grants) is given below:

Table 3.8:4.8: Depreciation on Net Fixed Assets for FY 2012-13 (R ; Cr)
orble Commission
Opening Assets (N\é't'df ' (Table 3.8.4.4) —
A Consumer Confribution) 3,493.93 (Table 3.8.4.6)
B Closing Assets (Net of 376177 (Table 3.8,4.4) -
__-_| Consumer Contribution) e (Table 3.8.4.6)
C . | Average Assels 3379.09 3,627.85 { (A+B)/2
D -} Average Depreciation Rate 3.645% 3.88% | Table 3.8.4.7
- . | Depreciation (Net of Consumer "
E Contribution) 123.17 | 140.79 | C*D
Difference to be sought in this §
F Petition 17.62 | (2)-(1)

* figures are as per Table 3.74 of Tariff Order for FY 2014-15

It is submitted that against the net depreciation of Rs. 140.79, the Hon'ble Commission has

considered net depreciation of Rs 123.17 Cr. based on the average depreciation rate of
audited financial statement for FY 2012-13,
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Table 3.8.4. 9 Cumuiative Depreciation on leed assets for FY 2012-13 (Rs Cr)
: enviala ; , umﬁiséio . : : :

A Opening Balance : 1223.71 1,261.17 | Table 3.8.1.22
B A(_idition during the vyear . 12317 140.79 | Table 3.8.4.8
C Closing Balance 1346.88 1,401.96 | (A+B)

* figures are as per Table 3.75 of Tariff Order for FY 2014-15

Table 3.8.4.10: Utilization of depreciation _ ___{RsCy)
A | Depreciation | 123.17 140,79 | Table 3.8.4.8
B Utilized for Debt | 123,17 140.79
repayment .

* figures are as per Table 3.76 of Tariff Order for FY 2014-15

Advance Against Depreciation (AAD)

The Hon'ble Commission specify that AAD is dependént on the loans and depreciation and
since both these parameters are subject to True-Up at the end of the respective year of the

Cohtrol Period, hence the AAD has to be trued up at the end of the respective year of the
Control Period. '

Based on the above, revised computation of AAD is given below: -

Table 3.8.4 11:‘AdVance Against Depreciation for FY 2012-13* -

A 1/10th of Loan A .

8 Repayment of the Loan(s) as con51dered for working out Interest- " 184.57 | Form E3b
onloan—B

C Minimum of A and B ' 184.57

D Less: Depreclation routed during the year for repayment of loans 140,79 | Table 3.8.4.8

E Excess of Min {A,B) over Degreciation 43.79

F Cumulative Repayment of the Loan(s) as considered for working 906.71
out Interest on Loan {C ) )

G Less: Total Cumuldative Depreciation 1,401.96 { Table 3.8.4.9

H Depreciation Considered for Capex & WC in Previous years 378.34

1 Cumulative Pepreciation considered for AAD (D) 1,023.64

3 Excess of (C) over (D) D! (116.93)

K Advance Against Deprediation {Minimum of C & D) -

*subject to the outcome of appeal pending with the Horrble Supreme Court

The aforesaid issue has already been challenged in the Hon'ble Supreme Court, fill the

outcomé of decision on the same , the Petitioner has proposed the above computation of

advance against depreciation.
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Revision in AT&C Trajectory based on revision in AT&C Ta

rget for FY 201.3-12

The Hon'ble ATE in its Appeal no 14 of 2012 has directed the Hon'ble Commission'to adopt a
methodology either on normative basis or on actual basis for fixation of various controllable

parameters. The relevant extract of the same is as befow ™

“This approach taken by thle Delhi Commission is not correct. It should have adopted

either the normative Af&c losses trajectory or Q&M expenditure as per 2007
MYT Requlations or actual. The Delfii Commission cannot adopt a method under

which the Appellant is at J'oss, under all the circumstances. Accordingly, this issue is

decided in favour of the Appellant.”

In compliance to the Judgment of the Hon'ble ATE in Appeal no. 14 of 2012, the Hon'ble
Commission in its Tariff Order dated July 2014 has taken of the view that the AT&C Loss
target is now revised on normative basis at 15.325%, instead of revising the

O&M expenditure on actual basis as claimed by the Petitioner.

It is further clarified that while setting the AT&C loss trajectory for second control period
(i.e. for FY 2012-13 to FY 2014-15) in its second f\;]YT order dated July 2012, the Hon'ble
Commission has taken the base year AT&C loss ta;rget of 13% which has to be further
reduced by 1.50% over the next MYT control perioé (i:e. 0.50% reduction for each year of

the second control period)

Table 3.8.4.12: Given below is the approved AT&C !'qss trajectory as per '_!fariff order 2012
o | Va1 Y Remark
A Base year AT&C Target 13.00% 12.50% 12,00%
‘ Approved reduction in y-o-y )
B AT&LC loss over the previous 0.50% 0.50% 0.50%
year AT&C loss
C Approved AT&C Target 13.00% | 12.50% 12.00% 11.50% | A-B

1t is submitted that while computing the AT&C overachievement incentive for FY 2012-13 in
its Tariff order dated July, 2014, the Hon'ble Commission has not given the subsequent
impact of such revision in AT&C loss trajectory for next control period and computed the

AT&C overachievement incentive (i.e. additional return on equity) as given below:
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Table 3.8.4.13: Appmved additional return on equﬂ:y as per Tariff Order Juiy 2014

Target AT&C foss level for ith year (Xi)

Actual AT&C Loss leve! for ith'year (Yi)

Target AT&C loss level for (i-1)th year (Xi-1)

. W ||
wlle] =

Additional Return on Equity (%)

Now due to revision m ‘Base year AT&C target for FY 2011-12 i.e. from 13% to 15.325% by
the Hon'ble Comm:ssmn the AT&C loss trajectory for second control period should also be
revised, as the y-o-y AT&C loss targets has to be reduced from the previous year ATC loss
target. The revised AT&C trajectory as now sought is given below:

Table 3.8.4.14: Rewsed AT&C loss reduction trajectory due to revision in base year AT&C
loss

8] No.s | Particilars’ SFYREA38 P Y 14515 L Remark
A Revised Base year AT&C 15.325% | 14.825% | 14.325%
Target
Approved reduction in y-
B o-y AT&C loss over the 0.50% 0.50% 0.50%
previous year AT&C loss . .
Revised AT&C Target ) o }
C should be 15.325% . 14.825% 14.325% 13.825% | A-B

Basgd on the above submission, revised AT&C qverachievement incentive is now sought in
the form of additional return on equity. Computation of the same-is given below
Table 3.8.4.15: Revised additional Return on Equity now sought

pproved:for FY12-13
.'A - 'Rewsed %érqét Af&c Iosg evel for |th S}éarﬂ (XI)— T ' 14.825
B Actual AT&C Loss level for ith year (Yi) : ' 10.73
C Target AT&C loss level for (i-1)th year (Xi-1) - 15.325
D Additional Return on Equity (%)- now sought _ 8.19

Disallowance of Power Purchase Provision of Rs. 27.40 Cr

The Hon'ble Commission while allowing the power purchase cost for FY 2012-13 has

disallowed an amount of Rs 27.40 Cr towards the provision for Power Purchase.

The Petitioner wants to clarify that the approach of the Learned Commission is erroneous in
as much as the provision made for the expected bills for the month of March of a financial
year forms part of the expenses incurred towards power procurement for such financial

year. Since the Petitioner is entitled to recover the entire power procurement cost for a

tariff year, the same being uncontrollabte in nature, the expenses incurred in that regard in
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a particular financial year have to be trued up along with truing up of other expenses
pertaining fo such financial year. The provision made for the expected bills of March, 2013
have no Bearing with the power procurement cost for FY 13-14 and hence cannot form part
" of the truing up exercise for FY 13-14. 1t is submitted that having regard to the principtes of
determination of tariff whrich allows the ARR of the distribution licensee for its expenses in a
particular year against the revenue earned from the sale of é!gctricity, the non-allowance of
the pr:ovisions for power purchase cost for the month of March in a particular year, will
distort; the expenses' for the year and will not allow the Petitioner to book his entire
expenses for power purchase for the year, This will not be consistent with the principles of

tariff- determination as envisaged in the MYT Regulations.

As the Hon'ble Commission has not finally trued up FY 2012-13, therefore in line with above
submission the provision for péwer purchase cost is now sought for the respective yéar for

which it has been created.

It'is also submitted that the above methodology is also inconsistent with the approach of
aflowing power purchase cost'up to FY 09-10. Further it is submitted that if the provisit‘m for
power purchased during March of any particular year is considered as part of next year's
ARR, it altows only six month;s carrying cost though the bills of provision for March aré ‘not
spread equally for payment during next year. The above approach is also inconsistent to the
extent that whenever there v::as a negative provision for power purchase cost in- €arlier
years, the Hon'ble Commission has never grossed Up the same and increased the poWer

purchase cost of that year.

0&M Expenses

That the petitioner in Appeal No. 14 of 2014 had challenged non allowance of O&M cost of
for FY 2011-12 on the basis of actual O&M cost but fixation of AT&C loss trajectory based on
~ likely actual AT&C loss level achieved in FY 2010-11 before this Hon'ble Tribunal. This
Hon'ble Tribunal dated 28.11.2013 in Appeal No.14 of 2012 held that the approach adopted
by the Commission in determining AT&C loss levels on actual basis and O&M on normative
basis as incorrect. The Learned Commission in the impugned order re-determined the AT&C
loss target for year 2011-12 at 15.325% instead of 13% that was allowed in the tariff order
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dated 26.08.2011. The relevant extract of the impugned order are reproduced herein

below:

"3.143  The Hon'ble ATE has directed in the Appeal no 14 of 2012 and the refevant extract
is as below

"This appfoach taken by the Delhi Commission is not correct. It should have adopted either

the normative AT&C losses trajectory or O&M expenditure as per 2007 MYT Regtidations or

actual, The Delhi Commiission cannot adopt a method under which the Appellant is at loss

under all the circumstances. Accordingly, this issue is decided in favour of the Appellant.”

The Hon'ble Commission in compliance of the Hon'ble ATE order has taken'the view as. .

under in tariff order of Jixly 2014 vide para no 3.144 reproduced below!

3144 In comb/iaﬁce {to the Judgment of Honble ATE in Appeal no. 14°of 2012, the
Commission Is of the view that the principles adopted in the MYT Distribution Regulations,
2007 shall be extended to the Fy 2011-12. The Commission has determiﬂéd the O&M
expenses for FY 2011-12 as per principle adoptec? in MYT Regulations, 2007 on normative
basfs whereas, AT&C /osg fargets has been fixed at. 13.00% after consfderfrzg}»the actual
AT&C Loss achie vemef;_t. In line with the direction of Hon'ble ATE and MYT Regulations, the
AT&C Loss target is nov‘v-revised on normative basis at 15.325%, instead of rgviéing the O&
M expenditure on actual basis as daimed by the Petitioner, Since, the MYT R:s’gu/atfons
specify that O&M exp{’:'ndfl‘ure shall not be trued up and surplus/deficit shall be to the

account of Petitioner.

Howaever, the Learned- Commission while re-determining the AT&C loss for year 2011-12
failed to consider that that AT&C loss trajectory for the present control period (2012-13 to
2014-15) was supposed to be determined from the revised target of FY 11-12 i.e, 15.32%

and not from the original target of 13%.

By doing so the Hon'ble Commission has unilaterally determined the AT&C loss reduction
target for next MYT (FY 2012-13 to FY 2014-15) by taking the originai base figure in the

MYT Order in which AT&C loss target for the previous year 2011-12 was fixed at 13%.
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It is submitted that since the Hon'ble Commission has fixed the target for current MYT
period from the actual AT&C loss reductioﬁ target of FY 11-12 which has already been
achieved then correspondingly O8M expenses for current MYT period should also have -
been fixed based on actual O&M-expenses of FY 11-12, '

It is submitted that the TPDDL has alfready incurred O&M expenses in"FY 11-12 to achieve
the original target of 13% and now to sustain the same and for further reduction O&M
expenses of FY 11—12 are required to be taken as base year and be further increased by

inflation and other parameters,

It is respectfully submitted that, in order to achieve and maintain the AT&C loss levels that
have already been achieved by the petitioher, it would be necessary for the respondent
Commission to consider the actual O&M costs incurred by the petitioner for this purpose.

However this has not been done.

Further TPDDL has been regularly requesting the Hon'ble Commisgion to modify the norms
for allowance of O&M expenses so as to meet the actuats costs reqdired to provide/maintain
better service to the consumers. It is also pertinent to mention that the revised expenses for
FY 2011-12 should be considered by the Hon'ble Commission whjie considering the base
cost for Dls_goms for FY 12-13. '

Based on the above the Petitioner has recomputed the O&M Expensés based on the O&M

expenses o_f FY 2011-12. The revised computation of O&M expenses is given below;
a) Embloyee Expenses

Further in light of the above submission, it is submitted that In the Distribution Tariff

regulations issued in December 2011, extended for FY 15-16 the Hon'ble Commission

has approved the basis of Employee cost as inflation (INDEX) over the base cost
(EMPn-1*INDEX). INDEX has been defined as average of CPI/WPI of previous 5
years which is further reduced by efficiency factor so as not to allow even inflation
factor.
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The proposed methodoiogy of allowance of Employees expenses based on the '

formula of EMPn-1¥INDX only addresses the increase required in employees cost due

to inflation reduced further by efficiency factor but fails to address the increase

required for following :

a)
)

There are two structures of employees with the Licensee TPDDLi.e.

FRSR Structure — comprising of the employees who were transferred from

erstwhile Delhi Vidyut Board and whose terms of service are governed by FRSR

~ Rules (Gowvt. Ru!és) and their service conditions are protected by the Fri-partite

agreement in pursuance to the Transfer Scheme. Any increase in the salary of

FRSR employees is uncontroflable in the hands of licensee.

Thus the FRSR structure salary should 59, kept out of the above employee expenses

indexation formuta which provides for escalation and should be additionally allowed

on actuals basis since it is uncontrollabte in the hands of DISCOMs.

i)

Non-FRSR Structure — The proposed formula of allowance in |ncrease in the

- salary of Non-FRSR structure emp1oyees does not addresses the .increase

b)

required for the factors beyond aVerage inflation like current mflatlon, career
growth/promctions, increase requnred in proportion to increase in electricity
demand growth , increasing social commitments These factors haVe been

deliberated in detail in the relevant Qortton of Non-FRSR employees safary cost.

Current Inflation formula which is a combination of CPL and WPI is not
appropriate and only CPI should be used for inflation index for manpower costs
as individuals (i.e. employees) are affected by changes in CPI and Wholesale
Price is irrelevant for household consumers. Further, annual salary _i'nc-rements
have to be allowed exceeding the inflation ‘numbers, to allow for a real.increase
based on performance of employees to keep them ‘moti\.fated. Hence, it ES
imperative that the allowance of employee expense should also have a f;jactor for

such increase.

TPDDL has reduced AT&C loss level below 11% as on 31.03.2014 and has

reached a stage where further reduction in AT&C loss and sustaining the same is

possible only with help of skilled and talented manpower. The infusion of such
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talented and skilled manpower is possible only at competitive salary' levels, which

should be allowed to licensee.

¢) The proposed formula does not factor ény increase necessitated due to increase
in units handled which has been possiblel)y allowing industry comparable

increments against better employee engagement level, better efficiency , etc.

d) Replacement of manpower against retirement/resignation is available in market

. at salaries 20-30 higher than the last drawn salary of theretiree/resignee,

Further the Hon'ble Commission while arriving at the value of indices for 'n’ th year
according to previous MYT Regulation,- had taken the period for average indexation
which was presumed to Be static and not on roliing basis. The interpretation of 'n’ is
imperative. 'n’ in Regu!ation 5.4(a) represents first year of the Control Period i.e.,
Financial Year 2012-13 and ‘n-1' represents the year preceding *n’ year i.e. Financial
Year 2011-12. Indexatton for the year 'n’, i.e, | Financial Ye“ar 2012-13 (first year of
the Control Period) is not.constant for future years of the Control Period and shall
‘change each successive year In Financial Year 2013-14, °n" would be Financial Year
2013-14 and 'n-1’ would be'2012-13 and not Financial Year 2031-12. It is reiterated
that ‘n’ represents the retevant year of the Control Period and not the entire Control
Period which means that the expenses to be computed would be applicable for a

relevant year only and not for the succeeding years i.e.'n’is not constant

Therefore as stated above , indexation is required to be'd.oﬁe on rolling basis and
not on static basis because that is the whole purpose of aIIowmg the increase close
to actual inflation on formula based in absence of actual numbers. This proposed
approach is also in line with National tariff policy thoégh‘ in the .current petition,
TPDDL has warked the revised O&M expenses based on t'he-.inﬂation ‘factored by the

Hon'ble Commission it is 2" MYT order.

Accordingly, in light of the APTEL judgement in appeal no 14 and above
submissions, for computation of employees expenses for FY 12-13 to FY
15-16 actual employees expenses of FY 11-12 being the base year has

been considered.

ge 13
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It is submitted that the Hon'ble Conmission has allowed 8% inflation on
the bése expenses which has been further reduced by efﬁc?éncy factor
thereby allowing only 6%, 5% and 4% increase in"O&M expenses for FY
12-13, 13-14 and 14-1%5 respectively as against 9.05% and 7.99% actual
increase in inflation during FY 12-13 and FY 13-14 respectively. It can be
observed that the increase allowed by the Hon'ble Commission is not even
close to actual inflation irrespective of the factthat increase is also
requiréd beyond the factor of inflation as enumerated above in the

paragraph.

Rising Inflation

CPI Growth (% YoY}
ALy o
- R Lo

— T —

ProE

e |

Y EEIIIT ¢ TTETTE v PoEIa

e £ e (6 T

a) FRSR structure employees

It is submitted that as aqainst the increase allowed in employees cost, given here

under is fhe rise in salary of FRSR Safarv. Struckure, which totally uncontrollable in

the hands of petitioner.

Increase in DA in July 2011 7 (From 51% to 58%)

Increase in DA in Jan 2012 7 (From 58% to 65%)
Increase in DA in July 2012 7 (From 65% to 72%)
Increase in DA in Jan 2013 8 (From 72% to 80%)
Increase in DA in July 2013 10 (From 80% to 90%) -
Increase in DA in Jan 2014 10 (From 90% to 100%)

Increase in DA in July 2014 7 (From 100% to 107%)

g |
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Rising Inflation and subsequent DA

LA ncrease (96)

e

o
i

Further promotions impact of 1,5% is considered during the year.

Retirement of FRSR empti)yees is considered based on retirement age i.e. 60 years.

The retiring employees are replaced with employees under new pay structure.

No increase in rate of Uniform Ailov:vance of Rs 4,600/ per employee is estimated.

No increase in rate of Ex-gratia of Rs 3,467/ per employee is estimated.

The increment considered for FRSR Structure employee for FY 12-13 is considered

based on above assumptions works out as follows:

On an average a FRSR siyudure employee having basic salary of Rs. 100 & total
satary of Rs 337.66 in 2011—12 becomes Rs. 368 in FY 12.13 and Rs. 443 'in_i:‘( 14-15
showing an overall increase in the salary in the range of 10% as against-increase
allowed by the Hon’ble‘CdmmiésiQh in the range of 4% to 6% with further reduction
by efficiency factor, the bfeakup of same comes as follows:. . It is evident that if the

increase in salary is grossly insufficient for FRSR structure employees, it leaves no

increase in salary to CTC structure employee.
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Tabie 3.8.4.16:'Impact'of increase in Dearness Allowance® increment®&

-3

‘Promotions -

Basic Salary 100 103.72 | 107.55 111,49
Grade Pay 24.02 23.90 23.78 23,66
DA 71,93 92.21 118.20 144.61
HRA 37.21 38.29 39.40 40.55
Pension 22.32 22,97 23.64 24.33
Leave Salary - 6.20 6.38 6.57 6.76
TPA _ 11.16 11.49 11.82 12.16
DA on TPA™ 6.47 830 |° 10.64 13.02
gﬁg‘fvra.nce Costs 58.34 60.97 63.71 " 66.58
Total Cost 337.66 368.22 405.30 - 443,15

(B) Salary of employees covered under Non-FRSR Structure
Anmial Increment

The. formula adopted by the Hon'ble Commission for increase in salary in its current
MYT Regulation is grossly inadequate as the same does not address realities of the

business and current scenarios prevailing in the market: .

a) The Hon'ble Commission has prescribed increase in employee's sa‘lary basedon 5
yrs: .averaé_e increase in CPI/WPI which is not the true reflection of current
inc_fease in inflation. Inflation is a rate at which the 'd'eneral fevel of prices for
gc'm'd.s and services is rising, and as a consequen;e'purchasing power is on
declzine. An average of 5 years may not be true reflection of the current rate of
ihﬂa.tion, as inflation has been consistently high-i-n recent few years, While for
%RSR structure employees-and Govt servants are ,cQQered thru a DA mechanism,
it ié comper}"sated as a component of increment in case of Z)thers especially the

CTC structure employees.

b} Current Inflation rate is not the sole and true reflection of a dynamic and fiberal
economy as it covers only certain basic items of necessities as the basis in
arriving at such index, and does not recognize or provide for the rise in living

standards of common man/employees as well as factors such as increase in the
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employee costs due to hike allowed in 6™ pay Commission, increase due to

career growth and increasing personal and sodial liabilities and obligations.

Increments are required to cover not only the inflation but also some increase to
award the performance of an employee and to keep them motivated. If only
inflation factor is covered in inflation that would mean that real salary of -an
employee would be stagnant. In addition, for promotions cases some hike in

salary is also required to be given.

d) TPDDL has reduced AT8&C loss level below 11% as on 31.03.2014 and has

higher costs.

reached a stage where further reduction in AT&C loss and sustaining the same is
a big challenge along with increasing expectations of consumers and working of

Discoms under stringent performance standard.

Further it is submitted that as the tariff is moving upward due to increase in
uncontrolfable power purchase cosf, there are likely chances of an increase in
theft of electricity and to curb the same, high level of vigilant efforts would be
required not only to sustain the achieved levels of AT&C loss but also to further

reduce the same in line with targets set.

Achieving these challenges is possible only with ensuring that skilled and talented
manpower is available with TPDDL. The infusion of such talented and skilled
manpower is possible only at salary levels higher than generally prevailing in the

market,

Replacement against retiremeﬁf/résignation is available in market at least 20-

30% higher than the last drawn sélaw of retireefresignee.

Power sector is a specialised/technical sector for which efficient and trained
manpower is generally not available in the market as is available for other

businesses; hence poaching manpower from the same sector/ industry entails
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g) The Hon'ble Commission in its MYT Regulation has allowed prescribed increase in
salary based. on 5 yrs. average CPI/WPL but subject fo a reduction due to
imp[eméntation of efficiency factor. The actual effective increase in salary after
reduction by efficiency factor remains comp!étely inadeqﬂate even f{o give
mandatory hike in salary to FRSR Structure emp!oyees and leaves NIL for Non
FRSR employees, The Hon'ble Commission may observe that at gross level there |
has been an actual increase of approximately 10% year on year in the salary of
FRSR Structure employee. While the increase in salary of FRSR st!ructure has
been mare than 10%‘ p.a. {over and above the 6" Pay Commissionj, in such a
scenario allowing increase in salary based on 5 yrs. average CPI/WPI with further
reduction by efficiency factor would be insufficient and is devoid of the harsh
reality that with such minimal increase, no efficient manpower would be
available for deployment in a regulated business where stringent AT&C loss

reduction and performance standards need to be consistently achieved .

As mentioned above that TPDDL has already reduced AT&C loss level below 11% as
on 31.03.2014 and. has reached at & stage where .furth'er reduction in AT&C loss and
sustaining the same is possible only when skilled and talented manpower is available
with TPDDL. Apart from this, keeping factors in mind like replacement is available at
20%-30% more salary than existing salary, speciafised manpower required for power
sector etc., average y-0-y increment of 5% over and above inflation{net of Efficiency

factor) is considered.
Career Growth/ Promotions:

In any of the dréahisation, the growth of the empfoyees is necessary as it is directly
link to the lncrea.si.ng knowledge and experience of the employee. As the knowledge
and experience of an employee increases with the passes of tenure in any
organisation, there is corresponding commitment/growth expectation also increases
in personal/ social life and to match the same career progression/ promotions are

necessary for employees.

Apart from above career progression is also necessary for any of the organisation for

succession planning.
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Promotion as entry level or junior level are given little faster than middlefhigher
. management employees as opportunities in market are plenty at junior levels and ‘
the aspirations of young professionals are generally high'and in absence of a career
progression path it is difficult -to stop therﬁ from jumping the jobs. To retain
-employees every organisation has to incur costs in the form of recruitment costs, and

functional and non-functional trainings etc.

It is submitted that in TPDDL promotions are given in every 3" year on an average

~basis. Though on promotion TPDDL allows higher percentage on promotions but
keeping in mind efficiency, promotions at higﬁer level are given after a period of
more than 3 years. Keeping in mind all above factors TPDDL has considered only 3%
increment in every third year beginning from FY 12-13, For example if the first
increment has been considered in FY 12-13, the next increment has been prdjected
in FY 15-16. -

Minimum Wages Act

Under ‘The Minimum Wages Act, 1948, tﬁere had been very steep increases
resulting in: higher compensation ;at the junior most. level. The table given below
indicates an increase of up to 34.25% in case of Graduate and 33.89% and 34.43%
in case of Semi-skilled and skilled -workers respectively. This increase in Minlmum
W_ages Act has forced to increase the salary at junior level of which cascadin_ﬁ} ‘e.ffect_

was required to be given.

. Table 3.8.4.17: Revision under "The Minimum Wages Act, 1948" since 2011 -

‘Clerical and Non-teéchnical and Supervisory,

1-4-2011
along with 6422 7098 7826 7098 7826 | 8502
VDA '
1-10-2014 :
along with 8632 9542 10478 9542 10478 11414
VDA '
Cumulative
increase from
Ol1st April '11 | 34.41% { 34.43% | 33.89% 34.43% 33.89% 34.25%
up to 01st .

Qct 2014
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It is submitted that Deloilte has done a survey on Annual Compensation and benefit
trend for FY 14-15 of which some of the highlights are submitted for the
consideration of the Hon'ble Commiséion. According to the survey report average
increments fon; FY 14-15 afe éxpected to be in the range of 10% as against merely
4% allowed by the Hon'ble Commission which is grossly insufficient due to the

reasoning as enumerated above in the paragraphs. -

A) Seclor wise increase projected

[Executive Summary
Inclustry Snapshot

In%

1! 20 Decite Toude Tofmasss ks Frivas Limasd
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Energy & Natural Resoures
Annual Increments FY 201415 {Projections)

Level wise ncrement Percantdes ‘
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B) Level wise Annual Increaments projected during FY 14-15

Energy & Matural Resources _ )
Average Annual [nerements FY 201415 (Projections) vis-a-vis FY 2013-14 {Actuals)

s

Average Ncrements Across Lavels
1.0 4 : e
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C) Key Challenges faced by HR

Energy & dMatural Resources

vy

. Key HR Challenges and Managing Attrition

10T Deste Towshe Tohersime ve'd Foeate Limien

In light of the above, computation of the Employee Expenses and A&G expenses for second
control period is given below:
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Employee Expenses

The revised computation of the Employee Expenses for second control period is given
below: ' _

Ta_ble_ 3.8.4.18: Table No 64 Revised Employee Expenses now sought

Actual Employees Expenses (including
A outsource and meter reading 317.49
expenses shown as R&M expenses in '
BS)
Add: Increased due to Growth in sale o o 0 o
B as projected _ 4% 4% %1 4%
C Add: Add: Promotions impact . 3.00% | 0.00% | 0.00% | -3.00%
Add: Inflation factor of 1.08 as per o o o o
D | table 78 of July 2012 tariff order 8.04% | 8.04% | 804% | 8.01%
E Revised Employee expense . 365.24 1 409,22 | 458,48 527.44
F Less- capitalization @ 10% 36.52 40.92 45.85 52.74
Employee Expenses net of ‘
G capitalization 32872 | 308.29| 41264 | 474.70
H Efficiency factor . 2% 3% 4% |+
| Less- Efficiency improvement ) 6.57 11,05 16.51 -
J Employee Expenses net of efficlency 322.14 | 357.25| 396.13 | 474.70
Add- SVRS Pension Trust (subject to -
K true up on actual basis) >-20 3.3 314 ] 3.14
L | Total . - 327.34 360.78 | 399.27 | 477.84
M | Trued up for FY 2012-13 ) 252,25
N Balance now sought (M-L) . {75.09)

* Eﬁ?&énq factor subject to the outcome of Appeal,

Liability towards VSS optees with respect to retiral dues and Savings accruing
due to V5SS

TPDDL introduced a Voluntary Separation Scheme in December, 2003 which was

i'mplemented in January-February, 2004. 1798 émpioyees opted for the scheme.

TPDDL has paid Rs 95 Cr. under Golden handshake Scheme which was allowed in the ARR.
A dispute arose between the GNCTD, Pension Trust and TPDDL regarding liability towards
payment of pension and terminal Benefits to SVRS optees. TPDDL and SVRS optees
approached the Hon'ble Delhi High Court in Writ petitions and the Hon'ble High Court vide
its detailed judgment in Writ petition No. 4827/2005 dated July 2, 2007 prescribed exercise
of either of the two options by TPDDL for way forward, the options being:




WINEM

ST ' True up for Eatlier Period

(i) TPGCL Model (as adopted by IPGCL):

Full terminal benefits to be paid by TPDDL to SVRS Optees till normal retirement/ death of
such VRS optees, which shall be reimbursed to Discoms by the Pension Trust (ETBF-2002)
without any interest on such amounts.

Discoms to pay Residual Pension till date of normal retirement, after which the Pension

Trust‘ '(ETBF—ZOOZ) shall take over disbursal of pension payments.
(ii) Actuarial Mode!:

Pension trust to pay the Terminal Benefits subject to Discoms competency for the additional

burden on the trust

Additional Contribution required from Discoms on account of premature payout by the Trust

to be computed by Arbitral Tribunal comprising of Actuaries.
Tribunal to publish its award within six moanths from date of constitution

TPDDL, BSES, Pension Trusl%. (ETBE-2002) posf examination of the two options offered by
the Hon'ble High Coutt sougjht certain clarifications in the order, which the Honfbia;. High
Court was pleased to allow vide order dated 08.10,2007 in CM Nos, 11099 and 10§63/é007.
TPDDL confirmed exercising:option—II from the judgment dated 02.07.2007 and accordingly
informed the other pérties. The actuarial nominee for TPDDL was also confirmed and
communicated to the parties concerned. However there was no development in appointment
of the Pension Trust and GNCTD's actuarial Nominee to complete the mandatory quorum of
the Arbitral tribunal in compliance of the Hon'ble High Court’s judgment in the matter.
TPDDL made repeated follow ups with GNCTD and Pension Trust seeking appointment of
their Nominee to the Arbitral Tribunal, but no response came forth from the GNCTD. It was
only in Appeal No. 36/2008 filed by BRPL in the Hon’ble Appellate Tribunal for electricity
against the Hon'ble Commission’s MYT order dated 23.02.2008, that GNCTD categorically
confirmed that no cbligation is cast on GNCTD to appoint any Nominee to Arbitration
Tribunal. TPDDL has moved an application No. 15596/2009 seeking clarification and
directions in the Hon'ble high Court, to direct GNCTD, Pension Trust for appoeinting its
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nominee to the Arbitral Tribunal or in the alternative, the Hon'ble High Court may proceed
with appolnting a person as nominge to the Arbitral Tribunal. In response to the same,
Pension Trust has opposed the maintainability of the said clarification application. The said
application is pending disposal before the Hon'ble High Court for directions. Pending the said .
application, the present petition has been prepared based on the Option 1 i.e. Pension ti_II
the date of normal retirement shall be paid by TPDDL i.e. Rs 5.20 Cr for FY 12-13,Rs 3,53 Cr
for FY 13-14 and Rs 3.14 Cr for FY 14-15 (since the terminal benefits payments of Rs 80 Cr
were made upfront by the TPDDL voluntarily pursuant to interim order passed in the High
Court writ petition proceedings) and along with other terminal benefits paid to such optees
_, be refunded by the pension Trust without interest at superannuation age/for death of the
VSS Optees.

Cagitalizétiun of Salary Cost

“The salary cost of Employees deployed on projects is capitalized along with the cost of
scheme. Presently Based on the Order of the Hon'ble Commission dated 26" June 2003,

10% of the overall salary cost is capitalized towards projects.

A8&G Expenses
The revised computation of the A&G Expenses for second control period is given below:
Table 3.8:4,19: Revised A&G Fxpenses now sought )

A .| Actual ARG Expenses 48.32
.| Add: Increased due to Growthi in - 0
sale — 50% of 5 year CAGR 4% 4% 4% 4%
C 7| Add: Add: Promotions impact 3.00% | 0.00% 0.00% ] 3.00%
.| Add: Inflation factor of 1.08 as b
D per table 78 of July 2012 tariff 8.04% 8.04% 8.04% 1 8.04%
order
E Revised A&G cost now saught 55.59 62.28 69.78 80.27
F Efficiency factor 2% 3% 4%
G Less- Effidency improvement 1,11 1.87 2,79 -
H A8G expenses now sought 54.48 60.41 66.99 80.27
I Trued up for FY 2012-13 44.49
] Bafance now sought (1-1) (9.99)
E3

Efficiency factor subject to the oufcome of Appeal
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¢) Revised R&M Expenses based on Capitalization

The Hon'ble Commission has provisionally allowed R&M expenses of Rs. 94.67 Cr. at the
time of truing up of FY 2012-13, based on provisionally approvéd closing-GFA at the end of
FY 2011-12 and by multiplying k factor of 2.61% as approved in MYT Order dated July,
2012, - '

While determine .the Kk factor the Hon'ble Commission has followed the methodology given

below:

“4,235 The Commission has determined the -R&M Expenses for each year of the Control
Period, considering the opening level of GFA-as approved by.the Commission for each year
of the Control Period and the K' factor of 2.61% ........

Table 3.8.4.20: Computation of K’ factor as considered by the Hon'ble Commission

Opening Gross Fixed Assets 2,043.23 .2,563.23 2,963.23 3,188.23 1 © 3,388.23
R&M expenses 57.20 . 66,36 77.27 g5.26 ] - 87.21
k factor 2.80% 2.59% 2.61% 267% | - 2.57%
Average 2.61%* )

“*The Cormmission observed that the _K*-factor for FY 2007-08 was Higher than ihe average K ﬁfam
FY 200809 to 2011-12 and an outiier relative lo the trend. Therefore, e Commrss.'an has
determined the value of _K factor for the Control Period on the basis of the average K factor
observed for the Petitioner during FY 2008-09 to FY'2011-12. The Cornmission has thus decided fo

“allow the value of _K 'factor at 2.61% for each year of the Controf Period. (Extract of 'T_'én’ff Order
dated July, 2012) '

It is clarified that the Honble Commission has determined the.“K" factor b'aséd on the
provisionally approved GFA for the First Control Period. As the final truing up of GFA of FY
07-08 to FY 11-12 is also sought in this truing up; hence based on the same “K” factor has

been reworked.

Table 3 1: mputatiqn of revised K’ factor o _ _ (Rs Cr)
‘Particular - - Y 07-08. 3] FY.08-09: =1 FY 09-10":{ FY: FY1ia2-
Opening Gross leed Assets 1,997.33 2,160.37 2,598.08 2,916.67 3,482.57
R&M expenses 57.20 66.36 77.27 85.26 87.21
k factor 2.87% | 3.07% 2.97% 2.92% 2.50%*
Average 2.96%

¥ From the above table it can be seen that R&M expenses are in the range of 2.87% to 3.07% except

for FY 2011-12 in which k factor is exceptionally low i.e. 2.50%. As the k factor for FY 2011-12 was
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relatively véry low than the average k factor form FY 2007-08 to FY 2010-11, hence the same s not
considered for computation of average k factor on the premise which has been assumed by the
Hor'ble Cormmission in its order - ' .
Based on the revised opening GFA & revised K factb'r, the revised R&M expenses for FY 12-
13 works out as follows:

Table :3 8.4.22: R&M

-13 due to capitalization (Rs Cr)

25

A | Gross Fixed Assets 3627.21 3,883.07 | Table 3.8.1.14
B | kfactor 2,61% 2.96% Table 3.8.4.21
C | R&M expenses- how sought . 94.67 114.94 A*B

D | Difference ’ 20.27 | (2)-(1)

E | Efficiency factor : 2.00%

F R&M expenses additional sought . . 19,86 D-D*E

*Tariff Order for FY 2014-15
Adjustment in'Non-Tariff Income
Service Line Charges

The Hon'ble Commission while truing up: the Non-Tariff Income for FY 2012-13; has
considered the entire amount of service charges as available for non-tariff income. The

Relevant extract of the same is given below:-

"2 223 The Commission is of the view that service fine charges were actually réceived by the
utility and deferring certain portion of these charges for future years is 1ot justifiable
in terms of Accounting Standards/principles. Hence, the Commission has considered
the service lines charges of Rs.32.67 Crore as per the audited accobnf,s for FY 201.2-
13, Further, the Commission has considered an amotnt of Rs. 38.?4 .Crore deferred
pertaining to FY 2010-11 (Rs.11.85 Crore) and FY 201 1-12 {(Rs.27.09 Crofe) and
added to non-tariff income in the truing up for FY 2012-13.” o

The Petitioner is hereby respectfully submits that the existing approach as adopted in
previous tariff order is against the approach followed by the Hon'ble Commission since policy

direction peried. In the earlier approach, The Hon'ble Commission treats the service line -

charges as an income over a period of 3 years. Relevant extract of the Tariff Order on ARR
and Tariff Petition of NDPL for FY 2004-05 is reproduced below for reference
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YD the Petitioner has highlighted that in the event of the Conunission disallowing the

charging off the meters as a revenue expense, the Service Line Charges, which have been
" considered as part of the Non-Tariff Income shall need to be treated as a capital receipt. For
- FY 2003-04, the Commission has considered the Non-Tariff Income of Rs 20.30 Crore while
estimating the ARR after treating the Service Line Charges as art income over a period of 3

years.”

Based on the above submission and the different approach followed-for other disoms, the '
Petitioner now requests to the Hon'bie Commission to rectify-the same in line with its earier

approach as adopted up to FY 2011-12,

It is further submitted while chahging the approath for treating service line charges, the
I-_!on’bte Commission has not applied the same approach and treated different approach for
other discoms which is against the set methodology, past practice, MYT order and not

justified.

Revised computation of Service. !iﬁe charges required to be defé{rr{ad from FY 2012-13 is

given below.
Table 3.8.4.23: Revised service line charges to be adjusted from NTI .
: e S T o™ fnstallaeRTof | 1" IRSTAMERES
2010-117 FY2012-13"
Amount to be considered
(based on 1/3“ of Service line 11.85 13.54 10.89; 36.28
charge) —“A"
Amount considered by the
Hon'ble Commission — "B” 11.85 27.00 32.67 /161
Difference now sought
C= B-A 13,55 21,99 35.33
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Working capiial

MYT Regulation, 2011 specify that
"5.14 Working capital for wheeling business of electricity shall consist of,

(a) Receivables for two months of Wheeling Charges.

Working capital for retail supply of electricity shall consist of
" (a) Receivables for two months of revente-from sale of electricity;
(b) Less; Power purchase costs for one month;
(c) Less: Transmission charges for one month; and
(d) Less: Wheeling charges for two month.”

Further the new MYT regulation provided that working capital will be altowed on normative

basis, hence not to be trued-Up.

In this regard, the Petitioner \}vants to submit that working capitél is determined and directly
linked with actual receivables -and power purchase of the Petiéioner rather than projected,
which is based on the concep,tlthat tariff determined for the y.ear is sufficient to recover ARR
for the year and there is no'rqvenue gap; whereas both the coimponents are uncontroliable
in nature hence liable for ‘.trt]ed up on actual basis. The ab.ove methodology is also in

accordance with the MYT order,'

Based on the above, the revised computation of working capitéi is'given below:

Table 3.8.4.24: Computation of working capital

A Annual Revenue Reguiremnent as per Tariff Order dated ' 47 Table 3.91
July 2014 71884 | of O
. ; July,14
B Les_s- Provision far Power Purchase creditors for FY 2010- 26.32
11 included in ARR of FY 2012-13
C Add- Power Purchase provision for FY 2012-13 27.40
D Add- on account of service line charges 35.33
Additional amount sought due to
E capitalizationfoverachievement incentive/revised O&M 294.30
expenses :
1F Receivables for Annual Revenue Reguirement. . 5,049.55 | sum(A to E)
G Receivables equivalent to 2 months average billing — A" 841.59 | F/12¥%2
H Power Purchase expenses {inclusive of Transmission 4,013.01
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charges and provision for Rs 27.40 Cr,, but exdudiAng
provisions of Rs 26.32 Cr) S
1 1/12th of power purchase expenses — "B” 334.42 | Hf12
J Total {G-I) ' ] 507.17
' ) L . Table
K Less- Opening Working Capital 470.60 3.8.1.32
L

Change in working capital for the year ' 36.58 | Jk

Further the workihg capital has to be tonsidered as 100% debt financed in accordance with
the MYT Regulation, 2011 which is subject to outcome of writ petition as the matter is.

already challenged by the Petitioner.

Itis furth_ér clarified that The Hon'ble ATE in Appeal No. 52 of 2008 has already decided that
working capital to be 'a'!!owed in 70:30 debt equity ratio. Based on the Hon'ble ATE
' judgmeﬁt funding og the working capital for each year is considered in 70:30 debt equity
ratio but_ for the purpose of cost of warking capi.tal, the return on equity portion is

considered equal to the cost of debt.

The same i$ reproduced below:

" (vi) The.'ne;xt issue is with reference fo the géqu/t;f component for margin on working capital
requiremert. The State Cornmission has considered the entire Working Capital requirement
by Way"of loan contrary to the norms of debt and equity ratio of 70:30-. The State

Commission refies on Regulation 5.10 but this Regulation would not support the contention |
of the State Commission. The MYT Regu/afions stipufate that Weighted Average cost of
capital, as computed in the Regulation 5.10,. needs to be applied on Regulated Rate Base
which includes the working capital, This ap'an'“, Regulation 5.8 and Regulation 5.9 provide for.

the formula for calculating the Regulated Rate Base for a particular year and for computing .
the return on capital empfdyed by multiplying the- Wefgftted Average Cost of capital with - -
Regulated Rate Base, Under those cfrcumst;?nces, the Delhi Commission Is directed to re-
compute the Weighted Average Cost of capital for each year of the Controf Period, along

with the carrying cost.”

It is submitted that the Hon'ble Commission while determining the working capital

requirement for FY 2012-13 has sought to erroneously consider the Receivables from sale of

"~ Page 156




True up for Earlier Period

electricity as per True up. It is submiltted that the Warking Capital is required to finance the
expensés of the distribution licensee, which are incurrgd by the licensee on the basis of the
ARR approved by the Commission and not on the basis of billed revenue. The Hon'ble
Commiséion further reduced the Billed Revenue by E tax and Deficit Recovery Surcharge.
The relevant extrack of the impugned order is reproduced herein below:

3.249 The Commission has examined the Working capital submitted by the Petitioner which
is based on the O&M Expenses, Power Purchase and revenue submitted in the Petition. The
Commission has recomputed the Working Capital considering the actual power purchase
cost and revenue from sale of electricity approved in the truing up for FY 2012-13. The

approved working capital and change in the working capital are given in the Table below:

Approved Working Capital Requirement for FY 2012-13 (Rs Cr}

W

A Receivables from sdle of electricity _ 4446.44 | Table 3.5
Receivables equivalent to 2 month of revenue from |

i sale of electiicity . . 741 02 A6

c Power Purchase expenses (incl, transmission 2011.93 | Tabe 320
charges) - .

D Power Purchase expenses for 1 Month 334.33 | B1Z

£ Working Capital Requirement 406.75 | B-&2

) . ) . Tarnff order dated
F Less: Opening WOI??{IHQ Capital 234.57 July 31, 2013
LG Change in working capital for Fy 2012-13 172218 EF ..

The difference between .such calculations leads to a deficit in the wprking capital

requirements which will c;atjs,e an adverse impact on the viability of the distribution licensee.

Therefore, the Hon'ble Coknmission is humbly requested to apply the receivable for ARR

while determining the working capital requirement.
Cost of Debt

As per para no 4.21(b}(ii} of MYT Regulation 2011, the Hon'ble Commission shall not true
up the interest rate, if variation in State Bank of India Base Rate as on April 1, 2012, is
within +/- 1% during the Control Period. Any increase / decrease in State Bank of India

Base Rate beyond +/- 1% only shall be trued up.
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fable 3.8.4.25: Movement in Base Rate of State Banl of India

. =12 . 13
A Weighted average Base Rate of SBI 9.65% 9.86%
B Opening Base Rate on 1* April . 8.25% 10.00%
C Closing Base Rate on 31% March 10.00% 9.70%
D_ | % change in weighted average Base rate _ ' 0.21%

From the above table it can be seen that the change in SBI Base Rate is within the limit of
1% +/- hence the interest rate for capex loans/ working capital loans has been considered
as 11.21% and 11.62% respectively as against the interest rates aflowed in Tariff Order
dated July 2012 '

Table 3.8.4.26: Cost of Debt

rking
Interest Rate (as approved in Tariff Order dated July, 2012) 11.21% 11.62%

Truing up of RoCE

As speéiﬁed in the MYT Regulations, RoCE can be determined only after determination of
the _R_e_olulated Rate Base (RRB) for any particular year, and the Weighted Average Cost of -
Capital-.(WACC) for the year. '

Computation of Average Equity & Average Debt _

The summary. of addition in Equity on account of addition in capitalization and Free
Reserve/Equity which has already deployed up to FY 2011-12 is given below. It is further
clariﬁed'.that no adjustment on account of working capital has been made in opening
balance.-.of equity as the portion of equity has already been deployed in the:‘ business before

the a'pplicability of MYT Regulations, 2011 hence eligible for getting return equal to the

return allowed on the equity deployed in the capitalizat?on'.

(Rs Cr)

A Opening Equity 924.30 1,075.99 | Table 3.8.1.34
8 Les‘& Equity deployed in working (70.37) )

capital :

Revised opening Equity towards .
C capital assets . 853.93 1,075.99
D Additions- for Capex ‘ 46.28 80.34 | Table 3.8.4.5
E Closing Equity 900,21 1,156.34 | C+D
F Average Equity 877.07 1,116.16 | (C+E}/2

* Figures as per table 3.80 of Tariff Order for FY 2014-15
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“The summary of addition in Debt/Loan ~ capex up to FY-2012-13 is given below:

(Rs Cr)

Openihg Debt — Capex

Table 3.8.1.27 -

B Additions- Capex Loan Table 3.8.4.5
C Less- Repayment Form F3b

D Closing Debt- Capex 1,210.42 | A+B-C

E Average Debt 1,208.98 | (A-+D)/2

The MYT Regulations, 2011 stipulated tha_t for the purpose of computation of WACC, cost of
debt will be considered 100% debt financed. '

’

1t is further clarified that The Hon'ble ATE in Appeal No. 52 of 2008 has already decided that

working capital to be allowed in 70:30 debt equity ratio.

Based on the Honble ATE

+ judgment 'funding of the working capital for each year is considered in"70:30 debt equity

ratio. It is worth to mention that for the purpose of cost of working capital, the return on

equity portion is considered equal to the cost of debt.

Table 3.8.4.28(ii): Working Capital funding throu

h loan and equity __(RsCr)

|8k
A Approved working capital through Debt 292.21 |
B8 Approved working capital through Equity - !
C Total Approved opening working capital 292.21 | Table 3.8.1.27
Addition for the year
D through Debt -70% of F 25.60
E through Equity -30% of F 10.97
F Adjustment for the year 36.58 | Table 3.8.4.24
G Closing working capital through Debt 317.82
H Closing working capital through Equity 10.97
1 Closing Debt- Working Capital- 328.79 | (C+F)
K Average working capital - Debt 305.01
L Average working capital -Equity 5.49
J Average Working Capital 310.50 | {(C+I)f2

“ 59
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Regulated Rate Base

"For the 2" MYT control per/boi. the return allowed to the Petitioner shall be as per the
methodofogy specified in the MYT Regulations, 201 1. As per Re_g%u/atfon, the return for the
year shall be determined by multiplying the weighted average cost of capital employed to
the average of —Net Fixed Asset for each year. Thds, the return allowed each year is
determined based on the values of assets capitalized (net of depréciaffoh and consumer
contribution) in the respective year. The addition in equity/ free reserves and debt during

each vear of the Control Period is also to the extent of assets capitalized in that year.
Based on the assets capitalization, depreciation, consumer contribution and working capital
for the FY 2012-13, the computation of Regulated Rate Base is given below:

Table 3,8.4.29: Computation of Regulated Rate Base for the period FY 12-13 (Rs Cr)

pproved
— ‘ \ ; Table
A Opening Balance of OCFA 3627.21 3,883.07 38.1.14
Opening Balance of Working ' Table
B Capital 234,57 470.60 38.1.32
Opening Balance of Accumulated Table
¢ Depreciation 1223.71 1’261_'17 3.8.1.22
Opening balance of Accumulated Table
D Consumer Contribution 325.25 389.14 3.8.1.18
E RRB - for the year 2,703.36 | (A+B-C-D)
Investments in capital
F expenditure during the vear 200.88 316.21 | Table 3.8.4.4
Depreciation for the year
G (Including AAD) 123.17 140.7¢ | Table 3.8.4.8
Consumer Contribution, Grants, p '
. H etc. for the year 46.62 48.37 | Table 3.8.4.6
I Change In Working Capital 172.18 36,58 | ol
i ) 138424
3 RRB —.Closing : 2516.09 2,866.99 | E+F-G-H+I1
K AAB (Change in Regulated Base) 187.72 100,10 | (F-G-H)/2+1
L RRB(D 2500.54 2,803.46 | E+]

* Figures as per table 3.84 of 1ariff Order for FY 2014-15
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Determination of WACC

For determining the WACC, the Petitioner has followed the approach addpted in line with the
Hon'ble ATE Judgment dated 28" November, 2014 BESE vs.‘DERC, where the Hon'ble ATE

direct the Commiission to consider the repayment of loans while computing éverage debt.

.Table 3.8.4.30: Co {Rs Cr)
S0 No. | Patticulars.. - “| Nowsoiight | "Remarks;

A | Equity (Average)- capex ' 1,116.16 | Table 3.8.4.27
B Equity (Average)- working capital 5.49 | Table 3.8.4.28(i)
C Debt- Capex (Average) 1,513.99 ) :
E Debt- Capex 1,208.98 | Table 3.8.4.28(i)
F Debt- working capital 305.01 { Table 3.8.4.28(ii)
G Rate of Return on Equity 16.00%
H Cost of Debt 11.29% | Form F3b
I { WACC 13.29%

Considering the WACC of 13.29% for FY 2012-13; Return on capital employed is worked out
. as follows, The Hon'ble Commission has provisionally approved the capitalization in Tariff
Order for FY 2014-15, therefore the Petitioner now sought the difference between the

amount as provisionally approved vis-a-vis now solight based on revised capitalization.

{(RsCr) . .

Table 3.8.4.31: Computation of Return on C
A

: ; : {2y :
A WACC ' 13.29% Table 3.8.4.30
B RRB(i) ‘ 2,803.44 Table 3.8.4.29
C | RoCE .- - 294.06 372.49 A¥B
D Difference now additionally sought E

78.43 (2)-(1)

The Hon'ble Cbmmission in its tariff order dated July, 2014 has approved the additional .
return on éduity of 0.63% on account of AT&C overachievement incentive. The Petitioner in
this petitio.n.i‘s_, seeking revision in AT&C target for second control period, hence the
additicnal return on equity has recomputed. It is further clarified that additional return is
directly linked with Regulated Rate Base, therefore any change in Regulated rate base will
impact the amount of incentive, hence the petitioner is seeking revised true up of AT&C

incentive based on revised RRB.
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Additional Return on Equity due to AT&C overachievement

~ During the FY 2012-13, The Petitioner has achieved AT&C loss target of 10.73%, therefore
entitled for getting overachievement incentive in the form of additional return on equity.

Computation of the same is given below:-

Table 3.8.4.32: Additional Return on Equity due to overachievement incentive

[A- | RRB (Average) : * 2.803.44 | Table 3.84.29 |
] Table 3.8.4.27 &
B Equity (Average) 1,116.16 548 112165 | 1otie 3.8.428(1)
Table 3.8.4.28() &
C Debt {(Average) 1,208.98 305.01 1,513.98 | - 38 4.28(1)
% of Equity 48.00% 1.77% 42.56% | B/(B+Cy*100
Additional Return due . .
E to AT&C 8.19% | Table 3.8.4.15
overachievement . . .
Additional Return due
F | toAT&C MTL| prpg
overachlevement
Return allowed in . _
G. Tariff Order dated 4.68
July, 2014 .
H Difference now sought 93.03 | FG
Income Tax

Regulation 5.32 of DERC MYT Regulations, 2011 specified that Tax on Income, if dny liable
to be paid on the ficensed business of the distribution Licensee shall be limited .to tax on

return on the equity component of cabita! employed.

' Rel‘gavant extracts of the same is given below;

. "5',.32 Tax on income, if any, liable to be paid on the licensed business of the Distribution
lfcensee shall be limited to tax on return on the equity component of capital employed. Any
additional tax other than this shall not be a pass through, and it shall be payable by the

Distribution Licensee jtseff,

5.33 The actual assessment of income tax should take into account benefits of tax holiday,

and the credit for carry forward losses applicable as per the provisions of the Income Tax

Act 1961 shall be passed on to the consumers..”
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Based on the above regulation, the Petitioner has sought additional Income tax of Rs. 17.99
Cr as a tax on return on the entire equity- component of capital employed (i.e. equity
deployed towards capitalization and working cap:ltal).

Table 3.8.4.33: Income tax sought for FY 2012-13
pp_m‘ve'

A | RRB (average) 250054 || - - 2,803.44 | Table 3.8.4.29
B Average Equity
Deployed in Capex 1,116.16 1,116.16 | Table 3.8.4.27
Deployed in working 877.07 Table
capital 548 548 3.8.4.28(ii)
C Average Debt .
Deployed In Capex. 1,208.98 Table
2078.41 1,513.98 | 2:2:4:28()
Deployed in working o 305.01 - T | Table
capital ) 3.8.4.28(ii}
. Average
" £quity/(Average
o,
D | % of Equity 29.68% | 48.00% | 177% | 42.56% | o’ hiorage
o Equity)
E Cost of Equity considered 16.00% 16.00% | 11.62% | 15.98%
F RoE - 118.73 190.63 | A*D*E
Grossed up after Tax rate y )
G @ 20.96% 238.32 | F/(1-tax rate)
H Tax - 29.70 47.69
Income Tax additionally )
1 sought _ , (17.99)

Impact of ATE Judgment dated 28" November, 2013
Financing cost of Power Banking —

In relation to the issue of financing cost of power banking, the Hon’ble Commission in its
submission to the Hon'ble APTEL mentioned that the Banking contracts have to be revenue
neutral in nature and hence if power has been bought under “banking arrangement”, then
the same power will be sold back by the utility with 4% extra power. This extra power that
is soid at the rate at which it had bought power at the first place serves like the financing

cost of the power banked. Relevant extract of the same is given below:

“3.283 With respect to the financing cost of poWer banking, the Commission belfeves that

banking contracts are revenue neutral, The electricity industry follows a practice whereln in




R

o ' True up for Earlier Period _

case of forward/ advance banking, the utility demands additional power @ 4% to be
returned and in case of backward banking, the utility has to return 4% extra power. The
Commission considers the poWer banked in advance by the ulility as energy sale at Rs 4 per
unit because if it.a’oes not consider it then it would be burdening present consumers for
future consumption, which the Commission deems inappropriate. The ulility will be receiving
the power banked along. with 4% additional power in the next year. The <Commission
considers total ppWer réceived as power purchase @ Rs 4 per unft. This allows the ulility
power purchase cost on ?'a’dftiona/ 4% power received by them @ Rs 4 per unit, which is

equivalent to the financing cost of this banking.”

As the Petitioner has not kept the benefit of extra 4% power but offered in the ARR by
reduction of power purchase cost on account of power banking hence based on the above
submission , the Petitioner now seeks the ﬂnancing cost of power banking as computed

below subject to the Judgment of the Hon'ble Supreme Coutt.

(Rs Cr)

Table 3.8.4.34: Computation of impact of power banking

FY 2012-13

67.89

2.72

1.09

.24.00

0.96

0.38 |

Total

67.89

2.72

1.09

24.00

0.96

0.38

(Copy of relevant documents are attached as Annexure A~/ in Volume I of the Pelition)
Expenses relating to Income from other business

Regulation 5.37 of MYT Regulation, 2011 specify- that income from other sources to be
worked out by deducting expenditure from the révenue. Based on the above regulation the
Hﬁn'ble ATE has directed to consider the net revenue (i.e. Revenue minus expenditure in
relation to other Income) to be shared in 80:20 ratio, It is worth to mention that the Hon'ble
ATE in its Judgment dated 28.11.2013 also relies on the aforesaid regulation. Relevant para

in the said Judgment is reproduced below:

“47. Whereas the main Requlation 5.26 has used the words ‘income from other businesses,
2nd Proviso to the section has used the word ‘revenue from such other business. Thus, it

dlear from plain wording of the Regulation 5.26 that ‘income’ is different from ‘revenue:

ag
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Income in main regulation is the profit earned by the Appellant from other business and is
equal to revenue eamed from other business minus the expenditure incurred on the other

business.

8. It is clear from the plain reading of Regulation 5.26 itself that income from other sources

to be worked out by deducting expenditure from the revenue.
49, Aclcordmgly the same is decided in favor of the Appellant’.

3.118 Therefore it is requested that expenses incurred to generate business be allowed by.
The Hon'ble Commission along with additional income tax paid/payable on net revenue on

post- tax basis.

In compliance of the Hon’bie ATE's direction, The Hon'ble Commission has considered net
income of Rs.5.01 Cr in the profit shafing ratio of 80% to consumers and 20% to the
Petitioner in terms of DERC Treatment of Income from Other Business of Transmiission
Licensee and Distribution Licensee Regulations, 2005 and considered Rs.4.01 Cr. t'Q be
passed on to the regulated business and balance Rs.1.00 Cr is to the Petitioners account,
Accordingly, the Commission has reduced Rs.1.00 Cr from the total non-tariff i income. .

Given below is the computatlon done by The Hon'ble Commission

Consultancy "T467
Training 235 |
Distribution
0.63
Assets .
Total Income 7.66
Less: Direct
0.99 A
Expenses
Less: Income
1.67 B
Tax
Net Income 5.01 20: 80 1.00 4.01

ge 165




True up for Earlier Period

From the above table it is clear that the Hon'ble Commission has considered net income
(gross income minus direct ex;:;enses / income tax) on the basis of auditor certificate (copy
attached as Annexure A-8 of the Volume II of the Petition), therefore the ex;ﬁenses of Rs. -
2.66 Cr. that were subtracted should be allowed in addition to petitioner’s share. Given

below is the component wise break up,

Table 3.8.4.35: Arnount of Expenses in relation to other business income to be allowed

separately (Rs Cr)
Audltorcertlﬁcate attached as
Direct Expenses — A 0.99 | Annexure A-8 in Volume 11 of the
Petition *
Income Tax - B ‘ 1.67
Total Expenses (o be allowed separately 2.66 | (A+B)
-Carrying Cost

The Hon'ble’ Commission based on the judgment of the Hon'ble ATE allowed the carrying
cost in the debt: equity ratio of 70:30. The Hon'ble Commission haé allowed the return on

equity in accordance with the clause 5.11 of MYT Requlation 2007."

Clause 5.11-6}’ MYT Regulations 2007 is reproduced below:
5.10....... The return on equity and shall be considered at 16% post tax.

However while allowing the return on equity, the Hon'ble Commission has allowed the

simple 16% return on equity whereas it should have to be considered on pretax basis.

The Hon'ble ATE in its Judgment dated 28th November, 2014 BSES vs. DERC has referred
back the matter to the Hon'ble Commission and directed the Hon'ble Commission to
implement this tribunal judgment reported as 2010 ELR (APTEL) 0891 in Appeal No. 153 of

2009 in letter and spirit. Relevant extract of the same is reproduced below:
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"Reported as 2010 ELR (APTEL) 0891 in Appeal No. 153 of 2009 related to debt/ equity ratio
of 70:30 for financing of the working capital during first control period comprf_smg of FY
2007-08 to FY 2011-12. On the 70% debt portion, the cartying cost has to be alfowed at the
prevalent market rate considering SBI PLR and on 30% equity poh‘ion, the rate of return on
equily as specified by the Delhi Comimission in the MYT Regulation, 2007 has to be allowed.”

Based on the aforesaid submissions and princigﬁle laid down by the Hon'ble ATE, rate of

- carrying cost is revised on pre-tax basis.

Table 3.8.4.3G: Carrying cost rate based on pretax RoE

Sl No. Pa
Equity 16.00%
Tax Rate 20.01%
C | Equity (pretax) 20.00%
D | Debt rate - SBIPLR 14.62% ggg;gid as Annexure A- 9 in Volume I1 of the
E ggrésed Corming Cost 16.23%  [(C*16% +D*70%)/100

LPSC Financing Cost

The Hon'ble Commission in its tariff Order dated July, 2014 has considered the weighted °
average cost of capex and working capital of 9.97% as allowed in MYT Tariff order for the

purpose of computation of LPSC financing cost f_or,FY 2012-13.

1t is worthwhile to mention that LPSC ﬁnancEnQ cost is to be allowed based on the cost of
debt for working capital only. As the Petitioner is seeking the cost of working.ca.bital as
100% debt financed and further entitled to' get tax on the equity portion as pér MYT
Regulations, 2011 therefore for the purpose of computing financing cost the pe'e'titi.o-nér has

grossed up the debt rate by applicable income tax rate for 30% portion of equity.

Based on the above the petitioner is now sought additional amount of Rs. 3.60 Cr.
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Computation of revised LPSC financing cost and impact on AT&C incentive is‘given helow:

cornputagiq_n f __I,',PSC Frinla‘r_a i Cost {Rs Cr)
A LPSC collected {Rs Cr) 25.66
- . 142.56 0
B Principal amount on which LPSC charged | (Rs Cr) Af18%
c Lpsc f!nancmg cost approved by the Hon'ble (Rs CF) 14.21
Commisston
D Fmanc&ng cost based on reyised working capital (Rs C1) 17.81 | B*H
interest rate
E Difference now sought (RsCr) | 3.60 | D-C _
F Cost of Working Capital-70% Debt 1 % 11,62% | Table 3.8.1.26
' 11.62% p.a.
- 9, .
G tR(—je:(turnr;rn Eqmty 30% Equity - grossed up for % 14.53% | (1-tax rate of
- - .| 20.01%)
- . . (70%*11.62%+
4. 0,
H | Welghted Average Rat<.a | %...| 12.49% 300%*14,53%)

Consumers Security Deposits

In line with the APTEL Judgment dated 28" November, 2014 BESE vs. DERC, the Petitioner

is seeking revised carrying cost in 70:30 Debt: Equity Ratio. On the 70% .debt portion, the

prevailing SBI PLR and on 30% equily portion, the rate of return on equity which is further

grossed up for Tax is considered.

It is further submitted that difference between the interest on consumer security deposit
paid/payable and interest computed at equivalent to carrying cost rate are offered in ARR.

Revised computation of the same is given below:

Tabie 3.8.4.38: Re\nsed computatlon of mt est on Co um 3r S ity De osit (Rs Cr)
Average consumer security deposit* 394.27
Interest Rate** 16.23% Table 3.8.4.36
Interest on CSD 63.98 ‘
Less already passed 25.76
Interest on CSD 38.22 C-D
approved in Tariff order July 2014 . 13.55
Difference to be offered (B-A) 24.67 E-F-

* a5 considered by the Hon'ble Commission in table no 59 of Tariff Order dated July, 2013
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Summary of Additional amount now sought for FY 2012-13

Based on the submissions made abo;/e in relation to truing ub of FY 2012-13, the Aggregate
Revenue Requirement for FY 2012-13 will further increased by Rs. 294.30 Cr. Component

wise breakup is given below: -

Table 3.8.4.39: Summary of additional amount now sought as ARR (Rs Cr)
A Employee Expenses . {75.09) | Table 3.8.4.18.G1)) |—
B ARG Expenses | (5.99) | Table 3.8.4,19.(i)
c R&M Expenses - . (19.86) | Table 3.8.4.22
b Power Banking (0.70} | Table 3.8.4.34
E Other Business Income . {2.66) | Table 3.8.4.35
F LPSC ; (3.60) | Table 3.8.4.37
G t Interest on security deposit ' 24.67 | Table 3.8.4.38
H Depreciation . (17.62) | Tahle 3.8.4.8
1 Refurn on Capital Employed (78.43) | Table 3.8.4.31
] Additional Return on-AT&C overachlevement ' (93.03) | Table 3.8.4.32
K Intome tax {17.99) | Table 3.8.4.33
L Additional Aggregate Revenue Requwement now (294.30)

sought .
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True up for Earlier Period

Carrying Cost & Revised Closing Revenue éap

Based on the true up sough-t for (MYT control period' Le. FY 07-08 to FY 11-12), summary of

revised revenue gap along with carrying cost is given below:

ng with Carrying Cost (Rs Cr)

Opening Gap- “"A”

(156.34) T

(Gap)/ Surplus

Less: Adjusted for
Policy Direction 0.60
period . o
Adjusted/Opening
level.of Gap (A-B) | (1557%) | (432.83) | (482.24) | (1,364.17) | (2,567.45) | (4,140.75)
Contingency Reserve )
Adjusted towards
Méeting Revenue 551
Gap e

. *Table
Difference in 3.83.1
carrying cost 4.78% "(24.65) & » Table

3.8.3.3
Sﬁlrp!us/ (Gap) for as d
the year as y approve
apiroved by the (186.66) 94| (69200 | (87649) | (9385)| (312.32) | N
Hoh'ble Commission ' Orders
Surplus/ {Gap) for the year as adjusted further
for iet impact for B " | Table
priot period 29‘?8 3.8.3.2
fof provision for
PP FY 2013-14 (2749)
for service line (35.33) |
charges )
Additional ht i
the petiton (49.66) | (35.19) | (66.64) | (108.20) | (135.36) | (294.30),
. " | Table

Rate of Carrying 1488% | 1495% | 1431%| 14.58% | 16.08% | 16239+ | JOLA9A
: ; ‘ _ 138436
Carrying Cost (40.77) | (63.66) | (123.29)| (264.09) ] (498.87)| (728.87)
Less- Recovery ’ B
through DRRS . i 237.32
Closing Balance of (432.83) | (482:24) | (1,364.17) | (2,567.45) | (4,140.75) | (5,295.82)
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True up of Controllable Exhenses for FY 2013-14

- Operation & Maintenance Expenses
Regu!ation 5.3 bf MYT Regulations, 2011 stipulafe that. the Operation and Maintenance
(0&M) expenses for a licensee shall.include:
(a) Salaries, Wages, pension contribution and other employee costs; —
(b) Administrative and General expenses which shalf also include expense related to raising
of loans;

() Repairs and Maintenance; and
(d) Other miscellaneous expenses, statutory levies and taxes (except corporate income tax).

- Based on the-justification which has already been given for allowance of O&M expenses for
FY 2012-13 the summary of total Q&M Expenses approved by the Commission/ as sought by
the Petitioner for FY 2013-14 is provided in the table below.

(RsCn)

Table 3.18: O&M Expenses

A Employee Cost : 272.36 368.29 | Table no 3.18(i}
B ARG Expenses ) ‘ 49.05 62.28 | Table 3.18(ii)
C R&M Expenses 100.77 124.30 | Table 3.18(vi)
D Total O&M expenses 422,17 ) 554.87 | (A+B+C)
E Efficiency factor (%) 3% 3%

Less: Efficien :
F Tmprovern entq({Rs) . 12.67 16.65 | D*E
G Add; SVRS Pension. 4.01 3.53-| Table 3.18(ii)
H Net O&M Expenses 413,51 541.75 | D-F+G

a)  Employee Expenses ‘ _
The Hon'ble Commission has allowed Rs 264.19 Cr as employee ‘éxpgnse in its Tariff Order
dated July, 2012 against which the Petitioner is seeking Rs 357.25 Cr as employee expenses
for FY 2013-14. - o

Table 3.18(i): Employee Expenses

:2013-14 as
a bythe Hon'ble ema
i commission © o S
A Employee Expenses 272.36 368.29 | Table 3.8.4.18
B Efficiency factor 3% 3%
C Employee Expenses . 264.19 357.25 | A-A*B
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SVRS Related Expenses
The Hon'ble Commission has provisionally aliowed Rs 4,01.Cr as SVRS related expense in its
Tariff Order dated 13th July, 2012. Relevant extract of the same is qgiven below:

<3

"4.197 The Commission provisionally allows the monthly pension provisionally subject to the
“outcome of the Tribunal Order with the condition that any refund/relief provided on this
account to the Petitioner by the Trust will be available for adjustment‘ in the future employee
expenses,” .
Pending the outcome of the Tribunal Order Judgment, the Hon'ble Commission is requested

to true up the same based on actual.

SVRS Pension f 3.53 | Refer Note no 29 of the Audited Financial statement

Administrative and General Exp_enses
The Hon’ble Commission has allowed Rs 47.58 Cr as ARG expense in its Tariff Order dated

July, 2012-agamst which the Petitioner is now seeking Rs 60.41 Cr as ARG expenses for FY
2013-14, |
Table 3.18(iii): A&G Expenses

(Rs Cr)

6228 | Table 3.8.4.19
. 3%
60.41 | AA*B

A8G Expenses
Efficiency factor
A&G Expenses (net of Efficiency)

MW

Repairs and Maintenance Expenses
The Hon’bfe Commission has allowed Rs 97.74 Cr (net of effi ci.ency) as R&M expense inits

Tariff Ordet dated July, 2012, While determine the R&M expenses the Hon'hle Commission
has followed the methodology given below:

“4.235 %‘he Commission has determined the R&M Expenses for each year of the Control
Period, consrdenng the opening level of GFA as approved by the Commission for each year

of the Control Period and the K' factor of 2.61% ........
Ta_b_le 3.18(iv): Com) tmn of K’ factor as con dered by the Hon'ble Commlssmn

fidiirt e triut i Y. 200! :?_FY 2009-10 +FY:2 :
Opening Gross Fixed Assets 2,043.23 2,563.23 2,963.23 -3,188.23 3,388.23
R&M expenses ) 57.20 66.36 77.27 85.26 87.21
k factor 2.80% 2.59% 2.61% 267% | - 2.57%
Average P 2.61%*
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* The Conifssion observed that the _K-factor for FY 2007-08 was Higher than the average _K' from
FY 2008-09 o 20??—12 and an oullier relative to the trend. Therefore, the Commission has
determined the value of K ‘factor for the Control Period on the basis of the average K factor
observed for the Pelitioner during FY 2008-09 to FY 2011-12. The Commission has thus decided to
allow the value of _K factor at 2.61% for each year of the- Control Period. (Extract of Tariff Order
dated July, 2012) ' -

It is clarified that the Hon'ble Commission has determined the “K“ factor based on the
provisionally approved GFA for the First Control Period. As the final trulng up of GFA of FY
07-08 to FY 11-12 is also sought in this petition; I'}ence based on the same “K” factor has

" been reworked.

Table 3.18(v): Computation of revised K’ factor (Rs Cr)
Opening Gross Fixed Assets 1,997.33 2,160.37 2,598.08 2,916.67 3,482.58
R&M expenses 57.20 66.36 771.27 85,26 87.21
k factor . 2.87% 3.07% 2.97% 2.92% “2.50%*
Average 2.96% ’

“Table 3 18(vi): R&M Expenses

* From the above table it can be seen that R&M expenses are in the range of 2.87% to 3.07% except
for FY 2011-12 in Which k factor is exceptionally fow i.e. 2.50%. As the k factor for FY 2011-12 was

. relatively very low than the average k factor form FY 2007-08 fo FY 2010-11, hence the same is not

considered for computation of average k fictor on the premise which has been assumed by the

Hon'ble Commission in its order

Based on the revised opening GFA & revised K factor, the revised R&M expenses for FY 13-

14 works out as follows:

| Particulars | Wzo:f?eigoﬁn:l;spz?:e B tual GFA | Remar
Gross Fixed Assets S 3,858.11 4,199.28 | Table 3.8.4.4
K factor 2.61% 2.96% | Table 3.18(v)
R&M Expenses ) 100.77 124,30 1 A¥B
- efficiency factor 3% 3%
R&M expense {nat of :
Efﬁcieng/‘; ( 97.74 120.57 | C-C*D

Based on the above submission, the petitioner has sought the R&M expenses as mentioned

above. )
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o

Sther‘ Expenses: Truing up of Statutory Levies and"i"axfe‘s, other Miscellaneous

Expenses, other uncontroliable Expenses
A) Statutory Levies

1. License Fees 7

As per clause 12.1, of the Distribution and Retail Supply License, the Petition;er is required to
pay annually 0.05% of “amount billed of previous year as license fees to the Hon'ble
Comimission. Since the same is linked to sales which is uncontrollable and is trued up, the -
license fee {00 needs to be trued up.

Table 3.19(i): Computation of License fee to be allowed on actual basis

A Base year Exp. of License fee (FY 2010-11) 1.35
B Y-0-Y Incremental (%) 8%
C License fee allowed as a part of total A&G Exp. for FY 2013-14 1.70
D Efficiency factor {%) 3%
E Less- amount adjusted towards Efficiency 0.05
F License fee {net of efficiency) approved as a part of A&G 1.64
G Billed Sale for Previous Year — as per P&L accounts 4,935.99
H License fee {0.05%) based on billed Sale of previous year 2.47
I Amount of License fee paid ' 2.47
] Differential amount now sought ) 0.82 I-F

It is worth to mention hére that as per clause 12.4 of the Distribution & Retail Supply
License, the licensee shall be entitled to recover actual license fees paid to the Hon'ble

Commission. The relevant para of the same is reproduced balow:

" The Licensee shall. be entitled to take into account any fee paid by it under this Clause 12
as an expense in the determination of aggregate revenues made In accordance with Clause
24, but shall not take into account any interest paid pursuant to Clause 12.3.” (emphasis

supplied)

Thus, the additional amount spent on this account of Rs. 0.82 Cr may be alfowed as part of
ARR for FY 2013-14.
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B) Taxes {other than corporate Income Tax)
i. Amendments in Service tax as notified in the Finance Act, 2012

It is submitted that the Service Tax rate has been increased to 12.36% from 10.30%
w.e.f 01.04.2012. Further the service tax which was applicable on few services; has
been extended to all services except specifically coveréd in nega!tive list. It shall be
appreciated that the Hon'ble Commission has allowed the above normative expenses
for FY 12-13 onwards based on expenses of FY 11-12 which doesn't include the
impact on account of above changes; hence the.Hon'ble Commission is requested to
allow the same on actual basis at the time of truing up of FY 12-13 onwards being

uncontrollable in nature.

It is submitted that any addition/deletion or new enactment of statutory levy is
totally uncontroflable in the hands of petitioner and is required to abide by the same.
It is further submitted that statutory levies are treated uncontrollable by various

other regulatory bodies like Kolkata, Gujarat, Maharashtra and many others,

The aforesaid amendments as notified in the Finance Act, 2012 have impacted the
Petitioner i two ways i.e. due to change in. service tax rate and introduction of

Reverse Charge Mechanism & Negative List.

i) Increase in Service Tax Rate from '1.4.2012 (TPDDL landed cost has
Increased due to increase in rate of Service Tax):

The impact of the same is clarified through an example

T 10.30% | 10.30
-01-04-2012 onwards 100 12.36% 12.36
Difference 2.06

From the above it is clear that due to change in service tax rate, the landed
cost has increased fron_’n the existing cost of Rs. 110.30 to Rs. 112.36

resulting into increase in value of services by Rs. 2.06 which was not factored

in base value because change in law has happened after the first MYT period
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values. Therefore TPDDL has to bear additional amount Qf Rs, 2.67 Cr. on

‘account of the aforesaid nofification.

i) Intreduction of coﬁcept of Negétive List and Reserve Charge Mechanism {due
to introduction of negative list, services which were earlier exempted from
- applicability of service tax till June, 2012 are now chargeable under service

fax):

St 8o {in 9%
Up to 31.03,2012 100 ! 0% 100.00 %
01-07-2012 onwards 100 12.36% 112.36 %

Difference ‘ : ©12.36 %

From the above it is clear that the landed cost has increased from the
existing cost of Rs, 100.00 % to Rs. 112.36 % resulting into increase in value
of service by Rs, 12.36 %

Based on the aforesaid amendments in Service Tax law, TPDODL has to pay
additional service tax of Rs 1.50 Cr due to Introduction of concept of Reverse

Charge Mechanism,

2. Registration Fees for creating charge due to change in The Registration
Act, 1908 of Delhi

TPDDL vide its letter dated June 3,-2012 (copy attached as Annexure A-11 i'n'Volume IT of
_thé Petition) has informed to the Hon'ble Commission about the change in registration fee
. levied by Delhi Government for registration of mortgage deed executed for the purpose of

p availing credit facilities.

As per the said notification the registration fee which was earlier payable at the 1% of the
consideration amount as per circle rate whichever is higher subject to maximum of Rupees
Rs 50,000/~ has been changed subject to minimum of Rupees one thousand or one percent
of the consideration amount set forth or the value as per the circle rate, which-ever is
higher.

Registration of Mortdage Deed with the Registrar is one of the post disbursement covenants

of availing secured loan and failing to comply with such covenant attracts penalty.
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Incase Regisiration of Mortgagebeed is not executed for the enhanced amount,

there is a penalty equal to 2% of the intérest, therefore, in the interest of

consumers, TPDDL is required to-‘abide by the law and pay the required -

registration fee, being uncontrellable, which shall be pass through in the tariff.

It is to bring to the notice of the Hon'ble Commission that if these charges are
not allowed over base expenses the consu:"‘ners are liable to borne extra interest
cost as TPDDL may opt to pay Registration fee only to the extent of normative
increase allowed by the Hon'ble Commission. The increase in Registration fee is
due to change in law, being uncontrollable in the hands of petitioner and
petitioner is paying this increased fee in the interest of consumers.

It is further submitted that the Hon'ble Commission in its written submission

before the Hon'ble ATE has mentioned that the C‘ammission_ shall allow the

expenses incurred towards registration charges at the time of truing up of the -

expenses, (Refer issue no 26 of Appeal no 171 of 2012 TPDDL vs., DERC)

Due to aforesaid amendménts, to abide by the law being uncontrollable in nature
the Petitioner has paid Rs 0.58 Cr in FY 13-14 for creation of mortgage fee which
" was not part of Base year expenses and to be allowed at the time of truing up.

) Other Miscellaneous Expenses

i. Financing expenses/charges paid for arranging credit facilities

Regulation 5.3(b) of DERC MYT Regulation, 2011 specify that expenses related to raising of
foans will form part of A&G expenses. As the financing charges has not formed part of base
vear ARG expense, therefore the Pefitioner now sought the financing charges on actual

basis.

Further Regulation 5.6 provides for that while providing RoE, all the financing cost shall be

allowed.
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Further to bridge the mismatch in cash flow due to insufficient or non-cost reflective tariff,
the petitioner has ‘been raising-funds through Commercial paper for which certain financing
charges are required to be paid over and above interest. Apart from this, while arranging
loans from lender some finance charges in the form of processing fee or upfront fee etc. has
to be paid by the Petitioner. Hence the Petitioner is respectfully submitting to the Hon'ble
~ Commission to allow these financing charges on actual basis. Since the quantum of loans
varies year to year basis anc{lender to lender basis, hence it is appropriate also to allow

these charges on actual basis.

Further it is submitted that as a Iicenseé, TPDDL is required to make all arrangements to
provide uninterrupted electricity to the consumers, To provide the‘ same, the Hon'ble
Commission at first stage was supposed to create revenue gap as per order of APTEL in OP-
" 1 and national tariff policy and even if created, TPDDL as a.responsibility utifity had made
arrangement to fund the revenue gap so that it can serve the consumers. During the '
process of funding the revenue gap if some charges like processing fee etc. are required to
be paid, which are uncontrolfable in nature despite of hard negotiation, should be allowed as
other expenses in the interest of consumérs. Have these charges not being paid, the utility

would not have been in such a position to arrange the funds and serve the consumers.

Table 3.19(ii): Total amount of Financing charges

Total Financing charges nel of Registration charges ) 1.64

It is respectfully submitted to the Hon'ble Commission to allow an amount of Rs 1.04 Cr on

account of financing charges.

It is submitted that Regulation 4.21(b)(ii) says about working capital that it shall not be
trued up. This regulation does not say anything about finance charges. It .may be
appreciated that due to insufficient or non-cost reflective tariff, drawing power does not
work out equal to the working capital requirement during the year, hence to bridge the
mismatch in cash flow, the petitioner has been raising funds through Commercial paper for
which certain financing charges are required to be paid over and above interest. Apart from
this, while sanctioning the foan to finance the revenue gap and or capex, some lenders

charge some finance charges in the form of processing fee or upfront fee etc. which have to
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be paid though TPDDL always try for best negotiation with lenders but with the given
scenario where Revenue Gap had touched to the level of Rs. 4000 Cr, there are not many
lenders available and whatever best way of funding is available, TPDDL has fo opt for it to

provide regular services fo consumers.

Further Regulation 5.6 states that Return on Capital Employed (RoCE) shall be used to
provide a return to tre Distribution Licensee, and shall cover all financing costs, without

providing separate allowances for interest on loans and interest on working capital.

Further Regulation 5.3(b) states that Administrative and General expenses which shall also
include expense related to rising of loans, hence in view of regufation 5.6 & 5.3(b) TPDDL
has sought ﬁnahcing éharges of Rs. 1.04 Cr as mention in table no 3.19(it} of True up
Petition of FY 2013-14 towards rising of loans. '

It is also clarified that the Hon'ble Commission in its Tariff Order dated July, 2014 has
mentioned that it will allow the ﬁnancing‘cha'r_ges as a part of cost of Debt, but at the time
of éomputing cost of debt did not factored the same and consider the cost of debt as per
MYT order dated July, 2012,

Bdsed on the MYT Regulations, 2011 as explained aforesaid and difficulty to consider the
financing cost as cost of debt, TPDDL hereby again respectfully submit to the Hon'ble
Cornmission to allow these financing charges'o_n' actual basis without making the same as a

part.of cost of debt.

It is to the notice of Hon'ble Commission that if these charges are not allowed over base
expenses the consumers are to borne extra interest cost as TPDDL is always working in the

interest of consumers.

2, Increase in LC charges

The Petitioner has provided Letter of credit as a security mechanism to Gencosf Transco and
for claiming rebate towards the payment made on account of power purchase cost/
transmission charges. For arranging the letter of credit facility (i.e. non- fund based facility)

the petitioner has tied up with various bank and paid commission charges at the time of

"~ Page 179



EIEE

7 EFL True tp for Fy 13-14

opening of the LC for the period for which. it is arranged. The commission charges are
directly linked with the value of Letter of Credit. The value of letter of credit is directly linked
to Power purchase cost and consequentially rebate is taken back by the Hon'ble Commission
for reduct-io'n in ARR.

As per MYT Regulation, 2011 the concept of normative rebate has been introduced.
It is worthwhile to note that Letter of credit is a pre-condition for availing the rebate; hence
the petitioner has sought an amount of Rs.0.59 Cr as LC charges as entire rebate is offered

in the ARR.,

It is further submitied that LC charges are a part of A&G_ expenses which are

allowed on normative basis but LC cliarges are directly linked to Power purchase

" cost which is uncontrollable in nature. Therefore, if the Hon’ble Commission wish .

to allow LC charges as part of normative A&G expense, TPDDL also wishes to
offer rebate in proportion to normative A&G expense and if the Hon'ble

‘Commission wish to take normative rebate on actual power purchase cost then it

is requested to the Hon’ble Commission to allow actual LC Charges. It is a settled

' principle of law that either two component of one issue can’t be on different
" principles. If the rebate is taken on actual basis than LC charges should also be

-allowed on actual basis and if the LC charges are allowed on normative basis as a

part of A&G expense, than rebate should also be taken on normative basis as a
part of ARR. The petitioner can't be ﬂdser on both the fronts. It is clarified that if
the petitioner choose not to provide actual LC required to be provided to

generators/transmitters but on normative basis, in such a scenario, rebate on

power purchase is not available and hence same would not be available for the

purposé of ARR.
Table 3.1_9(iii) Computation of LC charges to be allowed on actual basis (Rs Cr)
-%:io.'

A Base year LC charges (FY 2010-11) 0.83

B 1 Y-o-Y Incremental (%) ‘ 8%

C LC charges allowed as a part of total ARG Exp. for FY 2013-14 1.05

D Efficiency factor (%) 3%

E Less- Amount adjusted towards Efficiency 0.031428

F LC charges approved (net of efficiency) as a part of ARG 1.02

G LC charges Actual 1.6067

H Differential amount required to be allowed 0.59 G-F
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3. Cost of Auditor Certificates .

From the year FY 12-13, the Hon'ble Commission has directed to get the veracity of certain
figures, inforrriatiqn like power purchase cost, Billing Data, Subsidy certificates, cash flow
' certliﬁcates, bank loan details etc. to be certified from the Auditor of the company. TPDDL

has incurred cost towards obtaining these certificates to meet the requirement of the -

Hon'ble Comimission which were not there in the base éxpenses, therefore, TPDDL réquest
. to allow tn‘ese additional expenses Incurred, else the Hon'ble Commilssion may go away
these additiional requirements. |

The Petitioner has incurred an amount of Rs 0,12 Cr towards arranging the certificate

desired by the Hon'ble Commission. As the said expenses are directly linked with .

requirement of the Hon'ble Commission hence the petitioner is respectfully submitted to the
Hon'ble Commission to allow the cost of auditor's certificate of Rs. 0,09 Cr on actual basis

which is the differential amount between base year cost and actual cost,

It is clarified that normative increase in expense is permitted to meet inflation
for same set of requireinent but in case requirement keep on increasing, eithér
additional expenses are required to be allowed to meet increased requirement.or.

normative increase can be " allowed but without any further additional

requirement.

{Rs Cr)

| Particular
Base year — cost of auditor Certificate (FY 2010-11)
B Y-0-Y Incrementat (%) " 8%
C Cost of auditor certificate as a part of total ARG Exp. For * 0.03
FY 2013-14 ’
D Efficiency factor {%) - 3%
E Less- Amount adjusted towards Efficiency 0.00
F Cost of Auditor expenses approved (net of efficiency) as a 0.03
part of ARG '
G Cost of Auditor Cettificate 0.12
H Differential amount required to be allowed ‘ 0.09 G-F

4, Credit Rating fees:

It is worthwhile to note that RBI issued guidelines for implementation of a New Capital
Adequacy Framework in April, 2007 which allowed commercial banks to allocate capital in
relation to the credit risk embedded in their exposures. Credit Risk in this case would be

~measured by the rating assigned to such exposures by external credit rating agencies like

P
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ICRA, CRISIL, etc. The rate of interest charged by the lenders would have been higher, had

the company not got the credit rating done from credit rating agency.

In light of the above, it is requested that differential amount of Rs 0.22 Cr incurred towards
surveillance fees as approved vis-a-vis actually paid be aiiowed as part of ARR for FY 2013-
14, The Hon'ble Commission has recognized the credit rating expenses as additional

expense as the same are directly linked with borrowing cost of the Petitioner.

Table 3.19(v): Credit Rating Expenses
A Base year — Credit Rating Exp. (FY 2010- 11) 0.21
B Y-0-Y Incremental {%) . 8%
C Credit Rating expenses as a part of total A&G Exp. for FY 0.26
2013-14 )
D Effictency factor (%) : 3%
E Less- Amount adjusted towards Efficiency - 0,01
F Credit Rating expenses {net of efficiency) as a part of A&G 0.25
G Credit Rating expenses ~Actual 0.4751
H Differential amount required to be affowed - 0.22 G-F

It is submitted that in the tariff order of July 2014, the Hon'ble Commtsston has disalfowed
extra credit rating fee over and above normative ARG expenses paid by TPDDL on the plea

that credit rating fee forms part of A&C expense, being normative, hence not allowed.

It is submitted -th,at though the revenue gap is not required to be creat'éd as per order of
OP-1 in APTEL: judgmen't and National Tariff Policy but due to non-availability of cost
reflective tariff in previous tariff orders, as indicated in prayer part, TPDDL had to raise fund

to meet revenue gap which has been created by the Hon'ble Commission.

It is submitted that if the Hon'hle Commission wish to allow cr:edit rating fee as
part of A&G expenses being normative, in such a case TPDDL offers not to go for
rating of loans beyond normative limit and the extra burden of interest due to
non-rated loans shall be passed on in tariff which is approx. 2% higher than the

applicable rate of interest.

It is further submitted that if the Hon'ble Commission wish to allow normative
fee of credit rating as a part of A&G expense, then TPDDL reserve the right to
claim rate of interest 2% more than applicable rate of interest and bear credit

rating fee from the normative A&G expenses allowed by the Hon'ble Commission.
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It is submitied that it is not sustainable where TPDDL is working in the interest
of consumers by incurring exira expenses over and above the base line for the
reasons not attributable to petitioner and the same is not allowed. .In such a
scenario TPDDL should be allowed applicable rate of interest had loans over and

‘above normative bhe not rated by credit rating agency

1t is worthwhile to note that RBI has issued guidelines for implementation of New Capital
Adequacy Framework in April 2007 which allowed commercial banks to allocate capital in
relation to the credit risk embedded in their exposqre..Cred.it Risk in this case would be
measured by the rating assigned to such exposure:by external credit rating agencies like
ICRA, CRISIL, etc. The rate of interest chérged is directly linked with the rating assigned by
" credit rating agency and the lenders would have charged higher rate of interest, had the

company not got the credit rating done from credit rating agency.

To avail loans, external credit rallng is required for. as'sessmg the score of credit worthmess

-, of the company. The score of credit worthiness is. uSed as a parameter while determmlng

* the cost of funding. If there is no external credit risk rating, the banks charge higher cost of
debt ultimate'ly impacting the customers. To save thé consumer from higher cost of debt,
the Company has incurred credit rating expenses of Rs 0.48 Cr for the FY 2013-14, out of .
g which Rs. 0.25 Cr has already been allowed as a paif.t of ARG expenses and thereforé the

' _"baiance amount of Rs. (.22 Cr is sought in the Petition.

It is further clarified that in past TPDDL has already informed to the Hon'ble Commission

- . about the consequences for noncompliance of RBI guidelines issued towards CafJEtaI

Adequacy Framework. Considering such consequences and based on cost benefit analysis, it
is requested to allow the credit rating expenses on actual basis as consumer got benefited

by the lower interest.

The Summary of Statutory lLevies and Taxes, other miscellancous expenses as claimed

above by the Petitioner are given below;
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Financing cost of Power Banking

In relation to the issue of financing cost of power banking, the Hon’bte Commission in its

-submission to the Hon’ble APTEL mentioned that the Banking contracts have to be revenue

neutral in nature and hence if power has been bought under “banking arrangement”, then
the same power will be sold back by the utility with 4% ek_tra—power. This extra power that

- is sold at the rate at which it had bought power at the first place serves like the-financing -
cost of the powér banked. Relevant extract of the same is given below:

'3.283 With respect to the financing cost of power banking, the Cominission believes that

banking contracts are revenue neutral, The electricity industry follows a pra.vctf'ce wherein in

case of forward/ advance banklhg the utility .demands additional power @ 4% to be

returned and in case of backward banking, the utility has to return 4% extra power. The
Commission considers the power banked in advance by the utility as energy sale at Rs 4 per
‘unit because if it does not consider it then it would be burdening present consumets for
future consumption, which the Commission deems fnappropriate.' The utility will-be receiving

the power banked along with 4% additional power in the next j/ear. The Commission.
considers total power received as power purchase @ Rs 4 per unit, This éf/qws the utility

power purchase cost on ada&'tfona; 4% power received by them @ Rs 4 per unit, which is

equivalent to the financing cost of this banking.”

As the Petitioner has not kept the benefit of extra 4% power but 'offered"in the ARR by
reduction of power purchase cost on account of power banking hence based on the above
submission , the Petitioner now seeks the financing cost of power banking as computed

below subject to the Judgment imade by the Hon'ble Supreme Court, -

Table 3.19(vi): computation of cost of financing of power banking .

FY 2013-14 | 569.71 22.79 9.12 226.39 9.06 3.62
Total 569.71 22,79 9.12 226.39 9.06 3.62 5.49
(copy of refevant document is attached as Annexure A-12 in Volurne IT of the Petition)
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Table 3.19: Summary of New lmttatwelAddltmnal Expenses ] {(Rs Cr)

Statutory Levis, Taxes etc,

Table 3,19()

A License Fee . 082
8 Change in Service Tax 2.67
' Service tax Notification attached as
C Reverse Charge Mechanism .  1.50 | Annexure A-10 in Volume II of the
Petilion
iD Régistraﬁon charges as per GOI 0.58
notification
Additionaf Expenses now sought
£ Increase in LC charges 0.59 | Table 3.19(iii)
F Cost of Auditor Certificate 0.09 | Table 3.19(iv)
G Credit Rating Fees 0.22 | Table 3.19(v)
H other Financing charges 1.04 | Table 3.19(ii)
Other Expenses — in line with APTEL Judgment
H Power Banking 5.49 | Table 3.19(vi)
Total 13.01

Non-Tariff Income (NTI)

The other uncontrollable parémeter/factor is Non-Tariff Income. The Non-Tariff Income for
the purposes of Truing Up for FY 2013-14 is R$.70.81 Cr as against Rs. 74.28 Cr estimated
by the Hon’bfe Commission in Tariff Order dated 31% July, 2013.

Table 3.20: Non—Tarlff Income for F 13 14

8L No U Particulars “{Rs Cr)is 17 (Rs )i Remarks S
A Other Operatmg Income 139.19 | Note 25 of Audlted Accounts
B Other Income 30.27 | Note 26 of Audited Accounts

Less- Income from other
¢ business {shown separately) (8.31)
D Income 161.51
Less:.Income included in above, not passed for Tariff Determination
E Transfer from capital grants 0.59 | MNote 25 of Audited Accounts
Transfer from consumer o
F contribution for capital 17.47 Note 25 of Audited Accounts
works{only as a book entry) i
Interest/Short term capital gain 077" Note 25 of Audited Accounts
H Interest received due to late 18.86 Note 25 of Audited Accounts
payment on account of Ul
I Service Line Charges offered {4.99) ;\I;g((lgg given below table
K Financing Cost of LPSC 12.22 g"gggg? given below table
L Rebate of power purchase 46.78 Note 25 of Audited Accounts
M Incentive towards Street Light 1.58 gvggzc)g given below table
N Income of Generation Business 0.16 Note given below
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=281 No. | Particulat:

T (Rs O RSO Remarks B e R s

Cash discount/ Misc. emp 93.56

0 Deduction 0.12 Note given below
p Sub- Total 67.59 | D-O
Add — Income from other Source
1@ to be offered to consumers 3.22 ] Table 3.21
R Total non-tariff income 70.81 | (P+O)

Audited Accounts altached as Annexure A-2 in Volume I of the Petition

The items of Incomes not to be considerad as Income for tariff determination are as follows:

d.

Grant/Consumer Contribution:

As the Hon'ble Commission is utilizing the Gross Capital GranE/Consumer, Contribution for

financing of the Capitalization, amortization of the same in accounts is only a book entry

which cannot be treated as Non:tariff_ Income after once taking-t as a capital receipt for

-capex/capitalization financing. The above treatment is in accordance with the principles

accepted and implemented by the Hon'ble Commission in its previous Tariff Orders.

b.

Interest on Surplus Fuﬁ_ds out of Shareholder’s mone&(:

It is submitted that in July 2014 tariff order, the Hon'ble Commission has treated income

arising from surplus funds of shére}holder’s money as non-tariff income which is against the

following principles:

a)

b)

<)

d)

The Hon'ble Commission‘ itself own acceptance in the tariﬁf'- order for FY 05-06 as
reproduced below ' ) . _

The Hon'ble ATE order in appeal no 153/2009, where the APTEL has decided that
interest on surplus funds-but of shareholder’s money is not a part of NTI

Sudden and different approach taken by the Hon'ble Com-mi's‘siCn against the MYT
regulation and precedeﬁt creating uncertainty for 'shareho[ders"

Against the principle of Transfer scheme

a) The Hon'ble Commission itself in the tariff order FY 05-06 has accé;:)ted that

TPDODL in its ARR and Tariff Petition for FY 2005-06 has submitted that the compény
has invested short terms surpluses in the Debt Based Mutual funds and these
investments have been made out of surpluses which have arisen due to the dis-
allowance of ploughing back the entire Return on Equity (which the Company has
been unable to declare as dividend due to inadequacy of Profits After Tax, hence any

interest/dividend on the same shall not constitute non-tariff Income. Relevant extract
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of the Pelitioners submission as mentioned in DERC Tariff Order for FY 2005-06 is

=
=

* given below

b} "The Pelitioner has submitted that the company has invested its short terms
surpluses in Debt Based Mutual funds and these investments have been made
out of surpluses which have arisen due to the dis-allowance of ,:o/ough/hg back
the entire Return on Equity (which the Cbmpan y has been unable to declare as
dividend due to inadequacy of Profits After Tax), any interest/dividend on the
same shall not constitute non-tariff income. "

c) The Hon'ble Commission has upheld the TPDDL contention by considering the .
view that in case the. petitioner distributes the free reserve arising out of return
on ‘equity, not .aliowed to invest in the business as dividend to shareholders, the
company will not earn any income, therefore any interest/ short terrh capital gain
earn-on the free reserve which was not allowed to invest in.the business shall not
be treated as-a part of non-tariff income, hence not considered an amount of Rs

3.36 Cr as nop-tariff income for FY 2004-05.

d) Relevant extract of the DERC Tariff Order for-Fi’ 2005-06 is given below (refer
page no 3-39 of the Tariff Order) -

€) "As regard fo the Pelitioner’s submission ofi treatment of income from
investments mac.j’e out of sur;ﬁ/uses due to the d’s-a//owance of ploughing back
the entire Return on Equity, the Commission agrees W/th the Petitioner’s views.
In case, the Petitioner distributes the free resc%’rves arising out of Return on
Equity not allowed to invest in the business as é’ividend to shareholders, the
Company will .not earn any income. Therefofe, the Commission has not

consfdered income on these investments as part of non-tariff income.”

fy Itis further submitted that based on the above, the Hon'ble commission has not
considered the interest/ short term capital gain as non-tariff Income from FY ,
2004-05 onwards.

Apart from the TPDDL's view upheld by the DERC as mentioned above, It is worth to
mention that Hon'ble ATE also upheld the Petitioner view in its Judgment in Appeal no
153/2009 that interest on surplus funds should be allowed to the company.

o e
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Relevant extract of the same Is given below

" the state commission cannot erode the benefie to be derived by the distribution company
by considering such interest income-as part of non-tarfff income to be deducted from ARR.
Therefore  finding  on this  issue by  state . commission is  wrong.
Interest Income on surplus on account of retail Supp/y tariff except the consumer ‘share in
incentive on overachievement of AT&C losses cannot be dedtcted from the ARR.”

For example relevant extracts of the Tariff-orders are given below; whereas the Honble -
Cormnmission-has not considered interest/ short term capital gain as non-tariff income.

Extracts from the Tariff order for FY 2011-12

Tariff Order for FY 2011-12

“Fable 165; Trued-up Non Taviff Income approved (Rs. Cr)

Non Tariff Income as per au lited accounts 116.39%
Less:

Transfer from capital grants « T 0.29
Transfer from consumer contribution for capital works 4.92
Provision for doubtful debts/ advances 1.10
Gain ont salefretivement of fixed Assets (net} 4,55
Service Line Charges to be defermed in fiture years 8.05
hitterest on Investiment of Contingency Reserve 0.65
Iaterest/Short term capital gain - 5.22

Fariff Ovder for FY 2011-12

4.142 Hence, the Conmmission has approved the amount of Non Tariff Income as- -
stummarised below: :

Table 145: Trued-up Non Tariff Iric'mne approved (Rs. Cr)

Non Tariff Income as per audiled accounts 102,25
Less:
Transier firom cupirtal grans 0.36
Transfer firom consmuer contribution for capital works 7.53
Interest/Short term capital gain 1.2z
Service Line Charges to be deferred in futnre vears . 511
Inferest on Iivestnent of Confingency Reserve (1o be C o123
refinvested in reserves)
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L = - . )
3.171 Hence, the Conunission has approved the amouft of Non Tariff Income as
summarised below: :

Table 37: Trued-up Nen Tariff Income approved by Commission (Rs, Ci)

Non Taiiff Income as per audited accounts 134.82
Lessr 7
- Transfer firom capital grais 238 B
Transfer from conswmer comribution for: capital works 12.01
Provision for doubtfitf debts 7 advances 1o.1S8
Interest/Short terut capital gain 1.58
Service Line Charges to be deferved in fithure years 3.77

Tariff Order for FY 2013-14

*v+| No |Particulars Amount
a Other Operating Income 139.41
Other Income 21.43
1 Non Tariff Income as per.Audited Accounts 160.90

Less: income_ Included in above, not passes
for Tariff determination

a Transfer From Capital grants 0.40
b Transfer from consumer contnbutron for| 14.05
capital works,

c Interest / short term capital gain 11.41

-'Regulation 5.35 of MYT regulations 2011 excludes the income arising from Shareholder’s

fund from being treated as an NTI.

During the FY 13-14, TPDDL has éarned Rs 0.77 Cr on shareholder’s funds invested ‘during

_ different period of the year.

1t is worthwhile to note that the TPDDPL is claiming the carrying cost on revenue gap only
after adjusting the consumer’s share of surplus on account of overachlevement In other
words interest income on the consumers’ share of surplus has already been adjusted while
computing the revenue gap, the.refore carrying cost to that extent has been claimed on

fower side.

It is also to bring to the notice of the Hon'ble Commission that TPDDL has already offered

LPSC amount (i.e. interest on delayed payment surcharge) for the purpose of ARR.
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Further the Hon'ble Commission has already directed TPDDL fo pay interest @ 6% p.a. on
the security deposit to the consumers. The Hon'ble Commission is considering the
differential of carrying cost rate vis-a-Vis interest rate paid on security deposit in ARR; to

that extent any interest income if earned on security deposit has been offered in the ARR.

Therefore the interest income arising out of surplus funds is what is earned after offering all

legitimate dues tothe consumers in the ARR.
¢.  Interest received on late payment of UI -

As per Regulation 10 of the UI Regulations (The Central Electricity Regulatory
Commission (Unscheduled Interchange charges and related matters) Regulations, 2009)
payment of UI charges which enjoys highest priority shall be made within 10
days of the issue of the UL statement by the Regional Power Committee and for
delay in payment beyond 12 days, the defaulting entity shall be Ilabie to pay
interest @ 0.04% per day

During FY‘ 2013-14, TPE;DL has received an amount of Rs. 18.86 Cr on account of late
payment of UI chargeé. In this regard, it is respectfully submitted that the aforesaid amount
was realized as a restult of non-payment by the defaulting constituents resulting in undue
financial hardshlp to the petlt:oner as the legitimate dues of the petitioner towards principal

amount dues and mterest accrued thereon have remained unpaid.

Itis further submitted that till date The Hon'ble Commission does not allowed the LPSC paid
to generators for delay in payment and therefore any LPSC recelved on account delay in

payment of Ul charges IS not offered as Non- Tartff Income.

It'is further submitted that the interest on working capital is allowed on normative basis,
hence any fund deployed from the own resources and interest eamed on it compensates the

normative interest on working capital, not liable to be offered in ARR.
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d. Financing Cost for LPSC

o
™

LPSC is levied on consumers who do not make payment with in the credit period allowed for
payment. This compensates the Utility for the additional interest cost that gets incurred on
the additional working capital requirements due to non-payment for timely payments of

such dues by the consumers by the respective due dates.

L.PSC received by the distribution licensee is treated as Non-Tariff Income under Regg}ation
5.23 of the MYFRegulations and the same is deducted to arrive-at the ARR. Regulation 5.23

provides as follows:

*5,23 All incomes being incidental to electricity business and derived by the Licensee from
sources, including but not limited to profit derived from disposal of assets, rents, delayed
payment surcharge, meter rent (if any), income from investments other than contingency
reserves, miscellaneous receipts from the consumers and income to the licenses business
from the othet"_ Business of the Distribution Licensee shall constitute Non-Tariff Income of

the Licensee.”

The Hon‘b!e’AT‘E in Appeal No. 153 of 2009 has held that the distribution licensee is entitled
to the cost of financing the entiré outstanding principal amount that attracts LPSC at
prevalent market tending rates. The Hon'ble ATE categorically held that “the financing cost
relating to the Iate payment surcharge” must be derived from the “prevalent market lending
rates.” This is lmperatwe because the Petitioner is required to finance working capital

requirement arlsmg out of delayed payment throughout the year,

The Hon'ble’ ATE vide its judgment dated July 12, 2011 in Abbea[ No. 142 of 2009 had held
_that the Petitioner is .entitled to -the compensation for aciditional financing cost of
outstanding 'dués fimited tollate payment surcharge amount at the prevalent market lending
rate_during that period'- keeping in view the prevailing Prime Lending Rate. The relevant

portion of the judgment is reproduced below:

*19.5...
Accordingly, the Appellant is entitled to the compensation for additional

financing cost of outstanding dues limited to late payment surcharge amount at
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the prevalent market lending rate during that period keeping in view the
prevailing Prime Lendmg Rate.”
(Emphasis added)

However, it is submitted that the commission has used the approach that LPSC financing
- cost is to be allowed based on the cost of debt for working capital only. Furth_er MYT
Regulations, 2011 stipulates that working capital should be considered as 100% debt .
financed, therefore the Petitioner is seeking the cost of working capital as 100% debt
-financed and further entitled to get tax on the equity portion as per MYT Regulations, 2011
hence for the purpose of computing financing cost the petitioner has grossed' up the debt

rate by applicable income tax rate for 30% portion of equity.

The financing cost for LPSC is computed as follows:
Tablé__B‘ 20(|)“ Computatlon of financing cost for earnin LPSC

Sl ; UoM i Amount (RS Cr)-
A LPSC earned ] (Rs Cn) 17.53
B Late payrment surcharge rate as prescribed by DERC % 18% p.a.

Principal Amount (i.e. energy & other applicable .
c charges) on which the abogg:r LPSC was Izwed {A/B) (Rs C) 97.38
) Financing Cost Rate* % 12.54%
E Financing Cost (C*D) {Rs Cr) - 1222
F Cost of Working Capital-70% Debt . - 11.62%

11.62% p.a.
G Return on Equity- 30% Eguity - grossed up for tax 14.70% | f(1-tax rate of
‘ - 20.96%)
. LA

H Financing cost Rate | 12.54% ggoﬁ*;ﬁ:%:ﬁ%*

e.  Incentive towards Street Light

It iS respectfully submitted that in order to evolve a performance driven system that the
Hon’ble Commission vide its order dated 22.09.2009 has put up the incentive/disincentive
mechanism for maintaining street lights,

Relevant extract of para no. 20 on page no 9 of the aforesaid order is given below:

"On going through the refevant submission made by the Discoms and MCD/PWD etc, it is

decided that the performance level/ efficiency for the purpose of incentive shafl be reviewed
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dur/ng next control period tiff such time the same arrangement for mcentrve/ disincentive

shall cont/nue as under: .

Between 90-95%

1% of the maintenance cost
_for each perceritage It over
achievemnent from target of

90%

Actual Performance 93%
fncentive 93-90 = 3% -
|

Between 95-97%

1.5% of the maintenance cost
for each percentage in over
achifevement ﬁ"om target of
95%

Actual Performance 97%
Tncentive=5+3 = 8%

Above 87%

2.0% of the maintenance cost
for each percentage in over
achievement from target of
97%

Actual Performance 99%
Incentive =8 + 4 =12%

Performance fess than 90% shall attract disincentive for the DISCOMS according to the

fo//owing table:

1% of the maintenance cost

shortfall to achieve target of
70%

for each perceniage in Actual Performance 83%
Between 80-90% “shortfall to achieve target of | Disincentive 90-83 = 7%
. 90%
1.5% of the mamtenanc‘e cost .
- for each percentage in Actual Performance 77%
Between 70-80% shortfall f‘; achieve targetof | Disincentive =10+4.5 = 14.5%
80% :
29 of the maintenance cost .
Below 70% for each percentage in Actual Performance 60%

Disincentive =25 + 20 = 45%

The incentive or disincentive would not be a pass through in the calculation of the Annual .

Revenue Requiremen't and the payment would be made by the 15" day of the folfowing

month,”

Based on the aforesaid Order, the Petitioner has sought Rs. 1.58 Cr as incentive towards the
maintenance of Street Light. It is clarified that the amount of maintenance charges billed as

appearing in Note No 25 of Audited Financial statements are inclusive of incentive which has

been billed based on better functioning.
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April . 0.1236
May : A 0.1239
jun3 ' ‘ 0.1240
July ‘ 0.1299
August 0.1357
September o 0.1358
October ' 0.0075
November 5 0.2654
December. 0.1365
January ' ' 0.13.66
February . ' 0.1420
March 0.1236
Total Incentive _ 1.5844
“f, Income pertaining to cash discount

Itis submitted that during FY 13-14, TPDDL has earned cash discount of Rs 0.11 Cr due to
early dlscharge of fiability. Further an amount of Rs 0.01 Cr was recovered from empioyees

hence the same is hot offered as non-tariff income.
g. Service Line Charges

Prior to |ssUance of Tariff Order dated July 2014 The Hon'ble Commission has conSIdered
the service:line charges as an income over a. perlod of 3 years. However, while truing up for
FY 2012-13, the Hon'ble Commission has considered the entire amount of service line
chargeé as non-tariff income by mentioningj that deferment of certain portion of these
chargésfor future years is not justifiable in terms of Accounting Standards/ principles and
therefdré, considered the entire amount as nontariff income only for the Petitioner while for
the other two discoms the Hon'ble Commiséion has stay with its earlier approach. Thus, the
approach of applying different set of principle on the same issue creates uncertainty in the
minds of stakeholders and also reduces transparency, consistency of approach and
predictability of tariff determination process. Therefore, adding the whole amount of service

line charges received in a particular year as non-tariff income of that year is an arbitrary

deviation from past practice and hence unjustifiable.
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It is further submitted while changing the approach for treating service line charges, the
Hon'ble Commission has not applied the same approach and treated different approach for
other discoms which is against the set methodo!ogy, past practice, MYT order and not

justified.
" The said issue has already been challenged by the petitioner and till the outcome of decision
of Hon'able APTEL the petitioner has offered the 1/3 amount of the service line charges of

Rs. 9.72 Cr (i.e. 1/3“"of Rs. 29.16 Cr received during the year) as nontariff Income.

(Rs Cr)

Amount o be considered .
(based on 1/3™ of Service line 13.55 1089 - 972 34.16
charge) —“"A” .
ér:%ﬂt Received during FY 14 20171 29.17
Amount offered as service line . 499
charges . )

h. Income from Generation Business

Income pertaining to Generation Division .
It is submitted that during FY 13-14, TPDDL has earned other income of Rs 0.16 Cr from its

generation division.

It is clarified that separate tariff petition for generation division 'is-be'mg filed with the
Hon'ble Commission; hence the same will be offered in tariff petition pertaining to

generation division as per the generation MYT regulations.

Therefore it is respectfully submitted to the Hon'ble Commission to excluded generation

income for the purpose of computation of Non-Tariff Income of Distribution business..
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i. Income from Consumer Sécurity Deposii
Reguilation 5.34 of DERC MYT regulation, 2011 specify that

“Interest paid on consumer secutity deposits shall be based on the rate specified by the
Commission in the “"Delhi Eleciricity Supply Code and Performance Standards Regulations,
2007 and shall be a pass through in the ARR.”

" Regulation 16(vi) of Delhi Electricity Supply Code and Performance Standards Regulations,
2007", specify that

"vi The amount of securiy deposit shall be as per the Regulation 29 or as approved by
the Commission from time to time. The Licensee shall pay interest to the consumer at the
.rate of 6% per annum, of any other rate prescribed by the Commission payable annually on
such deposit w.e.f. date of such deposit in cases of new connection energ/Zga’ after thé date
of this notification or in other cases, from the date of notification of these regulations. The

interest accrued during the year shafl be adjusted in the bill for the first billing cycle of the

ensuing financial year.”

A Opening Balance of security Deposit as on 01.04.2013
LB Closing Balance of security Deposit as on 31.03.2014
-C Average Balance 437.53 | {A+B)/2
i h 1 Annexure A-13 in
D Interest Rate (%) 16.28% | velume I of the
. Petition
E Interest amount 71.23 | CD
Less- adjustment for Interest on Consumer security :
F deposit 28.08
- Refer Note no 29 of Audited Financial Statement
Differential amount of interest offered in ARR for FY
G 2013-14 43.15 | E-F
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Income from Other than Licensed Business

With the objective of creating additional avenues for growth, sharing of knowledge & best
practices across utilities, and most importantly; in line with its strategy of providing power at
competitive rates to -con:'sumers, TPODL is exploring the possible avenues for revenue

growth through various activities in addition to Distribution of power to consumers.

TPDDL has built up considerable expertise in various areas relating to change management,

business processes reengineering, implementation of IT Solutions, etc,

TPDDL has earned Rs 8.31 Cr from other than licensed business. Breakup of the same is

given below;

{a) Training (Rs 0.34 Cr), which includes training to outsiders (Programme covered —
APDRP, Drum’ Training etc. provided to Employees of other state utilities).

{b) Optimal utilization of Distribution Assets (Rs 0.76 Cr); and

()] Consultancy (Rs. 7.21 Cr) which includes consultancy relating to Data porting,
Service- Development of software application wherein, §ubstantial amount of

expenses are incurred by Petitioner towards travelling expenses.

The Hon'ble Commission vide its letter dated May 25, 2007 has clarified that the income

from other business shall be shared on net of expenses basis.

It is further submitted that the Hon'ble ATE in Appeal no 14/2(_)1'2' hés also upheld that
income from other businéss should be allocated net of expenses incurred to earn the income

from other business. For ready reference the same is reproduced below:

47, Whereas the main Requlation 5,26 has used the words ‘income from other businesses,
2nd Proviso to the section has used the word ‘revenue from such other business. Thusi it
dlear from plain wording of the Regulation 5.26 that income’ is different from ‘revenue’,
Income in main regulation is the profit earned by the Appellant from other business and is
equal to revenue earned from other business minus the expenditure incurred on the other

business.
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8. It is clear from the plain reading of Regulation 5.26 itself that income from other sources

to be workell oul by deducting expenditure from the revenue.
49. Accordingly the same is decided in favor of the Appellant”.

It is submitted that though the Hon'ble Commission” has taken the entire 80% of revenue
generated from other business, but has not allowed Income Tax separately on the same as
the revenue from other business is benefiting consumers and revenue has been generated
additionally for the benefit of consumers. Any associated tax expense on additional revenue
generated for the benefit of consumers should be aliowed and burden on the same should
not erode 16% assured RoE of shareholders as additional net revenue is for the benefit of
consumers and not detrimental to the intérest of consumers, Therefore, it Is the contention

of the Petitioner that Income Tax @ 20.96% on'Rs. 8.30 Cr { on grossed up basis Rs, 2.20
| Cr) on additional revenue should have been allowed separately over and above Income Tax

on RoE of Distribution business.

It is submitted that where there was optimal utilization of Distribution Assets, the Petitioner
itself is submitting before the Ld. Delhi Commissio'n_ that the revenue from the same should
be considered in the ratio of 80:20. However, With regard to Training and Consultancy
activity the Petitioner is claiming the revenue to:be divided in the ratio of 50:50. The primary

reasons for claiming sharing at the ratio of 50:50 was that:

{a) . In case of Training and Consultancy g’here was no utilization of distribution assets
. and other income has been generated purely for use of distribution business
manpower for which normative Establishment expenses are allowed. Even though

the other income from Training and Consultancy had not been generated (or
realized), Distribution manpower expenses would have been allowed on normative

basis. Therefore, Distribution business manpower has worked in the interest of

consumers by generating extra revenue.

{b) In case the sharing is allowed in the ratio of 50:50 the same will also cover, apart
from direct expenses, unallocablefindirect expenses like printing and stationery,
telephone and other A&G expenses of Petitioner as Petitioner was not claiming the

expenses separately.
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The Hon'ble Commission in its Tariff Order dated July, 2012 has directed the Petitioner to

float a separate subsidiary - for conéultancy sarvice. The Petitioner has constituted its

subsidiary “NDPL INFRA Limited” for the consultancy husiness however as there are certain

pre-requisition conditions (i.e. Minimum Net Worth, Turnover eftc.) to be met for

participation in tenders and NPDL Infra Limited being a new ‘entity does not qualify for the

same, hence TPDDL is bidding for consultancy business with the objéctive of benefiting fhe

TPDDL consumers as share of consuftancy income is adjusted against the ARR.

It is submitted that based on the above justifications, the Hon’ble Commission is requested

to allow sharing of other business income as explained above and computation given below:

Table 3.21;

(A) Consultancy

Consultancy Incorie 7.2076

Training Income 0.3441

Sub Total 7.5517

Less: Income Tax (i.e. on Grossed up hasis) 2.0026

Net Revenue (A) 5.5491

(B) Distribution of Assets

Distribution of Assets 0.7550

Less: Income Tax (i.e. on Grossed up basis) 0.2002

Net Revenue (B) 0.5548 _

Sharing of Income from A above - 50:50 2.7746 2.7746
Sharing of Income from B above 80:20 0.4438 0.1110
Income Tax to be paid by petitioner ' 2.2028
Total (Rs Lacs) 8.3067 3.2184 5.0883
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Capitalization and capitai expenditure

Based on the receipt of EI certificate for capitalization, the Gross Fixed Assets for FY 2013-
14 is works out as follows:
Table 3.22: Gross Fixed Assets

A Opening Balance 4,199.28 | Table 3.8.4.4
Bi Capitalization out of CWIP prior to 01.04.2007 : 0.12 | Table 3.22()
B2 Capitalization out of CWIP after te 01.04.2007 . 387.10 | Table 3.22(ii)
B Tota! Capitalization during the year 387.22 | Table 3.22(if)
C De-Capitalization* .

D Closing Balance 4,586.50- | (A+B-C)

E Average Fixed Assets 4,392.89 | (A+D)/2

*Pending the final true up of capitalization of assets, no retirement has been considered
Capitalization

The actual Capitalization of fixed assets (D:stnbutlon business) as'per books of accounts for
FY 2013-14 Is as follows (Refer Annexure A-2 in volume II of the Petition):

Table 3.22(i): Detaif of Actual Capitalization _

+ apitalization as per Audifed Accounts ‘ 342.97

Less- Generation Capitalization * L : :

Distribution Capitalization ) 342.97
However the Hon'ble Commission has censadered the capitalization based on the receipt of

Electrical Inspector (EI) certificate, which means the year in which EI certificate Is received
. has been considered as year of capitalization. Year wise detail of receipt of EI certificate is

given as follows:

. Table 3.22(ji): Detail of Actual Capitalization _ Rs C
FY 05-06 8.13 0.03 8.10
FY 06-07 16.29 0.00 16.29
FY 07-08 12.83 0.09 12.74
Capitalization Prior to
01.04.2007 — "A” 37.25 0.12 37.13
FY 08-09 : 15.00 0.14 14.86
FY 09-10 : 11.48 0.08 11.40
FY 10-11 3.87 . 0.01 3.86
FY 11-12 29.29 13.51 15.78
Capitalization 1*"MYT ,
Period - “B” 59.63 ‘ 13.74 45.89
FY 12-13-"C” 60.37 38.06 22.31
FY 13-14 -"E" 342.97 122,18 | 213.12 7.67
Total Capitalization -
(A+B+C+D+E) - 387.22
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Financing of capitalization
. The Honble Commission in its MYT Regulation, 2011 has allowed the financing of
capitalization based on Debt: Equity ratio of 70:30. Based on the same financing for FY13-14

onwards works out as follows:

ncing of Capi

A Total Capitalization 387.10 | Table 3.22
B Consumer Contribution 89.87 | Table 3.24
C Balance Capitalization 297.23 | A-B

D Loan . 208.06 | 70% of C
E Equity , 89.17 | 30% of C

Consumer Contribution/Grant

MYT Regulation stipulated that for the purpose of computation of Regulated Rate Base,
consumer contribution corresponding to the amount of assets capitalized has to be
deducted, '

As the capitalizat'ion' has been considered based on EI cértiﬁcate received, ‘therefore the
correspending consumer contribution based on EI certificate received has -béen computed.
Further capitalization® of consumer contribution has been broken into two parts for the
purpose of computation of financing, as the Hon'ble Commission has already u.sed constmer
contribution as a m-_eans of finance on receipt basis in policy direction 'pe:riod towards

financing of capital ex-penditure incurred till FY 2006-07.
Breakup of the same _fo'r the purpose of financing of capitalization is given below:
1. Received prior to 01.04.07

2. Received after 01.04.2007

Based on the above, the consumer contribution works out as follows:

Table 3.24:_C_onsumer Contribution/grants ) {Rs Cr)
- §1.:No, | Particiilars FY.2013-1 emaric

A Opening Balance 437,51 | Table 3.8.4.6

Bi Capitalized out of Opening till 31.03.07 0.16

Capitalized out of Consumer Contribution received aft

B2 |t tribut ved after 89.87

B Addition during the year . 90.03

C Closing Balance 527.54 | (A+B)

D Average Consumer Contribution 482.53 | (A+C)/2




AR P B, ' True up for FY 1.3-14

Depreciation (itet of consumer contribution)

As per MYT Regulations,

“Depreciation shall not be allowed on assets funded by any capital subsidy / arant.” -

Basetton the above, the Hon'ble Commission is allowing the depreciation on net fixed assets
i.e. Gross Addition — Consumer Contribution/capital subsidy/grant. For the purpose pf
computation of final depreciation to be claimed as a part of Annual Revenue Requirement,
first depreciation is computed on Gross Block of Assets and average depreciation rate is—

worked out which is applied on Fixed assets (net of consumer contribution).

Table 3.25: Computation of Average rate of De reciation' on Gross Fixed Assets (RsCr)

A Average of Gross Fixed Assets 4,392.89 | Table 3.22
B Depreciation 171.65 | Form F2a
C Average Depreciation Rate L 3.89% | B/A*100

Considering the above depreciation rate, computation of Dépreciation on Average Assels | .'

(net of consumer contribution/grants) is given below:

on Net Fixed Assets

T_ab_lg_a 3.26: Depr

No., | e

A Opening Assets (Net of Consumer Contribution) - 3,761.77

8 .] Closing Assets (Net of Consumer Contribution) ) 4,058.96

C. " | Average Assets . ) 3,910.37 | (A+B)/2

D Average Depreciation Rate . 3.89% | Table 3.25
E Depreciation (Net of Consumer Contribution) 152.26 { C*D

ets (RsCr)
Opening Batance 1,401.96 | Table 3.8.4.9

B Addition during the year 152.26 | Table 3.26
C Impact of De-capitalization* ' : ‘
D Closing Balance 1,554.22 | (A+B-C)

*Pending the final true up of capitalization of assels, no retirernent has been considered

Table 3.28: Utilization of depreciation (Rs Cr)
8l Particulars S ' R oV Srmiie FY 201314 Remark oo T R
INo T e e e T e o R R L

A Depreciation 152.26 | Teble 3.26

B Utilized for Debt repayment 152.26
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Advance Against Depreciation (AAD)

The -Hon'ble Commission specify that AAD is dependent on the toans and depreciation and
since both these parameters are subject to True-Up at the end gf the respective year of the
Control Period; hence the AAD has to be trued up at the end of tireTespective year of the
Control Period. ' )
Based on the above, revised computation of AAD is given below:

Table 3.29: Advance Against Depreciation ‘ : —{Rs Cr}
A 1/10th of Loan(s) - A - 223.13
B Repayment of the Loan(s) as consndered for working out 203.33 | Form F3b
Interest on Loan - B
C Minimum of A and B T T 203.33
D t??;a r?sepreaataon routed during the year for repayment 152.26 Table 3.26
E Excess of Min (A,B) over Depreciation . 51.07
£ Cumulative Repayment of the Loan(s) as considered for | 1.110.04
working out Interest on Loan (C) , N
G Less: Total Cumulative Depreciatiah 1,554.22 | Table 3.27
H S:aprrseaahon Conslidered for Capex & WC in Previous 3783
I Cumulative Depreciation considered for AAD (D) 1,175.90
J | Excess of (C) over (D) D* L ' (65.86)
K Advance Against Deprediation {Miriimum of C & D) -

*subject to the outcome of appeal pendmg w:th the Hor'ble Supreme Cour

Working capital
MYT Regulation, 2011 specify that

"5.14 Working capital for wheeling business of electricity shall cOns';.ist of
{(b) Receivables for two months of Wheeling Chargés
Working capital for retail supply of electricity shall consist of
(a) Receivables for two months of revenue from sale of electncety,
(b) Less: Power purchase costs for one month;
() Less: Transmission charges for one month; and

(d) Less: Wheeling charges for two month.”

Further the new MYT regulation provided that working capital will be allowed on normative

basis, hence not to be trued up.
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In this regard, the Petitioner wants to submit that working capital Is determined and directly
linked with actual receivables and power purchase of the Petitioner rather than projected,
which is based on the concept that tariff determined for the year is sufficient to recover ARR
for the year and there is no revenue gap; whereas both the components are uncontrofiable
in nature hence liable for trued .Up'on actual bésis. The above methodology is also in

accordance with the MYT order.

Based on the same, the revised computation of working capital is given below:

Table 3.30: C -

iSL N cular Amount (Rs Cr)

A Receivables for Annual Revenue Requirement _ 5,612.94
B lljirlalcl:%vables equivalent to 2 months average 935.49 | A/12%2
C Power F_’ur_chase expenses {inclusive of 4,459.53

Transmission charges)
D Less: 1f12th of power purchase expenses - 371.63 | Cf12*1
E Total 563.86 | B-D
S e : Table

F Less-_Opemng Working Capital 507.17 3.8.4.24
G

Change in working capital for the year -+ 56,69 | E-F

Further the working capital has-_fo- be considered as 100% debt financed in accordance with
the MYT Regulation, 2011 which is subject to outcome of writ petition as the matter is

already challenged by the Petitioner.

Itis further clarified that The Hon'ble ATE in Appeal No. 52 of 2008 has alréady decided that
working capital to be allowégl in 70:30 debt equity ratio. Based on the Hon'ble ATE
judgment funding the working capital for each year is considered in 70:30 debt equity ratio

but for the purpose of cost of working capital, the return on equity portion is considered

equal to the cost of debt.

d § Work' g Capita

A Approved working capital through Debt 317.82 Table 3.8.4.28(ii)
B Approved working capital through Equity 10.97 Table 3.8.4.28(i)
C Total Approved opening working capital 328.79 | (A+B)

Change for the year
D through Dabt -70% of F 39.68
E through Equity -30% of F 17.01
F

Total 56.69 | Table 3.30
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5 | Closing working capital through Debt 357.50

H Closing working capital through Equity ) 27.98

I Closing Debt- Working Capital 385.48 | (C+F)

K Average working capital - Debt . 337.66

L Average working capital -Equity 19.48 -

J Average Working Capital 357.13 | (A+I)/2

Cost of Debt

Cost of Debt- Based on Approved Capex Loan

As per para no 4. Zl(b)(il) under True up of MYT Regulation 2011 the Hon'ble Commission -
shall not true up the interest rate, if variation in State Bank of India Base Rate as on Apiil 1,
2012,_ is within +/- 1% during the Contral Period. Any increase [ decrease in State Bank of
India Base Rate beyond +/- 1% only shall be trued up.

Table 3.32: Movement in Base Rate of State Bank of India

A Woeighted average Base Rate of SBI 9.65% " 9.82%
B | Opening Base Rate on 1% April '8.25% | 9.70%
C | Closing Base Rate on 31 March 10.00% 10.00%
D % change in weighted average Base rate S 0.17%

From the above table it can be seen that the change in SBI Base Rate is within the limit of
1% +/- hence the interest rate considered for capex loans-availed other than policy direction

period are taken as per Tariff Order July, 2012,

Cost of Debt for approved capex loans for FY 2013-14 is considered as 11.21% and cost of
working capital which has to be considered as 100% debt in MYT Regulation, 2011 are
taken as per Tariff Order July, 2012, the same are subjeét to true up of + 1% in SBI Base
Rate. ' ’
Table 3.32(1):

Int est Rate con51dered for FY 2013 14
FY 2013 14

apex

Weighted average Base Rate of SBI 11.21% 11 62% )
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Truing up of RoCE

EN
-

As specified in the MYT Regulations, RoCE can be determined only after determination of :
the Regulated Rate Base (RRB) for any barticular year, and the‘Weighted Average Cost of
Capital (WACC) for the year, ' i

Regulated Rate Base

"For the 2@ MYT control period, the return allowed to the Petitioner shall be as per the
methiodology spec/f fed in the MYT Regu/ations 2011. As per Reguiation, the return for the .
year shall be determmed by multwfymg the weighted average cost of capital employed to
the average of —Net Fixed Assef for each year. Thus, the return allowed each year is
determined based on the values of assets capitalized (net of deprediation and consumer
contribution) in the respective year. The addition in equity/ free reserves and debt during

each year of the Control Period is also to the extent of asset,.-; capltalized in that year.

“Based on the assats capitalization, depreciation, consumer contribution and working capital
for the FY 2013 14 the computation of Regulated Rate Base is given below;

Table 3.33: Co 1putation of Regulated Rate Base for the penod FY 13-14 _(RsCr)
i FY 13-14 '
RRB : Base Year _
A Opening Balance of OCFA . 4,199.28 | Table 3.8.4.4
B Opening Balance of Working Capital B ' 507.17 | Table 3.8.4.24
C Opeéning Balance of Accumulated Depredation 1,401.96 ¢ Table 3.8.4.9
Opening balance of Accumulated Consumer
D Contribution ( in proportion of OCFA to total ‘ 437,51 | Table 3.8.4.6
OCFA + CWIP + Stores) ]
E RRB opening ) 2,866.99
RRB - for the year T
G \I/r;e;stments in capital expendlture during the ‘ " 387.22 | Table 3.22(i)
H Depreciation for the year (Including AAD) ' 152.26 | Table 3.26
I Consumer Contribution, Grants, etc. for the year 90.03 | Table 3.24
] Change in Working Capital 56.69 | Table 4.30
K RRB - Closing ‘ 3,068.61
L AAB (Change in Regulated Base) 129.15
M RRB(i) 2,996.14 |
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Computation of Average Equity & Avefage Debt
The summary of addition in Equity and Free Reserve for the FY 2013-14 is given helow:

Table 3. 34(1) Eqmtv

8l No S Particulars © el RN 2013 e =
A QOpening Equity 1,156.34 Tab|e 3 8.4.27
B Additions- for Capex . 89.17 | Table 3,23
C Ciosing Equity - . 1,245.50 | (A+B)
D Average Equity 1,200.92 | (A+CY/2

The summary of addition in Debt/Loan for the FY 2013-14 is given below:

Tabfe 3. 34(ii): Debt/ Loan Capex

i ‘Particula; S FYi2013:34 5
A Opening Debt - Capex 1,210.42 | Table 3.8.4.28()
B : Additions- Capex Loan 208.06 ¢ Table 3.23
C " -} Repayment : 203.33 | Form F3b
D Closing Debt- Capex 1,215.15 | (A+B-C)
E Average Debt 1,212.79 | (A+D)/2
Table 3.34(iii): Average Working Cagital (Rs Cr)
GisliNo cular : - BT P PEr
A Opening working capital 328 79 Table 3,30
B Addition- Working Capital . 56.69 Table 3.30
C Closing working Capital 385.48 {A+B)
D

Average working capital . ’ 357.13 (A4+C)/2

‘Determination of WACC

For determining the WACC, the Commission has followed the methodology specified in MYT
Reguiations, 2011. Debt to equity ratio has been considered on the average values of debt

and equity (including free resejrv'e:s) approved by the Commission for funding of the asset

capitalized. )
Table 3. 35 Computat:on of WACC (Rs Cr)
HESLINE - SParticulars R ki S FY 20314 | s Rematk i
A Equaty (Average) . 1,200.92 Tab[e 3.34(|)
. Table 3.34(ii) + Table
B Debt (Average) . - 1,569.92 33100)
C Rate of Return on Equity ] 16.00%
D Rate of Return on Debt 11.30% | Form F3b
E WACC ‘ ' 13.34% | (A*C+B*D)/(A+B)
Table 3. 35(|) Computatlon of Return on Capltal Emp!oyed (Rs Cr)
SkNo.- SR T =5FY 201314 [ Remarke T T
A WACC 13.34% Tabfe 3 35
B RRB(i} 2,956.14 | Table 3.33.
C RoCE 399.65 | A*B
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Additional Return due to overachievement of AT&C incentive

During the FY 2013-14, the Petitioner has achieved the AT&C Target of 10.35%, therefore
entitled to get overachievement incentive in the form of additional return on equity.

Computation of overachievement incentive is given bhelow:

Table 3.35(ii): overachievement incentive sought for FY 2013-14

g
A RRB {Average) 2,996.14_ Table 3.33
B Equity (Average) 1,200.92 19,47 1,230.40 | Table 3.34(i) & Table 3.31
C Debt (Average) 1,212.79 337.65 1,550.44 | Table 3.34(ii) & Table 3.31
b % of Equity 44.04% |. .
E Additional Return 7.95% | Table 3.6
F Additional Return 104.95 | A*D*E
Income Tax

Regulation 5.32 of DERC MYT Regulations, 2011 specified that-Tax on Income, if any liable
to be paid on the licensed business of the distribution Llcensee shall be limited to tax on

return on the equity component of capital emptoyed
Relevant extracts of the same.is given befow;

"5.32 Tax on income, if any, liable to be paid on the licensed business of the Distribution -
Licensee shall be limited to tax on return on the equity component of capital employed. Any
additional tax other than this shall not be a pass through, and it shall be payable by the
Distribution Licensee itself,

5.33 The actual assessment of income tax should take into account benefits of tax holiday,
and the credit for carry forward losses applicable as per the provisions of the Income Tax
Act 1961 shall be passed on to the cohsumers..”

Based on the above regulation, the Petitioner has sought Inconme tax of Rs. 55.75 Cr asa
tax on return on the equity component of capital employed against the | income tax of Rs 31

Cr approved by the Hon'ble Commission in its Tariff Order dated July, 2013,

 Page 208




AL

FACA TP R UL

frue up

forFy 1:3-i4

TabIe 3 36 Income tax ‘;ought for FY 2013 i4

o Part;culars g Amount (Rs Cr) Aoy Remark e
A RRB (Average) 2, 996 14 Tab!e 3.33
B Equity (Average)- Capex 1,200.92 1,200.92 | Table 3.34(i)
-Equity (Average)- working .
Capital 19.48 19.48 | Table 3.30(i)
C Debt (Average)- Capex 1,212.79 | Table 3.31
Debt (Average)- Workfng 1,550.45 -
capital 337.66 Table 3.34(i)
Average
. Equity/{Average
0, 0
D % of Equity 49.75% 5.45% 44.04% | oo T erage
Equity)
E Rate of Return on Equity 16.00% 11.62% 15.93% | A*D*E
G Return on Equity 210.22 | F/(1-tax rate). .
G - | MAT / Income Tax Rate 20.96% '
H Income Tax 55.75 | G-F

Base’cf an the submission made above for truing up of FY 2013-14, the Aggregate Revenue

Requirement comes to Rs. 5,612,94 Cr Computation of the same is given below: -

Table 3.37: Summa

y of Aggregate Revenue Requirement

(Rs Cr)

A Power Purchase Cost 3,505.83 4,118.24

B . Inter-State Transmission Charges 321.35 299.33

C | Intra-State Transmission Charges 152,85 138.16

b Less- Normative Rebate 96.56 96.21 .

E -| O&M Expenses 413,51 541.75 | Table 3.18

F *| Other statutory levies/New initiatives - 13.01 | Table 3.19

G Depreciation 128.40 152.26 | Table 3.26

H Return on Capital Employed - 310,51 399.65 | Table 3.35(i)
Additional Return on Capital .

! employed- AT&C overac?}ievement 104.95 | Table 3.35(i)

J "| Income tax 3101 55.75 | Table 3.36

K Less: Non-Tariff Income 74.28 70.81 | Table 3.20

L Less: Interest on CSD 43.15 | Table 3.20(iv}

M Aggregate Revenue Requirement 4,692.62 5,612.94

Table 3.38: Revenue avaifabfe} towards ARR for FY 2013-14

e - Rarticula ubmissioi

A Total Amount Realized 5611, 42

B Less- 8% DRRS 390.70

C Less: Electricity Duty 232.22

3] Revenue Available for Expenses 4,988.50 | Table 3.4
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Revenue Surplus /(Gap) for FY 2013-14

Against the Revenue Surplus of Rs 477.94 Cr as estimated by the Hon’ble Commission, there

is revenue gap of Rs 624.44 Cr computation of the same is given below:

Table 3.39: Computation of Revenue Gap of FY 13-14 (Rs Cr)

A Revenue Available 5,170.56 4,988.50 | Table 3.38
B Revenue Reguirements 4,692,62 5,612,94 | Table 3.37
C Revenue Surplus/{Gap) 477.94 (624.44) | A-B

Carrying Cost & Closingj Revenue Gap

The rate of carrying co_st'for FY 2013-14 has been considered based on the Hon'ble ATE
Judgment dated 28" Nb_vémber, 2014 BESE vs, DERC where the Hon'ble ATE has decided
the matter in favour of the Appellant in line with the aforesaid judgment the Petitioner is
entitled on the 70% debt portion, at the prévatent market rate considering SBI PLR and on

30% equity portion, the' rate of return on equity.

Based on the above carrying cost rate and Closing revenue gap for FY 13-14 is computed
below: . |

Table 3.40: Computation of car

ing cost & closi_r_lg‘Revenue Gap for FY 2013-14

o = (RsCr})
A Revised Opening Gap ] (5,295.82) | Table 3.8.4.42
?g:; Revenue Gap sought for the (624.44) | Table 3.39
Annexure A-13 in Volume 11 of the
. 0,
C Carrying Cost Rate 16.28% Petition
D Add: Carrying Cost {913.03) | (A+Bf2)y*C
E Less- Realization from Deficit recovery 390.70
surcharge ] .
F Carrying cost net of DRRS (522.33) | D-E
; : ]
G Ciosmg Revenue Gap (including (6,442.58) | A+B+F
carrying cost).
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