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Case No. 20 of 2005

In the matter of
Approval of Rate of Power Purchase by M/s. Tata Power Company Ltd
from Southern Region.

Dr Pramod Deo, Chairman
Shri A. Velayutham, Member
Shri S.B.Kulkarni, Member

ORDER
Dated: 5™ O ctober, 2005.

1. The Commission convened a meeting with the concerned Licensees in the Sae on
24" August, 2005 to discuss the roadmap for power supply and demand management in the

Mumbai sydem, the short/medium term arrangaments to maintain uninterrupted supply in
Mumbai during the ensuing peak season, andrelatedissues. During the meeting, some Licenses

expressed concern that in the coming months, paticularly from October 2005 onwards, the

Mumbai areawould ke facinga difficult situation dueto power shortage. T he Commission aked
T ataPower Company (T PC) to elaborate on the steps planned by it to mitigate thelikey sypply

defiat. Therepresentative of TPCreplied that, in order to meet the antidpaedgowthin damand,

TPC is exploring the posshbility of sourcing 175 MW of power from the Southern Region.
Reference to such sourcingof outside powe had also been made by TPC initsfurther written

submission following the hearing on the separate Petition filed by Maharashitra Sate

Transmisson Co. Ltd. (MSTCL) and Maharashtra Sate Distribution Co. Ltd. (MSDCL) agind
TPCto redrain excessdranal. At the meding held on 24th August, 2005, the Commisian had

conduded that the preferredoption would be for ergwhile MSEB to obtain power from this or

othe sourceand supply it to TPC a actuals. In the alternaive, if thiswere not possible, drect
sourcing by T PC could be considered.

2. Vide letter dated 30™ August, 2005, TPC soucht the Commission’s gpprovd for
purchasing 175 MW of power on a‘round the clock’ basisfrom a source in the Souhen Regon,
initially from 1% September to 30™ September, 2005. In itsletter, TPCreferred to theaove
mentioned meetingheld on 24" August, 2005, andthe directives gven by the Conmisionclring
the meeting T PC requestedthe Commisdon’ s approval for purchasing this power at a landed
priceof approximately Rs 3.60/kWh, in order to avoid load shedding in Mumbai.

3. Subsequently, TPC filed a Petition on 13™ September, 2005 proposing short term

proaurement of power by TPC for the month of $ptember, 2005 and for a period of twelve
months from October 2005 onwards, from a sourcein the Suthern Region, citing Regetion 25

of the MERC (T erms and Conditions of Tariff) Regulations, 2005. T PC has made the followng
submissionsin its Pdition:

Pagelof 7




b)

€)

LoadProjecions and sources of power for Mumbai

T PChas been supplying power to the Brihanmumbai Blectric Qupply & Trangort
Undertaking(BEST), Reliance Energy Ltd (REL) andits own direct conamesThe

load of Mumbai has been steadily increasing in thelast fewyears and hasreached
around 2500 MW inthe current year. T PC has submitted the details of increase in

peak load of Mumba area from FY 1998-99 to FY 2005-06 (upto July 2005). The

7-yea and 3-year Compounded Annual Gowth Rate (CAGR) of increasein damand
works out to 3.6% and 4.5%, respectively. T PC has projected the loadof Mumbei for
FY 2005-06, FY 2006-07 and FY 2007-08 by assuming a growth rate of aoind5%.
Further, consdering the available sources of power, TPC hasestimated the diat &
244 MW, 368 MW and 499 MW in FY 2005-06, FY 2006-07 and FY 2007-08,
respectively (exduding the smaller areaof Mumbai supplied by MSDCL).

Load Growth Projedionsfor September 2005

TPChas been draning around 350 to 400 MW from thegrid to meet the demandin
September 2005, which includes power dawal of 250 MW under the standby

arrangement due to outage of REL’sDahanu The'mal Power Saion (DTP Unit2.
TPC hasindicated that, even with gopod monsoonsandhigher generation from its

hydro plants the Mumbai sysem (TPC-BES -REL) colledively may havetodav
around 400 MW from thegrid, at least for 3 hoursevery day to meet thenormal
demand.

: ,

TPChas suimitted that its Trombay Unit 4 is beingoperated usngoil (LSHS and

withthe LSHSpriceincreasing to Rs. 16989/ tonne for the month of August 2005
the variable ex-bus cost works out to Rs 4.52/kWh.

Power Purchase for September 2005

TPChas sumitted that, as per the drectives given by the Commisdon a themegting
heldon 24™ Augwst, 2005, it has made arrangements to source 175 MW of powa on

‘rond the clock’ basis from a surce in the Southern Region, initially from

September 1to 30, 2005. The priceof power at thedelivery point is263pass kWh,
with actual transmisson losses and wheding charges as applicable. TPC has

estimated the landed price of power after considering the prompt payment rdste as
346.1 paise/ kWh based on prevaling transmisson charges and losses.

Power Purchase for 12 months sarting from October 2005

T PChas sumitted the month-wise actual/estimated demand (in MVA) for Mumba
for FY 2004-05 and FY 2005-06. TPC has mentioned that, as compared to FY

2004-05, the demand in FY 2005-06 isexpected to increase in the range of 15to
275 MVA.
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TPC has mentioned that, for a recent tende floated by the West Bengal Sate

Electricity Board (WBSEB) inthe Eastern Region for sale of power during Oddx,
November, and December 2005, T aa Powe T rading Company Limited (TPT CL)

has quoted aprice of approximately Rs 3.42kWh a the ddivery point intheEsgen
Region, which was lower than the price quoted by the highest bidder.

TPChasfurther submitted that, in order to meet the increased demand, it isin the

process of finalizingan agreement with a source in the Southern Region forpurchase
of power for the next twelve months. Theprice of this power at the ddivay point is
expected to be approximately Rs 3.00/kWh, with actual transmission losses and
wheding charges asapplicable. TPChas estimatedthe landed price of power after
congdering the prompt payment rebate at 389.4 paisd kWh based on prevailing
transmisson charges and losses.

f) Prayers
In its Petition, TPChasrequested the Commissonto

« Approve puchase of 175 MW of power on ‘roundthe clock’ basisfor themonth of
September 2005 at the rateof approximately Rs 2.63/kWh & the ddivery pointin

Southern Region. In addition, the transmisson losses and wheeling chargeswoudbe
applicable at actuals

« Grant approval for purchaseof 175 MW of power on ‘round the clock’ basisfor a

period of twelve monthsfrom October 2005 onwards at the rate of Rs 3.00kWh a
the delivery point in Southern regon. In addition, the transmission loses and

wheding charges would be goplicable at actwals.

4. At the hearing held on 14" September, 2005, the represantative of TPC, Shri JD.
Kulkarni, reiteratedthe submissonsmade in the Petition. He submittedfurther that, consdsing
the projected demand - supply situation of Mumbai for the next 3 years, T PCintendsto eterinto
an agreement for puchase of 175 MW of power on ‘roundthe clock’ basisfor a periodof three

years from October 2005 onwards & the rae of Rs3.00/kWh at the delivery point in Souhan
Region. In addtion, the transmission losses andwheeling charges would be applicable at actuds

The landed price of power after considering prompt payment rebateworks out to Rs3.89kWh.

5. In responseto the Commisson’ s query regarding justification for purchasngl75 MW of
power on ‘round the clock’ bassvis-avis TPC's own generation and merit order dispatch,

Shri. Kulkamni submitted tha the landed cog of thispower will be cheaper than tha of itsown
genegation a& Unit 4 or Unit 6 usngoil asfud, asthevariable cost of generaion with L SHSas

fuel at the prevailing L SHSpricesworks out to approximately Rs 4.70/kWh. (T he Commision
notes, however, tha TPC'sPetitionrefersto Rs4.52 kWh asthe cog.).

6. In responseto the Commision’s query with regard to sourcing of this powe reqirement

from MSDCL, Shri. Kulkarni submitted that TPC had explored this option, but MSDCL is not
willing to commit sypply of 175 MW power on ‘roundthe clock’ bass.

7. Subsequent to the hearing, the Commission directedM STCL andM CL to suhmit ther

comments in the light of the meeting held on 24™ August, 2005 to dscuss the demand
management of Mumkbai system, by 20™ September, 2005.
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8. Vide letter dated 15" September, 2005, MSDCL communicated that it would not be

possble for it to buy powe on behalf of TPC, andsell it to TPC for supply in the Munteaea
Instead, MSDCL could enter into atripatite ageement with TPC andthe selle idmtifiedly TPC

for sourcing the desred power supply, and TPC will have to makeall the payments, including

wheding charges to the concerned Transmisson Utilities. M CL also sukmitted that there
shoud be a grict conditionthat TPC must not draw excessively from the M DCL sydam duing

peak hours Futher, in case of corridor congraintslike outage of HVDCline or any of the400

kV Chandrapur- Parli circuits, etc., M CL would not be responsible for supplying power tothe
TPC sysan. As regards unabsorbed power, MDCL aubmittedthat if TPC isunable to absorb

thefull quantum of power contractedby TPC M CL would accept the winabsorbed powe and
make payment at the rate of itsown power purchas, if it islessthan theratecontractedty TPC.

0. Against thisbackground, the Commission heard the matter further on 20" September,
2005.

10. Therepresmtative of MPCL, Shri. A.D. Palanwar, reiterated the submissons made
videletter dated 15™ September, 2005. In responseto aquery from the Commission regarding

availahility of trangnisson capacity and wheeling charges he submitted that MSDCL woud

support wheeling of 175 MW power being purchasad by T PC from Southern Region to Munts.
As regards wheeling charges, he dso submitted that the wheeling charges are being proposedin

the ARR Pdition being filedby MS CL/ MSDCL, andthe same can beprovisonally gopliedin
thiscase.

11. T heCommission obsaved that it woulddetermine thetransmission and whedingcharges

sepaately. However, thisarangement of buying 175 MW of powe from the Southern Regon
can be treated as an interim arrangement to meet the additional reguirement of Mumbd, andthe

transmission charges and transmision loses as applicable to transmission of Central Sector
power to the Sate of Goa can be considered.

12. As regards transmission and wheeling charges, Shri. Kulkarni submitted that TPC will
pay thecharges as approved by the Commission, sincethese would be apassthrouhintheARR
Further for estimating the landed price of power, T PC has assumed that the trangmision diarges

and transmission losses payable to the Maharashtra Sate Utility would be the same asthe
transmission charges and transmission losses applicable to short-term open accesstransctionsof

Western Region as per the Transmisson Open Access Reguldions of the Central Eledricity
Regdatory Commisson (CERC).

13. Shri. Kulkarni submitted that, althowgh TPC intends to enter into an agreement for

purchase of power for 2-3 years, thetransmission corridor for short-term power purchasehasto
be booked on a quarterly bass, andthat it has already booked the transmission corridor for the

period from October to Decembear 2005. Shri. Kulkami further submitted that additiond power

to the extent of 70-75 MW midht also be required during the peak hours, in addtionto175MW,
to meet the sysem demandof Mumbai. He requested the Commission to allow TPCtoaterinto

an agreement for purchase of 175 MW power on ‘round the clock’ basisfor a period of 3years
commencingfrom October 2005.

14, Shri. Subodh Shah, representing REL, submitted that REL require additional power
mainly during the peak hous, andthat REL had earlier submitted a separate Petitionto the
Commisdon for approvd of ceiling rateat Maharashtra boundary for purchaseof 50 MW of
power duringthe peak hoursfor thenext twelve months. Sri. Shah reiteraed the submissons
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mack in that Petition, and requested the Commisdon to approve the ceiling rate at the
Maharashtraboundary for purchase of power.

15.  Therepresmtativeof BEST submitted that BEST dbesnot have any reservationwith

regad to TPChuyingadditional 175 MW of power on a‘round the dock’ basis, provided the
cost of power purchase by BEST from TPCisallowed asa passthroughin its ARR.

16. Shri Shantanu Dixit, repressmting Prayas(consumer representative), made the fdlowing
submissons:
. Theeisaneedto adopt aconsstent approach for approval of additiond power
purchase on short-term basisas ketween the various Licensees;
. Theexact requirement of power and shortage of power in Mumbai should keworked
out in two phases— first upto December 2005, andfrom Decanber 2005 onwards;
» |Incese both TPC and REL buy the additional power as proposedand surplus power
isavailable during some hous of theday, the samecan be ldto MCL a TPCs
margnal rate.

17. T he Commission observed during the hearing that theissue of purchase of additional

power for the period October 2005 to December 2005 as an interim arrangement, andthemétte
of additional power requirement from January, 2006 onwards to meet the system demand of

Mumbai, need to be dealt with separately. For assessing the additional power reguirementfor the

next 3 years, the Commisson directed theconcerned Licensees i.e, TPC, REL andBEST to
submit the projected demand and demand sypply position of their respective licence aress.

18. Shri. Dixit suggested tha the interim arrangement of buying 175 MW additional power
by TPC from Southern Region on ‘round the clock’ basis may be considered upto the endd the

current financial year, i.e., yto March 2006.

19. Shri. Kulkami of TPC submitted that the additional power of 175 MW and the
transmission corridor is avalable for the periodfrom October to December 2005. Howew, for
the periodfrom Janwary to March 2006, the additional power and transmisson corridor mayor
may not beavailable

20. TheCommission notesthat TPChasfiled its Petition under Regulaion 250f theMBRC
(Terms and Conditions of Tariff) Regulations, 2005. Reguation 25.2 statesthat:

“ Subject to the exceptions containead in thisRegulation 25, any variation, during any
quarter of a financial year, in the quantum or cost of power procured and any

procurement from a source other than a previoudy approved source, in excessaffive(5)
per cent of the quantum or cogt, as the case may be, of power procurement for such

quarter, as approwed by the Commisson in the power procurement plan of the
Digtribution Licensee, shall be onlywith theprior approval of the Commisson” .

21. The Commission believes that, althowh the matter of short term powe purchase

involves certain other related issuessuch asdetermination of transmission charges, trangmision
lossss, etc, the purchae of 175 MW additional power on ‘round the clock’ bassfrom the

Southern Region has to be considered as an interim, ‘adthoc’ arrangement in order to ensure
uninterrupted supply of power to Mumbai during the ensuing peak sason.
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22. Thecog of thisaddtional 175 MW of power for the period from Oct doer 20050rmercs

after considering prompt payment rebate has beenindicated as Rs 3.89/ kWh. Thisis cheaper
than the variable cost of around Rs4.52/ kWh of TPC's own generation at Unit 4 a Unit 6 8ng

LHSasfuel at theL HSprice of Rs 16989/ tonne for the month of August 2005.

23. The Commision had asked TPC to explore the possibility of buying this additional
power from/ through MSDCL. In its Reply, TPC submitted that it has exploredthis option, bu

that MSDCL is not willing to commit supply of 175 MW power on ‘round the clock’ bass.
Further, in its submission, MSDCL communicated that it will not be possible for it to by power

on kehalf of TPC. 9nce MDCL is not willing andior able to sypply the additional power to
TPC the latter would have to resort to purchase of this additional power itself in omdertoensre
uninterrupted supply of power to Mumbai.

24. Condidering the immediate requirement of addtional powe for the Mumbai system
during the ensuing peak season, i.e., from the month of September 2005, the Comimisson aomords
itsin-principle approval to TPC for

o Purchase of 175 MW of power on ‘round the clock’ basis for thernonth of Sptember

2005 at therate of approximately Rs2.63/kWh at the ddivery point intheSuthern
Region. T he transmission losses and wheeling charges for transmission of thispower

from Southern Region to Mumbai syssem would be applicalde at actuals.

o Purchase of 175 MW 'round the clock' power for aperiodof threemonthsfrom
October to December, 2005 at therate of Rs 3.000kWh & the delivery point inthe

Southern Region. T he transmission losses and wheeling charges for transmission of
thispower from the Southern Region to the Mumbai system woud be applicable &

actwals. In case the additional power is also required from January 2006 onwards,

TPCcan extend this arrangement of purchase of 175 MW of powe on ‘round the
clodk’ basisfor afurther period of three months, i.e., from January 2006 to March

2006, at therate of Rs3.00/kWh & the delivery paint in the Southern Region.

25. Condderingthe pawcity of time and in order to ensure that the residentsof Mumbe o

not suffer from load shedding, the Commission has accorded thisin-principle approval on an
‘ad-hoc’ basisas an interim, short-term arrangement. T he Commission has not undertaken any

detaled analysis of the loadgrowth projected by T PC and the cost-benefit analysis for puchese

of thisadditional power. The Commisson directsthe TPC to submit the follownginformetion on
monthly bags after the close of each month:

« Peak demand of theMumba system
« Totd Demand Met

o Quantum of Own Generation and Power Puchase from various sources

« Additional Power Purchased under thisshort term arrangement
« Landed cog of additional power purchased

26. In case of surplus power avalability after considering this additiond 175 MW purchese
of power, TPC shall apply merit order to its own generation, andreduce generation to bdance

requrement and availability.
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27. The Commisson drects MSTCL/ MDCL to co-ordinate and make available the

transmission network throwgh the Chandrapur - Bhadraweti route for transmisson of thisponer
to the Mumbai system. The Commisson also directs TPC to explore the posshility of

transmitting Southern Region powe to Mumbai through the Belgaum-Kolhapur raite andsimit
itsreport to the Commission within one month from thisOrder.

28. The Commission will separately deerminethe transmisson and wheelingchargesfor
open accessand other transactionsfor transmisson of power on the Sate nawok. Howewr, the
transmission charges and transmission losses payable by TPC to MST CL for this arangement
will be based on the Western Regon rates for short-term open access asper the T ransmissm
Open Access Regulaions of the CERC.

29. In order to ensure uninterrypted supply to Mumbai in the medium term, theCommision
direds the three Licensees of Mumbai, i.e., TPC, REL andBEST, to submit the month-wise
projected demand and demand supply position for the next three years, within two weeks from
thisOrder.

(SB. Kulkarni) (A. Velayutham) (Pramod Den)
Member M ember Charman

(A.M. Khan)
Secretary, MERC
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