Beforethe
MAHARASHTRA ELECTRICITY REGULATORY COMMISSION
World Trade Centre, Centre No.1, 13th Floor, Cuffe Parade, Mumbai 400 005.
Tel. No. 022 22163964/65/69 — Fax 022 22163976
E-mail: mercindia@mercindia.org.in
Website: www.mer cindia.org.in

Case No. 120 of 2008

In the matter of Petition of Reliance I nfrastructure Ltd. Generation Business
(RInfra-G) for approval of Truing up for FY 2007-08, Annual Perfor mance
Review for FY 2008-09 and Deter mination of Tariff for FY 2009-10

Shri V. P. Raja, Chairman
Shri A. Velayutham, M ember
Shri S. B. Kulkarni, Member

ORDER

Dated: May 28, 2009

In accordance with the MERC Tariff Regulations and upon directions from the
Maharashtra Electricity Regulatory Commission (hereinafter referred as MERC or the
Commission), Reliance Infrastructure Limited’ s Generation Business (Rinfra-G),
submitted its application for gpproval of truing up of FY 2007-08, Annual
Performance Review (APR) for FY 2008-09 and Tariff Petition for FY 2009-10, on
affidavit. The Commission, in exercise of the powers vested in it under Section 61 and
Section 62 of the Electricity Act, 2003 (EA 2003) and all other powers enabling it in
this behalf, and after taking into consideration al the submissions made by Rinfra-G,
all the suggestions and objections of the public, responses of RInfra-G, issues raised
during the Public Hearing, and all other relevant material, and after review of Annual
Performancefor FY 2008-09, determines the tariff for the Generation Business of
Rinfrafor FY 2009-10 as under.
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Abbreviations

A&G Administrative and General

AFC Annual Fixed Charge

APR Annual Performance Review

ARR Annual Revenue Requirement

ATE Appellate Tribunal for Electricity

BHEL Bharat Heavy Electricals Limited

BSES BSES Limited (now known as Reliance Energy Limited)
CAGR Compounded Annual Growth Rate

CEA Central Electricity Authority
Commission/MERC | M aharashtra Electricity Regulatory Commission
CPl Consumer Price Index

CPP Captive Power Plant

Cr Crore

Capex Capital Expenditure

CWIP Capital Work In Progress

DA Dearness Allowance

DPR Detailed Project Report

DTPS Dahanu Thermal Power Station

EA 2003 Electricity Act, 2003

FAC Fuel Adjustment Cost

FGD Flue Gas Desulphusrisation

HFO Heavy Furnace Qil

GFA Gross Fixed Assets
Gol Government of India

IDBI Industrial Development Bank of India

IDC Interest During Construction

IWC Interest on Working Capital

IT Income Tax

kv Kilo Volt

kVA Kilo-Volt Amperes

kw Kilo Waitt

LDO Light Diesel Qil

MAT Minimum Alternate Tax

MoC Ministry of Cod

MSLDC M aharashtra State Load Despatch Centre
MSETCL Maharashtra State Electricity Transmission Company Ltd.
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MT Metric Tonne

MW M ega Watt

MYT Multi Year Tariff

NFA Net Fixed Assets
OEM Origina Equipment Manufacturer
Oo&M Operation & Maintenance

PLF Plant Load Factor

PLR Prime Lending Rate

R&M Repair & Maintenance

REC Rate of Energy Charge
Rinfra/REL Reliance Infrastructure Limited/Reliance Energy Ltd.
RLA Residual Life Assessment

RoE Return on Equity

SBI State Bank of India

SECL South Eastern Coalfield Limited
SHR Station Heat Rate

SLC Standing Linkage Committee
TVS Technical Validation Session
USL United Shippers Ltd.

WPI Wholesale Price Index
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1 BACKGROUND & BRIEF HISTORY

1.1 Background

This Order relates to the Petition filed by Reliance Infrastructure Limited for its
Generation business (RInfra-G) for truing up of expenses and revenue for FY 2007-
08, Annua Performance Review for FY 2008-09 and tariff determination for FY
2009-10.

Rinfra (formerly known as BSES Ltd and Reliance Energy Limited [REL]) is a
vertically integrated utility carrying out the functions of Generation, Transmission,
Wheeling and Retail Supply of electricity in the suburbs of Mumbai. Rinfra has a
generating plant at Dahanu, Maharashtra (Dahanu Thermal Power Station- DTPS)
with installed capacity of 2 x 250 MW for supply of power to the city of Mumbai in
the RInfra Licence area.

1.2 Tariff Regulations

The Commission, in exercise of the powers conferred by the EA 2003, notified the
Maharashtra Electricity Regulatory Commission (Terms and Conditions of Tariff)
Regulations, 2005, (hereinafter referred as the Tariff Regulations) on August 26,
2005. These Regulations superseded the MERC (Terms and Conditions of Tariff)
Regulations, 2004.

1.3 Commission’s Order on ARR and Tariff Petition for FY 2005-06
and FY 2006-07

Reliance Energy Limited (REL) filed its Aggregate Revenue Requirement (ARR)
Petition for FY 2005-06 on March 1, 2005, based on the draft Tariff Regulations. The
Commission notified the MERC (Terms and Conditions of Tariff) Regulations, 2005
on August 23, 2005. In compliance with the Commission’s directions issued vide its
letter dated October 10, 2005, REL submitted its revised ARR Petition for FY 2005-
06 providing the break up of ARR of Generation, Transmission and Distribution
Function on November 22, 2005.
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Subseguently, REL submitted its ARR and Tariff Petition for FY 2006-07 on
February 24, 2006. After two Technical Validations sessions, the Commission vide its
letter May 3, 2006 directed REL to submit its revised ARR and Tariff Petition for FY
2006-07 including a separate section on truing up of ARR for FY 2005-06. REL
submitted its revised ARR and Tariff Petition for FY 2006-07 on May 10, 2006.

The Commission admitted the ARR Petition of REL for FY 2005-06 (Case No. 25 of
2005) and ARR and Tariff Petition of REL for FY 2006-07 (Case No. 53 of 2005) on
May 18, 2006. The Commission issued its Order on the above said Petitions of REL
on October 3, 2006.

1.4 ATE Order

The Commission, in the Tariff Order dated October 3, 2006, determined the revenue
requirement of REL for FY 2006-07. In the same Order, the Commission also dealt
with the truing up of cost and revenues for FY 2004-05 and FY 2005-06 based on
actuals, subject to prudence check. REL challenged this Order of the Commission in
the Appellate Tribunal for Electricity (ATE) on the issues of:

a) Disallowance of actua Employee expenditure and A& G expenditure for FY
2004-05, FY 2005-06 and FY 2006-07,

b) Disallowance of actua R&M expenditure for FY 2006-07,

c) Disallowance of higher Income Tax for FY 2004-05 and FY 2005-06,

d) Directionto reducedistribution losslevel in FY 2006-07,

e) Deviation in the operating norms of gation heat rate, auxiliary consumption
and secondary oil consumption for generation vis-a-vis the norms stipulated in
the MERC Tariff Regulations, and

f) Reversal of treatment on rebate given by REL to its consumers on account of
Judgment passed by the ATE dated May 22, 2006 by including it in the ARR
of REL as adistribution licensee by the Commission in the manner set out in
paragraph 7.16 and 7.17 of Tariff Order for FY 2006-07. This issue was
subsequently not pressed by REL, since the matter was sub-judice before the
Hon' ble Supreme Court.

The ATE upheld the appeal of REL in its Judgment dated April 4, 2007 in Appeal No.
251 of 2006 as given below:

a) The ATE upheld REL's appea regarding the alowance of the actual
employee expenditure, A& G expenditure and Income Tax of Rs. 207.34 crore,
Rs. 102.02 crore and Rs. 101 crore, respectively, as clamed by REL as against
the Commission approved figures of Rs. 161.85 crore, Rs. 74.05 crore and Rs.
7.64 crore, respectively, for FY 2004-05.
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b) The ATE aso upheld REL’s appea regarding the alowance of the actual
employee expenditure, A& G expenditure and Income Tax of Rs. 207.26 crore,
Rs 101.64 crore and Rs. 74 crore, respectively, as against the Commission
approved figures of Rs. 182.76 crore, Rs. 77.48 crore and Rs. 26.96 crore,
respectively, for FY 2005-06.

c) The ATE upheld REL’s appea in the context of applicability of norms
dipulated under the Tariff Regulations, and ruled that the Commission should
not deviate from the operating norms for dation heat rate, auxiliary
consumption and specific consumption of secondary fuel as specified in the
MERC Tariff Regulations, 2005, even though REL’ s performance was better
than the norms.

1.5 Commission’s Order on MY T Petition of REL-G for FY 2007-08
to FY 2009-10

REL submitted its ARR and Multi Year Tariff (MYT) Petition for its Generation
Business (numbered as Case No. 74 of 2006) for the first Control Period from FY
2007-08 to FY 2009-10, on January 22, 2007. The Commission issued the MYT
Order in Case No. 74 of 2006 for REL-G on April 18, 2007, which came into effect
from April 18, 2007, and the tariffs were valid upto March 31, 2008. As the Annual
Performance Review for FY 2007-08 and Tariff determination for FY 2008-09 were
under process, the various Utilities filed Petitions for continuation of tariff determined
for FY 2007-08 till the time of issuance of the respective Tariff Orders of each Utility.
Accordingly, the Commission in its Order dated April 1, 2008 in Case No. 102 of
2007, extended the applicability of the aforesaid Tariff Orders for the Utilities till the
revised tariffs were determined for FY 2008-09 under the APR framework and Orders
issued thereunder. The Commission, in accordance with the ATE Order, approved
REL-G's Annual Fixed Charges for the first Control Period based on the MERC
Tariff Regulations.
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1.6 Commission’s Order on APR Petition for REL-G for FY 2007-08
and Determination of Tariff for FY 2008-09

REL-G submitted its Petition for Annual Performance Review (APR) for FY 2007-08
and determination of tariff for FY 2008-09 for its Generation Business on November
30, 2007 (numbered as Case No. 65 of 2007). The Commission issued the APR Order
for RInfra-G in Case No. 65 of 2007 on April 21, 2008, which came into effect from
April 21, 2008, and the tariffs were initially valid upto March 31, 2009, which was
later extended till the revised tariff are determined for FY 2009-10 vide the
Commission’s Order dated April 15, 2009 in Case Nos. 152, 153 and 154 of 2008.
REL-G has appealed against the Commission’s Order on the APR for FY 2007-08
and determination of tariff for FY 2008-09, before the ATE (numbered as Appeal No.
111 of 2008). The ATE sdecision on REL-G’s Apped is awaited.

1.7 RiInfra-G’s Petition for truing up for FY 2007-08, Annual
Performance Review for FY 2008-09 and Determination of
Tariff for FY 2009-10

In accordance with the Regulation 9.1 of MERC Tariff Regulations, the application
for the determination of tariff has to be made to the Commission not less than 120
days before the date from which the tariff is intended to be made effective. Further,
the first proviso to Regulation 9.1 states that the

“ date of receipt of application for the purpose of this Regulation shall be the
date of intimation about the receipt of a complete application in accordance
with Regulation 8.4 above:”

The Commission had directed RInfra-G to submit the Petition for Annual
Performance Review latest by November 30 of each year in accordance with
Regulation 9.1 of the Tariff Regulations.

Rinfra-G submitted its Petition for truing up for FY 2007-08, APR for FY 2008-09
and determination of tariff for FY 2009-10 for its Generation Business on December
20, 2008, based on actual audited expenditure for FY 2007-08, actual expenditure for
first half of FY 2008-09, i.e., from April to September 2008, and revised estimated
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expenses for October 2008 to March 2009, and projections for FY 2009-10. Rinfra-
G, inits Petition, requested the Commission to:
admit the APR Petition;
approve the Aggregate Revenue Requirement (ARR) for FY 2007-08;
approve revised estimates of ARR of FY 2008-09 and FY 2009-10 for the
purpose of determination of tariff for FY 2009-10.

The Commission, vide its letter dated January 10, 2009, forwarded the preliminary
data gaps and information required from Rinfra-G. RInfraG submitted its replies to
preliminary data gaps and information requirement on January 23, 2009.

The Commission scheduled a Technical Validation Session (TVS) on RinfraG's
Petition for approva of APR for FY 2008-09 and Tariff for FY 2009-10, on January
28, 2009, in the presence of authorised Consumer Representatives authorised on a
ganding basis under Section 94(3) of the EA 2003 to represent the interest of
consumers in the proceedings before the Commission. The list of individuals, who
participated inthe TVS, is provided at Appendix-1. During the TVS, the Commission
directed RInfra-G to provide additional information and clarifications on issues raised
during the TVS. The Commission also directed Rinfra-G to submit the draft Public
Notice in English and Marathi in the format prescribed by the Commission.

1.8 Admisson of Petition and Public Process

Rinfra-G submitted its responses to the queries raised during the TVS on February 20,
2009, and the Commission admitted the APR Petition of Rinfra-G on February 20,
2009.

In accordance with Section 64 of the EA 2003, the Commission directed RInfra-G to
publish its application in the prescribed abridged form and manner, to ensure public
participation. The Commission also directed RInfra-G to reply expeditioudy to all the
suggestions and objections from stakeholders on its Petition. Rinfra-G issued the
Public Notice in newspapers inviting suggestions and objections from stakeholders on
its APR Petition. The Public Notice was published in The Times of India (English),
Indian Express (English), Loksatta (Marathi) and Samana (Marathi), newspapers on
February 25, 2009. The copies of RInfraG’s Petitions and its summary were made
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available for inspection/purchase to members of the public at Rinfra-G's offices and
on RinfraG's website (www.rinfra.com). The copy of the Public Notice and the
Executive Summary of the Petition was also on the web site of the Commission
(www.mercindia.org.in) in downloadable format. The Public Notice specified that the
suggestions and objections, either in English or Marathi, may be filed in the form of
affidavits along with proof of service on RInfra

The Commission received written suggestions and objections expressing concerns on
procedural issues, quantum of generation, capital expenditure, sharing of gains and
losses, etc., and a host of other issues. The Public Hearing was held on March 26,
2009 at 11:00 hoursat Rangsharda Natya Mandir, Bandra Reclamation, Bandra
(W), Mumbai 400 050. The list of objectors, who participated in the Public Hearing,
is provided in Appendix- 2.

The Commission has ensured that the due process, contemplated under law to ensure
transparency and public participation has been followed at every stage meticulously
and adequate opportunity was given to all the persons concerned to file their say in
the matter. The Order is being issued well within the time period of 120 days from the
date of admission of complete Petition, as sipulated under the EA 2003.

Though a common Public Hearing was held for processing the APR Petitions for FY
2008-09 and determination ARR and tariff for FY 2009-10 filed by RInfraG
(numbered as Case No. 120 of 2008), Rinfra-T (numbered as Case No. 119 of 2008)
and Rinfra-D (numbered as Case No. 121 of 2008), the Commission is issuing
separate Orders on the three Petitions filed by RInfra. This Order deals with the truing
up for FY 2007-08, Annual Performance Review of FY 2008-09 and determination of
tariff of RiInfra-Generation Business for FY 2009-10. Various suggestions and
objections that were raised on Rinfra-G’ s Petition after issuing the Public Notice both
in writing as well as during the Public Hearing, dong with RinfraG’s response and
the Commission’s rulings have been detailed in Section 2 of this Order.

1.9 Organisation of the Order

This Order is organised in the following six Sections:

Section 1 of the Order provides a brief history of the quas-judicial regulatory
process undertaken by the Commission. For the sake of convenience, a list of
abbreviations with their expanded forms has been included.
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Section 2 of the Order lists out the various suggestions and objections raised by
the objectors in writing as well as during the Public Hearing before the
Commission. The various suggestions and objections have been summarized,
followed by the response of RInfra-G and the rulings of the Commission on each
of the issues.

Section 3 of the Order details the truing up of expenses and revenue of Rinfra-G
for FY 2007-08, including sharing of efficiency gaing/losses due to controllable
factors.

Section 4 of the Order details the performance parameters as approved by the
Commission in the MYT Order for the first Control Period, APR Order for FY
2007-08, RInfra-G’s proposal for performance parameters and the Commission’s
approach on performance parameters during FY 2008-09 and FY 2009-10.

Section 5 of the Order comprises the review of performance for FY 2008-09 and
the Commission's analysis on various components of Energy Charge and Annual
Fixed Charge of RInfraG's Dahanu Therma Power Station (DTPS) for FY
2009-10.

Section 6 of the Order details the tariff design for RinfraaG’'s DTPS and the
approved Annual Fixed Charge and Energy Charge for FY 2009-10.
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2 OBJECTIONS RECEIVED, RINFRA-G'S RESPONSE AND
COMMISSION'SRULING

2.1 Procedurefor APR filing and Public hearing

Consumer Human Right Activist (CHRA), Electrical Contractors Association of
Maharashtra (ECAM) and several other objectors submitted that under the Multi Y ear
Tariff (MYT) regime, the tariff revision can be undertaken only at the end of the first
Control Period, i.e., after March 31, 2010. The MERC (Terms and Conditions of
Tariff) Regulations, 2005 were notified on August 23, 2005 before notification of
Tariff Policy (TP) and once the TP has been notified on January 6, 2006, it supersedes
the MERC (Terms and Conditions of Tariff) Regulations, 2005. Section 5(h)(3) of TP
dipulates that once the revenue requirement is established at the beginning of the
Control Period, the Regulatory Commission should focus on the regulation of outputs
and not the input cost dements and a comprehensive review of performance may be
undertaken only at the end of the Control Period. Hence, MY T Tariff should not be
revised till the end of the first Control Period, i.e., up to March 31, 2010. Further, the
review of performance during the first Control Period should aso be done only at the
end of the first Control Period as per the TP. The objectors have stated that non-
compliance with Central Government Policy by the Commission violates the law.

Several objectors submitted that the Commission should amend the MERC (Terms
and Conditions of Tariff) Regulations, 2005, in order to incorporate the provisions of
the Tariff Policy, 2006 in the context of MY T exercise.

ECAM, Shri Sandeep Ohri and severa other objectors submitted that at the time of
fixation of tariff for MY T Control Period, the Commission stated that all the expenses
would be frozen at the levels approved in the MYT Orders; however, RinfraG is
asking for approval for additional expenses under each head of expense. They
submitted that this additional expense should not be allowed at this stage. They added
that if the electricity companies are allowed to increase tariff every year, then there is
no sanctity to the MY T process.

Severa objectors submitted that the tariff hike proposed by Rinfra-G should not be
approved by the Commission, and submitted that the generation tariff should be kept
at the present levelstill the end of the first Control Period, i.e., up to March 31, 2010.
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Shri Sandeep Ohri and others submitted that as per Section 61 of the Electricity Act,
2003, the Commission should encourage competition, efficiency, economical use of
resources, good performance and optimum investments and safeguard consumer’s
interest and at the same time, ensure recovery of cost of eectricity in a reasonable
manner. Several objectors submitted that the Commission should safeguard the
consumers' interest and reduce the tariff.

Retailers Association of India, Shri Sandeep Ohri, Shri P. N. Sridharan, and Shri V.
Thanumoorthy submitted that despite the Petitions submitted by RInfra-G being very
voluminous with comprehensive data, only three weeks time has been provided to
the consumers for filing their objections, which was insufficient. Shri Jatin Sanghvi,
CHRA and Shri V. Thanumoorthy suggested that the Petitioner should provide datain
a way that can be understood by common people. Shri Jitendra Sharma and some
other objectors submitted that the Public Hearing should be telecasted live on
television, for greater public dissemination. Retailers Association of India submitted
that there are various fundamental errors, faults and inconsistencies in the Petition.
They added that sufficient data and time has not been provided to the consumers to
enable them to analyse the Petition, thereby denying the opportunity to submit
suggestions and objections, which violates the principle of natural justice. Further, the
Petitioner has not complied with the statutory provisions of the Electricity Act, 2003,
TP, National Electricity Policy and MERC (Terms and Conditions of Tariff)
Regulations, 2005.

Rinfra-G’s Response

Rinfra-G replied that the present Regulations provide for treatment of efficiencies and
inefficiencies while determining the tariff.

Rinfra replied that the issues raised relating to periodicity of tariff determination
during the MYT period have been addressed by the Commission in its Tariff Order
dated June 4, 2008 in Case No. 66 of 2007.

As regards the contentions of the objectors regarding the time frame for providing
suggestions and objections, RInfra has not submitted any reply.
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Commission’s Ruling

As regards determination of tariff on annual basis, the Commission initsMYT Order
for RInfra-G dated April 18, 2007 in Case No. 74 of 2006, has approved the Annual
Fixed Charges and trajectory of performance parameters for RinfraG’s generating
gation a Dahanu for the Control Period from FY 2007-08 to FY 2009-10, while the
tariff was determined for FY 2007-08 only, in accordance with Regulation 20.1 of the
MERC (Terms and Conditions of Tariff) Regulations, 2005, which stipulates that the
tariff will be determined on an annual basis. Accordingly, the Commission had
approved the tariff of RInfra-G Dahanu Thermal Power Station (DTPS) for FY 2008-
09 in its Order in Case No. 68 of 2007. Hence, the Commission in this Order is
approving the tariff of RInfra-G station for FY 2009-10.

Moreover, Para 5.0 (h) (3) of the Tariff Policy (TP) referred by the objectors
dipulates as under:

“ Once the revenue requirements are established at the beginning of the control
period, the Regulatory Commission should focus on regulation of outputs and not
the input cost elements. At the end of the control period, a comprehensive review
of performance may be undertaken.”

The Commission is of the view that the above provision of the Tariff Policy referred
to by the objectors does not stipulate that the tariff cannot be determined on an annual
basis.

The Public Notice was published on February 25, 2009 in leading newspapers and the
Public Hearing in the matter was scheduled on March 26, 2009, i.e., four weeks after
the Public Notice was published. Regulation 64 (a) of the MERC (Conduct of
Business) Regulations, 2004 specifies that a minimum of three weeks time should be
given before the Public Hearing for submission of objections and comments, asfar as
possible. Further, an additional time of 7 days was also provided to the objectors to
file their rgjoinders after the Public Hearing. Thus, the Commission has followed the
due regulatory process in accordance with the provisions of EA 2003 and the
Commission’s Regulations.

On the issue of simplicity of information to be made available to stakeholders, the
Commission directed the Petitioner to include an Executive Summary of the Petition
and made it available to the public. Further, the Commission also directed the
Petitioner to make available the soft copy of formatsin MS Excel.
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As regards the objection that the Utilities should not be allowed the projected increase
in O&M expenses under the MY T framework, the Commission is of the view that
there is merit in the suggestion and the Commission has further elaborated on this
issue in the Section 3.7 of this Order.

2.2 Cost plus Tariff based Regulation vis-a-vis Performance Based Regulations

Juhu Schemes Residents Association (JSRA) and others submitted that the cost plus
approach of determining the tariff must be abandoned and should be replaced with
Performance Based Regulations, whereby the Commission should set the targets for
key performance parameters and compute the tariff assuming that such targets are
met. Juhu Schemes Residents A ssociation further submitted that the private monopoly
in the power sector has led to exploitation of the consumers. Further, the Generating
Company <ells power to the Transmission Companies at cost plus tariff, then the
Transmission Company sell power to Distribution Companies at cost plus tariff, and
then the Distribution Companies sell power to the consumers again at cost plus tariff.
Hence, in an environment of cost plus tariff at all stages, where the price increase
would be the sole objective of the licensees, efficiency and competition would be
eliminated, resulting in higher prices and poor services.

Rinfra-G’s Response

Rinfra submitted that the MERC Tariff Regulations provides for treatment of
efficiencies and inefficiencies while determining tariffs.

Commission’s Ruling

As regards the contentions raised regarding Performance based Regulations, the
existing MERC Tariff Regulations gipulates a judicious mix of cost plus gpproach
and Performance based Regulations to the extent practicable and feasible.

2.3 Third Party Scrutiny

Severa objectors submitted that the facts and figures projected in RInfra-G’s Petition
appear to be contrary to the segment-wise Accounts of Rinfra and it is necessary to
gppoint an independent auditor for the purpose of carrying out an audit of the Petition,
and the Auditor’ s Report should be made available to the Public.
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Shri Guruprasad Shetty and IHRA submitted that the Commission should appoint
experts to scrutinize the financial and technical data submitted by the Utility. Shri
Sandeep Ohri and others submitted that as per Clause 8.2.1(2) of TP, the State
Electricity Regulatory Commission (SERC) should institute a system of independent
scrutiny of financial and technical data submitted by the licensees, and enquired about
the steps taken by the Commisson to implement this provision of the TP. They added
that the Commission should reject the Petition filed by Rinfra as authenticity of the
data is not ensured till date.

RiInfra Response
Rinfra has not submitted any reply to this objection.
Commission’s Ruling

The Commission, with the help of its staff as well as consultants, undertakes the
detailed scrutiny of the APR Petitions filed by the Utilities. The Commission has
obtained the reconciliation statements towards reconciliation of expenses and revenue
submitted in the APR Petitions with the expenses and revenue allocated to its various
businesses as per the Audited Accounts. Further, the Audited Accounts of the
Petitioner as well as the Allocation Statements for allocating the expenses and
revenue to its various businesses are .submitted by the Petitioner on affidavit and are
duly certified by auditor. The Commission has recently notified the MERC (Uniform
Recording, Maintenance and Reporting of Information) Regulations, 2009 on April
20, 2009 which is designed to show more clear segment-wise information for each of
the Businesses regulated by the Commission.

24 Appointment of Consumer Representatives

Shri K Sampath, Shri Jude G. Tandon and others submitted that the Commission
should appoint new Consumer Representatives under Regulation 18 of the MERC
(Terms and Conditions of Tariff) Regulations, 2005, as the exising Consumer
Representative remain absent during Public Hearings. The Petitions are being
processed without consumer interest being taken care of, in the absence of the
Consumer Representatives. Further, authorised Consumer Representatives have been
grossly negligent in pointing out al discrepancies.
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Rinfra’s Response
RiInfra has not submitted any reply on this issue.
Commission’s Ruling

The Commission does not agree with the contentions. The representatives of M/s
Prayas Energy Group and M/s Mumbai Grahak Panchayat were present during the
Technical Validation Session and the representatives of three authorised Consumer
Representatives viz.,, M/s Prayas Energy Group, Mumbai Grahak Panchayat, and
Thane Belapur Industries Association were present during the Public Hearing, and
also made detailed submissions after study of the Petition filed by RInfra.

25 Operation & Maintenance (O& M) Expenses

JVPD Tenants and Residents Association and several others submitted that thereis no
transparency in the O& M expenses of Rinfra for its Generation, Transmission and
Didribution businesses, hence, a detailed scrutiny and audit needs to be carried out in
this respect from FY 2004-05 to FY 2009-10. Further, JVPD submitted that in a Cost
Plus environment, there is a tendency to be extravagant or impose costs on the
electricity business to benefit other Divisions of the same Company. JVPD added that
the Commission should direct the Rinfra to submit a detailed explanation for the
increase in O&M expenses and validate the same.

Lifestyle International Pvt. Ltd and some other Shopping Malls submitted that RInfra-
G has recruited 41 graduate engineers during first half of FY 2008-09 to meet trained
and skilled manpower requirement and the impact of additional recruitment has been
shown as Rs. 6.5 crore. Further, RinfraaG has submitted the reasons for higher
employee expenses as high attrition rate; however, RinfraG has not provided the
details of the number of employees who have left the Company during the said
period. The data provided by RInfra-G inthisregard is inadequate.

Energy Study Group submitted that RInfra-G has proposed an increase of 18% in
O&M expenses, and the Commission should not approve more than 5% increase in
O&M expenses.
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Rinfra’s Response

Rinfra replied that al the information sought by the Commission has been submitted
and the same are part of the tariff determination and truing up process undertaken by
the Commission from FY 2004-05 onwards. Rinfra added that appropriate
explanations regarding increase in O&M expenses have been submitted in the
Petition.

Commission’s Ruling

As deliberated in Section 3, the Commission has not allowed the increase in O&M
expenses for FY 2007-08 as pass through. For FY 2007-08, the Commission has
considered the variation between actual and approved O&M expenses as (gain)/loss
on account of controllable factors and has carried out sharing of such (gain)/loss
between Generating Company and Distribution Licensee in the ratio of proportion of
2:1 in accordance with the MERC Tariff Regulations.

For FY 2009-10, as detailed in Section 5 of the Order, the Commission has not
alowed O&M expenses as submitted by RiInfra.

2.6 Capital Expenditure

ECAM submitted that the very high and unredlistic capital expenditure incurred by
Rinfra-G directly affects the consumers in the form of Return on Equity. ECAM
added that the Commission should not allow any additional expense over the capital
expenditure aready approved in the MYT Order. Dr. Ashok Pendse of Mumbai
Grahak Panchayat submitted that the prudence of the capital expenditure should be
checked and a part of it should be disallowed.

Shri Sandeep Ohri and several others referred to the ATE Judgment in the matter of
Appeal No. 251 of 2006, which states that “Merely incurring of expenditure by the
licensee cannot be the grounds (for) passing on costs to the consumers’ .

Janhit Manch, JSRA and several others submitted that the capital expenditure plan of
Rinfra-G is not transparent, and a detailed scrutiny and audit needs to be carried out in
this respect for the period from FY 2006-07 to FY 2009-10. They added that in the
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cost plus regime, there is a tendency to over invest in order to get additional benefits,
which are linked to the capital expenditure. They further added that cost benefit
analysis should be carried out for individual schemes and schemes should be
approved only after prudence check for usefulness. Further, the capital base of Rinfra
G should be reassessed as all the benefits are linked to the capital base, and Rinfra
should be directed to submit the detailed working of the reasonable return on the
capital base.

Shri Tapan Sharma and several other objectors submitted that RInfra-G should reduce
the capital expenditure in view of the economic slowdown and should not burden its
consumers with this additional expenditure. They added that the RInfra-G is unable to
realize the revenue to support the capital expenditure on account of approved DPRs
and should hence, be prudent in undertaking capital expenditure. Several objectors
submitted that the investments and operations of other divisions undertaking
infrastructure projects including Metro-One project and investment in Reliance Power
Limited needsto be scrutinized in the interest of electricity consumers.

Prayas Energy Group (PEG) submitted that the in principle clearance given by the
Commission for Capex Schemes clearly states that “in-principle clearance should not
be construed as final approval for ARR purpose and the schemes will be open for
scrutiny during tariff determination process ARR review...” Further, it is necessary to
validate that the completed schemes have been completed within the scope and other
parameters mentioned in the in-principle gpproval by the Commission and that the
expected benefits are realised. As capital expenditure of such high magnitude has
enormous tariff implications for years to come, it is very important to analyse the
prudence as well as performance improvement and efficiency gains in monetary terms
of such expenditure. Further, scrutiny of investment plans in terms of prudence and
detailed cost benefit anal ysis should be carried out before passing on these costs to the
consumers.

PEG submitted that RInfra has described the investment schemes individually in the
Petition, but not the benefits of the schemes. PEG added that the Commission should
scrutinize the individual capex schemes and approve the schemes based on the test of
prudence and usefulness. PEG further submitted that the Commission has not done
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this exercise in pagt and there is no defined procedure for undertaking the same. PEG
further referred to a case in which the Delhi Electricity Regulatory Commission
(DERC) scrutinized the capital expenditure of BSES Yamuna Power Limited and
BSES Rajdhani Power Limited (group companies of Reliance Infrastructure Ltd), in
the matter of ARR for the Control Period from FY 2007-08 to FY 2010-11 and found
quite revealing results. Further, DERC disallowed the amount of Rs. 535 Crore in
respect of capital expenditure and capitalisation thereof. PEG added that in the view
of the above case, there is a need for detailed scrutiny of investment plans beyond in-
principle clearance. PEG added that the tariff impact of such huge capital expenditure
is largely subdued ininitial years due to assumption of long-term of loan payment and
depreciation considered based on normative approach. However, this capital
expenditure has incremental impact on tariff.

Rinfra’s Response

Rinfra replied that the details of the capital expenditure have been submitted in the
Petition. RInfra added that the relevant Detailed Project Reports (DPRs) have been
submitted to the Commission for its consideration.

The ARR is evaluated by the Commission in three phases, namely one for fixing tariff
for the ensuing year, mid-year review through APR and finally through the truing up
mechanism after the year is completed and the actual datais available.

Rinfra submitted that the details of the equity component eligible for return is given in
the Petition and computed in Form 8 of the Financial M odd.

Rinfra submitted that the need for capital expenditure has been explained in the
Petition as well as in the DPR.

Commission’s Ruling

The Commission shares with the concerns raised by severa stakeholders regarding
the excessive capital expenditure being undertaken by Rinfra, and the impact of the
same on the tariff. The Commission has carried out a detailed analysis regarding the
capital expenditure and capitalisation and the treatment of the same in Section 5 of
this Order. The Commission’s computations in thisregard, as well as the treatment of
non-DPR capital expenditure has been elaborated subsequently in Section 3 on truing
up of expenses and revenue for FY 2007-08 and in Section 5 while approving the
revised revenue requirement for FY 2008-09 and FY 2009-10.
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2.7 Returnon Equity, Interest on Long-Term Capital and Working Capital

Shri Guruprasad Shetty and IHRA submitted that return on equity has increased
enormoudly in the previous five years on account of high capital expenditure. This
payment of whopping return on equity capital is injustice to the consumers.

They submitted that RInfra has misled the Commission that the funds of the Company
are provided to shareholders. RInfrainitially contributed Rs. 235 Crore and has taken
back more than Rs. 460 Crore in last five years. Further, RInfra had Rs. 10,024 Crore
as reserves and surplus and invesment of Rs. 7,664 Crore, after payment to
shareholders. The market value of this investment was Rs. 33,986 Crore in March
2008. Loans and advances given, along with current assets, amount to Rs. 9,673
Crore. They submitted that this money has been collected from poor consumers.
However, on the contrary, RInfra is claiming that there is a ‘ Revenue Gap and Need
for Additional Revenue Requirement’. RInfra has been overcharging the consumers
for a long period of time and this over charged amount should be returned to the
consumers.

They further submitted that as per the Profit & Loss Account and Balance Shest, the
net profit of RInfra has increased by Rs. 697 Crore (280%), operating income has
increased by Rs. 2,175 Crore (152%), investment in markets has increased by nearly
Rs. 7,000 Crore (1100%) and reserve and surplus has increased by Rs. 5,190 Crore
(210%) in the past three years. They added that RInfra would not have made such
huge money, had there been a Revenue Gap. They added that RInfra has manipulated
the numbers to show higher revenue requirement.

Dadar Merchants Association submitted that RInfra has net operating income of Rs.
6,331.50 Crore, net profits of Rs. 1,084.83 Crore and Reserve and Surplus of Rs.
10,024 Crore. Further, the profit of Rinfra has increased to Rs. 1,094.93 Crore in
March 2008 from Rs. 387 Crore in March 2005. Further, Rinfra has earned profit of
Rs. 301.75 Crore in FY 2007-08, in spite of high fuel price.
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Rinfra’s Response

As regards the contention raised regarding the approved RoE, Rinfra replied that RoE
has to be segregated in two components namely:

§ Réating to shareholders, on the total performance of the Company including
businesses other than regulated business;

8 Return on regulated business as computed and reflected in the Petition.
Rinfra further submitted that the two returns on the equity stated above have their
distinct nature including risks and therefore, should not be mixed. The RoE under
regulated business forms a part of reserves for the benefit of shareholders of Rinfra
and any money invested therefrom is eligible for treatment as Equity or Loan in the
regulated bus ness as applicable.

Rinfra submitted that the contents of the Petition, including equity, loan, etc., should
be looked at as applicable for regulated business, whereas the financial statements of
Rinfra as a Company includes its activities beyond the regulated business and thus,
accrual of benefit and the risks thereon are for the shareholders of the Company.

Commission’s Ruling

The Commission clarifies that the computations of Return on equity, interest on long-
term loan and working capital have been done only in accordance with the provisions
of the MERC Tariff Regulations but has aso addressed the issues related to return on
equity, interest rate on long-term loan and working capital Section 3 and 6 of the
Order, while analysing the various components of the Annual Fixed Charge of the
generating station. The Commission as elaborated in Section 5 of the Petition agrees
that with the stakeholders that due to huge capital investments in the last 4-5 years,
the return on equity component of RInfra-G has increased substantially.

Asregards the total reserves and surplus of the Company based on Audited Accounts,
it is clarified that in accordance with the MERC Tariff Regulations, the Commission
has provided return only on normative regulatory equity at the beginning of the year.
Any investment by RInfra-G from the internal accruals (i.e. reserves and surplus) over
and above the normative equity of 30% of the capital investments has been considered
by the Commission as normative loan and the Commission on such normative loan
has allowed a normative interest rate of 9% as against return of 14% on equity.
Further, the total equity, reserves and surplus, and investments as reflected in the
Audited Accounts of RInfra, are for the Company as a whole, which has other
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Businesses, apart from the Businesses in Maharashtra regulated by the Commission
and the Commission has not allowed RoE on that component.

2.8 IncomeTax

Shri Guruprasad Shetty and several others submitted that Rinfra reported a net profit
of Rs. 1,084 Crore in FY 2007-08, and paid Rs. 121 Crore as Income Tax, which has
been recovered from the consumers. They objected to such recovery from the
consumers, since the income tax has to be paid out of the Company’ s profits.

JVPD Tenants & Resdents Association submitted that the income tax paid by Rinfra
in previous years should be considered and adjusted. Shri Parag M. Alavani submitted
that RInfra has paid higher income tax than that approved by the Commission, which
has an impact on the electricity tariff.

Rinfra’s Response

Rinfra replied that the income tax is considered on the principle as set out by the
Judgment of the ATE dated April 4, 2007 in Appea No. 251 of 2006 which states that
income tax assessment has to be made on a stand alone basis for the regulated
business.

Commission’s Ruling

The Income Tax is considered as a part of the fixed charge, in accordance with
Regulation 34.2 of the MERC Tariff Regulations, which stipulates as under:

“34.2.1 Income-tax on the income of the Generating Business of the
Generating Company shall be allowed for incluson in the annual
fixed charges:

Further, in accordance with the principle set out by the Judgement of ATE dated April
4, 2007 in Appea No. 251 of 2006, the income tax of the regulated business is
assessed and allowed on standalone basis. The detailed principles and computations of
Income Tax are given in Section 3 and Section 5 of the Order.
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29 Involvement of Consumersby the ATE

Shri Guruprasad Shetty submitted that the ATE should involve consumers in matters
that could be prgjudicial to consumers interest. Further, the ATE should call for
objections and suggestions on the matter, which affects the consumers.

Rinfra’s Response
RiInfra has not submitted any reply on this issue.
Commission’s Ruling

As regards the contention raised by Shri Guruprasad Shetty regarding the process
adopted by the Hon'ble ATE, the Commission is the view that this aspect is not
within its jurisdiction, and the objector may approach appropriate forum in this
regard, if so felt necessary.

RINFRA-G SPECIFIC OBJECTIONS

2.10 Plant Load Factor (PLF) and Incentive on Higher PLF

The Tata Power Company Limited (TPC) objected that the methodology adopted by
Rinfra-G for computation of incentive on PLF (>80%) on the net generation is not in
accordance with the MERC Tariff Regulations. TPC submitted that RinfraG has
computed incentive on the net generation after deducting actua auxiliary
consumption from the gross generation while as per the Tariff Regulations; normative
auxiliary consumption should have been deducted from gross generation for
computing net generation from incentive similar to the approach followed by TPC-G.

Several Shopping Malls submitted that Rinfra-G has estimated PLF of 94.90% for
second half of FY 2008-09 while the actual PLF achieved in H1 of FY 2008-09 and
FY 2007-08 was 103.26 % and 101.53%, respectively. RInfra-G has not provided any
rationale for the reduction in PLF during second half of FY 2008-09.

Energy Study Group (ESG) submitted that RInfra-G has claimed Rs. 21.68 Crore
towards PLF incentive, which is aimost equal to the employee expenses. ESG added
that PLF incentive ison higher side and should not be approved.
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RiInfra-G’s Response

Rinfra-G replied that the PLF incentive is applicable for generation in excess of 80%
target PLF as per the Tariff Regulations. RInfra-G added that PLF incentive would
work out higher with auxiliary consumption deducted on normative bas s as the actual
auxiliary consumption is lower than normative levels. The likely increase in PLF
incentive will be approximately Rs. 0.72 Crore.

Commission’s Ruling

The Commission does not agree with RInfra-G’ s submission in this regard asin a case
when the actual auxiliary consumption is lower than normative auxiliary
consumption, if the normative auxiliary consumption is deducted from the gross
generation to arrive at net generation, then the quantum of energy eligible for
incentive would be lesser as compared to net generation computed by deducting
actual auxiliary consumption from the gross generation, and accordingly the PLF
incentive would be lower. As detailed in Section 3 of the Order, the Commission has
allowed the incentive on higher PLF by computing the net generation in excess of
target PLF of 80% by deducting normative auxiliary consumption from the gross
generation. As regards the suggestion of not allowing incentive a all, the incentive is
allowed in accordance with the provisions of MERC Tariff Regulations and hence, it
would be a violation of the law. Regarding reduction in revised estimated generation
during second half of FY 2008-09, it is clarified that the Commission has not
undertaken any provisional truing up for FY 2008-09 at this stage and hence, has not
considered the revised estimated generation for FY 2008-09. The Commission during
the APR exercise for FY 2009-10 will undertake the final truing up for FY 2008-09
based on actual performance for the entire year.

2.11 Income Tax

TPC submitted that RInfra-G has capitalised the Flue Gas Desulphurisation (FGD) in
FY 2007-08 at an amount of Rs. 235 Crore. TPC submitted that such equipment
would be entitled for 100% depreciation under Income Tax Act as given for “Air
Pollution Control Equipment”. TPC submitted that RInfra-G should revise the income
tax liability for FY 2009-10 by considering 100% depreciation of the FGD equipment
and should claim only Minimum Alternative Tax (MAT) for FY 2009-10.

Energy Study Group (ESG) submitted that RInfra-G has projected income tax of Rs.
33.27 Crore for FY 2009-10 as against the Commission’s gpproval for Rs. 8.6 Crore,
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and the Commission should not gpprove such increase on account of the fact that the
increase in equity is negligible.

Rinfra-G’s Response

As regards the contention raised by ESG, RInfra-G referred to Section 3.14.2 of it
Petition, wherein the details of Income Tax have been given, and submitted that the
MAT rate was applicable till FY 2008-09. However, from FY 2009-10 onwards, the
corporate tax rate is applicable; hence, there has been an increase in income tax.

As regards the contention raised by TPC, Rinfra-G replied that in a year of MAT
applicability, the unabsorbed depreciation has not been carried forward; hence, it has
claimed income tax at corporate tax rates for FY 2009-10.

Commission’s Ruling

As regards the contention raised regarding income tax computation for FY 2009-10,
the Commission asked Rinfra-G to submit the details related to the impact of
capitaisation of FGD plant on income tax for FY 2009-10, MAT credit available due
to tax payable on MAT basis for previous years as well as the approach adopted by
RinfraaG for computing the income tax. RInfra-G, in its reply, submitted that the
MAT credit will be available during FY 2009-10 and substantially reduced the
income tax for FY 2009-10. The Commission has computed the income tax on MAT
basis for FY 2009-10 asdetailed in Section 5 of this Order.

2.12 Carrying Cost of Surplus

TPC submitted that RInfra-G has not considered the carrying cost on the surplus
amount of Rs. 15.71 Crore in FY 2007-08, whereas in case of RInfra-D, it has
considered carrying cost for under recovery in FY 2007-08. TPC submitted that
RInfra should maintain uniformity in approach for al cases.

Rinfra-G’s Response

Rinfra-G replied that the PLF incentive of Rs. 21.68 Crore has been included while
computing the annual revenue requirement for FY 2007-08, and has been reflected in
the revenue surplus of Rs. 15.71 Crore. RInfra-G added that as the accrued PLF
incentive has been considered at the time of truing-up for FY 2007-08, no interest has
been considered on the same.

Commission’s Ruling
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As regards the contention of carrying cost on the surplus of FY 2007-08, the
Commission is of the view that as the surplus/gap based on the final truing up
including efficiency gain/losses for the previous year would only be known at the
time of truing up, hence, the same needs to be considered in the ensuing year’ s ARR
and Tariff determination and it would not be appropriate to consider carrying cost on
the same, irrespective of whether there is a revenue surplus or revenue gap in the
previous year.

2.13 Generation Tariff

Dr. Ashok Pendse of Mumbai Grahak Panchayat submitted that the performance of
Dahanu Thermal Power Station in terms of heat rate, auxiliary consumption and
specific oil consumption are better than that of the Central Thermal Power Generating
Stations; however, the cost of power of Dahanu Plant is much higher than that of the
Central Thermal Power Generating Stations. He suggested that RInfra-G should a set
trgjectory for reduction in variable cost of power.

IHRA and Shri. Guruprasad Shetty submitted that net generation of Dahanu Plant has
been projected to go down to 3943 MU in FY 2009-10 from 4089 MU in FY 2007-08,
which has increased the cost of generation per KWh. Thisincrease is being transferred
to the consumers as this is a regulated business. In this regard, Rinfra would have
tried to reduce the generation cost if the tariff had been determined on a competitive
basis. They further submitted that in FY 2007-08, RInfra-G has generated 4089 MU
instead of 3222 MU and earned Rs. 192.47 Crore as additional revenue and further
charged Rs. 75.69 Crore from the consumers for not being inefficient.

Shri Parag M. Alavani submitted that the total expenditure of RInfra-G has increased
to Rs. 937.37 Crore in FY 2008-09 and Rs. 950.13 crore in FY 2009-10 from Rs.
780.44 Crorein FY 2008-09 and Rs. 750.18 crore in FY 2009-10, and RInfra-G has
not submitted the justification for such increase. Energy Study Group submitted that
Rinfra-G has projected Rs. 950.13 Crore towards revenue expense, which is higher by
Rs. 200 Crore as compared to the revenue expenses approved by the Commission.

Dadar Merchants Association submitted that in FY 2007-08, TPC-G generated
11,080 MU for atotal income of Rs. 6,440.58 Crore, while RInfra-G generated 8051
MU and had income of Rs. 6,331.50 Crore. Thus, RInfra-G has earned the same
income even though its generationis lower by 3273 MU.
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Rinfra-G’s Response

Rinfra-G replied that its Dahanu plant is one of the best performing plants in the
country. RinfraG submitted that the variable cost (fuel-coa) is dependent on the
administered price for domestic coal and market determined price for imported coal.

Rinfra-G replied that the net generation of RInfra-G generation plant for FY 2009-10
has been projected after providing for the preventive maintenance expected to be
undertaken during the year. The details for the same are available in Form 2.6 of
Rinfra-G financial model. Rinfra-G added that the generation from DTPS reflects one
of the best parameters and therefore, benefits the consumers.

Rinfra-G submitted that the computation of efficiency gains has been done in
accordance with MERC (Terms and Conditions of Tariff) Regulations, 2005 for
contributing additional units generated from Rinfra-G’ s low cost generation.

Rinfra-G submitted that in the situation of shortage of power in the country, the price
of power available in the market does not reflect the true generation cost. Rinfra-G
further replied that the cost of generation of power by RInfraG and TPC-G is taken
on actual bass in accordance with the MERC (Terms and Conditions of Tariff)
Regulations, 2005. The additional power purchased is at the market price. Further,
these costs are considered in the determination of ARR and RiInfra-D does not have
any profit element in these costs.

Commission’s Ruling

The Commission has addressed the issues related to fuel expenses and total
expenditure for FY 2008-09 and FY 2009-10 in Section 5 of the Order, while
analysing the various components of the Annual Fixed Charge and determining the
energy charges of DTPS.

2.14 Primary Fuel and Secondary Oil

IHRA and Shri Guruprasad Shetty submitted that the assumption of RInfra regarding
higher price of Primary fuel (Coa) and Secondary Oil (LDO) for FY 2009-10 is not
justifiable as the prices of almost all major commaodities have gone down in the recent
past. Further, the price of Fuel Qil has crashed to 119 cents per gallon in February
2009 from a peak of 420 cents per gallon in August 2008 and the price of crude oil
has reduced to Rs. 2,271 per barrel in February 2009 from Rs. 5,272 per barrel.
Further, the current prices are even lower than the prices prevailing in 2005, as
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observed from New York Mercantile Exchange (NYMEX). They submitted that the
fuel related expenses of RInfra-G should be lower in FY 2009-10 as compared to that
in FY 2007-08 due to lower input cost. They further submitted that the projections for
FY 2009-10 should be done based on the actuals of FY 2007-08, whereas RInfra-G
has made projection for FY 2009-10 based on the estimated numbers of FY 2008-009.

Several Shopping Malls submitted that RInfra-G has projected 5% increase in prices
for domestic coa for H2 of FY 2008-09 over prices prevailing in H1 of FY 2008-09.
Further, the average price of domestic coa in FY 2008-09 has been considered by
Rinfra-G for FY 2009-10. They further submitted that the projection for FY 2009-10
isincorrect as the prices of commodities and the transportation cost is also decreasing.

They further submitted that the current cod price is Rs. 2,644/MT(US $44) including
transportation cost, while RInfra-G has estimated the price as Rs. 3,977/MT, which is
incorrect.

They further submitted that RInfra-G has estimated Rs. 772.36 Crore as fuel cost for
FY 2009-10 against the cost of Rs. 580.95 Crore gpproved by the Commission.
RInfra-G has not provided any justification for such huge difference.

Energy Study Group submitted that RInfra-G has estimated Rs. 785.79 Crore towards
fuel related expenses for FY 2008-09, whereas the Commission approved Rs. 619.09
Crore. Further, RInfra-G has proposed 35% hike over audited fuel expenses of FY
2007-08, and the Commission should not approve such hike in expenses.

Rinfra-G’s Response

Rinfra-G submitted that the coal price does not move in the same manner as the fuel
oil price. It would be observed from the information given in RInfra-G' s Petition that
the cost of imported coa was lower in H1 of FY 2008-09 as compared to that
prevailing in H2 of the same year. The reverse trend is expected in FY 2009-10 and
therefore, the average price for FY 2009-10 has been assumed similar to FY 2008-009.

Rinfra-G replied that generation a Dahanu is coa based and is not directly related
with the movement in fuel oil prices. Further, in the situation of shortage of power in
the country, the price of power available in the market does not reflect the true
generation cost.
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RInfra-G submitted that there has been an increase in number of units generated vis-&
vis that approved by the Commission for FY 2008-09, as actua generation is
projected at 4340 MU as againg MERC approved quantum of 4128 MU. Rinfra
added that there has been an increase in the fuel prices (especially imported coa and
secondary oil), which has been explained in Section 3.7 of RInfra-G’s Petition.

Commission’s Ruling

The Commission has addressed this issue in detail in Section 5 of the Order while
determining the Energy Charges. As regards reduction in fuel prices in later part of
FY 2008-09, the Commission obtained and analysed the month-wise actual fue prices
and observed that the liquid fuel prices have reduced from November 2008 onwards.
The LDO price in October 2008 was Rs 38932/kL, which has reduced to Rs
36695/KL in February 2009. The Commission has considered the impact of reduction
in oil prices while approving the energy charges for FY 2009-10.

2.15 Auxiliary Consumption

Several Shopping Malls submitted that the actua auxiliary consumption was 8.30% in
FY 2007-08, while RInfra-G has estimated 9.14% for FY 2008-09 and FY 2009-10,
which has resulted in a loss of approximately 36 MU. Also, RinfraG has failed to
provide any justification for such higher auxiliary consumption.

Rinfra-G’s Response
RInfra-G has not submitted any reply to this objection.
Commission’s Ruling

As regards the contention raised regarding the increased auxiliary consumption for
FY 2008-09 and FY 2009-10, it is clarified that over and above the normative
auxiliary consumption, auxiliary consumption of Flue Gas Desulphurisation (FGD)
plant has also been considered. Further, while determining the tariff for the ensuing
year, the Commission determines the tariff based on normative performance
parameters and impact of better or poorer actual performance with respect to
normative performance parameters including sharing of efficiency gaing/losses are
considered at the time of truing up.
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2.16 Station Heat Rate and Secondary Fuel Oil Consumption

Globus Stores Private Ltd. submitted that RInfra-G has considered Station Heat Rate
of 2500 kcal/kWh for FY 2009-10, while the actual heat rate was 2303.19 in H1 of
FY 2008-09, which has resulted in higher fuel cost for per kWh generation. They
added that RInfra-G should revise the station heet rate to reflect the actual data. They
added that RInfra-G has estimated consumption of secondary fuel a normative rate of
2 ml/kwWh, which has resulted in increase in fuel cost by Rs. 22 Crore. Further,
Rinfra-G has not provided any plausible justification for the same.

Rinfra-G’s Response
Rinfra-G has not submitted any reply to this objection.
Commission’s Ruling

The MERC Tariff Regulations stipulate normative SHR of 2500 kcal/kWh and
Secondary Fuel Consumption of 2 ml/kWh. In the Tariff Order for FY 2006-07 in
Case No. 25 of 2005 and 53 of 2005, the Commission had approved SHR of 2350
kcal/kwh and Secondary Fuel Consumption of 0.8 mi/kWh for DTPS, with the view
that the consumers should benefit from the historically better performance of Rinfra
G in this regard, while at the same time retaining some incentive for Rinfra-G to
continue to achieve better than normative levels. However, the ATE, in its Judgment
in Appea No. 251 of 2006 ruled that the Commission should alow SHR and
Secondary Fuel Consumption at normative levels stipulated in the MERC Tariff
Regulations, and should not specify revised norms for Utilities, which have
consistently performed better than the norm. Accordingly, the Commission while
approving the tariff determines the variable cost of RInfraG on normative basis by
applying norms stipulated in the MERC Tariff Regulations and benefits of better
actual or poorer performance with respect to normative performance parameters
including sharing of efficiency gains/losses are considered at the time of truing up.

2.17 Efficiency gainsdueto operational performance

Shoppers Stop limited and several other Shopping Malls submitted that RInfra-G has
determined Fuel Adjustment Cost (FAC) for FY 2007-08 by comparing the normative
Rate of Energy Charges (REC) of Rs. 1.610 per kWh at ex bus with Rs. 1.552 per
kWh approved by the Commission. However, the actual REC was Rs. 1.412 per kWh,
which was lesser than the gpproved REC. Rinfra-G has computed average FAC for
FY 2007-08 based on Rs. 0.058 per kWh (Rs. 1.610 — Rs. 1.552) which worked out to
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Rs. 23.72 Crore. Further, Rinfra-G has worked out the efficiency gains by deducting
the actua REC from the normative REC. They added that the computation of
efficiency gains is not justifiable as it prima facie seems to be double counting of
gains. They added that third party audit should be done in this regard.

Rinfra-G’s Response
RInfra-G has not submitted any reply to this objection.
Commission’s Ruling

As regards the contention raised regarding the sharing of gains in fuel cost on account
of better performance parameters, the Commission observed that RInfraG has
computed the efficiency gain based on net hest rate. If efficiency gain is computed on
the basis of net heat rate, then the benefit of the better auxiliary consumption will get
passed on twice as any gain in the net generation due to the reduction in the auxiliary
consumption is realised through the extra sales by RInfraG. Therefore, the
Commission has considered the efficiency gain on account of fuel cost on the bass of
gross heat rate and any benefit due to the better auxiliary consumption has been
considered in the truing up of the revenue rather than truing up of the expenditure.
Further, the Commission has considered the sharing of gains in accordance with the
provisions of the MERC Tariff Regulations and has considered the sharing of gains as
onethird to be shared with the Distribution Licensese, i.e., RInfra-D, and two thirds of
the gain to beretained by Rinfra-G.

2.18 Sharing of Gainsand losses for Fuel cost

Energy Group Study enquired whether the amount indicated againg adjustment was
profit or loss, and stated that RIinfra-G should clarify the basis for the expense of Rs.
54.01 Crore. They further suggested that RInfra should classify the expenses under
controllable and un-controllable heads.

Rinfra-G’s Response

Rinfra-G stated that the detailed explanation in this regard is given in Section 2.9 and
Form 11 of Rinfra-G’s Petition. The amount indicated against adjustment reflects the
share of RInfra-G in total efficiency gains. One-third share (Rs. 27 crore) has been
passed on to the consumers in accordance with the MERC (Terms and Conditions of
Tariff) Regulations, 2005.
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Rinfra-G added that Format 1 of RinfraG's Financial Model and Section 2.15 of
Rinfra-G’s Petition also should be referred in this regard. Rs. 277 Crore includes Rs.
54.01 Crore towards efficiency gains and Rs. 21.68 Crore towards PLF incentives,
which are alowed during truing up and are not part of fixed cost approved by the
Commission.

Commission’s Ruling

In accordance with the MERC Tariff Regulations, the sharing of gains and lossesisto
be carried out at the end of the year based on the actual performance for the entire
year. Accordingly, the Commission has determined the sharing of gains and losses on
account of controllable factors for FY 2007-08, as detailed in Section 3 of this Order.
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3 TRUING UP OF AGGREGATE REVENUE REQUIREMENT
FOR FY 2007-08

Rinfra-G, in its Petition, has sought approva for the final truing up of expenditure and
revenue for FY 2007-08 based on actual expenditure and revenue for FY 2007-08 as
per Audited Accounts. RInfracG provided the comparison of actua revenue and
expenditure against each head with the revenue and expenditure approved by the
Commission along with the reasons for deviations and also proposed the sharing of
the efficiency gain/loss for each head of expenses and revenue, as applicable.

Accordingly, the Commission in this Section has analysed all the elements of actual
revenue and expenses for RInfra-G for FY 2007-08, and has undertaken the truing up
of expenses and revenue after prudence check. Further, for FY 2007-08, the
Commission has approved the sharing of gains and losses on account of controllable
factors between RInfra-G and the Distribution Licenseg, i.e., RInfra-D, in accordance
with Regulation 19 of the MERC Tariff Regulations, in this Section.

3.1 Gross Generation and Plant Load Factor

The Commission, in its MYT Order dated April 18, 2007 in Case No. 74 of 2006
approved gross generation of 4128.15 MU. However, the actua gross generation
achieved during FY 2007-08 is 4459.12 MU, which is higher than the quantum
approved by the Commission and has been accepted by the Commission for truing up
purposes. Rinfra-G, during FY 2007-08, achieved a Plant Load Factor (PLF) of
101.53% as against the approved PLF of 95.25%.

The Commission asked RInfra-G to submit the justification for reporting PLF more
than 100% during FY 2007-08. RInfra-G submitted that the high PLF of DTPS is a
result of high availability of DTPS (around 97.6% in FY 2007-08) and higher loading
of Units, when available. RInfra-G also submitted that various measures and systems
have been adopted that helped DTPS to achieve a higher availability by reducing time
towards planned and forced maintenance.

The Commission asked RInfra-G to clarify whether the continuous operations of the
Units a more than 100% PLF would have an adverse impact on the life of the
machine in the long run and asked RiInfra to submit the likely impact of higher PLF
on plant equipment on the basis of Original Equipment Manufacturer’'s (OEM)
recommendations on the design parameters.

Rinfra-G submitted that the constant loading of DTPS Units above 100% has been
achieved due to the following reasons:
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Using good quality codl;

Good condenser vacuum;

Good operation and maintenance practices,

Trained manpower;

Condition and monitoring of all the equipments using latest technology;
Annual overhaul of machines as recommended by OEM;

Monitoring and control of al the plant parameters through state-of-art control
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system and M1S.
Rinfra-G further submitted that following recommendation/inputs of OEM are being
considered:
@ Residual life assessment (RLA) study carried out through OEM in which no
abnormality was observed
@ OEM had carried out detailed study of al the equipment a higher loads of
operation above 100%. Based on the study:
0 Generator is operated within the capability curve recommended by
OEM
o0 Steam flow from the boiler is within the limits recommended by OEM
o All other equipments are operated within the design parameters

Rinfra-G further confirmed that on account of the above it does not envisage any risk
or adverse impact on plant equipment due to continuous operation above 100%
loading. The Commission may get an independent technical study done in this
respect, since RInfra-G has achieved over 100% PLF for the last five years.

Further, the Commission observed that the PLF has been reported higher than the
Availability factor and asked RInfra-G to clarify the same, since conventionally, PLF
should be equal to or lesser than the availability. RiInfraeG submitted that
mathematically, PLF is the product of Availability factor and loading of the plant
(generator) during availability. Thus, PLF need not be equa to or lesser than the
availability.

The summary of availability, gross generation and PLF approved by the Commission
in MYT Order for FY 2007-08, actual availability, gross generation and PLF during
FY 2007-08, and availability, gross generation and PLF considered for truing up is
shown in the Table below:

Table: Summary of Availability, PLF (%) & Gross Generation (MU) for FY 2007-
08

Particulars MYT Order Actuals | Allowed after truing up
Availability 94.25% 96.70% 96.70%
PLF 94.25% | 101.53% 101.53%
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Particulars MYT Order Actuals | Allowed after truing up
Gross Generation (M U) 4128.15 4459.12 4459.12

3.2 Auxiliary Consumption

Rinfra-G, in its Petition, submitted that the auxiliary consumption for DTPS during
FY 2007-08 was 7.67%, based on actual generation. RInfraG submitted that it has
considered the normative auxiliary power consumption of 8.5% for truing up. RInfra-
G submitted that it has been able to maintain its auxiliary consumption a around the
levels of 7.7% over the last five years (excluding the auxiliary consumption of Flue
Gas Desulphurisation (FGD) plant), even though there has been a constant increase in
the availability and loading of machines. RInfra-G further submitted that the DTPS’
team’s constant endeavour to employ more and more energy efficient measures in the
plant and their dedication and diligence towards maintenance and overhaul of the
Units at regular intervals results in the plant bettering all established norms. Rinfra-G
submitted that various projects under integrated energy efficiency and reliability
improvement programmes have been initiated and successfully completed at DTPS,
which have resulted in savings of around 973.6 KW in auxiliary consumption. As
regards the benefit of reduction in the auxiliary consumption, the Commission asked
the reasons from RInfra-G for not proposing to re-set the norm for auxiliary
consumption on account of such guaranteed savings in auxiliary energy consumption,
asit has proposed to recover the complete cost from consumers on this behalf.

In this regard, RInfra-G submitted that the MERC Tariff Regulations has defined a
common norm based on industry performance. The incentive, if any, reflects the
initiative taken for better performance compared to the norms. It may be stated that
though the capex contributes in supporting the improvement; however, a substantial
part is achieved through better operational management. It is therefore, desirable that
such initiatives for better performance are not diluted and should only be adjusted if
the industry as a whole reflects improvements over such norms. RinfraG further
guoted the following observation of the ATE, in the matter, in Appeal No. 251 of
2006, in its support that norms should be changed if at all for the industry and not for
individual performer:

“56. The Proviso to Regulation 26.2 of MERC does provide leeway to MERC
to deviate from the norms where it so deems appropriate having regard to the
circumstances of the case. It can be understood if it makes a departure from
the normif a station has met an accident or hasinherent deficienciesin design
or workmanship and unless the norms are so moderated generator will have
no incentive to generate and may have to wind up if the station continually

operates at below norms. We are not convinced that MERC can upgrade
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norms for individual generator even if it performed better year after year. If
the entire industry operates at better operating parameters for sufficient
number of years, then MERC may consider to revise the norms for all.”

RinfraG submitted that the actua auxiliary consumption of FGD plant was 27.84
MU as compared to 35 MU approved by the Commission. Further, RinfraG
submitted that since there are no norms specified for auxiliary power consumption of
FGD plant, it has considered the actual consumption of FGD plant for truing up
purposes.

The Commission considers this as a controllable parameter and hence, difference
between the normative auxiliary consumption of 8.5% for FY 2007-08 plus actual
consumption of 27.84 MU of FGD plant for FY 2007-08 is taken for computing the
sharing of efficiency gain with the consumers. The summary of auxiliary consumption
approved in the APR Order, actual auxiliary consumption and auxiliary consumption
considered for truing up for FY 2007-08 is given in the following Table:

Table: Auxiliary Consumption for FY 2007-08

Particulars APR Actuals | Normative Allowed
Unit Order after truing up
Auxiliary Power Consumption without FGD | % 8.50% 7.67% 8.50%
Additiona Auxiliary Consumption For FGD | MU 35.00 27.84 27.84
Auxiliary Power Consumption with FGD % 9.35% 8.30% 9.12%

3.3 Station Heat Rate

Rinfra-G, in its Petition, submitted that the actua heat rate achieved during FY 2007-
08 is 2279 kcal/kWh as compared to 2500 kcal/kWh specified in the MERC Tariff
Regulations. The Commission, inits MY T Order dated April 18, 2007 in Case No. 74
of 2006 and APR Order in Case No. 65 of 2007, had approved the normative heat rate
of 2500 kcal/kWh considering the impact of the ATE Judgment in Apped No. 251 of
2006 for determining the fuel cost. RInfra-G submitted that it has considered the heat
rate of 2500 kcal/kWh for truing up purposes for FY 2007-08.

The Commission while accepting normative heat rate for truing up purposes, has
considered the difference between the normative heat rate and the actual heet rate for
FY 2007-08 for computing the efficiency gains. The summary of heat rate approved
inthe APR Order, actual heat rate and hest rate as considered by the Commission for
truing up for FY 2007-08 is given in the following Table:
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Table: Heat Rate (kcal/kWh)
Particulars APR Order | Actuals | Normative Allowed after truing up
Heat Rate 2500 2279 2500

3.4 Secondary Fuel Oil Consumption

Rinfra-G submitted that during FY 2007-08, it has used only Light Diesel Gil (LDO)
as secondary fuel for power generation. RInfra-G, in its Petition, submitted that the
actual secondary fuel oil consumption during FY 2007-08 is 0.127 ml/kWh as
compared to 2 ml/kWh specified in the Tariff Regulations.

The Commission has considered the normative secondary fuel oil consumption as
specified in the Tariff Regulations, i.e., 2 ml/kWh for the purpose of the truing up for
FY 2007-08. The difference between the actual secondary fuel consumption of 0.127
ml/kWh and the normative secondary oil consumption of 2 ml/kWh has been
considered for computing the efficiency gain due to controllable factors.

The summary of actua secondary fuel oil consumption for FY 2007-08, and
secondary fuel oil consumption as considered by the Commission for truing up is
giveninthefollowing Table:

Table: Secondary Fuel Oil Consumption (ml/kWh)
Particular APR Order | Actuals |Normative Allowed after truing up
Secondary Fuel Oil Consumption 2.00 0.127 2.00

3.5 Blendingof coal, fuel priceand fuel calorific value

The Commission, in its MYT Order dated April 18, 2007 in Case No. 74 of 2006,
considered the fuel prices and calorific value of fuels based on the actuals for the
period from April 2006 to September 2006. The variation in the fuel prices during FY
2007-08 has been recovered by Rinfra as part of Fuel Adjustment Cost (FAC)
charges.

Rinfra-G submitted that during FY 2007-08, it has used a blend of washed coal, raw
(F Grade) and imported coal as primary fuel. RIinfraaG further submitted that the
primary fuel cost has been corrected/adjusted for the actua transit losses. RInfraG
added that based on the specific fuel consumption and fuel prices, the total actual fuel
cost for FY 2007-08 works out to Rs. 577.46 crore. RInfra-G further submitted that
based on the actua fuel costs and normative performance parameters (station heat rate
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and secondary fuel oil consumption), the normative fuel cost works out to Rs. 658.48
crore.

Rinfra-G submitted that the variation in the fuel cost of DTPS is due to variation in
the operational parameters like heat rate and secondary fuel oil consumption, which
are controllable factors. For washed coal, the actual transit losses were 1.50% and the
actual transit loss of imported coal was 0.35%. RInfra-G submitted that the transit loss
of washed coal is primarily arising due to higher loading of wagons by Indian
Railways, which had increased the mandatory loading by 4.0 MT per wagon. As
regards the transit loss for imported coal, RinfraG submitted that the transit loss
occurs while unloading from the vessel to barge, barge to jetty and from jetty to DTPS
coal-yard. Hence, for truing up purpose, RInfra-G has considered the transit loss of
primary fuel(s) as uncontrollable factor and accordingly factored actual transit losses
for truing up fuel cost.

The Commission does not accept RinfraaG's contention. RInfracG should have
entered into proper contracts to get imported coa on delivery basis. and hence, the
Commission has not considered any transit loss for imported coal, since the MERC
Tariff Regulations do not provide for any transit loss on imported coa. However, for
washed coa, the Commission has considered the normative transit loss of 0.8% for
truing up purposes.

Rinfra-G submitted data on the actual fuel prices and calorific value of respective
fuels for FY 2007-08. For the purpose of truing up of fuel costs (variable cost of
generation) for FY 2007-08, the Commission has considered the actual fuel costs and
actual calorific value, as given in the Table below:

Table: Fuel Price and Calorific Value of Primary Fuel

Particulars MYT Order | Actuals | Allowed after truing up
A. Fue Price (R¥MT)

Washed Coal 2234 2275 2259
Raw (F Grade) Cod - 1918 1918
Imported Coal 2201 2798 2789
B. Calorific Value (kcal/kg)

Washed Coal 3840 3946 3946
Raw (F Grade) Cod - 3380 3380
Imported Coal 5053 5136 5136
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Table: Fuel Price and Calorific Value of Secondary Fuel

Particulars Tariff Order Actuals Allowed after truing up
A. Fuel Price (Rs/kL)

HFO 23,150

LDO 26,404 27,889 27,889

B. Calorific Value (kcal/kg)

HFO 10,100

LDO 9,509 9,546 9,546

3.6 Total Fuel Costs

Rinfra-G, in its Petition, submitted that the total actual fuel cost for FY 2007-08 is
estimated to be Rs. 577.46 crore.

Based on the normative performance parameters, fuel prices and fuel calorific value
as discussed in above paragraphs, the total fuel costs and variable cost of generation
for FY 2007-08 are summarised in the following Table:

Table: Fuel Costs (Rs Crore)
Particulars MYT Actuals Normative as Nor mative Allowed
Order submitted by after truing up
Rinfra-G
Coal Cost 575.88 633.38 624.24
Secondary Fuel Costs 1.58 25.10 24.87
Total Fuel Costs 580.92 577.46 658.48 649.11

3.7 O&M Expenses

The Operation and Maintenance (O&M) expenditure comprises employee related
expenditure, Administrative and General (A&G) expenditure, and Repair and
Maintenance (R&M) expenditure. RinfraG's submissions on each of these
expenditure heads, and the Commission’s ruling on the truing up of the O&M
expenditure heads are detailed below.

RInfra-G submitted that the Commission in its APR Order in Case No. 65 of 2007,
undertook the provisional truing up for O&M expenses for FY 2007-08, wherein the
base O&M expenses was escalated with escalation rate of 5.29% in accordance with
Regulation 34.6.1 of the Tariff Regulations. In addition to such expenses as arrived at
after applying normative escalation under the Regulations referred to above, Rs. 4.93
crore towards wage revision after applying 5.29% escalation on actual wage revision
of Rs. 4.68 crore in FY 2006-07 were further increased. In addition, on account of
FGD, Rs 5.00 crore were added towards R& M expenses of FGD plant. However,
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during FY 08, RInfra-G incurred Rs.77.51 crore of O& M expenses as compared to Rs.
69.95 crore approved by the Commission in the APR Order.

The various components of O& M Expenses are e aborated below:

3.7.1 Employee Expenses

Rinfra-G submitted that the wage revision of its employees was due from FY 2006-07
and an amount of Rs. 4.68 crore was provisioned and paid to the employees during
FY 2006-07, due to which the liability of RInfra-G towards termina benefits to
employees also increased by Rs. 1.52 crore during FY 2006-07. RIinfra-G submitted
that the Commission, while undertaking the truing up for FY 2006-07 considered only
Rs. 4.68 crore and did not consider the impact of wage revision on terminal benefits
to the extent of Rs. 1.52 crore. During provisional truing up of FY 2007-08, the
Commission approved an increase of 5.29 % over the wage revision of Rs. 4.68 crore.
However, the actual base figure of wage revision expenses for FY 2006-07 that the
Commission should have been considered is Rs. 6.20 crore (Rs.4.68 crore plus Rs.
1.52 crore). Hence, based on the Commission approved inflationary increase of
5.29%, the total additional employee expenses allowable for FY 2007-08 works out to
Rs. 6.53 crore (i.e., 6.20* 1.0529).

Rinfra-G further submitted thet it is experiencing severe attrition of its employees on
account of entry of several private sector players in power generation business and it
is becoming difficult to find and recruit qualified and skilled manpower at short
notice. The problem is more severe in technical function wherein experienced
personnel require some time to adjust to new sysems a DTPS. To cope with this
stuation and to ensure business continuity in the medium and long-term, Rinfra-G
has increased its employee strength especially in executive cadre of technical
function, during FY 2007-08 and FY 2008-09. The increase is also necessitated by
commissioning of FGD plant and renovation and modernization projects being
implemented towards auxiliary consumption reduction, heat rate improvement, water
conservation, ash utilization, reliability improvement, environmental management.
Accordingly, RInfra-G submitted that the number of employees working at RIinfra-G
has increased to 519 from a figure of 487 employees in FY 2006-07. RinfraG
submitted the additional impact on account of new employees as Rs.1.22 crore in FY
2007-08.
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3.7.2 A&G Expenses

Rinfra-G submitted that the actual A&G expenses in FY 2007-08 were Rs 16.49
crore.

3.7.3 R&M Expenses

RinfraeG submitted that it has incurred additional R&M expenses on account of
uncontrollable factors (events) such as repairs to a collapsed bridge connecting the
power station with ash pond, repairs undertaken for drains and roads damaged during
construction of FGD plant. RInfra-G submitted that an amount to the extent of Rs.
0.51 crore was spent towards these uncontrollable events.

RinfraaG submitted that as the FGD plant was originaly scheduled for
commissioning in September 2007, the Commission alowed Rs. 10.00 crore as R&M
expenses towards FGD plant for FY 2007-08 (on pro rata basis for 7 month operation
between September 2007- March 2008). However, the FGD plant was commissioned
in October 2007 and due to half year operation in FY 2007-08, the Commission in the
APR Order in Case No. 65 of 2007, allowed Rs. 5.00 crore towards R&M expenses of
FGD plant. RInfra-G submitted that the actual R& M expenses incurred on FGD plant
are Rs. 0.30 crore, which is due to negligible requirement of R&M expense on
account of fact that the FGD plant is very new.

The summary of the O&M expenses as submitted by the RInfra-G has been shown in
the following Table:

Rscrore
Particulars APR Order | Actual
0O&M Expenses (escalated from base expenses) 60.02 68.95
Impact of wage revision for FY08 4,93 6.53
Additiona R&M (for FGD plant) 5.00 0.30
Additiona expensesfor increase in employee strength 1.22
Additiona R&M expenses to meet uncontrollable events 0.51
Tatal O& M expenses 69.95 77.51

Rinfra-G submitted that the actual O&M expenses are higher than the amount arrived
by escalating the base O& M expenses and submitted that the deviation is primarily on
account of two factors, viz.,
v/ Firstly, the methodology used to estimate the base expenses, and;
v Secondly, the actua rate of increase vis-a-vis the rate considered by the
Commission.
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The MERC Tariff Regulations stipulates that for the purpose of allowing O&M
expenses, the actua expenses for the period from FY 1999-2000 to FY 2003-04 shall
be averaged to arrive at the base expenses as at March 31, 2002. Such base expenses
shall be escalated at 4% per annum to arrive at O&M expenses for the purpose of
tariff, for subsequent financial years. The MERC Tariff Regulations also state that any
abnormal expenses shall be allowed separately, subject to prudence check by the
Commission. RiInfraG requested the Commission to re-visit the methodology on
account of the following factors:

1.

Inflationary increase permitted at 4% by the Commission does not reflect the
actual cost escalation on account of inflation. Inflation, being an
uncontrollable factor, it is necessary to adopt an escalation factor that best
reflects the prevailing economic and market conditions and variations from
such rate should be alowed as pass through.
From FY 2002-03, RinfraeG made mgor changes in the operations and
management of DTPS plant, instituted processes and systems and carried out
a variety of technological interventions to improve the performance of the
plant. Also, in FY 2002-03, DTPS plant was affected by flooding, which
required major maintenance and consequent expenditure. These factors are
reflected both in the performance as aso in the total O&M expenses of the
plant post FY 2001-02, as stated below:
a PLFincreased to 100.30% in FY 2003-04 from 90.50% in FY
2002-03. Similarly, Availability increased to 96.84% from
91.03%.
b. O&M expenses for FY 2001-02 were Rs. 39.80 crore, which

increased to Rs. 62 crore in FY 2002-03, i.e., an increase of

56%.
Rinfra-G submitted that it has constantly run the plant at over 100% PLF
and is constantly carrying out maintenance and overhaul initiatives to sustain
these high efficiency and reliability levels even with ageing Units of DTPS,
which clocked 1,00,000 hours of operation.
For the period from FY 1999-2000 to FY 2003-04, the norma O&M
expenses of FY 2002-03 and FY 2003-04 are, therefore, subdued due to
averaging of expenses over this period. The Base Expenses at March 31,
2002 arrived at after averaging would, therefore, remain lower than actual
expenses. Accordingly, expenses arrived after escalating these base O&M
expenses also does not reflect the actual expenses.
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Rinfra-G submitted that in view of the above, the pattern and magnitude of O&M
expenses a DPTS Plant has, therefore, considerably changed from FY 2002-03
onwards. Furthermore, the escalation factor being pegged at 4% does not reflect the
actual levels of inflation during the intervening years. For example, the rate of
increase in employee expenses is between 10%-15% and R&M of plant machinery by
OEMs (e.g., BHEL) also increases by 10%-12% compared to normétive rate (4%) or
inflationary rate (5-6%) considered by the Commission.

Accordingly, RInfra-G requested the Commission to refine the methodology of
arriving at base O&M expenses, which the Commission could employ going forward
to alow normative O&M expenses for the financial year for which tariff is being
gpproved. This would work by computing a rolling average of O&M expenses
(allowed by the Commission after truing up) to determine Base Expenses, instead of
computing afixed average, as elaborated below:

1. Tariff determination for Financial Year ‘n' (Ensuing Y ear)

2. Base O&M expenses would consider actua expenses (as alowed in
the final truing up by the Commission) for financial years ‘n-6' to ‘n-
2. Financial Year ‘n-1" being the Current Year would only have first
half actuals available, and hence, would not be considered.

3. The Base Expenses so arrived at will be at March 31, of FY ‘n-4'.

4. Instead of merely considering an escalation factor of 4%, these
expenses should be inflated by actua inflation index of each
intervening year to arrive a permissible O& M expenses for FY ‘n’.
The actual inflation index could be worked out by using a suitable
combination of annual CPl and WPl values for each intervening
financial year.

5. At the time of truing-up for FY ‘n’, al uncontrollable expenses should
be permitted over and above the normative allowance, subject to
prudence check by the Commission.

Rinfra-G submitted that this method would result in the allowed O&M expenses to
mimic the actual incurrence more closely and would aso permit pass through of the
risk of inflation, which is otherwise uncontrollable. Further, such rolling average
would ensure that the effect of necessary and uncontrollable expenses or abnormal
expenses incurred for the sake of greater plant efficiency in the intervening years gets
accommodated in the Base Expenses.
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Based on the above methodology, RInfra-G estimated base O&M for FY 2007-08 by
taking average of previous 5 years. The details of O&M expenses of previous 5 years
(FY 2002-03-FY 2006-07) as submitted by RInfra-G are tabulated below:

Rs. crore

Particulars FY 99 | FYO00- | FYOl- | FY 02- | FY 03- | FY 04- | FY 05 | FY
00 01 02 03 04 05 06 06-07
Employee expenses 7.50 11.36 11.70 | 13.00| 18.78| 2480 | 2261 | 21.95
A& G expenses 8.10 8.10 810 | 1740 | 1410| 1757 | 16.96| 13.60
R&M expenses 13.96 920 | 20.00| 3160 | 26.39| 2138| 2288 | 26.89
Tota O&M 29.56 2866 | 39.80| 62.00| 59.27| 63.75| 6245 | 62.39

Rinfra-G submitted that the average for the period FY 2002-03 to FY 2006-07 works
out to Rs. 61.97 crore, which becomes the base O&M expense for FY 2004-05. This
is escalated at 4% twice, in accordance with the Tariff Regulations, to arrive at the
base O&M expenses for FY 2006-07, which works out to Rs. 67.03 crore. Thus, with
a inflationary increase of 5.29% considered by the Commission, the base O&M
expenses for FY 2007-08 works out to Rs. 70.57 crore, which is more than the base
expenses of Rs. 68.95 crore as considered by the Commission in its APR Order in
Case No. 65 of 2007. Accordingly, RinfraG requested the Commission to allow
actual O&M expenses of Rs. 77.51 crore during the truing up.

As regards the request of RInfra-G regarding determination of the base O&M
expenses, the Commission clarifies once again that it has strictly adhered to the
provisions of the Tariff Regulation in this regard and the MY T Order in Case No. 74
of 2006, which stipulates, as follows:

“As per clause 34.6.1 of the MERC (Terms and Conditions of Tariff)
Regulation, 2005, the Commission has prescribed the methodology of arriving
at the Operation and Maintenance expenses for existing generating stations.
The relevant extract is given as below:

(a) The operation and maintenance expenses including insurance
shall be derived on the basis of the average of the actual operation and
maintenance expenses for the five (5) years ending March 31, 2004,
based on the audited financial statements, excluding abnormal
operation and maintenance expenses, if any, subject to prudence check
by the Commission.
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(b) The average of such operation and maintenance expenses shall be
considered as operation and maintenance expenses for the financial
year ended March 31, 2002 and shall be escalated at the rate of 4 per
cent per annum to arrive at operation and maintenance expenses for
the base year commencing April 1, 2005.

(c) The base operation and maintenance expenses for each subsequent
year shall be escalated at the rate of 4 per cent per annumto arrive at
permissible operation and maintenance expenses for such financial
year...”

As per the ATE Order dated April 4, 2007, the Commission has considered the
actual audited numbers as base to project the Operation and Maintenance
Expenses for the control period. The Petitioner has submitted the data on the
O&M expenses for the period FY 1999-00 to FY 2005-06. Applying the
regulation, the average actual expenses for the five years ending FY 2003-04,
works out to Rs 46.85 Crore. The base O&M expenses of Rs 46.85 Crore have
been escalated by 4% per annum till FY 2006-07 in accordance with the rate
specified in the Tariff Regulations.”

Rinfra-G, in the tariff determination process of last (third) year of first Control Period,
has proposed to revise the methodology for allowing the O& M expenses. RInfra-G in
its MYT Petition and APR Petition for FY 2007-08 had not raised this issue of
modification in methodology of O&M expenses. The Commission therefore rejects
Rinfra-G’s request to modify the methodology of O&M expenses for the last year of
the first Control Period. In any case, RInfra-G’ s request would amount to amendment
of the MERC Tariff Regulations for which, there is a separate process that has been
prescribed, and cannot be done under the APR Petition of one of the Utilities in the
State.

The Commission approved the overall O&M expenses of Rs. 70.07 crore for FY
2007-08 in the MYT Order on normative basis in accordance with the provisions of
the MERC Tariff Regulations. The Commission in the APR Order in Case No. 65 of
2007 had undertaken the provisional truing up of O&M expenses for FY 2007-08 and
aso revised the O&M expenses on following accounts:

Additional R&M expense for FGD plant of Rs. 5 crore as against approved
R&M expense for FGD plant of Rs. 10 crore on account of the fact that the
FGD plants of Unit-1 and Unit-11 were put into operation with effect from
October 5, 2007, after trial runs. As, the FGD plant is operational only for
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around six months of the year , viz., October 6, 2007 to March 31, 2008, the
Commission considered the R&M expense as approved inthe MY T Order on
prorata basis.

Further, RInfra-G in the APR Petition for FY 2007-08 in Case No. 65 of 2007 had not
apprised the Commission regarding increase in employee base. RInfra-G submitted
that it regretted the omission in this regard. It is hard to accept mistakes of such
important nature, as the sanctity of submitting the Petition under an affidavit is lost.

The Commission has clearly stipulated that the O&M expenses as approved in the
APR Order in Case No. 65 of 2007 would form the basis for computing the sharing of
gains and losses. As regards the consideration of impact of Rs. 1.52 crore on account
of increase in terminal benefits due to wage revision pertaining to FY 2006-07, the
Commission has increased the allowable expenses for FY 2007-08 by Rs. 1.60 crore
(1.50*1.0529=1.60). However, as the Commission has stipulated in the APR Order in
Case No. 65 of 2007 that the alowed level of additional R&M expenses for FGD
plant would be reviewed based on the analysis of R&M expenses requirements
elsewhere in the country or the Commission may appoint an independent technical
expert to undertake a study in this regard. In the interim, the Commission has
considered the actual additional R&M expenses for FGD plant incurred in FY 2007-
08. The summary of the O&M expenses approved in the APR Order for FY 2007-08,
actual O&M expenses and O&M expenses considered by the Commission for
computing sharing of losses is shown in the Table below:

Rs. crore

Particulars APR Actual for FY Base considered for

Order 2007-08 sharing of gaing/losses
O&M expenses 60.02 68.95 60.02
Impact of Wage revision 4.93 4.93
Impact of termina benefits on account 6.53 160
of wage revision '
Additiona R&M expenses for FGD 5 0.30 0.30
Additional Expense for increase in 122 0.00
employee strength
Additiona R&M expenses to meet 051 0.00
uncontrollable events
Tatal O& M expenses 69.95 77.51 66.85

MERC, Mumbai Page 48 of 109



Case No. 120 of 2008 MERC Order for Rinfra-G for APR of FY 2008-089 and Tariff for FY 2009-10

3.8 Capital expenditure and Capitalisation

The Commission has examined the actual capitalisation claimed by Rinfra-G in detail
as against the various capex schemes approved by the Commission. Further, as
against permitted capital expenditure of Rs. 193.04 crore and corresponding
capitalisation of Rs 272.14 crore considered under its APR Order dated April 21,
2008 in Case No. 65 of 2007, actual capitalisation by Rinfra-G during FY 2007-08
amounted to Rs. 249.18 crore. Rinfra-G submitted that the primary reason for
deviation is lower capitalisation under FGD plant due to few initial spares, which
were yet to be received. The Commission has verified the actual capitalisation
claimed by RInfraeG as against the capex schemes already approved by the
Commission. The views of the Commission on the capitalisation of various capital
schemes during FY 2007-08 are as under:

For the purpose of truing up for FY 2007-08, the Commission has considered
capitalisation of the FGD Pant, which has been commissioned in October 2007, as
the Commission has approved this DPR scheme. Though the Commission has
considered the capitalisation towards FGD Plant, the Commission directs RInfra-G
to submit the details of the actual benefit derived in accordance with benefits
dipulated in the DPR within 2 months from the date of this Order. Further, the
Commission asked RInfra-G to submit the detailed computation of Interest during
Congtruction (IDC), which has been submitted by RInfra-G as shown in the Table
below:

Rs. crore
Particulars FY 2005-06 FY 2006-07 FY 2007-08
Opening Balance of Loan - 7.48 41.24
Loan Addition during the year 7.48 33.75 171.37
Closing Balance 7.48 41.24 -
Average Loan 3.74 24.36 126.92
IDC 0.28 2.44 6.35

As regards the computation of IDC for FGD project, the Commission observed that
Rinfra-G has considered loan addition during FY 2007-08 as 100% of the actual
capital expenditure during FY 2007-08. The Commission while considering the IDC
for FGD project has considered 70% of the capital expenditure during FY 2007-08 as
normative loan addition. Accordingly, the Commission has considered the IDC for
FGD Plant as Rs. 6.08 crore as against the estimated IDC of Rs 9.06 crore by
Rinfra-G.

In respect of the DPR scheme ‘Coa Handling System (additional coa stock yard)’,

the Commission has not considered the actual capital expenditure and capitalisation as
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the Commission is of the view the benefits of such scheme needs to be examined in
terms of coal stock maintained prior to the scheme, increase in the coal stock after
setting up the additiona coal stock yard, etc. The Commission is of the view that until
it is ascertained that the projected benefits actualy accrue for the benefit of the
stakeholder, it would not be gppropriate to allow such expenses and would amount to
unjustified charge to them.

For Non-DPR schemes, the Commission has considered 50% of the actual
capitalisation during FY 2007-08 on adhoc basis as the Commission is of the view
until it is ascertained that the projected benefits actually accrue for the benefit of the
stakeholder, it would not be appropriate to allow the entire expenses. Rinfra-G will
have to submit detailed cost benefit analysis, for the Commission to arrive at the tota
cost to be alowed after scrutiny. Accordingly, for truing up for FY 2007-08, the
Commission has considered the capitalisation of Rs. 3.69 crore towards Non-DPR
schemes.

As regards whether projected benefits have actually accrued for the benefit of the
consumers, the Commission directs RinfraG to submit the detailed report with
established benefits vis-a-vis the benefits projected with the schemes within one
month from the issuance of this Order.

The summary of the total capitalisation as approved in the APR Order, actuals as per
Rinfra-G and as approved by the Commission is shown in the Table below:

Table: Capitalisation (Rs Crore)
Particulars FY 2007-08
APR Order Actual Approved after truing up
Capitalisation 272.14 249.18 236.33

3.9 Depreciation

The Commission, in its APR Order dated April 21, 2008, permitted depreciation
expenditure of Rs. 44.03 crore for FY 2007-08, which amounts to 3.36% of opening
level of Gross Fixed Assets (GFA) of RinfraaG for FY 2007-08. The actual
depreciation expense claimed by Rinfra-G for FY 2007-08 tallies with the approved
expense of Rs. 44.03 crore. RInfra-G submitted that the depreciation for FY 2007-08
has been computed on opening GFA only and confirmed that depreciation has not
been claimed beyond 90% of the asset value in accordance with the Tariff
Regulations. The depreciation expenditure approved by the Commission in the APR
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Order, actual depreciation claimed by Rinfra-G, and depreciation expenditure alowed
after truing up for FY 2007-08 has been summarised in the following Table:

Table: Depreciation (Rs Crore)
Particulars APR Order Actuals Allowed after truing up
Opening GFA 1311.18 1311.18 1311.18
Depreciation 44.03 44.03 44.03

3.10 Interest on Debt

The Commission, under its APR Order dated April 21, 2008, had approved interest
expenditure of Rs 4.80 crore, after considering the interest expenditure on normative
debt corresponding to capitalised assets only. The Commission had considered the
interest rate of 10% p.a. for the assets put to use during FY 2004-05 and FY 2005-06
and interest rate of 8% p.a. for assets put to use during FY 2007-08.

Rinfra-G submitted that interest on debt for FY 2007-08 has been computed based on
interest on normative loans for capital expenditure to be capitalised in FY 2007-08.
RinfraaG submitted that normative loan repayment tenure of 10 years has been
considered for loan drawa during FY 2004-05 and FY 2005-06 and 20 years for loan
drawal during FY 2006-07 and FY 2007-08. RInfra-G submitted that the interest on
debt for FY 2007-08 was Rs 4.40 crore. RInfra-G submitted that since the FGD plant
is put to use during second half of FY 2007-08, it has considered [oan repayment and
interest on loan capital for half year only.

The Commission sought clarification from RiInfraG regarding reconciliation of
opening loan balance of Rs 14.22 crore for FY 2007-08 claimed by RInfraG as
against opening loan balance of Rs. 12.38 crore goproved in the APR Order in Case
No. 65 of 2007. RinfraG, in its reply to the Commission’'s query, submitted the
corrected opening level of loan balance, which is equal to loan balance approved in
the APR Order and also submitted that it had erroneously added the loan drawal of
FY 2006-07 in loan additions of FY 2007-08.

The Commission has computed the interest expenditure on the normative debt
corresponding to capitalised assets only and has considered the interest rate of 10%
p.a. for the assets put to use during FY 2004-05 and FY 2005-06 and at the interest
rate of 8% p.a. for assets put to use during FY 2006-07 and FY 2007-08 in accordance
with the principle adopted in the APR Order dated April 21, 2008 in Case No. 65 of
2007. The Commission has considered normative loan repayment tenure of 10 years

MERC, Mumbai Page 51 of 109



Case No. 120 of 2008 MERC Order for Rinfra-G for APR of FY 2008-089 and Tariff for FY 2009-10

for loan drawa during FY 2004-05 and FY 2005-06 and 20 years for loan drawal
during FY 2006-07 and FY 2007-08.

As against RInfra-G’s claim of interest expenditure of Rs 4.40 crore for FY 2007-08,
the approved interest expenditure on long-term loan works out to Rs 4.22 crore, which
is lower than that approved by the Commission in the APR Order, mainly due to
reduced capitalisation approved by the Commission. The summary of the interest
expenses as approved in the APR Order, revised estimate based on the capitalisation
by RinfraG and approved by the Commission after truing up for FY 2007-08 is
shown in the Table below:

Table: |nterest Expenses (Rs Crore)

Particulars FY 2007-08
APR Order Revised Estimate Allowed after truing up
Opening balance of loan 12.38 12.38 12.38
Additions 190.50 174.42 165.43
Repayment (5.84) (9.89) (9.34)
Closing balance of |oan 197.04 176.91 168.47
Interest cost 4.80 4.40 4.22

3.11 Interest on working capital

RinfraeG submitted that it has estimated the Interest on Working Capital (IWC)
considering average interest rate @ 11.50% on the working capital requirement
computed in accordance with the MERC Tariff Regulations, with the revised Interest
on Working Capital estimated at Rs 6.00 crore as against Rs 7.72 crore gpproved in
the APR Order by the Commission.

Further, RInfraeG has submitted in its reply to additional queries raised by the
Commission that it has not availed any loan for working capital and has funded such
working capital through corporate treasury. Hence, RInfra-G has not actually incurred
any expenditure towards interest on working capital during FY 2007-08.

The Commission has estimated the normative working capital interest for FY 2007-08
based on expenses approved in this Order after truing up and the MERC Tariff
Regulations. However, the Commission considers this to be a controllable parameter
and has therefore computed the sharing of gains on the basis of normative working
capital interest and the actua working capital interest incurred, which in this case is
zero. Further, the MERC Tariff Regulations stipulates that rate of interest on working
capital shall be equal to the short-term Prime Lending Rate of State Bank of India as
on the date on which the application for determination of tariff is made. Asthe short-
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term Prime Lending Rate of State Bank of India at the time when RiInfra-G filed the
Petition for tariff determination for FY 2007-08 was 11.50%, the Commission has
considered the interest rate of 11.50% for estimating the normative interest on
working capital, which works out to Rs. 5.78 crore.

3.12 Return on Equity (ROE)

Rinfra-G submitted that it had computed the Return on Equity (RoE) for FY 2007-08
for its generation business in accordance with the MERC Tariff Regulations, which
dipulates a 14% return on equity per annum on the regulatory equity at the beginning
of the Financial Y ear.

Accordingly, the Commission has computed the RoE for FY 2007-08 on the opening
balance of equity in accordance with the MERC Tariff Regulations 34.1 and 31 as
applicable for the generation business. The summary of RoE as projected by Rinfra-G
and approved by the Commission for FY 2007-08 is summarised in the following
Table:

Table: Return on Equity (RsCrore)

Particulars FY 2007-08
APR Order | Actuals | Allowed after truing up

Regulatory Equity at the beginning of the year 439.78 | 439.78 439.78
Equity portion of assets capitalised during year 81.64 74.75 70.90
Regulatory Equity at the end of the year 521.42 | 51453 510.68
Return on Regulatory Equity at the
beginning of the year 61.57 61.57 61.57

3.13 Income Tax

Rinfra-G, in its Petition, submitted that the Dahanu Plant is eligible for Section 80 IA
Benefit under Income Tax Act, 1961 and the income tax payable is at applicable
Minimum Alternate Tax (MAT) Rate @ 11.33%. RiInfra-G estimated the income tax
for FY 2007-08 at Rs 11.97 crore. RinfraeG submitted the detailed income tax
computations for FY 2007-08, after considering the 80 1A tax benefits, and other tax
exemptions as applicable including tax depreciation. Rinfra-G also claimed income
tax on incentive income and income arising out of sharing of efficiency gains.

However, the Commission observes that RiInfraeG has changed its approach for
computing Income Tax in FY 2007-08 as compared to FY 2006-07. RinfraG, during
the APR Petition in Case No. 65 of 2007 submitted the detailed computation of
income tax wherein, it had added back the normative interest on loan and normative
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interest on working capital to the taxable income (i.e., return on equity + incentive +
non-tariff income) while computing the income tax and submitted that these
normative expenses are not eligible as expense for arriving at the profit before tax on
which tax would be computed. However, RInfraG in this APR Petition has not
computed the income tax in accordance with the approach adopted by it previously.

The Commission in its APR Order in Case No. 65 of 2007 also considered RInfraG'’s
submission that normative interest on loan and normative interest on working capital
are not actual expenses and hence, would not be eligible as deductible expenses while
computing the income tax. The Commission adso opined that the issue of book
depreciation and tax depreciation was not relevant in case of RInfra-G asit isliable to
pay only Minimum Alternate Tax (MAT), which is payable on Book Profit.
Accordingly, while computing the income tax for FY 2007-08, the Commission has
considered the above mentioned philosophy adopted by the Commission in the APR
Order in Case No. 65 of 2007.

As regards tax on income arising out of sharing of gains due to better performance
and PLF incentive, the Commission is of the view that the expenses incurred for
achieving better performance (such as A&G, R&M, etc.) including higher PLF has
aready been allowed as pass through by the Commission and allowing tax on income
arising out of better performance will put additional burden to consumers. Moreover,
the MERC Tariff Regulations stipulate that the Generation Company is alowed to
retain two-third of the efficiency gains and only the balance one-third is passed on to
the consumers (distribution licensees, in this case) through reduction in tariff. If the
income tax on the share retained by the Generation Company is passed through as an
expense in the ARR, it will amount to reducing the consumer’ s share, i.e., one-third of
the efficiency gains. This clearly is not the intention of the MERC Tariff Regulations.
In other words, income tax isto be allowed as a pass through in the ARR, only to the
extent of normd profits, i.e., the RoE, and not on any additional returns that the
licensee is able to earn. Hence, The Utility has to pay the Income Tax on efficiency
gains out of its own profits, and this cannot be passed on to the consumers.
Accordingly, the Commission has not considered the tax on income arising out of
PLF/Capacity Index incentive. Further, the Commission has not grossed up such RoE
component for income tax, since the income tax is being allowed as an expense under
the ARR, in accordance with the MERC Tariff Regulations.
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Based on the above principles, the Commission has estimated the income tax of
RinfraeG on stand alone basis by considering the income and expenses as per
approved ARR after truing up for FY 2007-08, as Rs. 8.11 crore. The summary of the
income tax as claimed by RInfra-G and as approved by the Commission in this Order
is shown in the Table below:

Table: |ncome Tax (Rs Crore)

Particulars FY 2007-08
Revised Estimate by Approved after
RiInfra-G truing up

Profit Before Tax 105.62 61.57
Add: Normative Interest on Long Term Loan - 4.22
Add: Normative Interest on Working Capital - 5.78
Totd 105.62 71.58
Income Tax rate 11.33% 11.33%
Income Tax on Total Profit 11.97 811

3.14 Non Tariff Income

Rinfra-G submitted that the actual non-tariff income for FY 2007-08 is lower a Rs.
3.88 crore as against Rs. 6.17 Crore gpproved by the Commission inits APR Order in
Case No. 65 of 2007.

The Commission has considered the actual non-tariff income for truing up as shown
inthe Table below:

Table: Non-Tariff Income (Rs Crore)
Particulars Tariff Order Actuals Allowed after truing up
Non-Tariff Income 6.17 3.88 3.88

3.15 Revenuefrom Saleof Electricity

RinfraeG submitted that the revenue from sde of electricity to RinfraD is in
accordance with the tariff as determined by the Commission in its APR Order in Case
No. 65 of 2007. Further RInfra-G has considered PLF incentive receivable on actual
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net generation (PLF in excess of 80%) and fuel surcharge payable for difference
between Rate of Energy Charge (REC) at actual calorific values estimated and REC
determined by the Commission.

Rinfra-G, in its Petition, submitted that it is entitled to incentive on thermal
generation higher than PLF of 80%. The incentive due to RinfraG for FY 2007-08
works out to Rs. 21.68 crore. The details of incentive computations submitted by
Rinfra-G for DTPS are given in the following Table:

Table: | ncentive Computations for thermal units as submitted by RInfra-G

Unit Actual Net | Net Energy Rate of | Incentive
Generation Generation at | digible for | Incentive (RsCrore)
(MU) 80% PLF | incentive (RekWh)
(MU) (MU
DTPS 4089.09 3222.03 867.06 0.25 21.68

Rinfra-G has computed the incentive on net actual thermal generation by considering
the actual auxiliary consumption. The Commission is of the view that as the benefit of
reduction in auxiliary consumption is being allowed in terms of sharing of efficiency
gains while truing up the revenue, computing incentive by considering actual
auxiliary consumption instead of normative auxiliary consumption will lead to
additional benefit for reduction in auxiliary consumption. Therefore, for DTPS, the
Commission has re-computed the incentive for FY 2007-08 as given in the following
Table:

Table: | ncentive Computation for DTPS as approved by Commission

Unit Net Generation | Net Energy €ligible | Rate of | Incent
consdering normative | Generation at | for incentive | Incentive ive
Aux. Consumption | 80% PLF | (MU) (RekWh) (Rs
(MU) (MU) Crore)

DTPS 4052.26 3187.11 865.15 025 | 21.63

The Commission has considered the revenue for FY 2007-08 for Rinfra-G based on
the fixed cost and rate of energy charge as approved in the Tariff Order dated October
3, 2006 and computed the PLF incentive in line with the explanation mentioned in
above paragraphs.
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Table: Revenue

Particular Unit RInfra-G Commission
Fixed cost Rs. Crorel Year 190.29 190.29
Rate of Energy Charge Rs./kWh 1.552 1.552
Energy Charge Rs. Crore 634.63 634.63
PLF Incentive Rs. Crore 21.68 21.68
Fuel surcharge Rs. Crore 23.85 23.85
Revenuefrom existing Tariff | Rs. Crore 870.45 870.45

The Commission has considered the total revenue for FY 2007-08 at Rs. 870.45 crore.
Further, the Commission has considered the benefit of reduction in auxiliary
consumption as additional sales by RInfraG and accounted for the same while
sharing efficiency gains as discussed in subsequent paragraphs.

The Commission observed that in the Reconciliation Statement for FY 2007-08 while
reconciling the revenue between Generation, Transmission and Distribution business
of RInfra, RInfra-G mentioned that ‘revenue from sale of excess power from DTPS
not considered in APR’ which amounts to Rs. 11.82 crore. The Commission asked
Rinfra-G to submit details of energy sold and RInfra-G submitted that 17.60 MU was
s0ld to different traders. Rinfra-G further submitted that RInfra-D, which owns the
capacity by way of paying the fixed charges, had sold surplus power available after
meeting its own requirement. The revenue of Rs. 11.82 crore from such sale was
reconciled in power procurement cost (pertaining to imbalance pool under Format 2
of RInfra-D financial model)) of RInfra-D so that its consumers benefit from such
sale

3.16 Sharing of gainsand lossesin FY 2007-08

Rinfra-G categorised the expenditure as controllable and uncontrollable and
computed the gains and losses for the controllable expenditure and shared the same
with the distribution licensee in accordance with the MERC Tariff Regulations. The
relevant provisions under the Tariff Regulations stipulating sharing of gaing/losses
due to controllable factors are reproduced below:

“17.6.2 Someillustrative variations or expected variations in the performance

of the applicant which may be attributed by the Commission to controllable
factorsinclude, but are not limited to, the following:
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(a) Variations in capital expenditure on account of time and/ or cost
overrungefficiencies in the implementation of a capital expenditure project
not attributable to an approved change in scope of such project, change in
statutory levies or force majeure events,

(b) Variationsin technical and commercial losses, including bad debts;

(c) Variations in the number or mix of consumers or quantities of eectricity
supplied to consumers as specified in the first and second proviso to clause (b)
of Regulation 17.6.1;

(d) Variationsin working capital requirements,

(e) Failure to meet the standards specified in the Standards of Performance
Regulations, except where exempted in accordance with those Regulations;

(f) Variations in labour productivity;

(g) Variations in any variable other than those stipulated by the Commission
under Regulation 15.6 above, except where reviewed by the Commission
under the second proviso to this Regulation 17.6.

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

(a) One-third of the amount of such gain shall be passed on as a rebate in
tariffs over such period as may be specified in the Order of the Commission
under Regulation 17.10;

(b) In case of a Licensee, one-third of the amount of such gain shall be
retained in a special reserve for the purpose of absorbing the impact of any
future losses on account of controllable factors under clause (b) of Regulation
19.2; and

(c) The balance amount of gain may be utilized at the discretion of the
Generating Company or Licensee.

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

(a) One-third of the amount of such loss may be passed on as an additional
charge in tariffs over such period as may be specified in the Order of the
Commission under Regulation 17.10; and

(b) The balance amount of loss shall be absorbed by the Generating Company
or Licensee.”
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The Commission has considered the performance parameters and expenses for
computing the sharing of gaing/losses in accordance with the provisions of the Tariff
Regulations, as elaborated below:

Fuel Cost

RinfraeG submitted that the variation in the fuel cost is due to variaion in the
operational parameters as heat rate and specific secondary oil consumption of the
DTPS, which are controllable factors.

Rinfra-G computed the fuel cost based on the approved operational norms of heat rate
and secondary fuel oil consumption and estimated atota efficiency gain of Rs. 81.02
crore, which it has proposed to share with the Distribution Licensee to the extent of
Rs. 27.01 crore (one-third). RIinfra-G has proposed to retain two third of the computed
efficiency gain. The summary of the efficiency gain on account of fuel cost as
proposed by RInfra-G has been shown in the Table below:

Table: Gain and loss due to variation in fudl cost as proposed by RInfra-G

(RsCrore)
Efficiency Gains [REC, - Act. Var cost] x Net
Generation
Efficiency Gains 81.02
To be passed on to Distribution Licensee (Consumers) 27.01
To be retained by RInfra-G 54.01

Further, as discussed in the above paragraphs, for computing the efficiency gain, the
Commission has considered the gpproved normative heat rate and approved secondary
fuel oil consumption for DTPS. However, the Commission observes that RInfra-G has
computed the efficiency gain based on net heat rate. If efficiency gain is computed on
the basis of net heat rate, then the benefit of the better auxiliary consumption will get
passed on twice as any gain in the net generation out of the reduction in the auxiliary
consumption is realised through the extra sales by RinfraG. Therefore, the
Commission has considered the efficiency gain on account of fuel cost on the basis of
gross heat rate and any benefit out of the better auxiliary consumption has been
considered in the truing up of the revenue rather than truing up of the expenditure.
Further, the Commission has considered the sharing of gains in accordance with the
provisions of the Tariff Regulations and has considered the sharing of gains as one
third to be shared with the Disribution Licenseg, i.e., RInfra-D, and two thirds of the
gain to be retained by RInfra-G.
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Revenue from Sale of Electricity

As discussed in the above paragraphs, the revenue for FY 2007-08 is based on the
fixed charge and rate of energy charge. Further, as discussed above, the benefit of
reduction in auxiliary consumption is being allowed in terms of sharing of efficiency
gains while truing up the revenue. Therefore, for DTPS, the Commission has
estimated additional revenue from energy charge from sale of power on account of
reduction in auxiliary consumption as Rs 5.35 crore, which has been considered as
efficiency gain on account of controllable factors and in accordance with the MERC
Tariff Regulations, one-third of the same has been shared with the distribution
licenseg, i.e., RInfra-D, and RiInfraG has been allowed to retain two-thirds of such
gains.

The summary of the efficiency gains as computed by Rinfra-G due to variation in fuel
cost and as approved by the Commission, for variation in fuel cost and additional
revenue on account of reduced auxiliary consumption is shown in the Table below:

Table: Gain and loss due to variation in fuel cost as approved by the Commission

(RsCrore)
Particulars RiInfra-G Commission
Efficiency Gains [REC, - Act. Var cost] x Based on Gross SHR and
Net Generation nor mative Secondary Fud
Qil consumption
Efficiency Gains 81.02 71.65
To be passed on to Distribution
Licensee (Consumers) 27.01 23.88
To beretained by RInfra-G 54.01 47.77
Additiona revenue on account of
reduced auxiliary consumption - 5.35
To be passed on to Distribution
Licensee (Consumers) - 1.78
To beretained by RInfra-G - 357
Tatal Efficiency gain tobe
passed on to Distribution
L icensee (Consumers) 25.86
Tatal Efficiency gain tobe
retained by Rinfra-G 54.01 51.33
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O&M Expenses

As regards the sharing of gains and lossesfor O&M expenses, RInfra-G has requested
the Commission to allow the O&M expenses on actuals, citing uncontrollable factors,
however, the Commission has clearly stipulated that the O& M expenses as approved
in the APR Order in Case No. 65 of 2007 would form the bass for computing the
sharing of gains and losses. The O&M expenses for FY 2007-08 alowed by the
Commission after truing up have been elaborated in Section 2.7. Accordingly, the
Commission has considered the difference of the actual O&M expenses and O&M
expenses allowed after truing up for computing efficiency losses and has considered
sharing of the same as one third to be shared with the Distribution Licensee, i.e.,
Rinfra-D, and two thirds of the losses to be borne by Rinfra-G.

Interest on Working Capital

As discussed in the above paragraphs, the actual interest on working capital incurred
by Rinfra-G during FY 2007-08 is nil and the normative interest on working capital
approved by the Commission considering other elements of expenses approved after
truing up, works out to Rs. 5.78 crore. As the actual expenditure under this head is
zero, the Commission has considered the entire normative interest on working capital
as efficiency gains and has considered sharing of the same as one third to be shared
with the Distribution Licenseg, i.e., RInfra-D, and two thirds of the gain to be retained
by Rinfra-G.

Gap/(Surplus) for FY 2007-08 based on truing up and sharing of efficiency
gain/losses

Based on the aove computations for truing up for various elements of expenses and
revenue and sharing of efficiency gaing/losses, the Commission has estimated the total
aurplus as Rs. 31.73 crore as against the surplus of Rs. 15.71 crore estimated by
Rinfra-G for FY 2007-08. The Commission has considered this efficiency gain to be
shared in accordance with the Tariff Regulations, hence, one third of this efficiency
gain isto be shared with the Distribution Licensee, viz., Rinfra- D, and two third of
the efficiency gain is being allowed to be retained by Rinfra-G.

The summary of the net ARR and efficiency gains as approved by the Commission
for FY 2007-08 is given in the following Table:
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Table : Summary of Truing up for FY 2007-08

Entitlement (Iggjﬂ)(j?gs
. Tariff as per " . Net
S.No. | Particulars o Actual : Deviation | shared with ]
rder Regulations/ Distribution Entitlement
e L icensees
A Expenditure
1 | Fuel Related Expenses® | 58092 | 577.46 649.11 |  (71.65) (23.88) 625.23
2 Operation &
Maintenance Expenses 69.95 | 77.51 66.85 10.66 3.55 70.40
Depreciation, including
3 | advance against
depreciation 44.03 | 44.03 44.03 - - 44.03
4 Interest on Long-term
Loan Capital 4.80 4.40 4.22 - - 4.22
5 Interest on Working
Capital 7.72 0.00 5.78 (5.78) (1.93) 3.86
6 | Income Tax 8.39 | 1197 8.11 - - 8.11
Total Expenditure 715.81 | 715.36 77810 | (66.78) (22.26) 755.84
B Return on Equity
6157 | 6157 61.57 - - 61.57
Additional Revenue due
C to Reduced Aux
Consumption 5.35 (5.35) (1.78) 3.57
D Incentive for Higher
PLF 0.00 | 21.68 21.63 - - 21.63
Total including
E expenditure +RoE
+Incentive 777.38 | 798.61 866.65 (72.12) (24.04) 842.60
F Revenue
1 Revenue from sale of
electricity 771.21 | 870.45 870.45 - - 870.45
2 Other Income 6.17 3.88 3.88 - - 3.88
Total Revenue 777.38 | 874.33 874.33 874.33
F Revenue
Gap/(Surplus) (31.73)

*RInfra-G has clamed normative fuel expenses of Rs 658.48 crore and has considered efficiency gain
of Rs 81.02 crore [Normative Fuel Cost= (Actua fuel cost of Rs577.46 crore + Efficiency Gain of Rs
81.02 crore)]
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4 PERFORMANCE PARAMETERS FOR FY 2008-09 AND FY
2009-10

4.1 Performance Parameters

Regulation 16.1 of the Tariff Regulations, stipulates:

“The Commission may stipulate a trajectory, which may cover one or more
control periods, for certain variables having regard to the reorganization,
restructuring and development of the electricity industry in the Sate.

Provided that the variables for which a trajectory may be stipulated include,
but are not limited to, generating station availability, station heat rate,
transmission losses, distribution losses and collection efficiency.” (emphasis
added)

The Commission, in its MYT Order for RinfraG, had approved the following
performance parameters for the first Control Period from FY 2007-08 to FY 2009-10:
Availability
Hesat Rate
Auxiliary Consumption
Secondary Fuel Oil Consumption

4.2 Performance Parameters

The Commission, in its MYT Order for Rinfra-G, had approved the performance of
DTPS for the entire Station together, considering the fact that both the Units operate
on single primary fuel, i.e., coal.

42.1 Availability

The Commission, initsMY T Order, had considered the availability of DTPS over the
Control Period as projected by Rinfra-G. As the projected availability of DTPS was
more than normative availability of 80%, the Commission allowed the full recovery
of annual fixed charge approved by the Commission.

Rinfra-G, in its Petition, has submitted the revised estimates for availability during
FY 2008-09 based on the actual availability during the first six months and
projections for the remaining six months of FY 2008-09. The Commission at this
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stage has not revised the availability for FY 2008-09 and will consider the actual
availability for the entire year during the truing up exercise.

As regards the availability projected for FY 2009-10 at 94.59% by Rinfra-G, the
Commission observed that it is higher than the approved availability for FY 2009-10
inits MYT Order. For FY 2009-10, the Commission has considered the availability
equivalent to PLF projected by RInfra-G, i.e., 99.09%.

As the revised estimate of availability during FY 2008-09 and projected availability
during FY 2009-10 is higher than the normative availability of 80%, the Commission
alowsthe recovery of full fixed cost recovery of DTPS.

The availability as approved by the Commission in APR Order (for FY 2008-09),
MYT Order (for FY 2009-10), projected by RinfraG in the APR Petition, and
approved by the Commission for FY 2008-09 and FY 2009-10 is shown in the Table
below:

Table: Availability for FY 2008-09 & FY 2009-10

Plant FY 2008-09 FY 2009-10
APR Revised Approved | MYT Revised Approved
Order Estimate Order Estimate

DTPS 94.25% 94.59% 94.25% | 94.25% 94.59% 99.09%

4.2.2 Auxiliary Consumption

Rinfra-G, in its Petition, submitted that the auxiliary consumption for DTPS for FY
2008-09 is based on the actud auxiliary consumption for the first six months and
projections for the remaining six months of FY 2008-09. Rinfra-G has projected the
auxiliary consumption for FY 2008-09 on the basis of the auxiliary consumption
approved by the Commission for FY 2008-09.

Rinfra-G submitted that during the first half of FY 2008-09, DTPS achieved auxiliary
consumption (excluding auxiliary consumption of FGD plant) of 7.72%, and
projected auxiliary consumption as 7.80% for second half of FY 2008-09. RinfraG
further submitted that the FGD plant has been commissioned and is fully operational
from second half of FY 2007-08 and the actual auxiliary consumption of the FGD
plant has been 30.09 MU during first half of FY 2008-09. Based on actua power
consumption by FGD plant, Rinfra-G projected a consumption of 30.09 MU during
second half of FY 2008-09. Hence, RInfraG projected the total auxiliary
consumption of FGD plant for FY 2008-09 as 60.18 MU as against 56 MU considered
by the Commissionin the MY T Order. Rinfra-G submitted that as there are no norms
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presently available for auxiliary power consumption of FGD plants, the auxiliary
consumption of FGD plant may be approved at estimated auxiliary power
consumption of 60.18 MU of FGD for FY 2008-09. The Commission may appoint a
competent independent technical entity to study this aspect and conclude accordingly.

Inreply to the query raised by the Commission regarding monitoring methodology of
the consumption of FGD plant, RInfra-G submitted that for FGD Auxiliaries, energy
meters and current transformers/transducers are installed at power supply end. These
are being calibrated at regular intervals with standard calibration source. RinfraaG
further submitted that the FGD plant's auxiliary power consumption is being
monitored and recorded on daily basis and submitted the following details of the
meters:

Energy Metersfor FGD Incomers Conzerve Make, 0.5 Class
Energy Metersfor FGD Pumps/Fans : EL Measure Make, 0.5 Class

The Commission asked RInfra-G regarding the validation process for consumption
dataof FGD plant. RInfra-G submitted that like the main plant, i.e., power generation
process, Operation & Maintenance at FGD plant also follows “DMAIC” approach
i.e.,, Define, Measure, Analyse, Improve and Control at various levels and at defined
frequencies. Performance monitoring is done in structured report formats and MIS is
generated for appropriate review, validation and analysis. This systematic process of
aggregating and analysing various key performance indices in generation process also
includes validation of consumption data of FGD plant and that of the main plant.

Though the Auxiliary Consumption (excluding FGD plant) as estimated by Rinfra-G
for FY 2008-09 is lower than the auxiliary consumption gpproved in the Order, the
Commission in this Order has not revised the auxiliary consumption for FY 2008-09,
and the Commission will consider the actua auxiliary consumption for FY 2008-09
during truing up of performance for FY 2008-09 at the end of the year. Further, the
Commission has retained the auxiliary consumption of FGD at the same level as
gpproved in the MYT Order, as the revised projections submitted by Rinfra-G are
based on short-term trends.

The summary of auxiliary consumption as approved for FY 2008-09 in the APR
Order, MYT Order for FY 2009-10, projected by Rinfra-G in the APR Petition, and
approved by the Commission for FY 2008-09 and FY 2009-10 is shown in the Table
below:
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Table: Auxiliary Consumption for FY 2008-09 and FY 2009-10

Plant Unit FY 2008-09 FY 2009-10
APR Revised | Approved | MYT | Revised | Approved
Order | Estimate Order | Estimate
DTPS % 8.50% 7.76% 8.50% | 8.50% 8.50% 8.50%
Additiona Auxiliary
Consumption for FGD | MU 56.00 60.18 56.00 | 56.00 60.18 56.00

4.2.3 Heat Rate

Rinfra-G, in its Petition, submitted that during the first half of FY 2008-09, DTPS
achieved actual heat rate of 2303.19 kcal/kWh and projected to achieve a heat rate of
2313 kca/kWh during second half of FY 2008-09. Rinfra-G submitted that the heat
rate for entire FY 2008-09 is estimated at 2307.87 kcal/kWh as against the normative
value of 2500 kcal/kWh.

Rinfra-G submitted that as actual/normative secondary fuel consumption is given in
volumetric units (i.e, ml/kWh), whereas calorific values are represented in
gravimetric units (i.e., kcal/kg), density of these fuels (0.89 kg/l for LDO) is used to
convert volumetric units to gravimetric units, while computing the heat contribution.

Rinfra-G has submitted that it has considered the heat rate for FY 2009-10 as 2500
kcal/kwh on normative basis and heat contribution from primary fuel is computed
considering the heat contribution from normative secondary fuel consumption
specified in Regulation 35 of the MERC Tariff Regulations.

The Commission would like to highlight that for FY 2008-09, the revised heat rate
figures submitted by RiInfra-G are estimated figures based on actual performance
during the first six months and estimated performance during the remaining six
months of the year. The trgectory of performance parameters during the first Control
Period was gpproved in MYT Order consdering the impact of the ATE Order and
based on submissions made by RinfraG. The Commission will consider the actual
performance for the entire FY 2008-09 during the truing up exercise for arriving at
efficiency gains for better performance. Thus, at this stage, the Commission has not
considered any revision in heat rate and has retained the heat rate approved by the
Commission inthe MY T Order. The summary of hesat rate approved for FY 2008-09
in the APR Order, MYT Order for FY 2009-10, proposed by RinfraG in the APR
Petition, and as approved by the Commission for FY 2008-09 and FY 2008-09 is
giveninthefollowing Table:
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Table: Heat Rate (kcal/kWh) for FY 2008-09 and FY 2009-10

Plant

FY 2008-09 FY 2009-10
Revised Revised
APR Order | Estimate | Approved |MYT Order| Esimate | Approved
DTPS 2500 2308 2500 2500 2500 2500

424 Secondary Fuel Consumption

Rinfra-G submitted that it is using Light Diesel Oil (LDO) as secondary fuel for
power generation. During first half of FY 2008-09, the secondary oil consumption
achieved by RInfra-G is 0.083 mI/kWh as compared to normative secondary fuel oil
consumption of 2.0 ml/kwWh. The Commission asked RInfra-G to submit the basis and
justification for such low actual/estimated specific oil consumption. RinfraaG
submitted that such low secondary oil consumption is on account of outages being
kept as low as possible and steady load operations of the plant.

Rinfra-G has projected the secondary fuel oil consumption for FY 2009-10 based on
the approved norm of 2 ml/kWh for FY 2009-10 in the MYT Order. Though the
actual secondary fuel oil consumption has been much lower, however, for the sake of
consistency, the Commission has considered the secondary fuel oil consumption as 2
ml/kWh, in accordance with the norms specified in MERC Tariff Regulations. If
required the Commission may get an independent technical study done in this respect.

The summary of secondary fuel oil consumption as approved for FY 2008-09 in APR
Order, MYT Order for FY 2009-10, proposed by Rinfra-G in the APR Petition, and as
approved by the Commission for FY 2008-09 and FY 2009-10 is given in the
following Table:

Table: Secondary Fuel Oil Consumption (ml/kwh) for FY 2008-09 and FY 2009-10

Plant FY 2008-09 FY 2009-10
Revised Revised
APR Order Estimate | Approved | MYT Order Estimate | Approved
DTPS 2.000 0.084 2.000 2.000 2.000 2.000
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5 ANALYSIS OF ENERGY AVAILABILITY, ENERGY
CHARGES AND ANNUAL FIXED CHARGE FOR FY 2008-09
AND FY 2009-10

Rinfra-G, in its APR Petition, submitted the performance for FY 2008-09 based on
actual performance for the first haf of the year, i.e., April to September 2008 and
revised estimate of performance for the second half of the year, i.e., October 2008 to
March 2009. RinfraG submitted the comparison of each element of expenditure and
revenue for FY 2008-09 with that approved by the Commission in its APR Order
dated April 21, 2008 in Case No. 65 of 2007.

Rinfra-G, in its Petition, mentioned that there exists an additional revenue
requirement for FY 2008-09 largely on account of uncontrollable factors and sought
the recovery of gap from RiInfra-D. RInfraG requested the Commission to
provisionally true up expenses and revenue for FY 2008-09 and alow the same to be
recovered from Rinfra-D.

The Commission will undertake the final truing up of the revenue requirement and
revenue for FY 2008-09 once the actual expenses and revenue based on the Audited
Accounts of RiInfra for FY 2008-09 are available, i.e., during Annual Performance
Review for the third year of the Control Period, viz., FY 2009-10. As regards the
provisional truing up requirement for FY 2008-09 for RInfra-G, the Commission is of
the view that the provisiona truing up for Generation Companies is not required as
the Generation Companies are able to recover increase in fuel costs, which comprise
the bulk of their revenue requirement, through FAC mechanism. Based on analysis of
expenditure for FY 2008-09, it is observed that the variation in other elements of
expenditure except fuel cost is not substantial and there is no change in
principles/methodology. Further, it is observed that the final truing up for FY 2006-07
and FY 2007-08 including sharing of efficiency gains and losses has resulted in
aurplusfor both the years. Accordingly, the Commission in this Order on APR for FY
2008-09 and determination of Tariff for FY 2009-10 has not considered the
provisional truing up of elements of the revenue requirement for FY 2008-09.
However, before proceeding towards determination of tariff for FY 2009-10, it is
essential to assess the performance during FY 2008-09 based on half year actual and
revised estimates for second half of FY 2008-09. Accordingly, the revised estimate of
performance of RInfraG during FY 2008-09 as compared to Commission's APR
Order for RInfra-G is discussed in the following paragraphs.

MERC, Mumbai Page 68 of 109



Case No. 120 of 2008 MERC Order for Rinfra-G for APR of FY 2008-089 and Tariff for FY 2009-10

5.1 PLF and Gross Generation during FY 2008-09

The summary of actual PLF and gross generation for FY 2007-08, generation
approved by the Commission in its APR Order for FY 2008-09, and revised estimates
for FY 2008-09 are given in the following Table:

Table: Availability, PLF and Gross Generation in FY 2007-08 and FY 2008-09

(MU)
Particulars FY 2007-08 FY 2008-09
Actual APR Order Rev. Est.
PLF 101.53% 94.25% 99.09%
Gross Generation 4459.12 4128.15 4340.16

Rinfra-G submitted that during first half (i.e., April to September 2008) of FY 2008-
09, DTPS operated at 98.75% Availability and the same is expected to decrease to
90.43% during second half (i.e., October 2008 to March 2009) of FY 2008-09, as
against approved yearly Availability of 94.25% considered in the Commission’s APR
Order in Case No. 65 of 2007 and submitted that accordingly, the actual Plant Load
Factor (PLF) and Gross Generation values are expected to exceed the projections.

The Commission has not revised the quantum of gross generation for FY 2008-09 at
this stage. The Commission will undertake the truing up of gross generation based on
actual performance for the entire year along with the reasons for variation in actual
generation, during Performance Review for the third year of Control Period, i.e., FY
2009-10.

5.2 PLF and Gross Generation during FY 2009-10

As regards the gross generation for FY 2009-10 from DTPS, the Commission has
considered the gross generation level as submitted by RInfra-G in its APR Petition, as
otherwise it would result in incorrect assumption of power purchase cost for Rinfra-
D. However, the Commission will undertake the truing up of actual generation
achieved during FY 2009-10 at the time of next APR/MY T Petition by Rinfra-G. The
Commission directs RInfraG to abide by the Maharashtra State Load Despatch
Centre’s (MSLDC) instructions for despatch schedule for the State as a whole in
accordance with the merit order principles approved by the Commission from time to
time.

Considering the gross generation considered by the Commission and auxiliary
consumption norms and auxiliary consumption for FGD plant approved by the
Commission as discussed in Section 4, the projected net generation from DTPS is
summarised in the following Table:
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Table: Summary of Net Generation for FY 2009-10 (MU)
Particular MYT Order Revised Approved
Projection
Gross Generation 4128 4340 4340
% Aux. Power Consumption (Normal) 8.50% 8.50% 8.50%
Aux. Power Consumption (Normal) 351 369 368.91
Auxiliary Consumption of FGD Plant 56 60 56.00
Total Auxiliary Consumption 407 429 425
Net generation 3721 3911 3915

5.3 Fue Cossfor FY 2008-09

Rinfra-G, in its Petition, has submitted that the total fuel cost for FY 2008-09 is
estimated at Rs. 785.79 Crore as againgt the fuel cost of Rs 619.09 Crore approved in
the APR Order. RinfraG submitted that the increased fuel costs are largely on
account of the increase in the coa prices during FY 2008-09. RInfra-G submitted that
it has considered 5% increase over the prices in first half of FY 2008-09 for
estimating fuel costsin the second half of FY 2008-09 for domestic coal.

As regards the price of imported coa, RInfra-G submitted that there has been a major
increase in prices and the imported coa was available a around US $ 100/MT. With
freight charges and 5.5% of basic price added towards taxes and duties, the tota
imported coal price was in the range of Rs. 5000-5300/MT.As regards the price of
imported coal during the second half of FY 2008-09, RinfraaG submitted that on
account of availability of opening stock for second haf of FY 2008-09 at lower rates,
the average issue price during October 2008 to January 2009 works out to Rs.
4655/MT and same has been considered for the second half of FY 2008-09.

The summary of fuel pricein RYMT and calorific value as submitted by Rinfra-G is
giveninthe following Table

Table: Fuel Parameters

Particulars APR Order H1Actual Rev. Est.

A. Fud Price(RIMT)

Woashed Coal 2300 2389 2447
Raw (F Grade) Coal 1876 2059 2109
Imported Cod 2809 3354 3977
LDO 27793 33933 36165
B. Caaific Value (kcal/kg)

Woashed Coal 3903 3779 3779
Raw (F Grade) Coa 3250 3571 3571
Imported Cod 5073 4874 4874
LDO 10730 9562 9562
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As the impact of variation in fuel prices is allowed as pass through under the FAC
mechanism, the Commission in this Order has not considered any revision in fuel
prices for FY 2008-09 and has dso not undertaken the provisional truing up of
revenue, which also includes revenue from FAC. The Commission will undertake the
final truing up of fuel costs based on actual fuel costs during the entire year, subject to
prudence check, during Performance Review for the third year of the Control Period,
i.e., FY 2009-10.

54 Fuel Cos for FY 2009-10

For FY 2009-10, RInfra-G submitted that the revised fuel cost works out to Rs.
772.36 crore as against Rs. 581.37 crore approved by the Commission in the MYT
Order. RInfraeG computed the fuel cost for FY 2009-10 considering the price of
domestic coal (washed and raw (F grade) coad) as weighted average price of first half
and second half of FY 2008-09. Rinfra-G further submitted that from December 1,
2008, Indian Railways has changed the category of coal (for freight tariff), due to
which the freight charges would increase by around Rs. 100/MT.

RinfraG submitted that the fuel requirement for DTPS is met through a blend of
domestic and imported coal. Domestic coal requirement of 2.2 to 2.4 MT per annum
is sourced from coa mines in Chhattisgarh of South Eastern Coalfield Limited
(SECL), a subsidiary of Coal India Limited (CIL). Imported coa requirement of
500,000 to 700,000 tonnes per annum is sourced from various coa suppliers in
Indonesia

For FY 2009-10, Rinfra-G considered the average price of imported coa for entire
FY 2008-09 i.e., Rs.3976.68/MT as the fuel price for FY 2009-10.

Domestic Coal

Rinfra-G submitted that it has coa linkage with SECL for supply of coal. Coal
allocation is effected by Standing Linkage Committee (SLC)-short-term of Ministry
of Coa (MoC), Government of India (Gol), through its quarterly meetings. The
allocation of coal by SLC is based on demand by various consumers and availability
of cod. In case of shortfall, SLC advises the consumers to import the balance
requirement of coal.

Rinfra-G submitted that domestic coal constitutes 75% to 80% of total annual coal
requirement and is procured from SECL at a notified price published by the coal
company. The domestic coa prices are fixed by the coal company (on average) once

every two years. Previous trends indicate that these prices have not shown any
MERC, Mumbai Page 71 of 109




Case No. 120 of 2008 MERC Order for Rinfra-G for APR of FY 2008-089 and Tariff for FY 2009-10

volatility and are growing a& a Compounded Annual Growth Rate (CAGR) of 5%
over the last 15 years. The pricing of domestic coal is likely to continue in this
manner for years to come. RInfra-G further submitted that DTPS has recently signed a
Fuel Supply Agreement with SECL for supply of 2.4 MT of coal per annum for 5
years.

Washed coal

As regards the washed coal used at DTPS, Rinfra-G submitted that the coal procured
from SECL is washed to reduce the ash content in a washery near the mines.

Imported Coal

Rinfra-G submitted that the import of coal is based on advisory/directions of SLC.
Rinfra-G submitted that it imports coal based on forward contracts (3-12 months
duration) as well as through spot market procurement. The procurement is based on
techno-commercid offers obtained from reputed suppliers.

Rinfra-G submitted that the following timelines are to be followed for coa import in
FY 2009-10:
@ April 2009 : Advisory/ Directions from SLC on quantum to be imported
@ May- June 2009 : Invitation of offers and Order placement
@ Receipts are generally after monsoon as Dahanu Port is not “All- Wesather”
port.

For 70% of the total tonnage of imported coal required for DTPS (i.e.,, 0.4 - 05 MT
per annum), RInfra-G submitted that it enters into a fixed price contract with various
coal suppliers in Indonesia. The price per tonne of coal (in US$Ton) for a given
delivery year (i.e., from October to April) is negotiated and finalized at the beginning
of the delivery year and remains constant through out the delivery year. The timing of
price fixation is optimised to the best possible extent. RinfraG submitted that
entering into a fixed price contract for more than one year is not possible as coal
suppliers do not offer prices that are valid for more than one year.

Rinfra-G further submitted that the remaining 30% of the tonnage (i.e., 0.2-0.3 MT
per annum) is procured in the spot market. The price (in US$/Ton) for such tonnage
of coal is negotiated and finalized on per shipment basis. The movement of
international coal price is closely monitored right throughout the year and shipments
are negotiated and finalized preferably when the prices reach the required target level.

Accordingly, RInfra-G submitted that it has considered a strategy of entering into a
mix of coal contracts for procurement of imported cod in the following ratio during
FY 2009-10:
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@ Around 70-80% of coa procurement through 8-12 months Forward Contracts
and;

@ 20-30% of coal procurement on pot prices.

Rinfra-G submitted that in order to procure coal at the most competitive price, it is
keeping a strict vigil on the price movement in the international coal market and has
been following a strategy of competitive bidding and inviting offers on both FOB
(Free On Board) and CIF (Cost-Insurance-Freight) basis. The Cost Benefit Analysis
of both the types of offers received are carried out and the most optimum source is
selected as supplier of imported coal. RInfra-G submitted that for the last few years it
has been seen that Indonesia is turning to be the main source for procurement of
power plant grade (thermal) coal. Procurement from Indonesia also offers advantages
in ocean freight charge optimization. RInfra-G submitted that since the process of
coa procurement is an elaborate process and the gestation period is of around 5-6
months, RInfraG optimizes/limits the dynamic nature of coa price movement
through appropriate hedging mechanism. In this regard, RIinfra-G has formulated a
Risk Management Policy and already initiated discussons with various authorized
dealers to manage price risk in coal procurement.

Light Diesdl Qil

As regards the price of secondary fuel, i.e., Light Diesel Oil, Rinfra-G submitted that
the landed cost during first half of FY 2008-09 was around Rs. 34000 per kilo litre
(kL). Rinfra-G submitted that due to current economic conditions, wherein the crude
oil prices have already reduced to FY 2007-08 levels, prices of LDO are aso expected
to reduce to FY 2007-08 levels. Accordingly, for FY 2009-10, Rinfra-G considered
the unit cost of LDO asthat during FY 2007-08.

The Commission obtained the prevalent fuel prices for the period October 2008 to
February 2009. The Commission has analysed the actual fuel prices during April 2008
to February 2009 of FY 2008-09, which has been summarized in the following Table:

Table : Summary of Actual Fuel Prices

Particulars APR Pstition H1Actual (FY 09) Oct to February' 09

A. Fud Price(RIMT)

Woashed Coal 2447 2389 2409
Raw (F Grade) Coal 2109 2059 2050
Imported Cod 3977 3354 4730
LDO 27889 33933 38533
B. Caarific Value (kcal/kg)

Woashed Coal 3779 3779 3733
Raw (F Grade) Coal 3571 3571 3502
Imported Coal 4874 4874 4910
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Particulars APR Pstition H1Actual (FY 09) Oct to February’ 09
LDO 9562 9562 9373

The summary of the month-wise imported coal prices as submitted by Rinfra-G is
shown in the following Table:

Month Imported Coal

Price (RS/MT) Calorific Value kcal/kg
Oct-08 3274.05 5061.00
Nov-08 4868.36 5061.00
Dec-08 5138.10 5061.00
Jan-09 5023.85 4696.00
Feb-09 4944.67 4754.00

As seen from the above Table, there has been a substantial increase in the price of
imported coal during the months of December 2008 and January 2009, which Rinfra-
G was asked to explain. RinfraG submitted that prices of coal are driven by the
international market and prices at the time of entering into contracts were higher. The
consignments were received during the second half of FY 2008-09 and high cost of
such consignments has reflected in high prices during the second half of FY 2008-09.

For FY 2009-10, the Commission in accordance with the practice adopted in previous
Tariff Orders, has considered the price and calorific value of fuel equivalent to
average actua fuel price and calorific value for the period from December 2008 to
February 2009 for LDO and washed and Raw (F Grade) coa. However, considering
the fact that imported coal requirement is based on the directions/advisory of the SLC
and further the invitation of offers and order placement has to be done during May to
June 2009 and considering the prevailing economic scenario, the Commission has
considered the price of the coal for the third quarter, i.e., October to December 2008.
Further, the Commission is of the view that RInfra-G, considering the current
economic slowdown, should srategise and make its best efforts to ensure the
lowest negotiated price, since the invitation of offers and order placement for
imported coal are duein coming months.

Rinfra-G, in its Petition submitted that transit losses of washed coal were higher than
norm (but within the level specified by the Commission in its Order dated October 3,
2006) on account of Indian Railways increasing the carrying capacity from 60 MT to
64 MT. The increased loading as per the revised capacity contributes to higher transit
losses. The transit loss of imported coal is at 0.35. For washed coa RInfra-G in its
Format F 2.2 has considered transit loss of 1.99% and for Raw (F Grade) coal
considered transit loss of 3.78% for FY 2009-10 for estimating the fuel prices.

The Commission does not accept RinfraG’'s contention. RInfra-G should have
entered into proper contracts to get imported coal on delivery basis and hence, the
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Commission has not considered any transit loss for imported coal, since the MERC
Tariff Regulations do not provide for any transit loss on imported coa. However, for
washed coa, the Commission has considered the normative transit loss of 0.8% for
truing up purposes. However, the Commission will analyse the variation in actual
performance during the entire FY 2009-10 based on justification provided by Rinfra-
G and take appropriate view in the matter during the truing up exercise based on
actual figures for the entire year.

The Commission has considered the coal mix as proposed by Rinfra-G for DTPS for
FY 2009-10 in the ratio of 67.16%:7.87%:24.97% (washed coal : imported coad :
Indian raw coal) for estimating the fuel cost for FY 2009-10.

The summary of fuel prices and calorific value as projected by RinfraG and as
considered by the Commission for FY 2009-10 is given in the Table below:

Table: Summary of Fuedl Pricesfor FY 2009-10

Particulars MYT Order APR Petition Approved

A. Fue Price (RIMT)

Woashed Coal 2,234 2,447 2,409
Raw (F Grade) Cod 2,109 1,993
Imported Cod 2,201 3,977 4,507
LDO 23,150 27,889 37,686
HFO 26,404 - -
B. Calorific Value (kcal/kg)

Washed Coal 3,840 3,779 3,657
Raw (F Grade) Cod 3,571 3,502
Imported Cod 5,053 4,874 5,061
HFO 10,017 9,562 9,318
LDO 9,541 - -

54.1 Total Fuel Costs, Variable Cost of Generation and Rate of Energy Charge

Based on performance parameters, i.e., heat rate and auxiliary consumption approved
for FY 2009-10 and considering the fuel prices and fuel calorific value as discussed in
above paragraphs, the variable cost of generation and rate of energy charge for DTPS
for FY 2009-10 as gpproved by the Commission is given in the Table below:

Table: Cost of Generation and Enerqy Charge approved for FY 2009-10

Particulars Units MYT Order APR Petition | Commission

Totd Fuel Cost Rs Crore 581.14 772.36 815.23

Energy Charge (at Bus-bar) RskWh 1.562 197 2.08
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The Commission express its concern since, if the variation in fuel price would have
not been a pass through, Rinfra-G would have taken adequate steps to mitigate risks
of fuel price variation. The Commission is of the view that RinfraG should
endeavour to devise steps as a risk mitigation measure for fuel price variations.
Further, it has been observed that for generation companies, there is an automatic pass
through of FAC to the Distribution Licensees; therefore, it is necessary that some risk
is shared by generating companies also. Accordingly, the Commission is of the view
that in future some principle needs to be devised, wherein incentive and disincentive
may be stipulated in fuel pricing also, which would incentivise the Utilities to take
some risk mitigating measures.

The total fuel cost and energy charge as approved by the Commission is higher than
esimated by RInfraeG due to increase in fuel prices as the Commission has
considered the latest prevalent fuel prices. The Commission would like to emphasise
that though the fuel cost is considered as an uncontrollable expenditure, Rinfra-G
should make all efforts to optimize the fuel cost, so that the burden on the Distribution
Licenseg, i.e, Rinfra-D to whom it sells power, is minimized. The variation in fuel
prices, which is allowed as a pass through to consumers as part of the FAC
mechanism, needs to be vetted by the Commission on post facto basis. Accordingly,
the Commisson directs RInfra-G to submit the FAC details for DTPS with all
the necessary documents on quarterly basis for the Commission’s approval.

55 O&M Expensesfor FY 2008-09

The revised O& M Expenditure for FY 2008-09 is estimated by RInfraG at Rs. 92.13
crore as compared to Rs. 78.38 crore gpproved in the APR Order. RInfra-G submitted
that apart from the issues discussed while truing up of O&M expenses for FY 2007-
08, theincrease in O& M expenses for FY 2008-09 is due to the following reasons:

@ Loss on sale of asset (writing off of obsolete asset) to the tune of Rs. 3.05
crore

@ Additional R&M required for overhaul of Unit-1 over and above norma R&M
expenses to the tune of Rs 2.89 crore (towards first-time replacement of
baskets of Air Pre-Heater, first-time replacement of silencers of FD Fans and
PA Fans, first-time replacement of radiators of generator transformer, first-
time servicing of Station Transformer and Unit Auxiliary Transformers
(UATY9), first-time servicing of 6.6 kV motors of coal mills).
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@ The projections for FY 2008-09 aso include Rs. 3.00 crore towards R&M of
FGD plant as against Rs. 10.00 Crore gpproved by the Commission.

In this regard, it is necessary to first discuss the relevance of Multi-Year Tariff.
During the public regulatory process on the APR Petitions, several consumers have
expressed their opinion that revising tariff on an annual basis is against the principles
of MYT. While this is not incorrect if one goes by the pure concept of MYT, in
Maharashtra, parameters like sales and power purchase have not been stipulated in the
MYT Orders, due to the uncertainty on account of the prevailing supply shortages in
the State and the respective licence area. Consequently, the tariff has been specified
for only one year, rather than the Control Period, which is also in accordance with the
MERC Tariff Regulations, which specifiesthat tariff will be determined annually.

Consequently, in the MYT Orders, the Commission has primarily stipulated the
following parameters separately for each year of the Control Period, viz.,

@ Performance trajectory
i. Station Heat Rate (SHR), auxiliary consumption, transit losses and

secondary oil consumption for Generating Companies,

ii. Availability for Transmission Licensees; and

iii. Distribution loss for Distribution Licensees

(b) Cost elements
i. Operation & Maintenance (O&M) expenses have been approved as a

whole for Generating Companies, and for individua elements, viz.,
employee expenses, A&G expenses and R&M expenses, for
Transmission Licensees and Distribution Licensees

ii. Working capital interest

However, even though the O&M expenses have been approved by the Commission
for each year of the Control Period, wherein, by and large, the Utility's projections
have been accepted, most Utilities have projected significant further annual increase
in the O&M expenses for each year in the Control Period. If this increase in O&M
expenses is alowed as sought by the Utilities, then the MY T framework created by
the Commission in its MYT Orders will have no sanctity. Hence, the Commission
rules that for FY 2008-09 and FY 2009-10, the O&M expenses allowed by the
Commission for FY 2007-08 under the final truing up for FY 2007-08, after
considering the base as audited expenses for FY 2006-07, will be consdered as the
base and increase will be alowed strictly as per the CPI/WPI growth as applicable,
which incidentally, is higher than the growth rate projected by the Utilities in their
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respective origina Petitions. The variation between alowed expenses and actual
expenses will be considered as a controllable gain/loss, and will be shared between
the Utilities and the respective consumers, in accordance with Regulation 19 of the
MERC (Terms and Conditions of Tariff) Regulations, 2005.

In view of the above, the Commission has not carried out any provisional truing up
for O&M expenses for FY 2008-09, however, the Commission clarifies that the
impact of wage revision on terminal benefits of Rs. 1.68 (i.e., considering the
escalation on the amount of Rs. 1.52 crore for FY 2006-07) crore, which was not
considered in the APR Order in Case No. 65 of 2007 would be consdered during the
final truing up.

Asregards additional R& M expenses for FGD plant RInfra-G in its Petition submitted
that the actua R&M expenses incurred on FGD plant during FY 2007-08 are Rs. 0.30
crore for half year of operation, which is due to negligible requirement of R&M
expense on account of fact that the FGD plant is very new. Considering the Rinfra-
G's submission that the FGD plant is very new, the Commission has considered the
amount of Rs 3 Crore towards additional R&M expenses for FGD plant as per the
revised estimates submitted by RInfra-G for FY 2008-09 for full year of operation.

The Commission will carry out the final truing up of O&M expenses for FY 2008-09
based on actua O&M expenses for the entire year and prudence check, during the
APR processfor FY 2009-10.

The Commission would like to further clarify that for sharing of efficiency
gaing/losses for FY 2008-09, the revised estimate of O&M expenses for FY 2008-09
as considered in this Order will be considered as base O&M expenses.

Table: Summary of O& M Expensesfor FY 2008-09 (Rs. Crore)

Particular APR Revised Revised Estimate
Order Estimate by by the
Rinfra-G Commission

O&M Expense 63.20 63.20
Impact of Wage Revision 5.19 5.19
Impact of Wage Revision on termina

benefits 1.68
Additiona R&M Expense for FGD 10.00 3.00
Tatal O& M Expenses 78.38 92.13 73.07
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5.6 O& M Expensesfor FY 2009-10

Rinfra-G has estimated the O&M expenditure for FY 2009-10 by applying the
escalation factor of 6% (based on historic and recent movement of Consumer Price
Index (CPI) and Wholesale Price Index (WPI)) on the revised estimated O&M
expenses for FY 2008-09. Rinfra-G also considered the additional amount of Rs. 10
crore for O&M expenses for FGD plant during FY 2009-10 and projected overall
O&M expenses as Rs. 104.48 crore for FY 2009-10.

For FY 2009-10, the Commission has considered an increase of around 6.04% on
account of inflation over the revised level of base O&M expenses for FY 2008-09
(i.e., including the impact of wage revision on terminal benefits), based on the
increase in WPI and CPI. The Commission has considered the point to point inflation
over WPI numbers (as per Office of Economic Advisor of Govt. of India) and CPI
numbers for Industrial Workers (as per Labour Bureau, Government of India) for a
period of 3 years, i.e.,, FY 2005-06 to FY 2007-08, to smoothen the inflation curve.
The Commission has considered a weight of 60% to WPI and 40% to CPI, based on
the expected relationship with the cost drivers. Further, the Commission has
considered impact of wage revision as Rs 5.50 crore for FY 2009-10 and impact of
wage revision on terminal benefits as Rs. 1.79 crore by applying the escalation factor
on the revised estimate for FY 2008-09. As regards additional R&M expenses for
FGD plant the Commission has considered the amount of Rs 3 Crore as per the
revised estimates submitted by RInfra-G for FY 2008-09 for full year of operation and
considering the RInfra-G’s submission that the FGD plant is new. The Commission
would like to reiterate once again that the allowed level of additional R&M expenses
for FGD plant would be reviewed based on the analysis of the R&M requirements
elsewhere in the country or the Commission may appoint an independent technical
expert to undertake a study in this respect and considering the amount of R&M
expenses incurred by RInfra-G post-commissioning.

Further, as regards appointment of consultants, the Commission directs Rinfra-G that
in future, any appointment of consultants where the estimated cost for the engagement
of the Consultantsis more than Rs. 1 crore, it should ensure that the selection is made
through a competitive bidding process, proper Terms of Reference are prepared, cost
benefit analysis is stated upfront and the deliverables of the consultancy assignment
are properly defined. RInfra-G should submit the following details for al consultancy
assignments of morethan Rs 1 Crore inits APR and Tariff Petition:

Process followed for appointment of Consultant including number of bids

received along with bid documents
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Stated Cost-Benefit analysis and assessment of cost benefit analysis after
completion of the assignment
List of Deliverables submitted by Consultant

The summary of O&M expenses as projected by RinfraG and as approved by the
Commission for FY 2009-10 is given in the following Table:

Table: Summary of O& M Expensesfor FY 2009-10 (Rs Crore)

Particular MYT Order Revised Estimate | Approved
O&M Expense 67.01
Impact of Wage Revision 5.50
Impact of Wage Revision on terminal benefits 94.48 1.79
Additiona R&M Expense for FGD 10.00 3.00
Tatal O& M Expenses 83.66 104.48 77.30

5.7 Capital Expenditure and Capitalisation

Capital expenditure and capitalisation are two important variables that influence
computation of different expenditure and return components such as depreciation,
advance against depreciation, intere on long term debt and return on equity.
Accordingly, variation between approved values and actual values of these variables
over the Control Period needs to be evaluated carefully during the Annual
Performance Review along with scrutiny of reasons necessitating such review.

Table: Summary of Capitalisation — RInfra-G (Rs Crore)

Particulars FY 2008-09 FY 2009-10
APR Order Revised Estimate | MYT Order Revised Estimate

Capitdlisation 12.67 38.24 591 63.24

The Commission, in the MYT Order for Rinfra-G, has not considered any capital
expenditure towards new DPR schemes during the Control Period as only two DPR
schemes were submitted by Rinfra-G by then, which were under scrutiny and the in-
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principle clearance for such schemes were awaited. Subsequently, RIinfra-G submitted
DPR for 6 schemes, out of which, the Commission has granted in-principle clearance
for FGD Plant, coal handling system and DTPS-spare turbine module. Remaining
three schemes for DTPS-Spare Generator, DTPS-Spare Generator transformer and
capex scheme for ash brick manufacturing and ash grinding unit are yet to be
scrutinised pending submission of clarification and additional
information/justification by Rinfra-G.

Further, the Commission notes that as against permitted capitalisation of Rs 12.67
crore under its APR Order in Case No. 65 of 2007, the revised projections of
capitalisation by RinfraG during FY 2008-09 amounts to Rs 38.24 crore. RInfraaG
submitted the variation is mainly on account of spill over capitalisation of FGD plant
and implementation of several non-DPR schemes.

The revision in ARR/ariff sought by different Utilities as a part of the Annual
Performance Review (APR) process for FY 2008-09 can be attributed primarily to
increase in power purchase cost of distribution licensees and the steep increase in
capital expenditure and capitalisation being undertaken by the Utilities in recent years.
The issue of increase in power purchase expenses is being dealt with in the Orders of
the respective distribution licensees, since the reasons for the increase are different for
different distribution licensees. However, the issue of steep increase in capital
expenditure and capitalisation is a generic issue and relevant for all the Utilities.

The Commission appreciates that the investment on capex schemes is an ongoing
process for any Utility/Licensee, which is required for healthy system development
with tangible and intangible benefits. The scope, objective and benefits are identified
while formulating project reports. After implementation of the scheme, before
capitalisation, the benefits are to be demonstrated by the Utility. The Utility is
required to execute the capex schemes in a phased manner so as to minimise tariff
shock attributable to capex implementation. The Commission can permit capex in the
ARR only after prudence check as there is an impact on tariff.

To understand the significance of the capitalisation clamed by Rinfra-G, the actuad
capitalisation over the last four to five years vis-avis the opening GFA prevailing
around 5 years ago have been compiled as under:
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FY 2004-05 | FY 2005-06 | FY 2006-07 | FY 2007-08 | FY 2008-09 | FY 2009-10
Revised
Particulars | Actuals Actuals Actuals Actuals Estimate Projected

Opening GFA
Rinfra-G 1294.09 1294.59 1302.83 1311.18 1560.14 1592.19
Rinfra-T 284.14 284.86 296.68 298.09 303.64 405.91
Rinfra-D 1,562.94 1707.92 1923.72 2,347.39 2,594.22 2,955.97
Tatal Rinfra 3141.17 3287.37 3523.23 3956.67 4457.99 4954.07
Asset addition during the year
Rinfra-G 1.20 9.63 8.44 249.18 38.24 63.24
Rinfra-T 0.72 6.90 141 5.55 102.27 536.67
Rinfra-D 177.36 282.94 455.61 285.29 375.70 538.05
Taa Rinfra 179.28 299.47 465.46 540.02 516.21 1137.96
Asset write off/retirement during the year
Rinfra-G (0.71) (1.64) (0.09) (0.21) (6.19) -
RinfraT - - - - - -
Rinfra-D (32.38) (57.35) (31.94) (38.47) (13.94) (14.45)
Taal Rinfra (33.09) (58.99) (32.03) (38.68) (20.13) (14.45)
Closing GFA
Rinfra-G 1294.59 1302.58 1311.18 1560.14 1592.19 1655.43
Rinfra-T 284.86 291.75 298.09 303.64 405.91 942.58
Rinfra-D 1707.92 1933.51 2347.39 2594.22 2955.97 3479.57
Tata Rinfra 3287.37 3527.85 3956.66 4457.99 4954.07 6077.58

The above compilation has been done for RInfra as awhole, to give a better picture of
the overall increase in asset addition over the last five years, since RInfra was earlier

being regulated as an integrated Utility.

It isclear from the above Table that the Gross Fixed Assets have increased by around
28%, 230%, and 104% for the Generation, Transmission, and Distribution Business,
respectively, over the last five years. The pace of asset addition has increased by leaps
and bounds over the last five years. RInfra-D has projected to amost double its asset
base (asin FY 2004-05) by the end of FY 2009-10, while RInfra-G and Rinfra-T have
proposed to increase their asset base (asin FY 2004-05) to around 1.3 to 3.3 times.
Further, when RInfra was operating in an integrated manner in FY 2004-05, the total
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asset addition every year was less than around Rs. 200 crore, whereas in FY 2008-09
and FY 20091-0, the Transmission and Didribution Businesses are individually
adding assets of more than this amount every year on an average, while the capital
asset addition in Generation Business has also increased significantly in scale. The
addition to the asset base is clearly not commensurate either with the increase in sales
or increase in demand in MW served. Since the Utilities were able to serve the
existing consumer base well enough with the existing assets, the rationale for this
steep increase in the asset base needs to be examined further. The favourite argument
of the Utilities that in the past, there was a backlog on this account, and that they want
to make it up, is also unconvincing to justify the 100% increase in the asset base in
such a short period.

In the regulated business, the returns to the investors are linked to the equity invested
in the business, which in turn is directly linked to the existing asset base and assets
added every year. The steep increase in the asset base every year has been suggested
by the consumers to be an attempt by the Utilities to increase the returns from the
regulated business, during the Public Hearing conducted by the Commission on the
APR Petitions filed by the Utilities.

The Commission has conducted a Public Hearing on the Petitions filed by different
Utilities to ascertain the views of the consumers and other stakeholders on the Petition
and the tariff increase sought by the Utility. During the Public Hearings, there was a
huge resistance to the proposed tariff increase and one of the common objections has
been that the increase in ARR/ariff being sought by the Utilities is exorbitant and the
capital expenditure should not be allowed to the extent sought by the Utilities, since
there has been no great increase in the sales quantum or any great improvement in the
service quality over the period, and in some cases deterioration in the service quality
has been witnessed.

Further, as regards capital expenditure, the Commission has instituted a process of
giving in-principle approva for the capital expenditure schemes costing above Rs. 10
crore (together known as DPR Schemes), wherein the Utility has to submit Detailed
Project Report (DPR) as well as the expected cost-benefit analysis, pay back period,
etc., as per well laid out guidelines. Schemes costing less than Rs. 10 crore are
considered as non-DPR schemes and the Utilities are not required to submit any DPR
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for the approva of the same. It is often observed that at the time of obtaining in-
principle gpprova of the Commission for the DPR schemes, the Utilities indicate
several quantifiable benefits and a short payback period. However, the Utilities are
not able to substantiate the benefits once the capital investment is actually undertaken
and the assets are added to the Gross Fixed Assets (GFA). As aresult, the costs and
hence, the tariffs are increased, but the expected benefits to the system do not accrue.

In this regard, the in-principle approval given by the Commission to the DPR
Schemes has certain standard covenants. One such in-principle approva given to a
scheme submitted by MSETCL is reproduced below, for reference:

“...2. Please note that this in-principle clearance should not be construed as
final approval for ARR purpose and the scheme will be open for scrutiny
during the tariff determination process’ARR review, particularly in the context
of actual cost incurred, scope and objective achieved etc. ex post after
implementation of the scheme. MSETCL will be required to submit the status
of implementation of the scheme with cost incurred till date, likely completion
date etc. along with their ARR petition or during the tariff determination
process at the appropriate time.

3. MSETCL should submit half yearly report giving the status of
implementation of the scheme in terms of expenditure incurred and item wise
physical progress achieved during the implementation of the scheme.

4. Assets created after execution of the scheme should be maintained
separately in the Asset register.

5. Immediately after completion / commissioning of the respective scheme,
MSETCL should communicate to the Commission the date of completion of the
scheme, actual cost incurred, escalation in cogt, if any with reasons, the scope
and objectives of the scheme and to what extent they have been achieved, etc.
S0 as to facilitate a comparison between the in-principle clearance and the
actual.” (emphasis added)

However, the Utilities have not been able to submit any evidence that the scope and
objective of the scheme have been achieved.
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In this context, the recent Report by Forum of Regulators on Multi-Year Framework
has also emphasized that the capital expenditure plans of Utilities should clearly bring
out cost benefit analysis and targeted reduction in technical losses.

Further, the Commission has observed that most of the Utilities have projected very
high non-DPR schemes, and in some cases, the capital expenditure and capitalisation
projected under non-DPR schemes is several times that projected under DPR
schemes. This defeats the very purpose of classifying schemes costing above Rs. 10
crore as DPR schemes and requiring regulatory scrutiny of the schemes.

In this regard, the Commission in its APR Order for Maharashtra State Electricity
Transmission Company Limited (MSETCL) for FY 2007-08 as well as the MYT
Orders for Utilities had observed as under:

“However, the Commission would like to reiterate that in-principle approval
of the scheme does not absolve the senior management of MSETCL of their
responsibility to prioritise various schemes and undertake cost benefit
analysis and financial analysis to validate the commercial prudence of each
scheme. MSETCL should ensure that the projected benefits actually accrue for
the benefit of the stakeholders. It would be essential to monitor progress of
each scheme as well as track expenditure and benefits accrued as per the
scheme.”

“Theincrease in quantum of Non-DPR schemes indicates an unhealthy trend,
as the Commission feels that there is a tendency to split distribution scheme so
that capital outlay of the scheme is below Rs. 10 Crore, to escape regulatory
scrutiny. The Commission will take a review of the schemes being classified
under Non-DPR category, and in case it is found that these schemes should
have ideally been classified under DPR category, then that capex and the
related capital charges will be disallowed till the DPR is submitted and the
scheme is approved by the Commission.”

In view of the above, as a general rule, the Commission has decided that the total
capital expenditure and capitalisation on non-DPR schemes in any year should not
exceed 20% of that for DPR schemes during that year. To achieve the purpose, the
purported non-DPR schemes should be packaged into larger schemes by combining
similar or related non-DPR schemes together and converted to DPR schemes, so that

MERC, Mumbai Page 85 of 109



Case No. 120 of 2008 MERC Order for Rinfra-G for APR of FY 2008-089 and Tariff for FY 2009-10

the in-principle approval of the Commission can be sought in accordance with the
guidelines specified by the Commission.

Further, in the absence of documentary evidence that the stated purpose and objective
of the capex schemes have been achieved, MERC is restricting the capitalisation
considered for the purposes of determination of ARR and tariff. Once the Utilities
submit the necessary judtification to prove that the scope and objective of the capex
scheme has been achieved as projected in the DPR, the same may be considered in
future Orders.

Rinfra is directed to prioritise the capex schemes based on importance and the
schemes may be implemented in a phased manner to minimise the impact on
generation cost.

For the purpose of APR exercise for FY 2008-09 and revised projection for FY 2009-
10, the Commission has not considered capitalisation of such DPR schemes where in-
principle approval of the Commission is yet to be provided. Accordingly, the
Commission has not considered the capitalisation of the DPR schemes ‘Spare
Generator’.

The Commission has considered the capitalisation as proposed by RInfra-G for the
pill over capitalisation of FGD plant for FY 2008-09.

However, in respect of HP turbine module, RInfra-G had submitted DPR scheme with
estimated cost of Rs 37 Crore, which after discussion was revised to Rs 12 Crore.
However, RInfra-G has claimed capitalisation of Rs 23.47 crore including IDC during
FY 2009-10 against this scheme. Thus, actua capital expenditure and capitalisation in
respect of this scheme exceeds the approved capital expenditure. The Commission is
of the view that while the increase in capitalisation could be on account of additional
scope necessitated or any other reason, however, unless the same is ascertained, it
would not be prudent to allow such expenses. Further, the Commission is of the view
the benefits of such scheme needs to be examined and until it is ascertained that the
projected benefits actually accrue for the benefit of the stakeholder, it would not be
appropriate to allow such expenses. Accordingly, the Commission has not considered
the projected capital expenditure and capitalisation towards this DPR scheme.

The Commission also notes that in accordance with Regulation 30.1 of the MERC
Tariff Regulations, the actual capital expenditure incurred on completion of the
project shall form the basis for determination of original cost of the project subject to
prudence check. Accordingly, the Commission directs RInfra-G to provide adequate
justification, including process of procurement, sources of equipment, etc., to
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establish that best price/cost has been obtained, rationale and provide supporting
documentation for justifying the increase in capitalised cost in respect of this scheme.
Accordingly, revised approved capitalised cost can be considered at the time of true-
up of financial performance of FY 2008-09 and annual performance review for FY
2009-10.

For Non-DPR schemes, the Commission has considered the 50% of the proposed
capitalisation by RInfra-G on adhoc basis as the Commission is of the view until it is
ascertained that the projected benefits actually accrue for the benefit of the
stakeholder, it would not be appropriate to allow the entire expenses.

Accordingly, revised estimate for capitalisation for FY 2008-09 and approved
capitalisation for FY 2009-10 is summarised in the following Table:
Table: Summary of Capitalisation —approved by Commission (Rs Crore)

FY 2008-09 FY 2009-10
Particulars APR Revised Revised MYT Revised Approved
Order | Edimateby | Estimatebythe | Order | Estimate by
RlInfra-G Commission Rinfra-G
Capitalisation | 272.14 38.24 22.93 5.91 63.24 3.94

5.8 Depreciation

The Commission, in its APR Order, had permitted depreciation to the extent of Rs.
48.38 crore for FY 2008-09 and Rs 56.15 crore for FY 2009-10 in the MYT Order,
which amounts to 3.06% and 3.59% of Opening level of Gross Fixed Assets (GFA) of
Rinfra-G for FY 2008-09 and FY 2009-10, respectively.

Rinfra-G, in its APR Petition, submitted the revised estimate for depreciation for FY
2008-09 and FY 2009-10 as Rs 24.11 crore and Rs 14.52 crore, respectively, at an
overal depreciation rate of 1.55% and 0.91%% corresponding to opening GFA of Rs.
1560.14 crore and Rs. 1592.19 crore, respectively.

Table: Depreciation claimed by RInfra-G (Rs Crore)

Particulars FY 2008-09 FY 2009-10
APR Revised MYT | Revised
Order Esimate Order Estimate

Opening GFA 1583.24 1560.14 | 1562.00 | 1592.19

Depreciation 48.38 24.11 56.15 1452

Asregards the lower depreciation for FY 2008-09 and FY 2009-10 as compared to the
approved amount, RInfra-G submitted this is on account of deprecation for some of
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the assets reaching the threshold 90% limit on which, no further depreciation is
permitted in accordance with the MERC Tariff Regulations.

Further, Rinfra-G in its additional submissions confirmed that depreciation has not
been claimed beyond 90% of the asset value in line with the Tariff Regulations.

Based on the revised capitalisation considered by the Commission for FY 2008-09
and FY 2009-10, the depreciation expenditure as estimated by the Commission for FY
2008-09 and approved for FY 2009-10 considering the depreciation on opening GFA
is summarised in the following Table:

Table: Depreciation approved by the Commisson (Rs Crore)

Particulars FY 2008-09 FY 2009-10
APR Revised Revised MYT Revised Approved
Order Estimate by Estimate by Order | Egsimate by
RiInfra-G the Rinfra-G
Commission
Opening GFA | 1583.24 1560.14 1547.29 | 1562.00 1592.19 1564.03
Depreciation 48.38 24.11 23.91 56.15 14.52 14.21

The Commission will undertake the truing up of Depreciation based on actual
expenditure during the entire year subject to prudence check, during Performance
Review for the third year of Control Period, i.e., FY 2009-10.

59 Interest Expenses

Rinfra-G, in its APR Petition, submitted the revised estimate of interest expenditure
for FY 2008-09 and FY 2008-09 as Rs 15.04 crore and Rs. 17.25 Crore, respectively,
at a weighted average interest rate of 8.1% and 8.2% for FY 2008-09 and FY 2009-
10.

Table: |nterest on Debt as claimed by RInfra-G (Rs Crore)

Particulars FY 2008-09 FY 2009-10

APR Order Revised Estimate | MYT Order Revised Estimate
Op. balance of loan 197.04 176.91 200.46 192.89
Loan Addition 8.87 26.77 414 44.27
Loan Repayment (10.81) (20.79) (8.69) (13.01)
Cl. Balance of loan 195.09 192.89 195.90 224.15
Interest Expense 15.62 15.04 15.85 17.25

Rinfra-G submitted that in accordance with the philosophy of the Commission, 70%
of the total capitalisation (works capitalised + interest capitalised + expenses
capitalised) is considered as a normative loan for computing interest on loan capital.
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Rinfra-G submitted that interest on debt for FY 2008-09 and FY 2009-10 has been
computed considering normative loans for the assets put to use. Further, RinfraG
submitted that normative loan repayment tenure of 10 years has been considered for
loan drawal during FY 2004-05 and FY 2005-06 and 20 years for loan drawal during
FY 2006-07 and afterwards.

As regards the interest rate for FY 2008-09 and FY 2009-10, Rinfra-G quoted the
relevant paragraph of the MY T Order in Case No. 74 of 2006, which stipulates:

“ Further, the Commission has conddered interest cost at the interest rate of
10% p.a. for the assets put to use during FY 2004-05 and FY 2005-06 and at
the interest rate of 8% p.a. for assets put to use during FY 2006-07. Interest
rate of 8% is reasonable, considering REL’s credit rating and the fact that the
successor entities of erstwhile MSEB, viz.,, MSPGCL and MSEDCL have been
ableto raise loans at the interest rate of 8%.”

Rinfra-G submitted that the economic scenario has undergone a change as compared
to FY 2006-07 when the Commission issued the MY T Order. The prevailing PLRs of
various banks have been around 13.50% p.a.. RInfra-G submitted that Reliance Metro
(one of the subsidiary of RInfra) has availed of finance from IDBI for its ongoing
project at PLR minus 200 bps, which works out to be 11.50%. RinfraG submitted
that the interest rate currently being allowed by the Commission at 8% for projects
initiated in FY 2008-09 onwards, does not reflect the market reality. In response to a
specific suggestion by the Commission during the TVS, Rinfra-G submitted that as a
support to the consumer and goodwill gesture, it has re-computed the loan borrowings
a 9% for FY 2008-09 and FY 2009-10.

Accordingly, the Commission has considered the interest expense on the normative
debt corresponding to capitalised assets only and has considered the interest rate of
10% p.a., for the assets put to use during FY 2004-05 and FY 2005-06 and at the
interest rate of 8% p.a. for assets put to use during FY 2006-07 and FY 2007-08 in
accordance with the principles adopted in the MY T Order and APR Order. However,
the Commission has considered the interest rate of 9% as considered by Rinfra-G for
assets put to use during FY 2008-09 and FY 2009-10.

Accordingly, approved interest expense for FY 2008-09 and FY 2009-10 is
summarised in the following Table:
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Table: | nterest on Debt as approved by the Commission (Rs Crore)

Particulars FY 2008-09 FY 2008-09
APR Revised Revised MYT Revised Approved
Order | Edtimateby | Estimatebythe | Order | Estimate by
RInfra-G Commission RInfra-G

Op. balance of loan | 197.04 176.91 168.47 | 200.06 192.89 174.38
Loan Addition 8.87 26.77 16.05 4.14 44.27 2.76
Loan Repayment (10.81) (10.79) (10.14) | (8.69) (13.01) (10.28)
Cl. Balanceof loan | 195.09 192.89 174.38 | 19551 224.15 166.86
Interest expense 15.62 15.04 13.90 15.85 17.25 13.91

5.10 Return on Equity (ROE)

The Commission, in its APR Order, had permitted return on equity to the extent of Rs.
73.00 crore for FY 2008-09 and Rs. 73.51 crore for FY 2009-10, at rate of return of
14% on estimated opening value of regulated equity of Rs. 521.42 crore and Rs.
524.18 crore during respective years.

Rinfra-G, under its APR Petition, submitted revised estimate for return on equity for
FY 2008-09 and FY 2009-10 as Rs. 72.03 crore and Rs. 73.64 crore, respectively.

Table: Return on Equity as claimed by RInfra-G (Rs Crore)

Particulars FY 2008-09 FY 2009-10
APR Revised MYT Revised
Order Estimate Order Estimate

Regulatory Equity at the beginning of the year 521.42 514.53 524.18 526.00

Equity portion of assets capitalised during year 3.80 11.47 177 18.97

Regulatory Equity at the end of the year 525.22 526.00 525.95 544,98

Return on Regulatory Equity at the beginning of

the year 73.00 72.03 73.39 73.64

Return on Equity portion for assets capitalized

during year 0.00 0.00 0.12 0.00

Total Return on Regulatory Equity 73.00 72.03 73.51 73.64

RinfraeG submitted that based on the capital expenditure and capitalisation and
debt:equity norm of 70:30, the return on equity on the equity portion has been claimed
a 14%.
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The Commission has computed the RoE for FY 2008-09 and FY 2009-10 on the
opening balance of equity in accordance with the Regulations 34.1 and 31 of the
MERC Tariff Regulations as applicable for the generating stations. Accordingly,
estimated Return on Equity for FY 2008-09 and approved Return on Equity for FY
2009-10 is summarised in the following Table

Table: Return on Equity as approved by the Commission (Rs Crore)

Particulars FY 2008-09 FY 2009-10
APR Revised Revised MYT Revised | Approved
Order | Edimate | Estimateby | Order | Estimate
by the by
Rinfra-G | Commission RiInfra-G

Regulatory Equity at the

beginning of the year 521.42 514.53 510.68 | 524.18 526.00 517.56

Equity portion of assets

capitalized during year 3.80 11.47 6.83 177 18.97 1.18

Regulatory Equity at the

end of the year 525.22 526.00 517.56 | 525.95 544.98 518.74

Return  on  Regulatory
Equity at the beginning of

the year 73.00 72.03 71.50 73.39 73.64 72.46

Return on Equity portion
of assets capitalised during
year - - - 0.12

Total Return on

Regulatory Equity 73.00 72.03 71.50 73.51 73.64 72.46

5.11 Interest on Working Capital for FY 2008-09 and FY 2009-10

Rinfra-G, in its Petition, submitted that the Working Capital has been computed in
accordance with the MERC Tariff Regulations, which stipulate the components of
working capital of a generating station. RInfra-G further submitted that the normative
interest rate of 13% for FY 2009-10 has been considered for estimating interest on
working capital.

For FY 2008-09, as the Commission has not carried out provisional truing up of other
elements of ARR, the Commission has not carried out truing up of interest on
working capital for FY 2008-09. The Commission will carry out the truing up of
interest on working capital after final truing up of other elements of expenses and
revenue for FY 2008-09.
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For FY 2009-10, the Commission has estimated the working capital requirement for
DTPS in accordance with the MERC Tariff Regulations. As the short-term Prime
Lending Rate of State Bank of India was around 13% at the time of filing of APR
Petition by RInfraG, the Commission has considered the interest rate of 13% for
estimating the interest on working capital. The interest on working capital for DTPS
for FY 2009-10 is given in the following Table:

Table: |nterest on Working Capital for FY 2009-10 (Rs Crore)

Unit/Station MYT Order APR Petition
Revised Approved
Estimate
DTPS 455 8.26 6.32

5.12 Non-Tar iff Incomefor FY 2008-09

Rinfra-G submitted that the non-tariff income for FY 2008-09 is estimated at Rs. 6.25
crore as against Rs 6.17 Crore gpproved by the Commission in the APR Order.

The Commission will undertake the truing up of Non Tariff Income based on audited
accounts during Performance Review for the third year of Control Period, i.e., FY
2008-09.

5.13 Non Tariff Incomefor FY 2009-10

Rinfra-G submitted that the non tariff income for FY 2009-10 is estimated at Rs. 6.25
crore as against Rs 6.17 Crore gpproved by the Commission inthe MY T Order.

The Commission has considered the non-tariff income at the same level as approved
initsMYT Order, i.e.,, Rs6.17 Crore, for FY 2009-10.
5.14 Income Tax for FY 2008-09

RInfra-G submitted that for FY 2008-09, the income tax is estimated at Rs. 12.17
crore as againg the Rs. 10.84 crore approved by the Commission for FY 2008-09 in
the APR Order.
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The Commission has dealt with the issues of income tax in Section 3 while discussing
the income tax for FY 2007-08. However, while normative interest on long-term loans
has been added to the RoE while computing the Income Tax for FY 2008-09, the
normative interest on working capital loan has not been added to the RoE, since it is
not possible to project the exact actual interest expense that will be incurred by
Rinfra-G. Depending on the actual interest on working capital incurred by Rinfra-G,
only the difference between the normative interest and actual interest, and that too,
only if the actual interest is lower than the normative interest on working capital, will
have to be added to the RoE, for computing the Income Tax. Hence, this can be
considered at the time of final truing up. Further, the Commission has not grossed up
such RoE component for income tax, since the income tax is dlowed as part of the
ARR as an expense head, in accordance with the MERC Tariff Regulations.

The Commission has edimated the income tax for FY 2008-09 on stand aone
business considering the RoE as per the revised estimate of ARR and estimated the
income tax as Rs. 9.68 crore. The income tax projected by RinfraG in its APR
Petition, and the income tax estimated by the Commission for FY 2009-10 is shown
in the Table below:

Table: Income Tax (RsCrore)
Particulars EY 2008-09
Revised Estimateby | Revised Estimate by
RlInfra-G the Commission

Profit Before Tax /RoE 107.37 71.50
Add: Normative Interest on Long Term Loan - 13.90
Add: Normative Interest on Working Capital ) 0.00
Total Taxable Profit 107.37 85.40
Income Tax rate 11.33% 11.33%
Income Tax 12.17 9.68

5.15 Income Tax for FY 2009-10

As regards the income tax for FY 2009-10, RinfraG submitted that commencing
from FY 2009-10, the benefit of 80IA would not be available to DTPS. Accordingly,
RinfrasG computed the income tax at corporaie tax rate of 33.99%. RinfraG
submitted that it has estimated the income tax in accordance with the philosophy
adopted by the Commission in APR Order. RInfra-G has estimated the income tax for
FY 2009-10 as Rs. 33.27 crore as againg the approved income tax of Rs. 8.60 crore
for FY 2009-10 inthe MY T Order in Case No. 74 of 2006.
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The Commission, in its APR Order in Case No. 65 of 2007, considered that the
normative interest on loan and normative interest on working capital are not actual
expenses and hence, would not be eligible as deductible expenses while computing
the income tax. While normative interest on long-term loans has been added to the
RoE while computing the Income Tax for FY 2009-10, the normative interest on
working capital loan has not been added to the ROE, since it is not possible to project
the exact actua interest expense that will be incurred by Rinfra-G. Depending on the
actual interest on working capital incurred by RInfra-G, only the difference between
the normative interest and actual interest, and that too, only if the actual interest is
lower than the normative interest on working capital, will have to be added to the
RoOE, for computing the Income Tax. Hence, this can be considered at the time of final
truing up.

As regards the RInfraG submission of issue of book depreciation and tax
depreciation and consideration of income tax rate at corporate tax rate, the
Commission has not considered the same at this stage, since it is difficult to estimate
a this stage whether tax rate applicable would be corporate tax rate or MAT.
Accordingly, for the purpose of tax estimation for FY 2009-10 issue of book
depreciation and tax depreciation is not applicable. However, in case of income tax
payable on corporate tax rate, the impact of this change will hence, have to be
addressed at the time of final truing up for FY 2009-10. Further, the Commission has
not grossed up such RoE component for income tax, since the income tax is allowed
as part of the ARR as an expense head, in accordance with the MERC Tariff
Regulations.

As regards the impact of commissoning of FGD plant in FY 2007-08, the
Commission asked RInfra-G to confirm whether such capitalisation is eligible for
100% depreciation under Income Tax Act, 1961. RInfra-G confirmed that FGD plant
is eligible for 100% depreciation benefit. However, the FGD plant was commissioned
in the second half of FY 2007-08, and is hence, eligible for 50% of depreciation in FY
2007-08. The Commission further asked RInfra-G to submit the details of MAT credit
available on year on year basis and to re-compute the income tax workings based on
available MAT credit. Rinfra-G submit the detailed computation of the year on year
MAT credit available and revised workings for income tax for FY 2009-10 and
estimated the income tax as Rs. 10.49 crore.

As discussed in the previous paragraph as the Commission has considered the income
tax based on MAT rate, hence, the Commission has not considered the MAT credits
computations as submitted by RinfraG for working out income tax liability for FY
2009-10.
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The Commission has esimated the income tax for FY 2009-10 on stand alone
business considering the RoOE as per the revised estimate of ARR and estimated the
income tax as Rs. 9.79 crore. The income tax projected by Rinfra-G in its APR
Petition, and the income tax approved by the Commission in this Order is shown in
the Table below:

Particulars EY 2009-10
Revised Estimate Approved
Profit Before Tax/RoE 111.56 72.46
Add: Normative Interest on Long Term Loan 17.25 13.91
Add: Normative Interest on Working Capital 8.26 0.00
Add: Regulatory Depreciation 14.52
Less: IT depreciation (53.70)
Total 97.89 86.37
Income Tax rate 33.99% 11.33%
33.27 9.79

Income Tax on Total Profit

5.16 Summary of Annual Fixed Chargefor DTPSfor FY 2008-09 and
FY 2009-10

Based on analysis of each element discussed above, the summary of Annual Fixed
Charge of RInfra-G for FY 2008-09 approved by the Commission in its APR Order,
as estimated by RInfra-G in APR Petition and revised estimates of the Commission in
this Order is given in the following Table:
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Table: Annual Fixed Chargefor FY 2008-09 (Rs Crore)

Particulars FY 2008-09
Approved Revised Estimate | Revised Estimate by
(APR Order) by Rl nfra-G the Commission

O&M Charges 78.38 92.13 73.07
Interest on Long Term Loans 15.62 15.04 13.90
Interest on Working Capital 8.13 8.13 8.13
Depreciation 48.38 2411 2391
Return on Equity 73.00 72.03 71.50
Income Tax 10.84 12.17 9.68
Less: Non Tariff Income 6.17 6.25 6.17
Annual Fixed Charges 228.20 217.36 194.02

As observed from the aove Table the variation in Annual Fixed Charge for FY 2008-
09 as approved in the APR Order and revised estimated Annual Fixed Charge for FY
2008-09 is not substantial, and hence, the Commission has not carried out the
provisional truing up for FY 2008-09.

The summary of Annual Fixed Charge of RInfra-G for FY 2009-10 approved by the
Commission in its MYT Order, as estimated by Rinfra-G in APR Petition and as
approved by the Commission in this Order is given in the following Table

Table: Annual Fixed Chargefor FY 2009-10 (Rs Crore)

Component MYT APR Pstition
Order Revised Estimate Approved

O&M Charges 83.66 104.48 77.30
Interest on Debt 15.85 17.25 13.91
Interest on Working Capital 4.55 8.26 6.32
Depreciation 56.15 14.52 14.21
ROE 73.51 73.64 72.46
Income Tax 8.60 33.27 9.79
Less Non Tariff Income 6.17 6.25 6.17
Annual Fixed Charge 236.15 245.17 187.81
Provisional Truing up for FY 2008-09 35.57 -
Truing up for FY2007-08 (15.71) (31L.73)
Net Annual Fixed Charge 265.03 156.09
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6 TARIFF OF RINFRA-G’S DAHANU THERMAL POWER
STATION

Regulation 20.1 of the MERC Tariff Regulations, stipulates that the tariff will be
determined on an annual basis, as follows:

“The Commission shall determine the tariff of a Generating Company or
Licensee covered under a multi-year tariff framework for each financial year
during the control period, at the commencement of such financial year, having
regard to the following:

(a) The approved forecast of aggregate revenue requirement and
expected revenue from tariff and charges for such financial year,
including approved modifications to such forecast; and

(b) Approved gains and losses to be passed through in tariffs,
following the annual performance review.”

The Commission, in its MYT Order, has approved the Annua Fixed Charge and
parameters of variable cost for the Control Period. The Commission further stipulated
in MYT Order that it will determine the Tariff of RinfraG for each financial year
during the Control Period in accordance with the Regulation 20.1 of the MERC Tariff
Regulations and considering the fuel prices prevalent during the current year. In
accordance with the MERC Tariff Regulations, the Commission has determined the
tariff, i.e., Annual Fixed Charge as well as variable charge for DTPS for FY 2009-10
inthis Order.

6.1 Tariff for DTPS

Regulation 28 of the MERC Tariff Regulations specifies that “ Tariff for sale of
electricity from a thermal power generating sation shall comprise of two parts,
namely, the recovery of annual fixed charges and energy charges’ .

The methodology and assumptions for estimating the Annual Fixed Charge and
Energy Charge have been discussed in earlier Sections of this Order.
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i) Approved Annual Fixed Charge

As regards the recovery of Annual Fixed Charge, Regulation 33.1.1 of MERC Tariff
Regulations stipulates that the target availability for full recovery of Annual Fixed
Charge shall be 80 percent. The availability projected by Rinfra-G for its Thermal
Station is more than 80%. The Commission, hence, approves the full recovery of
fixed charge during FY 2009-10 for its Dahanu thermal power station. However, in
the event of actual availability for the year, computed in accordance with the
Commission's Tariff Regulations, being lower than the normative availability of 80%,
the fixed charge shall be proportionately adjusted in accordance with the provisions of
the Tariff Regulations, while truing up the revenue and expenses in the next year.

The approved Annual Fixed Charge for RIinfraG DTPS for FY 2009-10 is given in
the following Table:

Table: Approved Annual Fixed Charge of DTPSfor FY 2009-10 (Rs. Crore)

Particulars AFC (RsCrore)
DTPS 156.09

The Annual Fixed Charge of DTPS shall be billed on monthly basis on pro-ratabasis.
i) Energy Charge

The rate of energy charge (ex-bus) for FY 2009-10 has been approved for DTPS,
based on approved operationa parameters and assumed fuel price for FY 2009-10.
Any variations in the fuel price shall be dealt with under FAC mechanism. The
following Table details the energy charge to be charged by Rinfra-G for sale of power
from DTPS.

Table: Approved Energy Chargefor DTPS

Rate of Energy Charge
Particulars (RgkWh)
DTPS 2.08
iii) Incentive

Rinfra-G is eligible for an incentive of 25.0 paise/lkWh for actual generation in excess
of ex-bus energy corresponding to atarget Plant Load Factor of 80 percent.

To even out the cash flow Distribution Licensee on account of payment of the
incentives, RInfra-G shall determine the incentive at the end of September 2009 and

MERC, Mumbai Page 98 of 109



Case No. 120 of 2008 MERC Order for RInfra-G for APR of FY 2008-089 and Tariff for FY 2009-10

March 2010 on the basis of actual performance and shall submit that amount to be
billed to the distribution licensee as an additional charge payable on this account.

At the end of the financial year, i.e.,, March 31, 2010, the actual PLF for the entire
year shall be considered while truing up the incentive.

6.2 Applicability of Order and Tariff

This Order for the third year of the first Control Period, i.e., for FY 2009-10, shall
come into force with effect from June 1, 2009, and the Tariff approved in the Order
shall be applicable from June 1, 2009.

The Commission acknowledges the efforts taken by the Consumer Representatives
and other individuals and organisations for their valuable contribution to the APR
determination process.

Sd/- Sd/- Sd/-
(S. B. Kulkarni) (A. Velayutham) (V. P.Rga)
Member Member Chairman

(P B Patil)
Secretary, MERC
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APPENDIX 1

List of Personswho attended the Technical Validation Session held on January 28, 2009

S.No Name
Rinfra Officials
1. Shri G. Khanddwal
2. Shri Kapil Sharma
3. Shri Kamal Kant
4, Shri G.Srinivas Rao
5 Shri Ganesh Balasubramanian
6. Shri Sharad Nath
7. Shri Kishor Petil
8. Shri. P.G. Phokmare
9. Shri A C Tambawala
10. Shri Mohan Limaye
11. Shri A Shahi
12, Shri P.S. Pandya
13. Shri R.R. Mehta
14, Shri Madan Biyami
15. Shri P.M Hundil
16. Shri M.S.Rao
17. Shri P.V. Chawada
18. Shri Vikas Sonar
19. Shri Dhirgj Manikar
20. Shri Sanjay B
21. Shri Karman .K
22. Shri Karan Pallav
23. Shri A. Vijay
24, Shri SA. Radke
25. Shri A. Mondal
26. Shri Vivek Mishra
27. Shri Mangle Sumegh
28. Shri Prasad Rao
29. Shri Atul Joshi
30. Shri Anish J
Others
31. Dr. Ashok Pendse
32. Shri S. Dixit
Consultantsto
Commission
33. Shri Ajit Pandit
34, Shri Palaniappan M
35. Shri Suresh Gehani
36. Shri S R.Karkhanis
37. Kum. Kirty Sharma
38. Shri Anand Kulkarni
39. Shri Santosh Kumar Singh
40. Shri Krishngjith M. U.
41, Shri M.N. Bapat
42, Shri Saurabh Gupta
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Appexdix-2
List of Objectors
SNo. | Name & Address of the | Designation I nstitution
Objector

1. | Dr. Ashok Pendse Mumbai Grahak Panchayat

2. | Dr. SL. Pdtil Secretary General | Thane  Bdapur  Industries
Association

3. | Shri Shantanu Dixit/ | Member Prayas, Energy Group

Ashwini Chitinis

4, | Shri V. Gopd Individua

5. | Shri Srinivasan Krishnan Individual

6. | Shri Sanjeev Kapoor Kapoor Glass India Pvt. Ltd.

7. | Shri Krishna Sarbadhikary Individua

8. | Shri Ramnikla Chheda The Retall Gran Deders
Co.op.So.Ltd

9. | Shri. S. S. Seth Dy. CE(SO) W.S | Municipd  Corporation  of
Gregter Mumbai (MCGM)

10. | Shri Sandeep N. Ohri M oderator Individual/BIJLEE Y ahoo
Groups

11. | Shri K.C. Varshney Divisional Mahanagar Teephone Nigam

Engineer (Bldg)

Ltd

12. | Shri S.K. Lahiri

Individua

13.| Col. M. Masand President The Association of Hospita's
14. | Shri Mukund K. Parikh Individual
15. | Shri Jitendra N. Gupta Individua
16. | Shri Tapan Sharma Individua
17. | Shri Bankim P. Gor Individual
18.| N.A Trustee Shri Sarvodaya Hospita
19. | Shri Dilip Modi Secretary Pinky Prestige CHS Ltd
20. | Shri Sandeep Jalan Janhit Manch
21. | Shri Bhagvanji Raiyani President Janhit Manch
22. | Shri Shatadru Sengupta Director-Legal and | Hardcastle Restaurants  Pvt.
Company Ltd.
Secretary
23.| Shri Krishnanath Individual
Nevrekar,
(Shri Vinayak Joshi),
(Shri Vasant Shirdli)
24. | shri Dgiul M. Shah Individua
25. | Shri Mohammed Afza Consumer / Human Right
Adivist
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SNo. | Name & Address of the | Designation I nstitution
Objector
26. | Shri Hiren Shah Individual
27. | Shri Rupesh S. Jadhav Individua
28. | AshokKumar Hasija Wing Commander | Individual
29. | shri Vijay B. Malwankar, Executive Shivsena Grahak Sauraksan
Shri Prasad P. Ayare Committee Sangh
Member
30. | Shri Girdhari B. Lutharia Individual
31. | Shri Darakh Individual
32. | Smt. ShyamaNivas Individua
33. | Dr. Laxmi Vyas Individua
34. | Shri Anil M. K. Individual
35. | Smt. Meenakshi Bhalla Individual
36. | Shri Jatin Sanghavi Individua
37.| Shri M. J. Ggaria The Westminste  Co-op
Housing Society Ltd.
38. | Ms. Usha Chandra Sekhar Athreya Assod ates
39.| NA Partner Jain Sweet & Bhelpuri House
40. | Smt. Shweta A. Abrol/ Shri | Chief Co- | Bharitya  Udhami Avam
Rakshpal Abrol ordinator/ Upbhokta Sangh
Convenor
41. | Shri SatyaK. Srivastava Chief Financial | Spencer’s Retail Limited
Officer
42. | Shri K. Sampath Individua
43. | Shri Abhigyan Jha Individua
44. | Shri Parthasarthy Ganguly Dy. GM (Legd) Mumbai Internationa Airport
P. Ltd.
45, | Shri Nitin Pandit President Internationd  Ingtitute  for
Energy Conservation (11 EC)
46. | Shri Pankaj D. Muni President Electrical Contractors’
Association of Maharashtra
47. | Shri Guruprasad Shetty Association of Hotds &
Restaurant / Individual
48. | Shri Shrikant S. Prabhu Individual
49. | Shri Yashwant Trimbak Oke Individual
50. | Shri Sandeep R. Borkar Individua
51. | Shri Zaheer M. Kondkar Individual
52.| Shri Hiroo P. Malkani Individual
53. | Shri Rajesh Varma Individua
54. | Shri Madanmohan R. Singh Individua
55.| Shri T. R. Saranathan Individual
56. | Shri Manohar Pednekar Sahil International, Mumbai
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SNo. | Name & Address of the| Designation Institution
Objector
57.| Shri S.A. Puranik Dy. GM (Electric | BEST Undertaking
Supply)
58.| Shri_ Vasant Shetty, Shri | Vice-President Indian Hotd & Restaurant
Narayan.M. Alva Association
59. | Shri N. Ponarathanam, Vd Induction Hardenings
[Total 74 Applications]
60. | Shri N. Thampan Individua
61. | Smt. Jude G. Tandon Individua
62. | Shri P. N. Sridharan Individual
63. | Smt. lonaDias Individua
64. | Shri Avinash Fortes Individua
65. | Shri V. Thanumoorthy Individua
66. | Shri V.H.Wagle Assistant General | Tata Power Company Ltd.
Manager
67.| Shri Utsal Karani, [Total Individua
213 Applicationg]
68. | Smt. Kruti Shah Individua
69.| Shri  Mukeshchandra P. Individua
Parekh
70. | Shri N.K. Pratapan General Secretary | Pestom Sagar Citizens Forum
71. | Shri Kangargj Individua
72. | Shri M. Babu Individua
73. | Smt. Rima Chavan Individua
74. | Shri R.N. Vakharia Individua
75.| Shri Ashok Parekh/Sanjay | President/Secretary | Kamla Vihar G-5, Co-op
Shah Housing Society
76. | Shri Jeet Gulati Chairman Maker  Arcade  Premises
Co.op.Soc.Ltd
77.| Shri Mahendrakumar  B. Individua
Mehta
78. | Shri Amit. S. Ggjaria Member (Specid | Kandivdi Co.op.Indl. Estate
Power Committee) | Ltd.
79. | Wadia Ghandy & Co. Retailers Association of India
Advocate & Salicitors
80. | Wadia Ghandy & Co. Hyper City Retail (1) Ltd
Advocate & Sadlicitors
81. | Wadia Ghandy & Co. BD & P Hotes (1) Pvt. Ltd
Advocate & Salicitors
82. | Wadia Ghandy & Co. Inorbit Mall (1) Pvt. Ltd.
Advocate & Salicitors
83. | Wadia Ghandy & Co. Shoppers Stop Limited
Advocate & Salicitors
84. | Wadia Ghandy & Co. Globus Stores Pvt. Ltd
Advocate & Salicitors
85. | Dr. Rgas A. Rane Working Shivsena Grahak Saurakshan
Committee Kaksh
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SNo. | Name & Address of the| Designation Institution
Objector
Member
86. | Shri D.D Chaphalkar Multiplex Association of India,
[FICCI]
87. | Shri Prakash Khatiwala President Juhu Scheme  Residents
Association
88. | Shri Mahesh Barbhaya Proprietor Lata Enterprises
89. | Shri Jubal Braganza Individua
90. | Shri Surendrakumar Suri Individual
91.| Shri D. D Savla President Dadar Merchant’s Associ aion
92.| NA Manager Shree Bhayander Stainless
Sted  Mfrs. &  Traders
Association
93. | Adv. Parag M. Alavani, General Secretary | Bhartiya Janata Party
94. | Shri. | shwar P. Excel Electric
Kewalramani
95. | Shri S.C. Gupta Supt. Engineer Prasar Bharati, (Broadcasting
Corporation of India)
96. | Shri S. Amin Seagull Anglore Co-op
[Total 85 Applications] Housing Society, Chembur
97.| Shri. A.K Khanna Director Isha Sted Treatment Pvt. Ltd.
98. | Shri A. R. Bapat, Individua
99. | Total 45 objectors NA The Tenants of Kayan Bldg
100] Shri Shrikant R. Belwalkar Individual
101| Shri Kantilal Jangbari President JVPD Tenants & Residents
Association
102| Shri Utsal Karani JVPD Tenants & Residents
Association
103| Shri Harish B.Sheatty President Maharashtra Manav  Seva
Sangh
104| Shri Mahadev Gai kwad Bhimshakti Ekta Mitra Mandal
105/ Shri Kisan Gaikwad Individual
106| Shri N.D. Manjrekar Individua
107| Shri Vanrgj Patil Individua
108 Smt. Anjali Individua
109| Smt. Surekha K. Nilakh Individual
[Total 67 Applications]
110, Shri Vasant K. Gade Islampur Samgj Kdyan
[Total 110 Applications] Society
111 Shri. Pradeep Shetye Pvt. Ltd.
[Total 47 Applications]
112] Shri G.A. Gohin Individual
[Total 85 Applications]
113| Smt. Prema Shetty Neelkant Apartment, Chembur
[Total 84 Applications]
114 Wadia Ghandy & Co. Asian Hotels Ltd.
Advocate & Sadlicitors
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SNo. | Name & Address of the| Designation Institution

Objector

115| Wadia Ghandy & Co. Lifestyle International Pvt. Ltd.
Advocate & Salicitors

116| Wadia Ghandy & Co. R. Mall Developers Pvt. Ltd.
Advocate & Salicitors

117| Shri Yazdi Tantra Representative Juhu Scheme  Residents

Association

118 Shri Jayant Patel Individua

119] Shri Sumit Duit Individual

120, Shri Samprati Gada Individua

121| Shri Bhaskar Prabhu Individual

122| Shri Rgjiv Arora Individua

123} Shri Anil Mani Individual

124 Shri Ketan B. Kapadia Individua

125| Shri Tirath R. Sonpar Individua

126| Shri Chaitanya P. Kalve Individua

127} Shri Pravin Jain Individual

128| Shri Maav Ravd Individual

129 Shri Shirlyn Galbao Individua

130, Shri Sharat Bangera Individua

131 Shri Rgjesh Bhatt Individua

132| Smt. Shradda Mathure Individual

133| Smt. P. Fernandes Individual

134 Shri Rgjive Prasad Individua

135 Shri Jayesh Thacker Individua

136/ Smt. AnitaBalani Individual

137| ,Ms. Sherly J. Singh Director Hotel Samrg

138 Shri Sunay Gandhi, Individua

139 Shri Kantilal Bheda, Individua

140| V.C. Darak V.C. Darak & Associates
141 Smt. ArchanaMehta, Individua
142| Dr. Anupam Karmakar Chief  Operating | Parakh Hospital
Officer
143} Shri Amin Mukhi Individua
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SNo. | Name & Address of the| Designation Institution
Objector
144 Shri Sanjay Sakpal General Secretary | Ishanya Mumbai  District
Congress Committee
145| Shri Sundararaman S lyer, | President and | Mumbai Citizens &
Shri Suresh M.Mehta Managing Trustee, | Commuters Trust &
Executive Trustee | Citizens Development Trust
of India
146 Shri A.V. Shenoy, Shri | Convener, Co- | Energy Study Group
Pramod Muzumdar convener
147 N.A Chairman and | Navsamg Co.Op. Housing
Hon. Secretary Soc. Ltd.
148 Shri  Shabbir Udaipurwaa | Secretary and | Ram Mandir Road Factory
and Shri Diwakar Udywar Chairman Owners Association
149 N.A Secretary and | Juhu Abhishek Apmt. CHS
Chairman Ltd
150, Shri Anuj Dhokai Xoriant Solutions Pvt. Ltd.
151 Shri Joseph Gonsalves Individua
152| Smt. Y ojana Pednekar Individua
153| Shri Amit Khemka Individual
154 Smt. Supriti Singh Individua
155| Shri Pankaj Bhatia Individua
156| Shri Joy Bima Roy Individua
157| Shri Sgjjan Kumar Poddar Individua
158| Shri Bhawan Khatwani Individual
159| Shri Kumar Pravesh Individual
160| Shri Adhir Varma Individual
161 Smt. Alice Syam Individua
162| Shri Bhupendra C. Jhaveri Individua
163 Shri Sanjay Khullar Individua
164| Shri Sundeep Nagpal Individua
165| Shri K. Shanmugam Individua
166/ N.A Secretary Ghatkopar Presidential Towers
‘B’ CHS Ltd
167| Smt. UshaBhende Individual
168| Shri K.R. Seshadri Individual
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List of Objectors present during Public Hearing held on March 26, 2009

S.No. Name & Address of the I nstitution
Objector
1 Dr. Ashok Pendse Mumba Grahak Panchayat
2 Dr. S.L. Patil Thane Bdapur Industries
Association
3. Ms. Ashwini Chitnis Prayas, Energy Group
4, Shri V. Gopa Individua
5. Shri Sandeep N. Ohri Individua
6. Shri 1.C. Shukla Shri Bhagwanji Raiyani,
Janhit Manch
7. Shri Vijay B. Malwankar Shivsena Grahak Sauraksan
Sangh
8. Shri R.K.Seth Mumba International Airport
P. Ltd.
9. Shri O.P. Singh Mumba International Airport
P. Ltd.
10. | Shri Pravind Kumar Mumba International Airport
P. Ltd.
11. | Shri P.S. Ganguly Mumba International Airport
P. Ltd.
12. | Shri Mahesh Patankar International  Ingtitute  for
Energy Conservation (I1EC)
13. | Shri Rahul Agnihotri International  Ingtitute  for
Energy Conservation (I1EC)
14. | Ms IraAthalle International  Ingtitute  for
Energy Conservation (I1EC)
15. | Shri Sanjay Sakpd Electrica Contractors
Association of Maharashtra
16. | Shri Guruprasad Shetty Association of Hotds &
Restaurant
17. | Shri Dipankar Das, Shri | BEST Undertaking
Harinder Toor
18. | Shri N. Ponarathanam Vd Induction Hardenings
19. | Shri Jude G. Tandon Individual
20. | Shri P. N. Sridharan Individual
21. | Shri V. Thanumoorthy Mumba  Citizens Waedfare
Forum
22. | Shri Prashant Awekar Tata Power Company Ltd.
23. | Shri V.H.Wagle Tata Power Company Ltd
24, | Shri Prashant Joshi Tata Power Company Ltd
25. | Shri Shekar Khedia Tata Power Company Ltd
26. | Shri A.Sethi Tata Power Company Ltd
27. | Wadia Ghandy & Co. Retailers Association of India
Advocate & Solicitors
28. | Wadia Ghandy & Co. Hyper City Retail (1) Ltd
Advocate & Solicitors
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S.No. Name & Address of the I nstitution

Objector

29. | Wadia Ghandy & Co. BD & PHotds (1) Pvt. Ltd
Advocate & Solicitors

30. | Wadia Ghandy & Co. Inorbit Mall (1) Pvt. Ltd.
Advocate & Solicitors

31. | WadiaGhandy & Co. Shoppers Stop Limited
Advocate & Solicitors

32. | Wadia Ghandy & Co. Globus Stores Pvt. Ltd
Advocate & Solicitors

33. | Wadia Ghandy & Co. Asian Hotels Ltd.
Advocate & Solicitors

34. | Wadia Ghandy & Co. Lifestyle International Pvt. Ltd.
Advocate & Solicitors

35. | Wadia Ghandy & Co. R. Mall Deveopers Pvt. Ltd.
Advocate & Solicitors

36. | Dr. Dedhia Parakh Hospital

37. | Shri Champala Jain Individua

38. | Shri V. Sequeria Individua

39. | Shri Praveen Mehra Mirage Hotel

40. | Shri Antony Samy Individua

41. | Shri V. Gopal Individua

42. | Shri H.S. Kamath Individual

43. | Ms. SunilaManerikar Individual

44. | Shri Ashish Patankar Individual

45. | Shri Shabbir Ram Mandir Road Factory

Owners Association

46. | Shri Kumarpad Chaganrgji | Individua
Rathore

47. | Shri Suhgjul Hassan Individua

48. | Shri Deepak N. Israni DLH

49. | Shri A.D. Golandaz AITUC

50. | Shri Subash C. Peatel Individual

51. | Shri P.G. Muzumdar Energy Study Group

52. | Shri A.V.Shenoy Energy Study Group

53. | Shri U.P.Naniwadekar Municipal  Corporation  of

Greater Mumbai

54. | Mary Antony Jagrut Kamgar Manch

55. | Shri Murali Nair Legd Advisor

56. | Shri S A.Nikalje MSPGCL

57. | Shri S.D.Maithi PAEC

58. | Shri R.Mago PAEC

59. | Shri A.S.Bhattaharya PAEC

60. | Shri Yasmdev Bahl Blue Drat Express Ltd.

61. | Shri K.Vinodham Individual

62. | Shri S.V.Varadkar OHRC

63. | Shri A.M.Goklani Individual

64. | Shri Himanshu Chandavarkar | PXI, Mumbai

65. | GirijaGupte Jagrut Kamgar Manch

66. | Shri S.Sharma Power Age Consultants

67. | Shri R.S.Verma Individual

68. | Shri Navin Pandey Society and Y ou
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S.No. Name & Address of the Institution
Objector

69. | Shri Hardeo R. Patel Individua

70. | Ms. Archana Patankar Tata Institute of Social Science

71. | Bhecmeshwar Tata Institute of Social Science

72. | Shri R. Thomas Advisor

73. | Shri S.M. Méehra M.C.C.T, Mumbai

74. | Shri P.M.Suru Borosi| Glass Works

75. | Ms Vanita CCN News

76. | Shri Mohan S Ahav

77. | HA.D'Silva Holy Family Hospital, Bandra

78. | Shri K.J.Shah Individua

79. | Shri Mukund Individua

80. | Shri S.Chandrashekar Amrapali Industries

81. | Shri Rajesh Shinde Rajesh Industries

82. | Shri Vinay Sethi Hotel Natarg)

83. | Ms Ruchita Saxena Individua

84. | Shri Ketan Mahotra J.M.D.Engineering Works

85. | Shri Jimit Joshi Individua

86. | Ms SapnaDesal Mid-day

87. | Shri Sachin S. Nachnekar Rhyth

88. | Ms SmitaKamble Prerna

89. | Shri Akshay Rane Prerna

90. | Shri Pravin Kamble Prerna

91. | Shri Sujaad Hurane Individua

92. | Shri Thakur Gautamrg) Individua

93. | Shri Ramji Bhanvshai Individua

94. | Shri Kausar Patel Vashi Naka ldlampura

95. | Ms. Amina Akhtar Vashi Naka ldampura

96. | Kamrunnisa Vashi Naka ldampura

97. | Shri Shashank Reo Individua

98. | H.M.Mandliya Individua

99, | Shri Rgjil Menon Down to Earth

100. | Ms. Rachita Prasad News Wire 18

101. | Shri Chittaranjan The Times of India

102. | Khatuni Bi Samg) Kadyan Society, Vashi
Naka

103. | Shri Vasant K Gade Samg) Kadyan Society, Vashi
Naka

104. | Shri V.R. Khandekar Angelore Co-Hsg. Society

105. | Shri Sunil Jogl ekar HIRCO Powai

106. | Shri Vipul Ravze Talent Securities

107. | Shri Shanti Patel Individua

108. | Shri H.K.Bulbwalla Individua

109. | Shri K.R.Seshadri Individua
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