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No. TPC-2010/CR-131/NRG-1.
Industries, Energy and
Labour Department,
Mantralaya, Mumbai-400 032.

Dated the 7th May 2010.

MEMORANDUM
1. Background.
1.0 Whereas the Government received several representations to intervene

in public interest as M/s. Tata Power Company’s(Generation) decision to stop
supplying 460 MW of power from [ April 2010 to M/s. Reliance
Infrastructure (Distribution) would have resulted in tariff shock for consumers
of M/s. Reliance Infra or load shedding, resulting in disruption of public order;
and

I.I' Whereas the Government advised M/s. T.P.C. to mantain the status-quo
in public interest and appointed a five member committee to study all aspects
of the matters and submit a report to the Government; and

1.2 Whereas the five member committee inter-alia considered (a) the facts

SEE———

and arguments presented to it by M/s. TPC and M/s. Reliance Infra: (b) the
provisions of the Electricity Act 2003: (¢) the background of the dispute
between M/s. TPC and M/s Reliance Infrastructure with regard 1o signing of
Power Purchase A greement; (d) the conflict of interest arising from the grant of
parallel license to M/s. TPC (Distribution) to supply electricity to consumers in
the existing license area of M/s. Reliance Infrastructure (D): (e) the dominant
position of M/s. TPC (D) vis-a-vis M/s. Reliance Infra (D). and more

specifically. its cross-subsidized consumers in the absence of any mechanisn:



to counter balance the effect of cherry-picking of cross-subsidizing consumers
by M/s. TPC (D) ; (f) the significant difference in the existing mix of consumer
categories between M/s. TPC (D) and M/s. Reliance Infra which puts M/s. TPC
(D) in a position of advantage in a situation of competition; (g) the fact that
M/s. TPC (Generation) was committed to signing a PPA for 500 MW with
M/s. Reliance Infra until it was granted a paralle] license : and

1.3 Whereas M/s. Reliance Infrastructure has not made arrangements for
procurement of adequate power at reasonable cost in anticipation of failure to
enter into a PPA with M/s. TPC(Generation); and

1.4 Whereas protection of interest of consumers is a primary objective of the
Electricity Act, 2003:

2. Decision of the State Government.

2.0 Therefore, the Government is of the view that in public interest the
MERC should take suitable measures at the earliest, taking into account the
report of the five member committee, (Annexure-I), and more particularly, the
following broad principles, as well as any other fact, principle or legal
provision which needs to be taken into account for protecting the interest of
consumers, and more particularly, the cross-subsidized consumers of M/s.
Reliance Infrastructure :

(i) M/s TPC’s (Generation) obligation to use its generation
capacity (of specified units) to supply power at regulated /
reasonable rates to distribution licensees of Mumbai on
priority and not to take advantage of its dominant position
in the absence of a PPA with M/s Reliance Infra to trade
power, divert power to TPC (Distribution) or to offer

power to M/s Reliance Infra at higher rates, thereby



adversely affecting the consumers of M/s. Reliance
Infrastructure.

(11) M/s Reliance Infra’s obligation to ensure (subject to
suitable penalties to be specified by MERC) that its
consumers do not have to suffer any increase in tariff only
on account of its failure to procure power at a reasonable
cost over and above the quantum of power that M/s TPC
can be reasonably expected to supply to it after taking care
of its commitments under the PPA with BEST and
genuine requirements of TPC(D).

(iii) The need to put in place a mechanism to ensure that
subsidized consumers of M/s Reliance Infra do not have to
suffer abnormal tariff rise only on account of the effect of
migration of its cross-subsidizing consumers to M/s TPC,
which is in a dominant position.

(iv) The need to assure that if there is any surplus from the power
generation meant for Mumbai licenses at any time, it should
be supplied to deficit distribution licenses of Mumbai at the
average cost of purchase or any other reasonable rate to be
determined by MERC. R

Further. the Government expects the concerned parties, to abide by the
ving arrangements, as a reasonable ad-interim solution in public interest
MERC mandates any other interim  or long-term solution to protect the
=<t of consumers as discussed above or the Government considers it
sarv 10 1ssue any directives in public interest:

M/s. TPC have alrcady been informed by Secretary. Energy 1o

honour its PPA with the BEST and supply 100 MW of power



(i1)

(i11)

(1v)

(v)

accordingly. BEST in wmn will utilize this for its own
requirements. Whenever there is a surplus, the same should be
given to Mumbai licensees onlv at rates to be decided by
MERC.
The remaining 360MW power should be continued to be
supplied to M/s. Reliance Infra till June 30, 2010 by M/s. TPC
at a regulated rate decided by the MERC;
With effect from 1.7.2010, M/s. TPC may sell 160 MW power
to TPC (Distribution) at regulated rates, thereby reducing its
supply to M/s. Reliance Infra from 360 MW to 200 MW.
Whenever, there is any surplus from the generation as
mentioned above, the same should be used to meet the deficit
of Mumbai licensecs.
M/s. Reliance Infra has given in writing to Secretary, Energy
that they have got bids for 315 MW of Power from next year
as a mid term arrangement. They are confident of meeting the
growing requirement of power for Mumbai from 2014
onwards. (M/s. Reliance Infra’s letter to the State Government
Is at Annexure-11).

In \a’i;ew-‘ of the commitments of M/s. Reliance Infra, M/s.
TPC may be advised to continue to supply of 200 MW until
31" March 2011 i.e. until M/s. Reliance Infra starts geung its

supply of 315 MW under the PPA, which is in the offing.

>

Secretary (Energy)
Government of Maharashtra.




To:

=

(4)

The Secretary, Maharashtra Electricity Regulatory
Commission, World Trade Centre, 13" Floor, Mumbai-
400 005.

The Executive Director, M/s. Tata Power Company, 24
Bombay House, Homi Mody Street, Mumbai-400001

The Vice President, Reliance Infrastructure Iimited.
Reliance Energy Centre, Santacruz (East), Mumbai-400
055.

The General Manager, Bombay Electric Supply and
Transport (Undertaking) (BEST). BEST Bhavan, BEST
Marg, Culaba, Mumbai-400001.
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Anit Dhirubhai Ambani Group

Lalit Jalan
CEQ & Director

Reliance Infrastructure Limited
Reliance Energy Centre

Mav 05" 2010 Santa Cruz (F)
Mumbai 400 055, India

Tel: +91 22 3009 9999, Extn: 9501

Shn Subrato Ratho, JAS, Fax: +91 22 3009 9776
Principal Secretary (Energy), lalit jalan@relianceada.com
Industry, Labour and Energy Department, Wk, cov
Mantralaya,

Mumbai 400 032

Dear Hv. L—u'"": _

Sub Demand Supply Position in Mumbaj -

We refer to meeting dated 3" May 2010 with Shri A. K. Jain, Principal Secretary to Hon’ble
Chief Minister wherein your goodself and Shn IK.N. Khawarey, Secretary (MERC) were also
present. In the said meeung Rinfra was asked to submit its powes procurement plan foy
meeung short term, medium term and long term requirement. Rinfra was further directed
lo submit its proposal for neutralizing the 'ariff impact on Rlnfra consumers for the year
FY2011, which may possibly arise if 100 MW of existing TPC capacity is given to BEST
and iIf TPC is given additional capacity (o the extent required by il 1o serve its consumers
mcluding those who have migrated from Rinfia.

The required information is submitted herewith as Annexure 1 & 2
We shall be happy to provide clarifications, if any required.
Thanking you,

Yours sincerely,

e pello

e

Lah(Jqilan .

I'ncl As above



ANNEXURE-1

Power procurement plan:

A) Short Term (FY 2010-11)

1. RlInfra has a peak shortage of about 700MW and Average shortage of about
350MW. For meeting the Average shortage, Rinfra has contracted 350 MW on
Round the Clock (RTC) basis. For meeting balance shortages, RInfra propose to
procure power as may be required from time to time from Electricity Traders and
Exchange so as to prevent load regulation.

B) Medium Term (FY12 to FY14)

I. RiInfra floated competitive bidding for Medium Term Power requirement. uplo
1"Y14 to which the following bidders are available for closing:

| Bidder, T Commencing |
- _ ___ _ from Sl . =

1. | KSK Wardha Power 1% April 2011 |
2. | Abhijit Group of Industries | 55 L 1" April 2011 |
3. | R Power (VIPL), Butibori _ 134 1T April 2012
4 |ISW 270 1 April 2012 |
[ Towl B B

RInfra shall finalize the contract for about 450 MW and submit it to MERC within 2
weeks.

2. Balance shortfall power will be procured through Short Term bids and Exchange
and Rlnfra expects the Round the Clock prices to be in the following range:

Yesr i 0 WL b5 FYI35 - [ RYid. ]
(Rs.Perunmt — | 50 ] Lo 55 [~ 535 |

) Long lerm: (FY15 onwards)

1. Rlnfra floated competitive bidding for Long Term Power requirement 0 which
the following participants for RT¢ power starting 1 Apr 2014 are a '

closing




Bidder
1. | KSK Wardha Power
2. | RKM Powergen
3. I Hindustan Electric Generation
' ColLd - B
| 4. | Corporate Group 380 |
5. | RPower 1391
| Total _ 2491 |
2

.

The technical bid evaluation is in progress. RInfra will finalize the contract for
about 1200 MW and submit the same to MERC within 2 weeks.




ANNEXURE-2

Demand & Supply Position in Mumbai:

I. Generation capacity (MW) of Mumbai:

T Rlﬂfl’ﬂ'
L 2027* . 300
*Including Unit-4 of 150 MW

2. Existing Demand/Supply/Shortage (MW) las per actu_a]'Apri] 26]6’

Existing

G*T

RinfrasD | 1735 | (160) [ 1575 1000 | 958 | 617
BEST | 935 | 433 1900 832 93
TPC-D | 442 | 160 | 602 | so7 | 487 115__|
Mumbai_ | 3102 | | | 2427* 297 | 825 |

* 100 MW of Unit-8 of TPC is sold outside Mumbai through TPTCL at market rate.

During the meeting on 3™ May 2010 with Shri A.K.Jain, Rlnfra was informed that entire
Mumbai generation of 2527 MW shall be available to Mumbai at Regulated rates. In the
said mecting Rinfra was asked to submit tariff impact if total untied capacity of 600 MW
(500 MW existing allocation to RInfra + 100 MW of Unit-8) is reallocated in the
following manner:

a. BEST is given 100 MW as it has signed PPA with TPC-G

b. TPC is given additional capacity as may required by it to serve its
consumers including those who have migrated from Rlnfra

¢. Balance 1s made available to RInfra

3. Revised Demand/Supply/Shortage (MW)

I the above directive of GoM is implemented, the revised demand supply position in
Mumbai will be as detailed below-
Revised

5 Peak | Migration Net Peak Supply Supply ] Shurtage.]
| Demand at Demand net of | : ‘
A Gl b o s L . _m}u!ﬁfi__J LI
[Rlnfra D | 1735 1 (160) 1575 | 885 | 843 | 732

RFST | os 025 Nt 930 (7)

e




As can be seen from the above if the directive of GoM is implemented it will result in the
following:

a. Entire shortage of TPC & BEST will be met.
b. Mumbai peak shortage of 725 MW will be borne by Rinfra only.
c. Rlinfra’s power purchase cost will increase by approx. Rs. 200 Crores

To prevent the impact of aforesaid reallocation of capacity on the tariff determination for
FY2011, RInfra will consider Rs. 200 Crores as Regulatory Asset in the Tariff petition
to be filed before MERC.

4. Tariff Status:

MERC issued Rinfra tariff order on 15™ June 2009. However pursuant to GoM
directions, the same were stayed vide MERC order dated 15™ July 2009. Due to the stay
order. Rinfra tariff rates were reduced by about 20%. In the tariff determination process
of Rinfra by MERC for the year FY2011, the reallocation of capacity will not impact
consumers as the same shall be considered as Regulatory Asset.

5. Guiding Principles:

The above suggested reallocation of capacity would be acceptable to Rlnfra, only if the
following guiding principles are implemented

1. The entire power generated in Mumbai by Rinfra (500 MW) & TPC (2027 MW)
to be sold in Mumbai at regulated rates.

> The surplus power available with any Mumbai DISCOM shall be made available
10 the other Mumbai DISCOMs in the ratio of their requirement at an average
purchase cost from the regulated source of the surplus DISCOMs. (For example,
if TPC-G variable cost varies for different units from Rs. 1 per unit to Rs. 7 per
wnit. The weighted average cost of power purchase by BEST from TPC-G is
around Ks. 3.70 per unit. If BEST has surplus energy, it shall be made available

Rinfra at the said weighted average rate of Rs. 3.70 per unit instead of

marginal Rs. 7 per unit.)

Appropriate mechanism to be in place for compensating the DISCOM for loss of
cross subsidizing sale so as to protect the cross subsidized consumers. (For
i Residential tariff is Rs 3 per unit and Malls and Multiplex are charged
e wnit such that Average Billing Rate (ABR) is Rs 6 per unit Then for
weration of cross subsidizing consumers like Malls & Multiplex  the
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