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Ref No. WBERC/TP-74/16-17/ 2| 0 Dated, Kolkata, the 28t January, 2021
From:

Shri Saibal Kanti Das
Secretary, WBERC

To,

The Chief Executive Officer,

India Power Corporation Limited,
Plot No. X-1, 2 & 3, Block EP,
Sector =V, Salt Lake,

Kolkata — 700 091

Sub: Order dated 28.01.2021 passed by the West Bengal Electricity Regulatory Commission
in Case No TP-74/16-17 in regard to the Tariff application of India Power Corporation
Limited for the Year 2017-18 covering Fifth Control Period _under Section 64 (3) (a)
read with Section 62 (1) and Section 62 (3) of the Electricity Act, 2003

Sir,

In reference to the captioned subject. I am directed to forward herewith certified copy of the
Order dated 28.01.2021 passed by the West Bengal Electricity Regulatory Commission in Case No TP-74/16-
17 in regard to the Tariff application of India Power Corporation Limited for the Year 2017-18 covering Fifth
Control Period under Section 64 (3) (a) read with Section 62 (1) and Section 62 (3) of the Electricity Act,
2003 for necessary action. '

Yours faithfully,
B s o
o —
: Secretary '
Encl : As above
Copy to :
Tel : (033) 2962 3756 Plot No : AH/5 (2 and 4" Floor), Premises No : MAR 16-1111  Email: wherc99@gamil.com/cp-wherc@gov.in

Fax : (033) 2962 3757 Action Area-1A , New Town, Kolkata - 700163 Website: www.wherc. gov.in
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IN
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CHAPTER -1
INTRODUCTION

The West Bengal Electricity Regulatory Commission (hereinafter referred to as the
‘Commission”), a statutory body under the first proviso to section 82(1) of the
Electricity Act, 2003 (hereinafter referred to as the “Act”), has been authorized in
terms of section 86 and section 62(1) of the Act to determine the tariff for (a) supply
of electricity by a generating company to a distribution licensee, (b) transmission of
electricity, (c) wheeling of electricity and (d) retail sale of electricity, as the case may
be, within the State of West Bengal.

In terms of definition contained in regulation 1.2.1 (xxx) of the West Bengal Electricity
Regulatory Commission (Terms and Conditions of Tariff) Regulations, 2011, as
amended from time to time (hereinafter referred to as the ‘Tariff Regulations’), each
control period after third control period shall be normally for a period of five ensuing
years or such other period of number of ensuing years as may be decided by the
Commission from time to time. The Commission vide order dated 04.05.2016 in
Case no. SM-13/16-17 decided that the fifth control period shall consist of three
ensuing years, for the period from 2017 — 18 to 2019 — 20. But, after careful
consideration of all relevant factors, the Commission vide subsequent order dated
14.12.2016 in Case no. SM-15/16-17 decided that the fifth control period shall be
ofone year and shall consist of 2017 — 18 only.The effective date of the fifth control
period is 1% April, 2017.

IPCL submitted the application for determination of tariff for the fifth control period
consisting of the year 2017 — 18, on 23.03.2017 which was scrutinized with reference
to requirements of tariff regulations. The deficiencies observed in the application were
communicated to IPCL and were fullfiilled by them throughsubsequent additional
documents / clarifications. The tariff application along with the information / data,
documents submitted as per Tariff Regulations (collectively termed as “tariff
application”) were admitted by the Commissionandand was numbered as TP-74/16-
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1.5

1.6

1.7

The admission of the tariff application of IPCL is, however, subject to any order
passed by the Hon’ble Division Bench in High Court at Calcutta in MAT 1643
of 2015.

IPCL was, thereafter directed to publish, as required under section 64(2) of the Act,
the gist of the tariff application, as approved by the Commission, in the website and
newspapers,as specified in the Tariff Regulations. Accordingly, the gist
waspublished on 16.04.2018simultaneously in ‘EiSamay’, ‘The Times of India’,
‘Aajkal’ and'Sanmarg’. The publication invited attention of all interested parties,
stakeholders and the members of the public to the application for determination of
tariff ofIPCL for the fifth control period and requested for submission ofsuggestions,
objections and comments etc., if any, on the tariff application to the Commission by
11.05.2018. Opportunities were also extendedio all to inspect the tariff application
and take copies thereof.

In terms of suo-moto order no. SM-16/17-18 IPCL was required to publish gist in
widely circulated newspapers which covers 50% of circulation in each vernacular
and accordingly, they were advised to publish the gist in other daily newspapers
immediately to fulfill the condition as stipulated in suo-moto order dated SM-16/17-
18. IPCL further published the gist in ‘Bartaman’ and ‘Statesman’ on 28.04.2018
keeping the due date for submission of suggestions, objections and comments etc.
same as 11.05.2018.

However, no objection / suggestion / commenthas been received within the due date,
i.e.,, 11.05.2018.

The Commission has determined the tariff in accordance with the Electricity Act,
2003 and the Tariff Regulations framed thereunder. As the financial year has already
passed, the Commission has also considered the actual audited figures of the
uncontrollable elements of the ARR subject to prudence-check to arrive at the
estimated expenditure / cost under different heads for the year 2017 - 18.However,

for controllable elements, the Commission admits the projected cost for 2017 - 18
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based on expenditures allowed in previous years vis-a-vis growth in business,
subject to prudent analysis. The applicant is free to apply with detailed justification
along with supporting documents, if any, at the time of FPPCA and APR.
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2.4

CHAPTER -2

THE SUBMISSION OF IPCL

IPCL has submitted the application for determination of Annual Revenue
Requirement (ARR) and tariff for the fifth control period, covering the year 2017 -
18, in accordance with the Tariff Regulations. IPCL has projected the ARR and tariff
for 2017 - 18 and has prayed for allowing the same. IPCL has also prayed for other
dispensations which are mentioned in subsequent paragraphs.

IPCL (formerly known as DPSCL), founded in 1919, being one of the oldest power
generation and distribution companies in the country is now a deemed licensee for
distribution of electricity in the State of West Bengal. The licensed area of the
licensee stretches over 618 Sq. km in the Asansol - Ranigunj belt.

IPCL sdistribution network, as stated, is catering to all types of consumers —
domestic, commercial, railways, public institutions, hospitals, industrial consumers
and BPL consumer clusters. In the current instance, IPCL is supplying power to
round 33% of all new apartment complexes, 15% of hotels & hospitals and 10% of
educational institutions present in their licensed area.

It is submitted that in last three years, IPCL has increased the number of Distribution
Transformers (DT) by almost 7.5 times (from 15 no. in FY 2013-14 to 113 no. in FY
2016-17), DT installed capacity has been increased by 3.3 times and ratio of LT
network vs industrial load has increased from 6% to 67%. While total connected load
has declined from 231.95 MVA to 117.6 MVA (due to exit of various ECL consumers),
LT connected load in IPCL system has increased 26 times, from 0.3 MVA to 7.84
MVA. IPCL also expects that with infrastructural development at Kalyaneswari and
the area in and around Andal/ BAPL/ Patswara/ Kajora, around 25.5 MVA of load will
be added in its LT distribution system.

e e,
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IPCL has estimated energy consumption of existing consumers based on CAGR
trends during past years along with required modifications considering prospective
consumers to arrive at more realistic projections. The estimation of energy
consumption of prospective consumers has been worked out based on their
applications/survey/mutual discussion and their likely energization schedule.

Based on the LT network expansion drive initiated by IPCL during FY 2013-14 and
increased urbanization in the area of supply, IPCL expected a significant rise in the
consumption / demand in LT segment. Therefore, a growth of 15% and 300% has
been projected in Domestic and Commercial category respectively.

Sales to HT commercial category have been projected marginally higher based on
the trend during past few years. Eastern Railways has applied for taking Traction
Power Supply from IPCL. The 132KV system is being constructed by IPCL and the
supply is expected to commence in the later half of FY 2017-18. A sale of 8.08 MU
has been considered towards Traction power supply in FY 2017-18.

However, customers from Eastern Coalfields Limited (ECL), who had been the
major consumers of the petitioner, both in terms of percentage of energy sales and
sales revenue, had been continuously switching over to other parallel licensees since
July 2015, Out of 126 consumers, only 63 are left with IPCL as on 31.12.2016. The
trend of switchover of ECL consumers is likely to continue in the ensuing fiscal year
of 2017-18. The petitioner has projected sales quantum based on CAGR trends, but
has also considered actual facts and circumstances on the basis of field study and
consumers’ interest.

The total sale to L&MV and H&EH for the year 2017 — 18 has been considered as
764.70 MU.

IPCL's own generating station at Dishergarh of capacity 12.2 MW has been de-
commissioned on 24.11.2012 and has been replaced by a new 1 X 12 MW power
plant. The 30 MW plant of IPCL at Chinakuri remained in-operative as the lease
agreement was not extended by ECL beyond 31.03.2012.

West Bengal Electricity Regulatory Commission 6
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27.2

Inspite of order dated 14.02.2013 from Ministry of Coal, IPCL could not get coal
linkage and the matter is sub-judice before Hon’ble Calcutta High Court in Writ
Petition no. 35231(W) of 2013. Thus, IPCL relies on a mixture of e-auction coal along
with washery rejects from nearby coal washeries for its operation. IPCL prays before
the Commission to allow pass through of such fuel price in power tariff for such e-
auction coal and washery rejects as per National Tariff Policy.

Auxiliary consumption is considered as 10.58%, based on actual achieved during
three quarters of FY2016-17, which is higher than thatspecified in the Tariff
Regulations. The Station Heat Rate of the new DPS has been taken as 3400
kCal/lkWhas per the recommendation of the National Productivity Council and GCV
of coal is projected to be 3000 kcal/kg.

The Petitioner has computed the coal cost for the ensuing year on the basis of the
weighted average price of coal and washery rejects as received during three quarters
of FY2016-17. Accordingly, the coal price has been escalated at a rate of 7% per

annum duringthe control period.

IPCL receives power at its receiving stations from. DVC and WBSEDCL apart from
its own power station. After the commissioning of J K Nagar 220 KV substation at J
K Nagar on 11.12.2015, IPCL is connected to the national grid and by virtue of this
connectivity, it has got accessibility to national power market & power exchanges. It
has also started procuring power on short term basis from exchanges/traders and
through national e-bidding portal through tariff-based bidding process.

For the year 2017-18, IPCL proposes to procure power primarily (about 80%) from
India Power Corporation (Haldia) Limited (hereinafter referred to as "IPC(H)L") at a
lesser price and the rest from its own generation (12 MW) at Dishergarh, DVC and
WBSEDCL.

IPCL proposes to procure power from WBGEDCL and other renewable sources to
meet its Renewable Power Obligation (RPO).

West Bengal Electricity Regulatory Commission 7
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The licensee is also exploring the possibility of accessing cheaper sources of power,

in accordance with the directives of the Commission, so as to reduce cost.

IPCL has projected total power purchase cost of Rs. 30642.00 lakh based on the
assumption and the load projected to cater. However, the power purchase cost as
projected is also subject to change, depending on the generation actually achieved
at the own generating station of the Petitioner on the basis of coal received and
actual availability of power.

The normative distribution loss for the years 2014-15 to 2016-17 is allowed as 5.25%
in the Tariff Regulations. In view of increase in number of LTnetwork and addition of
around 2000 or more consumers, IPCL prays for a revisit of the operating norms. It
is prayed to the Commission to approve higher distribution loss during the fifth control
period vis-a-vis as provided in the tariff regulations. The revised distribution loss
levels projected for the fifthcontrol period is 6.25%. IPCL further submitted that the
collection efficiency in the past was more than 99% which may not be possible to
maintain considering the load growth in the area, specifically in the LT category.

O&M expenses include Repair & Maintenance expenses and Administrative and
General Expenses in line with the Tariff Regulations. For its 12 MW Dishergarh(new)
Power Station, petitioner has considered a 6% increase over FY2016-17 norms to
arrive at normative O&M expense for FY2017-18. Regarding distribution function,
IPCL has projected O&M expenses for Dishergarh and Seebpore distribution area
considering actual expense of previous years and the inflationary trends vis-a-vis
their projected network growth.

IPCL has projected an increase of 10% in salary and wages per annum over the
estimate for 2016 — 17 to account for normal increments and increase in Dearness
Allowance of the employees and based on the consideration of inflation which is
likely to happen in the ensuing years. Bonus to employees have been projected to
increase by the same percentage on a year to year basis over that incurred in 2016—
17, in tandem with the increase in salaries and wages.

West Bengal Electricity Regulatory Commission 8
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The Water Charges havebeen considered as Rs. 3.55 lakhfor the fifth control period
for DPS as per the bills received. It is submitted that such expenses are
uncontrollable in nature.

In view of the projected generation in the year 2017 - 18 and to cover
anticipatedincrease in costs in future years for transport of ash, it has been assumed
that Coal and Ash Handling Charges will increase by 10% over the estimated rate of
expenditure in FY 2016-17.

For its 12 MW Dishergarh new unit,IPCL has calculated Return on Equity (ROE),
Interest on Loan and depreciationfor FY2017-18 based on the final project cost of
Rs. 8867.84 lakh, subject to approval of the Commission.

For its distribution function, IPCL also proposes a CAPEX of Rs. 11476 lakh for the
control period to cater the load growth, improve the system reliability and online
monitoring for fault detection & restoration within the time specified in the regulations.
IPCL has also proposed a normative debt equity ratio of 70:30. Interest on Capital
Expenditure Loans and Public Deposit is estimated at Rs. 2589.73 lakh in FY 2016-
17 and is expected to increase to Rs. 3012.71 lakh in FY 2017 - 18, based on the
envisaged capital projects for which the loans were taken.

IPCL submitted that the depreciation on the asset of J K Nagar 220 KV substation is
admissible from the date of commercial operation, i.e., 11.12.2015. As per the letter
of the Commission dated 05.01.2016, recovery of depreciation, return on equity and
interest on loan for creation of transmission assets handed over to WBSETCL shall
be allowed to DPSCL. Accordingly, the licensee has calculated the depreciation,
return on equity and interest on loan (calculated on the normative basis of 70:30) for
financial year 2017-18.

IPCL in their petitionhas submitted compliance report on the directives given by the
Commission in the previous tariff orders.

West Bengal Electricity Regulatory Commission 9
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2.18

2.19

IPCL has stated that the instant application has been prepared for determination of
tariff for the control period comprising the year 2017 — 18 as per Tariff
Regulations.The requisite data have been submitted accordingly, except for some
quantitative data for past years, where, in absence of adequate data, necessary
break-up has been made on the basis of data available for the last year. Actual
figures are based on audited accounts for the respective years, with suitable

adjustment / re-arrangements, where necessary.

It has beenfurther stated that the projection for the year 2017 — 18 are based on
certain assumptions and estimates, detailed in the submissions on the Revenue
Requirement Form and Annexure thereto. It has also been stated that the
submissions also contain detailed justifications for the Annual Revenue Requirement

(ARR) for the year under control period.

The projected ARR for 2017 — 18is Rs. 49264 .74lakh with proposed average cost of
supply of 644.00 paisa/kWh. Itis pertinent to mention here that the Commission has
allowed an average tariff of 633.80 paisa/kWh for FY 2016-17.

Certi¥isc true Copy
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3.2.1

3.3

3.31

CHAPTER -3

SALES, ENERGY BALANCEAND VARIABLE COST

IPCL is supplying electricity in its area of supply in the Asansol — Raniganj industrial
belt. The consumer base is mainly industrial. Around 80%of the energy in its system,
are projected to come from India Power Corporation (Haldia) Limited [(PC(H)L] and
rest from its own generating station at Dishergarh for the year 2017 — 18. The
balance energy need has been proposed to be met by purchase of power from DVC
and WBSEDCL. IPCL has also proposed to purchase some quantum of renewable
power from West Bengal Green Energy Development Corporation Limited (in short
‘WBGEDCL'). The energy balance of IPCL, thus, depends on its future sales,
estimated distribution loss and in-house consumption at its offices and sub-stations.

Demand Side of Energy:

IPCL, in their petition has projected sale of764.70 MU during the year 2017-18. IPCL
has submitted that there has been no sale to WBSEDCL since2015 — 16 and no
projection has been made for the year 2017 — 18. Subsequently, in response to the
Commission’s letter dated 11.09.2019, IPCL has submitted the actual sale figure
during2017 — 18 as 705.14 MU .As the year under consideration has already passed
by, the Commission finds it suitable to consider the actual sale of energy by IPCL to
its consumers for the year 2017-18.Thedetail category-wise admitted sale to
consumer during 2017-18 is specified in Annexure-3A.

Own consumption:

IPCL has claimed 3.00 MU as in-house consumption including power utilized for
construction for the year 2017 — 18. Subsequently, in response to the Commission's
letter dated 11.09.2019, IPCL submitted the actual consumption of electricity for own

West Bengal Electricity Regulatory Commission 11
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3.5

3:5.1

3.6

premises and construction as2.36 MU. The Commission, thus, considers the own
consumption at a level of 2.36 MU for the year 2017 - 18.

Distribution Loss.

IPCL in their petition has projected distribution loss as 6.25% for the year 2017-18
considering their projected expansion of LT network against the normative
distribution loss of 5.25% allowed in the Tariff Regulations. In response to
Commission's letter dated 11.09.2019, IPCL vide their submission of additional
document dated 31.10.2019 hasinformed that actual distribution loss for the year
2017 - 18 is 23.27 MU (i.e., 3.18%).For the purpose of Tariff determination, the
Commission finds it suitable to consider the normative distribution loss at the rate of
5.25% for the year 2017 — 18. Sharing of gain due to achieving distribution loss below
normative loss during 2017 — 18 shall be considered during the FPPCA.

Demand Side Energy Requirement!

Based on the analyses as done in the foregoing paragraphs, the total energy
requirement by IPCL for the year 2017-18 , thus, comes as under:

Demand Side Energy Requirement
NS(') Particular Unit AZSO‘;‘;T“;‘;"
1 Energy sale to consumers MU 705.14
2 | Energy for own consumption MU 2.36
3 | Energy sale to WBSEDCL MU 0.00
4 | Sub-total sale of energy (1+2+3) MU 707.50
5 | Distribution loss rate % 5.25
6 | Distribution Loss MU 39.20
7 | Total Requirement (4 +6) MU 746.70
Supply Side of Energy.

The Commission is now to take up examination of the supply side of energy, i.e., (i)
sent-out energy from the own generating stations of IPCL and (ii) purchase from
outside sources:

West Bengal Electricity Regulatory Commission 12
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38.1

Sent out Energy from own Generating Stations:

IPCL in their application has stated that new unit of 12 MW capacity at Dishergarh
shall be the sole generating station during the year 2017 — 18.IPCL in their original
petition has projected 82.43 MU net energy generation from Dishergarh new unit
considering annual PAF of 93% and auxiliary consumption of 10.58%. Subsequently,
through additional submission dated 31.10.2019, IPCL has mentioned that during
2017 — 18, the gross generation from Dishergarh new unit (12 MW) was only 58.95
MU. As the Financial Year 2017-18 has passed by, the Commission admits the gross
generation at Dishergarh (new plant) as 58.95 MU during 2017 — 18 for the purpose
of ARR determination. With normative auxiliary consumption rate of 10% (5.90
MU),the admitted sent out energy for 2017 — 18 comes to 53.08 MU. IPCL in their
additional document has submitted PAF of 55.00% during the year 2017-18, which
has been considered by the Commission for determination of ARR. However, this is
subject to truing up and IPCL has to submit the detail computation along with
supporting documents during FPPCA computation.

3.6.2 Purchase of Energy.

IPCL, to meet its balancerequirement of energy for the year 2017 — 18, has proposed
purchase of power fromlPC(H)L, DVC, WBSEDCL and some short-term power-
purchase during the year 2017 — 18. IPCL has also proposed to purchase power
from West Bengal Green Energy Development Corporation Limited (WBGEDCL) in
order to meet its renewable purchase obligation. Subsequently, through additional
submission dated 31.10.2019, IPCL has informed that actual purchase of power from
sources other than its own generation is 679.03 MU against the projected purchase
of 736.44 MU.The source wise purchase submitted in original petition vis-a-vis in

additional documents is mentioned below:

S/ No Erom other sources Projected in In additional
original petition | documents
{in MU)
1 DVC 30.00 141.99
2 WBSEDCL 5.00 19.09
West Bengal Electricity Regulatory Commission 13
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3 WBGEDCL 1.00 1.16
4 WBSEDCL-JK Nagar 0.00 0.00
5 Short Term (OA/IEX/UL) 45.06 486.36
6 IPC(H)L 655.38 30.43

Total 736.44 679.03

Due to change in the sale volume and as well as lower availability from IPC(H)L
(presently known as Hiranmaye Energy Limited), the actual power purchase during
the year 2017-18 as submitted in the additional documents significantly varies from
the projection made in the original petition. In the Tariff Regulations, power purchase
has been categorized under uncontrollable factor, thus the Commission finds it
suitable to consider the actual power purchase during the year, as submitted through
additional documents, subject to normative distribution loss to arrive at requirement
of purchase of power during the year 2017-18 for the purpose of determination of
tariff . The allowable requirement for purchase of power is mentioned in paragraph
3.7.1 below.

37 Energy Balance:

3.7.1 Based on the analyses done and decisions recorded in the preceedingparagraphs,
the statement of Energy Balance in respect of IPCL for the year 2017 — 18 stands
as below:

Energy Balance
Sl. ; As Admitted (in MU)
No. Particulars 2017 - 18
1 | Energy sale to consumer 705.14
2 | Energy for own consumption 2.36
3 | Energy sale to WBSEDCL 0.00
4 | Total sale of energy (6+7+8) 707.50
5 | Distribution loss rate (%) 5.25
6 | Distribution Loss 39.20
7 | Total Energy Requirement at Distribution periphery (4 + 6) 746.70
8 | Ex-bus energy from own generation 53.06
9 | Energy required tobe purchased at Distribution periphery (7 -8) 693.64
West Bengal Electricity Regulatory Commission 14
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3.8

Fuel Cost:

IPCL has submitted that in their thermal power station at Dishergarh, nosecondary
fuel. i.e., oil, is required and hence, the fuel cost of IPCL is the cost of coal only. IPCL
in their submission for MYT under fifth control period has highlighted, inter alia, the
following factors which have been considered by them for determination of fuel cost:

i) Station heat rate of 3400 Kcal/kWh as per report of the National Productivity

Council;
i) GCV of coal as 3000 Kcallkg;

iii) Computed cost of coal on the basis of weighted average price of coal and
washery rejects as received during three quarters of 2016-17 applying annual
escalation of 7% for the year 2017-18;

IPCL has submitted that despite several representation to the Ministry of Coal,
Government of India, for coal linkage, duly supported by the recommendation of the
Central Electricity Authority and the investment approval by the Commission, IPCL
has not been able to obtain necessary coal linkage for their Dishergarh new 12 MW
power station. IPCL has filed a writ petition at the Calcutta High Court for directing
Coal India Limited to sign FSA with them and they are expecting a favorable order.
Under the circumstances, IPCL has assumed that full quantity of coal for generation
at 85% Plant Load Factor shall have to be made available through e-auction. In
absence of prior indication of likely price at which coal of required grade may be
available in the e-auction, IPCL has considered average coal price for three quarters
of the financial year 2016 — 17 with an annual escalation of 7% and has submitted
MYT petition for 2017 — 18 accordingly. IPCL has also prayed to recover additional
cost, if any, on the basis of actual expenditure incurred bysubmission of documentary
evidence, at the time of filing FPPCA petition for the year 201 7-18.

Subsequently through additional document dated 31.10.2019, IPCL has submitted
that, during 2017-18, 69360.65 MT of coalhaving average UHYV of 2899 kCallkg was

West Bengal Electricity Regulatory Commission 15
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purchased by IPCL at an average landed cost of Rs. 2410 / MT (i.e., landed cost per
1000 UHV comes to 0.831 paisa). From the audited accounts for the year 2017 - 18,
the Commission observes that IPCL has incurred an average cost of Rs. 2416 per
MT including transportation (landed cost). However, no auditor's certificate is
available on this account.

Commission has also noted that, in the Tariff Order for 2016 — 17, average landed
cost of coal of Rs. 4000 /MT was admitted for average UHV of 3700 kCallkg
(i.e.landed cost per 1000 UHV was 1.081 paisa).

After careful consideration, the Commission observes that the coal cost vis-a-vis
UHV as submitted in additional documents is lower than the value admitted in the
Tariff Order for 2016-17 and also much below the figure projected in the original
petition. Thus, the Commission decides to allow price and useful heat value of coal
as has been submitted in the additional documents. Thus, the coal price and heat

value of coal admitted for the year 2017 — 18 of the fifth control period are given

below:
; Useful Heat Value of coal (KcallKg) Coal Price in Rs. /MT
PO nA 2017 - 2018 2017 - 2018
DPS (New) 2889 2410

IPCL’s gross generation from the 12 MW plant during 201 7-18 has been admitted as
58.95 MU in paragraph 3.6.1 above. Now on the basis of above admitted average
price of coal and heat value and also with normative parameters as specified in
Schedule 9A of the Tariff Regulations, the allowable fuel cost comes to Rs. 1627.31
lakh. The detail computation is shown in the table at Annexure — 3B to this chapter.

Energy Charge:

Considering the admitted fuel cost vis-a-vis the sent-out generation with normative
auxiliary consumption, the admitted energy charge for 2017 — 18 in respect oflIPCL's

own power station now stands as follows:

West Bengal Electricity Regulatory Commission 16
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Power Station Fuel Cost Ex-bus Generation (MU) Energy Charge
(Rs. in lakh) (Paise/ kWh)
Dishergarh TPS (New) 1627.31 53.06 306.69

Power Purchase Cost:

The average rates of power purchase from DVC, WBSEDCL and WBGEDCL for the
year 2017 - 18 have been projected as Rs. 458/ kWh, Rs. 5.77/kWh and Rs.
5.00/kWh respectively, as per the information furnished by IPCL in the tariff
petition.In their petition, IPCL has submitted that the cost of power purchase from
DVC for the year 2017 — 18 has been computed applyingescalation of 6% on the
cost incurred in2016 — 17.

Subsequently, through additional documents dated31.10.2019, IPCL has submitted
actual cost of power purchase from different sources during 2017-18. The average
power purchase admitted in the Tariff Order for 2016-17 vis-a-vis the actual power

purchase rate for 2017-18 as submitted in the additional documents is shown in the

table below:
Power purchas in paisa/kWh
NS; i g e Allowed in Tariff = PF:oposedei;a:iSin;a 5 Actuai as per addl.
order 2016-17 petition for 2017-18 | document for 2017-18

1 [ DVC 432 458 432.00
2 | WBSEDCL 570 589 565.92
3 | WBGEDCL 500 500 498.71
4 | Short Term 334 350.85
5 | IPCH)L 418 286.83

TOTAL 437.86 416 371.25

The Commission observes that, the power purchase rate from DVC is same as the
rate admitted in the Tariff Order of 2016-17. The power purchase rate from
WBGEDCL is also within the approved rate of Rs 5.00/kWh as per PPA. In the Tariff
Order of WBSEDCL for 2017-18, the Commission has allowed the sale price of
power by WBSEDCL to IPCL to be Rs 5.54 /kWh plus applicable MVCA. Considering

West Bengal Electricity Regulatory Commission 17
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the MVCA of WBSEDCL during the year 2017-18, the power purchase rate from
WBSEDCL has been found to be in order. From the annual price matrix of Indian
Energy Exchange (IEX) for the year 2017 — 18, the energy rate is found to be varying
from Rs 2.59 /kWh (during night hours) to Rs 3.60/kWh (during peak hours), the
average being Rs. 3.02/kWh. Thus, the purchase of power under short-term has
been found reasonable. Purchase of power from IPC(H)L of which a major part was
infirm power is admitted at this stage subject to truing up during FPPCA. The average
rate of power purchase during the year 2017-18 is 371.25 paisa/kwh.

Power purchase cost being an uncontrollable element under the Tariff Regulations,
the Commission finds it suitable to consider the actual power purchase during the
year 2017-18 for the purpose of determination of ARR. However, as decided in
paragraphs 3.4.1 and 3.6.2 above, the power purchase cost is allowed as per
normative distribution loss.Any gain on account of lower distribution loss will be
allowed during FPPCA as per the Tariff Regulations. Thus, the allowable power
purchase cost for the purpose of determination of ARR comes as Rs. 25751.39lakh.

POWER PURCHASE COST

Admitted

£oFautw Unit__| 2017-18

1 | Energy required to be purchased as per table in MU 693.64

para 3.6.2
2 | Average rate of power purchase during the year :

2017-18 Paisa/kWh 371.25
3 | Power Purchase Cost (4 =1 X 2) Rs. lakh | 25751.39

Cert¥iad true Copy
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ANNEXURE - 3A

ENERGY SALES TO OWN CONSUMERS

Sl No | Particulars As Admitted for 2017 - 18
1 Domestic 2.49
2 Commercial 3.75
3 Industry 1.87
4 Privaﬁe Educational Institutions and 0.43

Hospitals %
Total L&MV 8.54
1 Public Utility 0.36
2 Domestic 6.35
3 Co-operative Group Housing society 0.06
4 Commercial 36.81
5 Public water works & sewerage 13.22
6 Cold storage or Dairy with chilling plant 0.47
7 Industry 638.01
8 Private Educational Institute 1.23
9 Street light 0.09
Total H & EH 696.6
TOTAL 705.14

Certffied true Copy

West Bengal Electricity Regulatory Commission 19



ey
F ,;,"

Tariff Order of IPCL for the year 2017 - 18

ANNEXURE - 3B

COST OF FUEL (DISHERGARH POWER STATION) (NEW)

s, STATION DERIVATION | UNIT REEAte
Admitted
1. | Gross Generation 1 MU 58.95
Auxiliary consumption (normative
2 ey o poak 2 MU 5.895
3. | Sent-out Energy 3=1-2 MU 53.06
4. | Station Heat Rate (normative) 4 kCal/kWh 3,300
5. | Total Heat Required 5=1x4 GCal 1,94,535
6. | Heat from Coal 6 GCal 1,94,535
| f C i
v (B ResTmnel o |
8. | Coal Consumption 8=6/7 Tonne 67,325
o | | O | Tm
10. | Average Price of Coal 10 Rs./Tonne 2,410
11. | Cost of Coal 11=9X10 Rs. lakh 1,627.31
12. | Total Fuel Cost 12 Rs. lakh 1,627.31

Cert¥ias true Copy
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4.1

4.2

4.3

4.4

4.5

451

CHAPTER -4
FIXED CHARGES

The examination of the projected fixed charges claimed by IPCL for the ensuing year
2017-18 (fifth control period) under different heads for its power station and
distribution system have been taken up in this chapter.

Dishergarh Power Station (1 x 12 MW) was made operational with effect from
25.09.2012. As per revised Form 1.1 submitted by IPCL, actual availability of this
power station was 55% whileactual PLF was56.35% in 2017-18.

IPCL has projected a total fixed cost of Rs. 15740.75 lakh in their main petition dated
22 3.2017. However, thesamewas revised by IPCLasRs. 15653 .37 lakh through

subsequent submissions, based on actual figures.

In view of above submissions, the Commission now proceeds toevaluate different
components of fixed charges in a practicable and rational manner in terms of the
Tariff Regulations.

Employees’ Cost

IPCL has submitted revised form 1.17(h) for the fifth control period, i.e., FY 2017-18
vide their letter dated 31.10.2019 in reply to the Commission’s letter dated 11.9.2019.
It has beenobserved from the saidForm 1.17 (h) that IPCL has claimed an amount
of Rs. 4514.39 lakh as employee cost. It is observed from the copy of audited
accounts of 2017-18 for DPSC Division submitted by IPCL that they have incurred
an expenditure of Rs. 5224.35 lakh as employee cost. As stated at revised Form
1.17(h) for the year 2017 — 18, this includes a sum of Rs. 750 lakh as arrear due to
wage settlement. However, no details of such wage revision along with explanations
have been furnished by IPCL. The requisite form 1.17 (i) as per WBERC Tariff
Regulations, 2011 requiring details of arrear against wage revision has been left
blank.

West Bengal Electricity Regulatory Commission 21
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4.5.2.

45.3

The Commission has viewed the detailed component wise break-up of the
employees’ cost under different functional heads as provided in the specified
formats. The employee cost for 2017-18 as submitted at form 1.17(h) includes
expenses for payment to contract laboursofRs. 268.71 lakh, Staff Training Expenses
ofRs. 18.26 lakh. VRS amount ofRs. 33.49 lakh and Director's fees and commission
ofRs.40.03 lakh besides other regular components The Commission has viewed that
the entire amount of Rs. 268.71 lakh towards payment to contract labours included
in the total claim of IPCL for employee cost should not be classified under employee
cost. The expenses incurred for contract labours through contractors is to be
excluded from employee cost as nature of such expense is directly related with
operation and maintenance job. As such, admissibility of the expenses on contract
labours is to be viewed under operation and maintenance expenses, which have
been considered separately. Similarly, Staff training expense should not be
considered as employee cost as nature of such expense is related to administrative
and general expenses under Operation and Maintenance cost and same would be
treated separately. Amount disbursable following VRS scheme adopted by IPCL and
as approved by the Commission has been partly allowed in APR 2012-13 andthe
remaining approved part is to be passed on in APR 2013-14. IPCL has not submitted
any details of VRS scheme, if any, adopted afresh. Accordingly, claim on VRS
amount is not admitted. IPCL has shown a sum of Rs. 750 lakh as arrear wage
settlement without furnishing any detail in requisite form 1.17 (i). Such sum is being
allowed in MYT 2017-18 for the time being.However, IPCL has to furnish the details
in APR 2017-18 failing which such sum will not be admitted in APR. The Director's
fees and commission of Rs.40.03 lakh as claimed for the year 2017-18 is admitted
by the Commission.

The Commission thus, decides to admit the following amount as at Table 4.1.a

towards employees’ cost inclusive of Directors’ fees and expenses.

Certiied true copy
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Table —4.1.a
Sl : Amount
No Particulars (Rs.lakh)
Employee Cost as per Annual accounts including arrear 5224.36
1. wage settlement of Rs. 750 lakh but excluding Director’s
fees and commission of Rs. 40.03 lakh
2 Less: Items disallowed under Employee Cost
5 VRS as claimed in the petition (as explained at para 452 33.49
above)
b Wages for Contractual employees dealt under O&M 268.71
c Staff Training Expenses dealt under O&M 18.26
d Add: Directors Fees & Commission 40.03
3 Total Employee Cost admitted {1-(2a +2b+2c-2d)} 4943.93

454 |tis, however, necessary to mention that the employees’ cost is uncontrollable and
is subject to adjustment in APR on actual basis as per audited accounts of the
respective year.

455 As per submission of IPCL in form no.1.17(h) of the tariff petition giving breakup of
employee cost, the cost-centre wise allowable employee cost through APR for the
year 2013 — 2014 is allocated hereunder at Table-4.1 b after apportioning centrally
maintained employee cost in the same ratio of direct employee cost of generation

function and distribution function as claimed by IPCL in their petition :

Table 4.1 b. Rs lakh
Sl No | Particulars Amount

1 Direct Employee Cost as claimed
a Generation 322.63
b Distribution 1981.81
¢ Total Direct Employee Cost (1a+1b) 2304.44
2a Share of admissible Centrally Maintained Expenses 2038.92

Allocation: On the basis of Direct employee Cost as claimed

b Generation (1a/ic * 2a) 285.46
£ Distribution (1b/1c*2a) 1753.46
West Bengal Electricity Regulatory Commission 23
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3 Add : Admissible Direct Employee Cost
a Generation 253.04
b Distribution 1901.97
Total admissible employee cost excluding arrear wage
4a settlement 4193.93
b Generation (2 b + 3 a) 538.50
C Distribution (2 ¢ +3 &) 3655.43
Sa Add :Admissible Arrear Wage Settlement 750.00
Generation (4b/4a*5a) 96.30
c (4cl/4a”5a) 653.70
6a Total Admissible Employee cost ( 4a+5a) 4943.93
Generation (4b+ 5b) 634.80
c Distribution (4c +5c) 4309.13

Such allocation wherever applicable hereinafter has been considered based on
function wise admissible GFA / Allocation as submitted by IPCL / direct association

against respective functions and admissible Net ARR and as the case may be.
456 IPCL is directed to furnish the following withthe petition for APR201 7-18:

i) the number of employees engaged in their generating station and manpower
engaged in business other than generating station with name of the business
and with detail break-up separately.

ii) the actuarial report for liability towards employees’benefits fund, i.e., terminal
benefit fund for Gratuity and Pension with the application of the APR for the
respective years.

iiy The detail of Arrear wage settiement

iv) The allocation of centrally maintained expenses into generating station and
distribution business.

46 Coal & Ash Handling Charges

46.1 The proposal of IPCL for coal and ash handling charges for the year 2017 — 18has

been analyzed by the Commission. The actual coal handling expenses for the past

West Bengal Electricity Regulatory Commission 24
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five years along with projected expenditure for 2017-18 vis-a-vis actual generation
for the past five years and projected generation for 2017-18 considering the actual
figures are placed in the table 4.2.a below.

Table -4.2.a
Years/ 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18
Particulars (actual) (actual) (actual) (actual) (actual) | (Projected)
Gem‘;m" 2767 6138|  3902|  do00|  4165| 589
Coal Handling
Expenses 56.36 114.76 36.03 46.08 116.84 139.72
(Rs.lakh)

IPCL has stated in its petition that in view of the projected generation in the ensuing
year and to cover anticipated increase in fuel cost in future years for transport of ash,
it has been assumed that coal and ash handling expenses will increase by 10% over
the estimated rate of expenditure in 2016-17. However, such reasoning is not in
consonance with figures of 2017-18. Apart from the above, the abnormal increase of
such expenses in 2016-17 and 2017-18 as well have not been explained by IPCL.

462 Commission, while approving Tariff Order 2014-15 to 2016-17 admitted a sum of Rs.
82.50 lakh in 2016-17 towards coal and Ash Handling expenses linking the same
with target generation of 89.35 MU in 2016-17.

The Commission now takes up coal and ash handling expenses after considering
escalation following hybrid inflation (60% WP! of 2.96% + 40% CPI of 3.1%) factor
of 3.02% during 2017-18 over admitted sum of Rs. 82.50 lakh (linked to target
generation) in Tariff Order 2016 — 17, which comes to Rs. 84.99 lakh. Thus, Coal
and Ash handling charges for 2017-18 is admitted for Rs. 84.99 lakh as per table
4.2.b below:
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Table 4.2.b Rs. in Lakh
Tariff Order { Inflation factor (Hybrid- 2017-18
2016-17(Rs. 60% WPI+40%CPl) Admitted (Rs.
lakh) during 2017-18 lakh)
82.50 3.02% 84.99

463 However, the admitted amount will be reviewed by the Commission during the APR

as per audited annual reports and accounts and actual generation.

47  Water Charges:

4.71 The proposal of IPCL for Water Charges has been analyzed by the Commission for
the year 2017-18. The actual water charges for the past four years as available along
with projected expenditure for 2017-18 based on audited actuals vis-a-vis actual
generation for the past four years and projected generation for 2017-18 considering
the actuals are placed in the table 4.3.a below.

Table -4.3.a
Years/ 2013-14 | 2014-15 | 2015-16 | 2016-17 2017-18
Particulars (actual) (actual) (actual) | (actual) | (projected)
Ge?&ﬁ)"“’” 6138 | 3902 | 4000 | 4165 58.95
Water Charges
(Rs.lakh) 165.38 10.93 1.54 1.70 3.55

472 Commission admitted a sum of Rs. 10.93 lakh as water charges in Tariff Order 2016-
17 Such sum of Rs. 10.93 lakh, after considering escalation following hybrid
inflation (60% WPI of 2.96% + 40% CPI of 3.1%) factor of 3.02% during 2017-18
comes to Rs. 11.26 lakh. The cost of water cess is for generation function only.

Commission, accordingly decides to admit an amount of Rs. 3.55 lakh as claimed by
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WEURY T

IPCL towards water charges for 2017-18 being less than the derived sum of Rs.
11.26 lakh for 2017 — 18, as stated in their petition based on bills received at Table

4.3.b below:
Table 4.3.b
Rs Lakhs
2016-17-Tariff Order 2017-18- Claim 2017-18-Admitted
10.93 355 355

However, the admitted amount will be reviewed by the Commission during the APR
for the respective year as per audited annual reports and accounts and actual
generation.

48  Operation and Maintenance (O&M) Expenses and Rates & Taxes:

4.8.1. O&M Expenses for Generation:

IPCL has proposed operation of the sole 12 MW generating unit during the control
period. IPCL has claimed O&M expenses of Rs. 91.33 lakh for generation function
considering hike of 6% over norms specified for 2016-17 in schedule 9A of the Tariff
Regulations. The Commission considers O&M expenses for generation function
following schedule 9A of Tariff Regulations. However, in absence of any norms
specified for the year 2017-18 in Schedule 9A of the Tariff Regulations, the
Commission considers the O&M norms specified for 2016-17. The O&M expenditure
for 2017-18 for the generating station will be reviewedapplying the average inflation
rate for the years under the last control period over the norms specified for 2016-17
in terms of regulation 2.8.6.1 of the Tariff Regulations, in the APR for 2017-18 , in
case no norm for 2017-18 are specified in Tariff Regulations subsequently.
Accordingly, the Commission admits the O & M expenses for generation function of
IPCL for the year 2017 — 18 at Table 4.4 below:
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Tlable 4.4
2017-18-
Unit Capacity R:'rl;kwh Admitted-
P Rs.lakh
12 MW unit at Dishergarh
(Rs.lakh per MW) 12 MW 7.18 86.16

4.8.2. O&M Expenses for Distribution function and Rates & Taxes :

The Commission has made prudent analysis of the charges claimed by |PCL under
the following heads:

(i) different sub-heads of O&M expenses for distribution function; and

(ii) Rates and Taxes charges.

While determining fixed charges on such heads for the fifth control period (FY 2017-
18), the followings have beenconsidered,.

4.8.2.1IPCL in their original submission dated 22.3.2017 has claimed an amount of Rs.
1446.58 lakh based on proportionate rise considered in O&M Expenses as a factor
of Fixed Assets. However, it has been observed from their submission dated
18.11.2019 based on audited actuals that the figure has taken a sharp rise to
Rs.2226.79 lakh. IPCL has not mentioned any reasons for such sharp rise in
expenditure. The Commission decides to proceed considering the relevant inflation
indicators and business volume parameters to provide end of justice to all of the
concerned stakeholders. Accordingly, the Commission decides to determine
projected inflation rate and the resultant escalation rate as detailed out in subsequent
paragraphs.

a) CERC, while fixing the norms of O&M Expenses for the period 2014 — 19,
adopted a combined index considering Wholesale Price  Index
(WPl)andConsumer Price Index (CPI) after assigning 60% weightage on WPI
and 40% weightage on CPl. Such Hybrid index methodology has also been

considered by the Commission while determining tariff for other licensees for the
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FY 2017-18. Thus. the inflation rate considered for tariff computation for O&M
expenses under distribution head in 2017-18 is 3.02 % as per the following table

45a.
Table-4.5.a
INFLATION TRENDS
Financial Year | CPl | WPI |[Combined WPI & CPI (60: 40) Remarks
(1) (2) (3) (4) = (2) X 0.4+(3) X 0.6 Data Source
2017-18 3.1 2.96 3.02 WPI-Office of EA,CPI-RBI

b) Commission decides that for the purpose of determination of ARR for the fifth
control period, the impact of increase in business volume on different sub-
heads/heads will be considered as exercisedduring 2014-15 to 2016-17. For
such purpose,two important business volume parameters, namely, Distribution
line length (DLL) in Circuit Kilometer (CKM) and Consumer strength (CS) are
considered. Different elements of fixed charge elements are sensitive to either
of the above two parameters. The following table 4.5.b mentions the respective
business volume parameters as considered for determination of admissible O&M
expenses for 2017-18.

Table-4.5b
Sl No Expenditure Head Business Volume
Parameter
1 Repair & Maintenance Expenditure DLL
2 Auditor's Fees DLL
3 Legal Charges & Consultancy fees CS
4 Other A&G Expenses Cs

It is pertinent to mention the relevant figures of business volume parameters
considered for the purpose of determining O&M expenses under distribution
head as below at Table 4.5.c:
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Table-4.5¢c
S | BusinessVome | 201415 | 201646 | “To’ | 2016-17- | 2017-18:
No Parameter Actual Actual Actual Actual
Order
Distribution Line

1 Length (DLL)- CKM 027.063 | 915.724 969.44 900.354 | 941.367

Consumer  Strength- 1230

LZ No.

1484 1725 1883 2373

4822 O&M Expense determination for distribution function: Based on the principle
laid down in paragraph 4.8.2.1 above,admitted expenditures under different sub-
heads of O&M function are determined, as follows.

a) Repair & Maintenance Expenditure including stores and spares: |PCL has
projected a sum of Rs.576.98lakh asrepair and maintenance expenditure
including stores and spares in their original petition dated 22.3.201 7 for 2017-18.
However, they have submitted a revised figure of Rs. 797.20 lakh on this account
in their submission dated 18.11.2019 besides expenditure of Rs. 189.12 lakh on
account of contract labours for distribution function.They have not furnished any
reason for such sharp increase in this head of expenditure. They have incurred
a sum of Rs.790.09 lakh on account ofrepairs as a whole for IPCL in 2017-18 at
actuals. It is observed that Commission has approved a sum of Rs. 367 lakhon
account ofrepair and maintenance expenses including stores and spares in Tariff
Order for 2016-17. Accordingly, Commission determines the admissible repair
and maintenance expenses including stores and spares for 2017-18 applying
hybrid inflation rate of 3.02% for 2017-18 as per table 4.5.a above on such
approved amount of Rs. 367 lakh as per Tariff Order 2016-17 besides factoring
change in business volume parameter of DLL in 2017-18 as furnished by IPCL

as per table 4.5.c above. The admitted amount, accordingly comes to Rs. 367.06
lakh.

West Bengal Electricity Regulatory Commission 30

Certifiad true Copy



um.ﬂ - ud

Tariff Order of IPCL for the year 2017 — 18

b) Audit fee:IPCL has projected a sum of Rs. 33.54 lakh asaudit fees in their
original petition dated 22.3.2017 for 2017-18. However, they have submitted a
revised figure of Rs. 39.78 lakh on this account in their submission dated
18.11.2019. They have not furnished any reason for such increase under this
head of expenditure. They have incurred a sum of Rs. 38.01 lakh towards the
same head in 2017-18 at actuals. It is observed that Commission has approved
a sum of Rs. 9 lakhasaudit fees in Tariff Order for 2016-17. Accordingly,
Commission determines the admissible audit fees for 2017-18 applying hybrid
inflation rate of 3.02% for 2017-18 as per table 4.5.a above on such approved
amount of Rs. 9 lakh as per Tariff Order for 2016-17 besides factoring change in
business volume parameter of DLL in 2017-18 as furnished by IPCL as per table
4 5.c above. The admitted amount accordingly comes to Rs. 9.00 lakh.

c) Legal Charges and Consultancy Fees: IPCL has projected a sum of Rs.
400.08 lakh aslegal charges and consultancy fees in their original petition dated
22.3.2017 for 2017-18. However, they have submitted a revised figure of Rs.
532.43 lakh on this account in their submission dated 18.11.2018. They have not
furnished any reason for such sharp increase in this head of expenditure. They
have incurred a sum of Rs. 538.35 lakh towards this head in 2017-18 at actuals.
It has beenobserved that the Commission has approved a sum of Rs. 78 lakh as
Legal charges and Consultancy fees in Tariff Order for 2016-17. Accordingly, the
Commission determines the admissible Legal and Consultancy fees for 2017-18
applying hybrid inflation rate of 3.02% for 2017-18 as per table 4.5.a above on
such approved amount of Rs. 78 lakh as per Tariff Order 2016-17 besides
factoring change in business volume parameter of CS in 2017-18 as furnished

by IPCL as per table 4.5.c above. The admitted amount accordingly comes to
Rs. 110.57 lakh.

d) Other administrative and general expenses: IPCL has projected a sum of
Rs.603.67 lakh asother administrative and general expenses in their original
petition dated 22.3.2017 for 2017-18. However, they have submitted a revised

figure of Rs. 1056.95 lakh on this account in their submission dated 18.11.2019
West Bengal Electricity Regulatory Commission 31
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e)

besides Staff Training Expenses of Rs. 18.26 lakh. They have not furnished any
reason for such sharp increase in this head of expenditure. They have incurred
a sum of Rs. 798.81 lakhs towards this head in 2017-18 at actuals. It has been
observed that the Commission has approved a sum of Rs. 252 lakhfor other
administrative and general expenses in Tariff Order 2016-17. Accordingly, the
Commission determines the admissible other administrative and general
expenses for 2017-18 applying hybrid inflation rate of 3.02% for 2017-18 as per
table 4.5.a above on such approved amount of Rs. 252 lakh as per Tariff Order
2016-17 besides factoring change in business volume parameter of CS in 2017-
18 as furnished by IPCL as per table 4.5.c above. The admitted amount
accordingly comes to Rs. 357.22 lakh.

Rent, Rates & Taxes:

IPCL has projected a sum of Rs. 56.47 lakh asRent, Rates & Taxes in their
original petition dated 22.3.2017 for 2017-18. However, they have submitted a
revised figure of Rs. 62.71 lakh for distribution function on this account in their
submission dated 18.11.2019. However, IPCL has not furnished any break-up of
Rent and Rates &Taxes. Accordingly, the claim under Rent,Rates &Taxes has
cumulatively been considered as controllable. IPCL has claimed an amount of
Rs. 76.28 lakh covering Rs. 13.57 lakh for generation function and Rs. 62.71 lakh
for distribution function in their submission dated 18.11.2019. It has
beenobserved from the submitted annual accounts for the FY 2017-18 that a
sum of Rs. 73.55 lakh has been spent in 2017-18. The admissible amount is
worked out by prorating such audited figure into claimed amount for distribution
function by IPCL. The admitted amount accordingly comes to Rs. 60.47 lakh in
2017-18. However, IPCL Is directed to furnish the amounts under Rent, Rates &
Taxes segregating under sub-heads of ‘Rent’ and ‘Rates & Taxes' while
submitting APR.

Thus, the admitted expenditure for IPCL under O&M expenses for distribution
function are as follows at Table 4.5.d:
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Table-4.5d Rs.lakh
2017-18
: As Claimed- | As Claimed-

e 2232017 | 18112019 | As Admitted-
1; R & M expenses 576.98 996,32 367.06
2. Audit Fees 33.54 38.78 9.00
3 Rent, Rates & Taxes 56.47 62.71 60.47
4, Legal Charges & Consultancy fees 400.08 532.43 110.57
5 Other A&G expenses 60367 1075.21 357.22
6. A&G expenses (2+3+4+5) 1093.76 1710.13 537.26
T O&M expenses (1+6) 1670.74 2706.45 904.32

The Repair & Maintenance expense and the Administrative & General expense
admitted above for the year 2017 -18 are controllable elements of ARR in terms of
table 2.5.5-1 of the Tariff Regulations and variation in expenditure of different
elementsunder these heads is permissible subject to the provision of clause (iv) of
regulation 2.5.5 of the Tariff Regulations.

Lease rental and rent for Generating Station:
Lease Rental for generating station

Two units (2 X 10 MW) of Chinakuri power station were being operated by IPCL under
operating lease from ECL. The Plant has since been handed over to ECL in 2016-17.
It has been found from the audited Annual Reports & Accounts for 2017-18 that no
expenditure was incurred by IPCL during the year under this head under DPSC
division. The Commission, therefore, admits no expenditure on lease rental during
the fifth control period.

4.9.2 Rent for generating station

IPCL has projected a sum of Rs. 1.96 lakh towardsRent, Rates & Taxes for generating
function in their original petition dated 22.3.2017 for 2017-18. However, they have
submitted a revised figure of Rs. 13.57 lakh for generating function on this account in
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their submission dated 18.11.2019. IPCL has claimed an amount of Rs. 76.28 lakh
covering Rs. 13.57 lakh for generation function and Rs. 62.71 lakh for distribution
function in their submission dated 18.11.2019. It has beenobserved from the submitted
annual accounts for the 2017-18 that a sum of Rs. 73.55 lakh has been spentin 2017-
18. The admissible amount is worked out by prorating such audited figure withclaimed
amount for generation function by IPCL. The admitted amount accordingly comes to
Rs. 13.08 lakh in 2017-18.

410 Insurance

4.10.1 IPCL has projected a sum of Rs. 36.80 lakh towardsinsurance in their original petition
dated 22.3.2017 for 2017-18. However, they have submitted a revised figure of Rs.
36.56 lakh on this account in their submission dated 18.11.2019. IPCL has claimed
an amount of Rs. 36.56 lakh covering Rs. 7.26 lakh for generation function and Rs.
29.30 lakh for distribution function in their submission dated 18.11.2019. It has
beenobserved from the submitted annual accounts for 2017-18 that a sum of Rs.
36.56 lakh has been spent in 2017-18. The admitted amount and allocation between
generation and distribution functions are given in Table 4.6 below as per submission
of IPCL in their petition:

Table-4.6
Rs.lakh
2017-18
Sl. . As Claimed- As Claimed- "
No Farticulars 22.3.2017 18.11.2019 A
1 Dishergarh TPS (12 MW) 7.26 7.26
3 Distribution System 36.80 29.30 29.30
4 | Total 36.80 36.56 36.56

4.10.2 Insurance Premium, being uncontrollable is subject to adjustment in APR where
IPCL shallbe required to confirm that provisions under regulation 5.23.1 of the Tariff
Regulations have beencomplied with.

West Bengal Electricity Regulatory Commission 34

Cert¥isd true Copy




{?/-_? 6")‘@

a2
@

Sy

Tariff Order of IPCL for the year 2017 — 18

411 Interest on Loan Capital and Finance Charges

4.11.1 IPCL has claimed a sum of Rs. 2144 50 lakh as per audited actuals for2017-18
asinterest on borrowed capital including interest on normative debt, in the revised
Form E(B) submitted vide letter dated 18.11.2019. However, IPCL has not furnished

any break up of such interest.

4.11.2 Interest on Actual capital Borrowings: IPCL has submitted Form-C vide their letter
dated 31.10.2019 without indicating purpose of drawal of fresh loan for some of the
items. It appears that the sum claimed in Form E(B) is not in sync with information

at Form C. The projected claims as per Form C are summarized as under at Table

47.a
Table-4.7 a Rs. lakh
Sl S Opening | Fresh | Repayment | Closing | Rateof | Interest Purpose
No. Balance | Drawal Balance | Interest
1 | IDBI Bank 2666.68 | 44444 | 202224 | 11.85% | 28476 D‘S“ﬁrgif‘wmw
South Indian 220 KV
2 | gai 6851.36 | 207.00 85552 | 620284 | 11.00% | 76291 | . \ooogs
Comokiion | Part Financing of
3 B°"’° ; 770.66 0320 | 67746 | 11.40% | 8398 | CapexforlT
ank
network
Maintenance of
3 ;ﬁfka’ 4750.00 750 | 400000 | 10.25% | 46548 | Capexand Net
working Capital
4 | |DBI-Short 110000 | 110000 Nil | 1050% | 2373
e Lo t Purpose of Loan-
5 | LahENiss 353.00 | 353 | 11.00% | 1957 | not mentioned n
Bank-TL | o
§ [ PECIEYEG 10000.00 | 1000000 | 9.30% | 441.77 i
Bank-STL e : iy ;
7 | NCD-100 Crs 987.23
8 | NCD-20 Crs 240.00
9 | Total 3309.43

The Commission now proceeds to assess source-wise loan and corresponding
interest chargeable to revenue as recoverable through tariff for the fifth control
period, i.e., FY 2017-18.
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(ii)

IPCL had earlier drawn term loan for Rs. 4000.00 lakh in phases (Rs. 2000.00
lakhduring 2011-12, Rs. 1500.00 lakhduring 2012 -13 and Rs. 500.00 lakhduring
2013 — 14)from IDBI Bank at original interest rate of 12.75% for construction of
12 MW Dishergarh Power Station with a moratorium period of 24 months from
1.4.2012 and repayable in 36 equal quarterly instalments. The Commission
noted that total drawal of loan for construction of 12 MW Dishergarh plant is
within 70% of the project cost of Rs. 6654.00 lakh as approved by the
Commission at 2™ stage. The asset was put to commercial operation on
25.9.2012. Rate of interest has undergone downward revision from year to year
as per information furnished by IPCL inrespective Form C relating to previous
years and such rate for 2017-18 is 11.85%. The actual interest on the term loan
during 2017-18 is Rs.284.76 lakh which is admitted.

IPCL had earlier drawn two term loans of Rs. 5000.00 lakh and Rs. 2700.00 lakh
in phases ( Rs. 5000.00 lakhduring 2012-13 and Rs. 2493.00 lakhduring 2014~
15) from South Indian Bank at original interest rate of 13.00% for construction of
220 KV J.K.Nagar Sub Station and lines, repayable from 01.12.2015 in 36 equal
quarterly installments. The Commission noted that total drawal of loan for
construction of 220 KV J.K.Nagar Sub Station and lines is within 70% of the final
project cost of Rs. 11008.00 lakh as approved by the Commission.It has also
been noted that the approved project cost includes a sum of Rs. 3860.97 lakh
towards cost of LILO of Santaldih -Durgapur 220KV D/C line of WBSETCL. The
Commission vide order dated 23.12.2020 in Case no.WBERC / OA-57/2009-10
directed that, the capital cost of transmission asset pertaining to LILO of
Santaldih -Durgapur 220KV D/C will be reimbursed to IPCL in 120 equal
monthly instaliments. Thus, Rs. 3860.97 lakh pertaining to such project will not
be considered under the fixed asset of IPCL; hence, ROE and depreciation will
not be applicable for such asset. However since IPCL has to service the debt
taken for the project, the interest on such debt is allowed on the total loan taken
for the project. The asset has been put into commercial operation on
11.12.2015 Rate of interest has undergone downward revision from year to year
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(iii)

(iv)

as per information furnished by IPCL at respective Form C related to previous
years and such rate for 2017-18 is 11.00 %. The actual interest on the term loan
during 2017-18 is Rs.762.91 lakh which is admitted.

IPCL had earlier drawn term loan of Rs. 932 lakh from Corporation Bank at an
original interest rate of 11.45% during 2015-16 for part financing the Capex for
LT Network. Rate of interest has undergone downward revision from year to
year as per information furnished by IPCL at respective Form C related to
previous years and such rate for 2017-18 is 11.40%. The actual interest on the
term loan during 2017-18 is Rs.83.98 lakh which is admitted.

In respect of rest of the sources as mentioned at Table 4.7 a above, IPCL has
not mentioned any purpose of loan drawal for Rs. 1100.00 lakh from IDBI and
for Rs. 353.00 lakh Long Term Loan along with short term loan of Rs. 10000.00
lakh from Lakhsmi Bilas Bank and consequent claim of interest. Regarding loan
drawal from Ratnakar Bank, they have not mentioned any specific purpose. The
Commission does not consider interest of Rs. 465.48 lakh on fresh loan drawn
from Ratnakar Bank as the said loan was stated to have been drawn both for
meeting routine CAPEX and towards working capital requirements as per
submission at Form C, without providing any segregation and capitalization
details. As regards NCD, such NCD was utilized as bridge finance till drawal of
loans for 12 MW Dishergarh Power Station and 220 KV J.K.Nagar Substation&
lines mainly. As also observed at para 2.6.2 in the order for APR 2012-13 in
case no. APR-41/13-14 |PCL (erstwhile DPSCL) has been utilising the NCD
amount towards 12 MW Dishergarh Power Station, J. K. Nagar Substation&
lines, 2X270 MW Project at Raghunathpur and the balance for various
substations etc. It was also observed that in case of 1 X12 MW Dishergarh
Power station, a sum of Rs. 4000 lakh was availed from IDBI Bank substituting
the NCD and in case of J. K. Nagar Substation&lines,a sum of Rs. 5000 lakh
was availed from South Indian Bank substituting the NCD. So this was used as
bridge finance during construction
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In the original petition submitted on 22.3.2017, IPCL has projected a capital
expenditure of Rs. 114.76 lakh in 2017-18. IPCL has submitted Form 1.18.a which
describes Capex and transfer to fixed asset during the year vide letter dated
16.6.2017 wherein no capital expenditure was proposed and no amount was shown
as transfer to fixed assets during 2017-18. Such form 1.18.a as mentioned, has not
been revised later. The position of fixed assets as observed from audited actuals in
2017-18 and as also furnished vide revised form 1.18 which describes cost of fixed
assets, shows a net reduction of assets after considering approved cost of such
assets by the Commission besides adjustment of assets on consumer contribution.
Such position of asset addition in 2017-18 is furnished at Table 4.7.b below:

Table-4.7 b Rs.lakh
SI -
No Particulars Opening Balance Closing Balance
1| Gross block of Fixed assets as per audited actuals of 2017-18 43840.37 44234.64
2 | Less Assets Disallowed
Value of additional 3 floors of building at Sait Lake (Kolkata)
& including the cost of air conditioning, plant and elevator 1665.26 1660.09
B | Value of leasehold land at Salt Lake in Kolkata 1324 55 1324.55
C | Value of flats at Haldia. 132.29 132,29
Fixed asset capitalized in excess of Commission approved
. amount for Dishergarh new plant i el
Fixed asset capitalized in excess of Commission approved
E amount for J K Nagar 220/33 KV substation ARETH] SRR e | 1288243
Gross Value of Fixed Assets for energy business operation
3 (5.1-S12at0 2¢) 31046.88 31352.21
Less: Contribution from Consumers towards Service Line and
X Advance from Consumers for job 2103.78 20E51
3__| Net Cost of Fixed Assets (SI. 3 -SI. 4) 28943.12 28854.60
6 Net Addition of Fixed Assets ()88.52
(Closing Balance -Opening Balance at SI. 5) :
72 | Net Cost of Fixed Assets at Sl 5 for Generation Function 6654.00 6654.00
7b | Net Cost of Fixed Assets at SI 5 for Distribution Function 22289.12 22200.60

Based on the above facts and discussions.the Commission admits the following
Interest on actual Capital Borrowings for the fifth control period, FY 2017-18 at Table
4.7.c belowwith allocation among generation and distribution function as per
submission of IPCL at Form C:
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Table-4.7 ¢ Rs.lakh

: Amount

S1. No. Particulars Admitted
1 Interest on borrowings for 12 MW Plant 28476

2 Interest on borrowings for J K.Nagar S/S 762.91

3 Interest on loans for Distribution network 83.98

4 Interest on actual capital borrowing admitted 1131.65

5 Interest allocable to Generation 284.76

6 Interest allocable to Distribution 846.89

4.11.3 Interest on Normative Debt: IPCL has claimed a sum of Rs. 2144 .50 lakh as interest
on normative debt at revised form 1.20 (b) submitted on 31.10.2019 whereas the
total claim for interest on capital borrowing at Form E(B) is also submitted as Rs.
2144.50 lakh. The reason for claiming such amount has not been furnished. The

Commission now proceeds to assess the interest admissible on normative debt.

As per Regulation 542 of WBERC (Terms & Conditions of Tariff)
Regulations,2011 where equity employed is more than 30% of the amount of equity,
it shall be limited to 30% and the balance shall be considered as normative loan
capital. Servicing of such normative loan capital is allowed at weighted average rate
of actual loan drawn on the average admissible net normative debt considering
opening amount and closing amount to be worked out in accordance with form 1.20
b of Annex-I of WBERC tariff Regulations, 2011. Interest on normative debt is
computed after adjusting cumulative normative repayment at the beginning of the
year as well as current year's normative repayment of normative debt as at form 1.20
b of Annex-I of WBERC tariff Regulations, 2011. IPCL has not considered any
repayment of normative debt for 2017-18 the reason of which has not been
explained. It has beenobserved that repayment of normative debt has not taken
place since 2008-09. In case of actual repayment of loan,regulation 5.4.2 of WBERC
Tariff Regulation,2011 specifies a repayment period of 10 years while computing
Advance against Depreciation Regulation 4.5.2 of WBERC (Terms & Conditions of
Tariff) Regulations, 2007 (now repealed) had also specifiedrepayment for a period

of 10 years for actual repayment of loan while computing Advance against
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Depreciation. Accordingly, the cumulative repayment of normative loan up to 2012-

13 has been worked out considering 1/10™ of opening balance of normative loan in

line with actual repayment of loan before adjustment of normative repayment each
year based on approved APR as follows at Table 4.7.d below:

Table-4.7 d Rs. lakh

3:; Particulars | 2008-09 | 2009-10 2010-11 | 2011-12 | 2012-13
Opening balance before

1 adjustment of normative debt 515.04 | 1532.16 | 1790.12 | 2426.11 | 2426.11

2 Additions of normative debt 1017.12 257.96 635.99 0.00 | 3883.51
Closing balance of normative

3 debt (1+2) 15632.16 | 1790.12 | 2426.11 | 2426.11 | 6309.62
Due Repayment of normative

W8 (110" of s1. 1) 51.50 | 153.22 | 179.01 | 24261 | 24261
Cumulative repayment of

§ |normative debt (progressive | 5150 | 20472 | 38371| 62634 868.95
addition of sl. 4 above)

Such amount of Rs. 868.95 lakh has been adjusted from opening normative debt of

2013-14 at SI. 2 of Table 4.7 ¢ below. Thereafter, current years repayment has been

worked out considering the same principle of 1/10" annual repayment on net opening
balance of Rs. 5440.67 lakh for Rs. 544.07 lakh as at SI. 8 of Table 4.7 ebelow. Such
process has been repeated for all the subsequent years up to 2017-18.

The amount allowable towards interest on normative loan is computed in terms of
Form 1.20 (b) of WBERC Tariff Regulations,2011 as at Table 4.7 .e below:

Table 4.7 e Rs.lakh
% 2013-14 | 2014-15 2015-16 2016-17 201718
Nc; e Oarivafies Amount | Amount | Amount | Amount | Amount
1 gﬁ‘:‘gggl‘;ﬁ :i?gg‘;";f;b‘ Al | 630962 | 630962 | 742884 | 1085402 | 11867.38
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Less Cumulative Repayment up to

2 previous year A2 868.95 1413.02 1902.68 2455.29 328517

3__| Opening Net Normative Debt a=A1-A2 | 544067 | 489660 | 562617 | 8398.72 | 857221

4 | Actual addition to debt for the year 8 500.00 722.32 207.00

5 ;‘i"}’g’: % e fDnd amsats during c 51462 | 150889 | 502490 | 144766 | 8.5
Normative addition to debt @ 70%

6 | ofthe addition to fixed asset during | d=c¢x0.7 0 1119.22 4147 49 1013.36 0
the year
Addition to debt for the year to be € = higher

7 considerad to APR b andd 500.00 1119.22 4147 49 1013.36 20?.(5
Additional gross normative debt =

8 during the year Fl=e-b 0.00 1119.22 3425.17 1013.36 0.00
less Repayment of normative debt

9 during the year F2 544,07 489.66 552.62 839.87 857.22
Net additional normative debt B

10 during the year g=F1-F2 | -54407 629.56 2872.56 173.49 -857.22

1 i"if‘"g i oo (SRR [ (e g 857221 | 771499

b ieac sl I TN SRS SR oo awnans 8485.47 | 814360
Weighted average rate of interest e e " 5 : "

13 paid on term loan during the year 1=21275% | 12.75% 13.00% 11.45% 11.73% 11.73%
Allowable Interest on normative o

14 dobi dlisisd k=jxi 659.00 677.48 797.20 995.35 955.24

15. | Shoangtioloncy ot gross notmalve | v yoei | esnes | st 10854.02 | 11867.38 | 1186738
Cumulative repayment of normative w

16 debt up to the end of the year B2=A2+F2 | 1413.02 1902.68 245529 3295.17 4152.39

While computing interest on normative debt, asset addition and corresponding loan
has been considered excluding asset of Rs 3860.97 lakhs towards cost of LILO of
Santaldih -Durgapur 220KV D/C line of WBSETCL and corresponding loan of Rs

2702.68 lakhs as explained in para 4.11.2 (ii).

Such interest on normative debt as

admitted for Rs.955.24lakh is allocated in the ratio of net average admissible fixed assets
[(Opening Bal +Closing Bal)/2] during 2017-18 for respective functions of generation and

distribution as per SI No 7a & 7b of table 4.7.b above and furnishedas below:
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Table-4.7 e (i) Rs Lakh

Sl No Particulars Amount
[T GFA-Generation

1 Opening Admissible GFA 6654

2 Closing Admissible GFA 6654

3 Average GFA 6654
B GFA-Distribution

1 Opening Admissible GFA 22289.12

2 Closing Admissible GFA 22200.60

3 Average GFA 22244 86

c Interest on Normative Loan 955.24

1 Generation[ (A3/ (A3+B3) * C] 219.94

2 Distribution [B3/(A3+B3)* C] 735.30

4.11.4 The Commission, thus admits interest on capital borrowing for the year 2017-18 as
below at Table 4.7 f:

Table 4.7f Rs.lakh
Amount

; Amount Amount ;
SINo Particulars ; e Total (Generation

Generation Distribution +Distribution)

Interest on actual Capital borrowing (from

_1 Table 47 .c) 284.76 846.89 1131.65
2 Lnge:}-st on normative loan (from Table 219.94 735.30 955.24
3 Iftsa’l lg)terest on capital borrowings (S, 504.70 1582.19 2086.89

4.11.5 IPCL is directed to furnish the purpose of each loan capital obtained, interest amount
to be capitalized during each of the years and the amount of interest chargeable to
Revenue Account commensurate to the Annual Report and Accounts with detailed
disclosure during APR for the corresponding year.

4.12  Interest on Consumers’ Security Deposits

4.12.1 IPCL has projected an amount of Rs. 150.43 lakh towards interest on consumers’
security deposit in 2017-18. As per note 30 of audited accounts of IPCL for the year
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4.12.2

412.3

413

4131

ended 31% March 2018, the balance of interest accrued but not due on consumers’
security deposit as on 01.04.2017 and 31.03.2018 were Rs. 366.83 lakh and Rs.
439.96 lakh respectively.

According to the provision under regulation 4.2.6 of the West Bengal Electricity
Regulatory Commission (Miscellaneous Provisions) Regulations, 2013, interest on
consumers’ security deposit comes to Rs. 155.99 lakh, being 6% on the average
balance of liabilities for consumers’ security deposit of Rs. 2626.96 lakh as on
01.04.2017 and Rs. 2572.69 lakh as on 31.03.2018 as per note 24 of audited
accounts of IPCL for 2017-18 which is admitted in MYT 2017-18.

The Commission opinesthat this amount and the amount of cash security deposit
received/to be received from the consumers of IPCL should be invested as working
capital of IPCL in its power business up to the normative level of working capital in
terms of the Tariff Regulations and the balance, if any, over the normative working
capital should be properly invested too. IPCL is, therefore, directed to do the needful
accordingly in this regard. The earnings from such investment(s) shall be considered
as income from other non-tariff sources. IPCL is also directed to submit a report,
Supported by necessary audited data. in its application for Annual Performance
Review and also for determination of tariff showing as to how the amount of security
deposit has been utilised. Similar directive was given to IPCL in the Order of ARR
for the year 2014-15 to 2016-17 in case no. TP-58/13-14 on 21.7.2016. The

expenditure on this account is to be booked under distribution system.
Other Finance Charges

IPCL has claimed an amount of Rs. 50.61 lakh towards finance charges being Non-
Convertible Debenture (NCD) issue expenses in Form 1.17(c) of the MYT petition
for 2017-18. Such expense is incidental to the issuance of NCD interest which has
been disallowed as explained at para 3.6.5.
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4.14

4.14.1 IPCL has claimed Rs. 2764 .54 lakh towards return on equity in 5

Accordingly, NCD issue expense for

Rs. 50.61 lakh is not considered by the

Commission. No amount has, thus, been considered under ‘other finance charges’

in the APR order for 2013-14.

Return on Equity

Control period,

i.e., FY 2017-18. As per audited annual report of IPCL for 2017-2018, actual equity
base at the beginning and end of the year 2017-2018 is calculated as follows in the

Table 4.8.a below:

Table-4.8 a Rs. in lakh
Particulars 2013-14 2014-15 2015-16 2016-17 2017-18
A. Opening Balance
1 Share Capital 9737.90 9737.90 9737.90 | 9737.90 9737.90
2 Free Reserve:
a Share Premium 0.00 0.00 0.00 0.00 0.00
b General Reserve 170.04 170.04 436.68 436.68 436.69
c Surplus | 230312 4736.63 6271.55 | 8471.56 | -11453.51
3. Total (1+2a+2b#2c) - 12211.06 14644.57 16446.13 | 18646.14 -1278.92
4. Less: Cost of lease hold land at corporate
office including registration charges | et iy ik i e
5 Total Actual Equity Base= (3)»4) | 1190215 14335.66 16137.22 | 18337.23 -1587.83
B. Closing Balance |
1 Share Capital | 9737890 9737.90 9737.90 | 9737.90 9737.90
2 Free Reserve: ,
a. Share Premium | 0.00 0.00 0.00 0.00 0.00
b General Reserve | 170,04 436.68 436.68 | 43669 436.69
¢ Supls B e 1145351 | 1081890
3. Total (1 +2a+2b+2c) 14644.57 16446.13 18646.14 | -1278.92 644,31
4. Less: Cost of lease hold land at Corporate
office including registration charges 308.91 308.91 308.91 308.91 308.91
8. Total Actual Eq uity Base= (3)-(4) | 14335.66 16137.22 18337.23 | -1587.83 -953.22
C. Netadmissible addition to total i
2cusi oquity base during the year | 243351 | 180156 | 220001 |  0.00 0.00
(B5-A5)
|

4.14.2 There is no Net actual addition 1o equity base during 2017-18 as observed in the

table above.
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4.14.3 Admissible average equity base

the year 2017 — 2018 comes to Rs. 11721 .45 lakh as under in Table 4.8.b:

for allowing returns to the licensees is computed in
terms of Form 1.20.a of Annex-1 to the WBERC Tariff Regulations as below: The
actual average equity base for the purpose of computation of return on equity during

Table 4.8 bRs.lakh

hi,l" Particulars 201314 2014-15 2015-16 2016-17 2017-18
Actual equity base at the

1 beginning of the year 11902.15 | 1433566 | 16137.22 1833723 |  18337.23
Admissible equity base at the

2 beginning of the year 9631.95 9477.56 9957.23 | 1173473 | 1173473
Actual addition to equity base

3 | during the year (from Table 4.8 243351 1801.56 2200.01 0.00 0.00
a above)
Actual equity base at the end of

4 the year (1+3) 1433566 | 16137.22 | 18337.23 18337.23 | 18337.23
Net Addition to the original cost

] of fixed assets during the year -514.62 1598.89 5924.99 1447 66 -88.52
Normative addition to equity =

6 base (30% of 5 ) -1564.39 479.67 1777.50 434.30 26.56
Addition to equity base

7 | considered for the year (lower -154.39 479.67 1777.50 0.00 -26.56
of 3 and 6)
Admissible equity base

8 | considered at the end of the 9477 .56 9957.23 | 1173473 11734.73 | 11708.17
year (2+7)
Average equity base for

9 | allowing returns on equity ( 2 9554.76 9717.40 | 10845.98 11734.73 11721.45
+8)/2

Addition to asset on account of J.K.Nagar Proj

ect has been considered excluding

asset on 220 KV LILO of Transmission & Communication line between STPS
&J.K.Nagar Sub station under the ownership of WBSETCL, the amount being Rs.
3860.97 lakhas detailed in para 4.11.2 (i) above.

4.14.4 Return of equity is computed on average equity base as determined and admitted in
Table 4.8.b above.
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4.14.5 As per regulation 5.4.2 of WBERC (Terms & Conditions of Tariff) Regulations, 2011,
for the purpose of determination of tariff on new capital expenditure after the
notification of the abovementioned Tariff Regulations, the debt-equity ratio shall be
70: 30. Accordingly, equity base of the 12 MW Dishergarh Power Station has been
computed in terms of the said Tariff Regulations of WBERC. The equity base of 12
MW Dishergarh power Station shall be 30% of admitted GFA for the plant which
comes to Rs. 1996.20 lakh, being 30% of admitted GFA of Rs. 6654 lakh. Similar
regulation prescribing debt equity ratio of 70:30 was incorporated w.e.f. 1.4.2006 for
new capital expenditure incurred after issuance of the said Regulations on
21.11.2005 vide regulation 4.4.2 in the repealed WBERC (Terms and Conditions of
Tariff) Regulation, 2005. The assets of distribution function are available in a clubbed
manner comprising of assets put to use prior to 1.4.2006 and after 1.4.2006 without
reference to the age of the assets. Accordingly, the opening equity base in respect
of Distribution function in MYT 2017-18 has been derived based on admissible
closing equity base as on 31.3.2014 of the admitted APR 2013-14 and computation
for the subsequent years as furnished in Table 4.8.b above. Based on the above,
the following cost center-wise allocation of equity base and return of equity for
generation and distribution functions are admitted in the fifth control period in 2017-
18 at Table 4.8.c below:

Table -4.8 ¢ Rs. lakh
Admissible Equity B
Paritilars mlsij,b 2%1?_%? i Average Equity 0:‘::;;5' Return admitted 1
Opening ! Fioslng Base of 2017-18 %) in MYT 2017-18
(1) (2) (3) (4)=1(2) + (3))/2 () (6) = (4)x(5)/100
Generation:
Dishergarh (New) 1996.20 1996.20 1996,20 15.50 309.41
Distribution 9783.53 o 9711.97 9725.25 16.50 1604.67
Total (Generation + !
Distribution) 11734.73 11708.17 11721.45 1914.08

4.14.8 IPCL is directed to allocate its equity base to its generating station and distribution
system based on the utilization of the same in acquiring fixed assets and to submit
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4.15

4.15.1

the same with the application for Annual Performance Review for the corresponding
years for necessary adjustments.

Depreciation

IPCL has furnished projection of depreciation for the year 2017-18 inrevised Form
E(B) asRs. 1529.85 lakh with break-up inForm B. As observed therein, IPCL has
considered depreciation during 2017-18 considering value of net depreciable assets
of Rs. 40322.04 lakh as on 1.4.2017 and Rs. 41250.05 lakh on 31.3.2018 after
deducting value of assets on Value of additional 3 floors of building at Salt Lake
(Kolkata) including the cost of air conditioning, plant and elevatoralong with value of
leasehold land at Salt Lake in Kolkata. Howeverthe Commission will admit
depreciation based on admissible value of fixed asset. Accordingly the Commission
will consider admissible value of fixed assets as worked out at Table 4.7.b in para
4.11.2. Corresponding proportionate admissible Depreciation has been worked out
on average admissible fixed assets based on opening Fixed assets and closing fixed
assets of Generation and Distribution function vis-a-vis depreciation worked out by
IPCL at Form B for respective functions. The Commission approved a cost of Rs.
6654.00 lakh for 12 MW Dishergarh new unit in 2" stage in case no. WBERC/OA-
129/11-12, Rest of the assets are considered as Distribution assets.

Based on the above facts, the Commission now determines the admissible
depreciation in Table 4.9.a below:

Table -4.9.a Rs. lakh

Sl. = Ik Projection as Admitted
No PRIk per Form-B amount
1 Generation assets
A__ | Opening Balance as on 1.4.2017 8882.68 £6654.00
B | Closing Balance as on 31.3.2018 8976.85 £6654.00
C | Average Assets employed during 2017-18 8929.77 6654.00
D | Depreciation : 329.36 24542
2 Distribution Assets
A | Opening Balance as on 1.4.2017 31966.27 24392.88
B__| Closing Balance as on 31.3.2018 32261.41 24698.21
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C__ | Average Assets employed during 2017-18 32113.84 | 2454555
D | Depreciation 1200.49 917.57
3. | Total Depreciation (1d+2d) 1529.85 1162.99

Note: Admitted value at SI. 1D and 2D has been computed as (projected depreciation
/ Projected Fixed assets x Admitted Fixed assets)

4.16  Advance Against Depreciation

IPCL has not projected any amount for Advance Against Depreciation in the fifth control
period, i.e., FY 2017-18. However, it has beenobserved from the revised Form - C
submitted vide IPCL letter dt 31.10.2019 that IPCL has projected repayment of loan
ofRs. 1393.16 lakh in respect of admissible borrowings as considered in para4.11.2 (i),
(i) and (jii) during the years 2017-18 comprising of Rs. 444 .44 lakh for Generation
Function and Rs. 948.72 lakh for distribution function. Out of the loan repayment of Rs.
948.72 lakh for distribution function a sum of Rs. 300.07 lakh is attributable 10200 kV
D/C LILO of Santaldih — Durgapur Transmission Line under the ownership of WBSETCL
as worked out based on proportionate loan drawn against proportionate project cost of
such Transmission & Communication lines against total cost of 220/33 KV J.K.Nagar
Substation with associated Transmission system as approved by the Commission.
Such repayment will not count for computation of advanced against depreciation or
interest credit as detailed under paragraph 4.1 1.2(ii) above.

The Commission also admitted depreciation for Rs. 1162.99 lakh in para.4.15 of this
order comprising ofRs 245.42 |akh for generation function and Rs. 917.57 lakh for
distribution function in fifth control period, i.e., 2017-18. Thus, in terms of regulation
5.6.3 of the Tariff Regulations, no advance against depreciation is allowable in 2017-18
in terms of formulation prescribed at Form 1.17 (e) of Annex | of WBERC Tariff
Regulations, 2011 as in Table 4.9.b below:

Cert¥ied true Cepy
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4.17.1

4.17.2

Table-4.9. b Rs. lakh
Sl. No. ___ Particulars Amount

1 Total allowable repayment of loan with proportionate adjustement of 1093.09
220 kV LILO of Santaldih-Durgapur line of WBSETCL '

2 1/10" of original loan amount net of disallowed loans 993.13

3 Maximum permissible amount of loan repayment restricted to 1/10% 993 13
of original admitted loan '

4 Depreciation as admitted 1162.99

5 Allowable Advance Against Depreciation Nil
(SI.3-814)

Taxes on Income/ Profit

IPCL has projected a sum of Rs. 924 45 lakh in their main petition dated 22.3.2017.
However, IPCL has revised their projection at Rs. 760.73 lakh towards income tax
during2017-18 in their revised Form E(B) as submitted on 18.1.2019 based on
actuals. IPCL has not furnished any break-up of such submitted figures. It has
beenobserved from the note 42 of Annual Financial Statement for the year 2017-
18 that IPCL has recognized a sum of Rs. 660.75 lakh as current year's tax in 2017-
18. In terms of regulation 5.13 of the Tariff Regulations, the taxes payable on
income stream from the core business of the applicant and other taxes under the
provisions of Income Tax Act are recoverable as pass through from the consumers.
The Commission, therefore, allows the current year's tax as recognized in the
Annual Financial Statement for the year 2017-18 as Taxes on Income. The
Commission, accordingly, admits Rs. 660.75 lakh.

The admitted taxes on income for IPCL are allocated to generating station and
distribution system in the ratio of the admitted ROE of Rs 309.41 lakh for
generation function and Rs 1604.67 lakh for distribution function at Table 4.8 C
above and allocated inTable 4.10 below:

Certiiad true Copy
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Table 4.10
Rs. lakh
SI. No. [ Particulars 2016-17
1 Generation 106.81
2 Distribution systems including Transmission 553.94
3 Total (3=1+2) 660.75

4.17.3 The Commission directs IPCL to furnish the following documents in a
comprehensive manner along with the APR petition for the year 2017-18 and also
for subsequent years -

i) Final Assessment Orders as available for the years,which are yet to be
submitted to the Commission.

i) Audited Certificate in regard o Income Tax Assessed and Income Tax paid with
corresponding credit of Income Tax received from 2010-11 to 2017-18.

4.18  Reserve for unforeseen Exigencies

4.18.1 IPCL has not claimed any sum on account of Reserve for unforeseen exigencies in
MYT 2017-18. In terms of regulation no. 5.11 of the Tariff Regulations, generating
companies and the licensees may provide and maintain a reserve up to 0.25% of the
value of the gross fixed assets at the beginning of the year annually for dealing with
unforeseen exigencies subject to an overall ceiling of 5% of such gross value of fixed
assets. Accordingly, IPCL was allowed the amounts undernoted provisions in the
tariff orders since 2006 — 2007 as inTable-4.11 below:

Table- 4.11
Financial Years Order Reference Amount (Rs. in lakh)
2006 - 2007 | Order dated 15.09.2008 in Case No, APR-4/07-08 21.30
2007 - 2008 | Order dated 28 .05.2009 in Case No. APR-6/08-09 23.37
2008 -2009 | Order dated 26.07.2010 in Case No. APR-12/09-10 26.01
2009 - 2010 | Order dated 24.08.2012 in Case No. APR-19/10-11 30.90
2010-2011 | Order dated 26.03.2013 in Case No. APR-24/11-12 32.11
2011 -2012 | Order dated 10.09.2013 in Case No. APR-33/12-13 34.74
2012-2013 | Order dated 02.12.2019 in Case No, APR-41/13-14 22.99
West Bengal Electricity Regulatory Commission 50
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4.18.2

4.18.3

4184

2013-2014 | Order dated 14.02. 2013 in Case No. TP 51/11-12 | 88,04
2014-2015 | Order dated 21.07.2018 in Case No. TP 58/13-14 | 90.76
2015-2016 | Order dated 21 07.2016 in Case No. TP 58/13-14 11169 |
2016-2017 | Order dated 21 07.2016 in Case No. TP 58/13-14 130.22

Total 612.13

It is evident from the audited Balance Sheet of IPCL as on 31.03.2018 that the
amount of reserve for unforeseecn exigencies stands at Rs. 900.22 lakh which
includes an amount of Rs. 282 97 lakh being reserve created out of interest earned
through investment as ‘unforeseen exigencies reserve interest’. The investment for
unforeseen exigencies reserve along with ‘unforeseen exigencies reserve interest
stands at Rs. 391.31 lakh as on 31.3.2018 as per financial statement of 2017-18
submitted by IPCL. Such investiment falls short by anamount of Rs. 612,13 lakh as
allowed to IPCL so far as furnished at table 4 11 above.

The Commission decides that for the fifth control period, no amount will be
considered under the head ‘reserve for unforeseen exigencies' in order to have
lesser impact on tariff increase.

IPCL is, however, directed to ensure that investment of the amount so far created
under the head must be done in accordance with the provisions of the
TariffRegulations. In the event of failure to comply with the provisions of the referred
regulation, double the amount allowed for the purpose will be deducted from the
amount of return on equity, allowed to IPCL, during Annual Performance Review of
any succeeding years in terms of regulation 5.11.2 of WBERC Tariff
Regulations,2011. Income from such investments of Reserve for Unforeseen
Exigencies as was previously directed shall be reinvested for the same purpose and
shall be shown separately in the application of APR or tariff, as the case may be,
supported by necessary audited data for any year. Moreover, this income should not
be considered under income from non-tariff sources for determination of Net
Aggregate Revenue Requirement in APR or tariff for any year.
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4.19

4.19.1

4192

Interest on Working Capital

IPCL has submitted a claim of Rs. 1075.81 lakh in Form-C for 2017-18 as per actual.
IPCL has utilized cash credit from Scheduled Commercial banks and short-term loan

from Financial Institutions to meet the requirement of working capital during the year
2017-18.

In terms of regulation 5.6.5.1 of the Tariff Regulations, working capital requirement
shall be assessed on normative basis @ 10% on summation of annual fixed charges,
fuel cost and power purchase cost reduced by non-cash expenses, viz., depreciation,
return on equity, bad debt writien off, reserve for unforeseen exigencies, cash
security deposit taken from consumers etc. Accordingly, working capital requirement
comes to Rs. 932 55 lakh as at s|. 12 of table 4.12.a below. As per regulation 5.6.5.2
of the Tariff Regulations, as amended, the admissible amount of the interest on
working capital comes to Rs. 105.66 lakh as at sl. 13 of table 4.12.a below
considering weighted average interest of 11.33% being lower than the short term
prime lending rate of State Bank of India @ 14.05% as on 01.04.2016 applicable for
this purpose as follows in Table -4 12 a-

Sl. Amount
No. Particulars {Riﬂ‘r? llj:lfh} (Rs. in lakh)
1 gu%l & Power Purchase Cost as admifted in paragraphs 3.9 and 27378.70
Net Fixed Charges excluding Interest on Workin Capital
2 | Ghonms 38 s 1 Y
3 | Total (1+2): = 38400.88
4 Return on Equity 1914.08
5 | Depreciation 3 1162.99
6 | Advance against Depreiation 0.00
7__| Reserve for Unforeseen Exigencies
8 | Provision for Bad Debt M 0.00
9 | Total (4 to 8): Eie = 3077.07
10 | Balance (3-9) = s 3532381
|11 | Normative requirement of Werking Capital (10% of 9) 3532.38
11| Security Deposit held at rhe_i:_:@&‘-i:gning of the year 2599,83
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12 | Requirement of working capital (S1. 10 -8l 11) 932.55

13 | Interest allowable @ 11.33% on &1, 12 above 105.66

14 | Actual amount of interest on Working Capital as per Form - C 1075.81

15 | Admissible amount of Interest on Working Capital for the 105.66
year 2013-14 (lower of SI. 13 and SI. 14)

4.19.3 The Commission, thus, admits interest on working capital for an amount of Rs.105.66
lakh in MYT 2017-18 with the allocation to generation and distribution functions in

the same ratio of net revenue requirement excluding interest on working capital (Rs
3631.74 lakh for Generation function and Rs 34874.80 lakh for Distribution function),
and furnished as in Table 4 12.b helow:

Table 4.12 b Rs Lakh
o Rs Lakhs

A Generation-Dishergarh
1 Fuel Cost = 1627.31
2 Net Fixed Cost 2004 .43
3 Net ARR (A1+A2) 3631.74
B Distribution
1 Purchase of Power Cost 25751.39
2 Net Fixed Cost 9123 .41
3 Net ARR (B1+B2) 34874.80
D Total Net ARR (A3+E3) 38506.54
E Allocation-Interest on working Capital
1 Dishergarh (A3/D * E3) 9.97
2 Distribution (B3/D * £3) 95.69
3 Admitted Interest on Capital 105.66

4.20 Other Non-Tariff Income
4.20.1 IPCL has projected a sum of Rs. 214.10 lakh as income other than sale of energy at
revised Form 1.26 submitted vide letter dated 31.10.2019. However, such income

other than sale of energy arising out of non-tariff sources has been reported at note

34 and note 33.2 of the audited annual accounts for 2017-18. Such income from the
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4.20.2

non-tariff sources, are discussed helow in sequence with break-up as available from
the audited accounts of IPCL for 2017-18.

Other Miscellaneous Income: A= per note 34 of the financial statement for the year
ended on 31% March 2018 other income has been reported to beRs. 1026.59 lakh.
Such other income of Rs. 1026 .59 lakh includes miscellaneous items besides
interest income on two items, as (i) interest on non-current investments in bonds and
securities of Rs. 21.57 lakh and (i) interest on deposit and others for Rs. 233.70 lakh.
According to note 34.1 of the notes on financial statement for the year ended on 31%
March 2018, such interest income includes the earning of Rs. 58.89 lakh as interest
from the investment of reserve for unforeseen exigencies, which is required to be
included in the specific reserve fund only. Since earnings from investment of reserve
for unforeseen exigencies are to b= included in the specific reserve fu nd, any income
from such investment is not considered as income from investment. Accordingly, the
balance amount under Interest on Fixed Deposits & others for Rs 196.38 lakhs (Rs
21.57 lakh+Rs 233.70 lakh-Rs 52.89 lakh) isalso not considered since the same is
arising out of surplus investment of NCD. It hasalso been observed that a sum of Rs.
3.58 lakh has been reported as cain on fair valuation of Mutual Funds. Such gain
arising out of fair valuation being an accounting adjustment with no impact on tariff
is not considered prior to redemption. As such, the Commission admits Rs. 767 .64
lakh ( Rs. 1026.59 lakh — Rs. 58 89 lakh — Rs 196.38 lakh — Rs. 3.58 lakh) towards
other income for fifth control period, i.e., FY 2017-18 based on audited actuals of
2017-18 for deduction from gross =llowable fixed charges as below inTable 4.13 with
allocation to distribution function =s proposed by IPCL:

Table-4.13 Rs.lakh
o Amount in
Sl. Particulars
No. Rs. Lakh
1 Interest Income on non-current investments in Bonds and 1 57
Securities A58 '
2__| Interest Income on Depasits 2nd others 233.70
West Bengal Eleciricity Regulatory Commission 54
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3 | Intereston Income Tax reful.-': 48.76
4 | Interest income on unwinding of financial instruments 609.56
5 | Gain on fair valuation of Mutual Funds 3.58
6 | Gain on foreign exchange fluctuation 26.44
7 | Dividend Income on non-current investment 10.34
8 | Rent received 9.28
9 | Insurance Claim Received 55.27
10 | Misc. Receipts 577
11 | Profit on sale of storesu'isgr._nrﬁ 2.32
12 | Total: (S.11081.11) 1026.59
Less =
13 | Interest Income from Reserve for unforeseen exigencies 58.89
14 | Interest Income on Deposits & Others 196.38
15 | Gain on fair valuation of Mutual Funds 3.58
16 .::r_niss!;si‘::; Other Miscellaneous Income (SI. 12 - SI. 13- SI. 767,74

4.20.3 Other Non-Tariff Income from Operation

As per note 33.2 of the financial statement for the year ended on 315 March 2018,
other operating income has been reported to beRs. 3364.61 lakh. This includes a
sum of Rs. 3109.40 lakh for liabilities no longer required and written back which is
an accounting adjustment with 1o impact on tariff. Accordingly, the Commission
admits Rs. 255.21 lakh (Rs 3364.61 lakhs- Rs 3109.40 lakhs) towards other non-
tariff income from operation for 2017-18 based on audited actuals of 2017-18.

4.20.4 IPCL is directed to fumish delails of Interest income on deposits and others
specifying the amount attributable to investments related to NCD.

421 Interest Credit

4.21.1 IPCL has not projected any amount for Interest Credit in the fifth control period, i.e.,
FY 2017-18. However, it has becn observed from the revised Form — C submitted
vide IPCL letter dated 31.10.2019 that IPCL has projected repayment of loan of Rs.
1393.16 lakh in respect of admissible borrowings as considered in para4.11.2 (i), (ii)
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and (iii) during the year 2017 - 18, comprising of Rs. 444 44 |akh for Generation
Function and Rs. 948.72 lakh for distribution function.

Out of the loan repayment of Rs 948.72 lakh for distribution function, a sum of Rs.
300.07 lakh is attributable to 220 KV Transmission & Communication line between
STPS &J.K.NagarSub station urder the ownership of WBSETCL as worked out
based on proportionate loan drawn against proportionate project cost of such
Transmission & Communication lines against total cost of 220/33 KV J.K.Nagar
Substation with associated Transmission system as approved by the Commission.
Such repayment has not been considered for computation of Interest Credit.The
Commission has admitted depreciation for Rs. 1162.98 lakh in para.4.15 of this order
comprising of Rs. 24542 lakh for generation function and Rs.917.57 lakh for
distribution function respectively in the fifth control period, i.e., FY 2017-18.

In terms of regulation 5.5.3 of the Tariff Regulations, where the actual amount of loan
repayment in any year is less than the amount of depreciation admitted bythe
Commission, an interest credit =t the rate of weighted average cost of debt is
provided on such excess depreciation charged, i.e., outstanding loan on the amount
of excess depreciation in terms of formulation prescribed at Form 1.17 (g) of Annex
| of WBERC Tariff Regulations, 2011 as in Table 4.14 below.

Table 4.14 Rs. lakh
SI. No _ Particular 2017-18

1 Depreciation allowed under paragraph 4.15 1162.99

2 Repayment of loan videS| 1 2,3 of Table 4.7.a read with 1093.09
parad212above

3 Excess depreciation admitied -] (1)-S] (2) 69.90

4 Weighted average cos! of cebt 11.67% |

5 Interest credit admitied by (e Commission on excess The
depreciation SI(3)* Sl (4) 8.16

Admitted amount is allocated between Generation function as Rs 1.72 lakh and for
Distribution function as Rs. 6.44 l:kh. based on admitted depreciation of Rs 245.42
lakh for generation function and s 917.57 lakh for distribution function.
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422 Admissibility of recovery of Full Capacity Charges based on availability:

4.22.1 The ARR of IPCL for MYT 2077-18 including FPPCA and Fixed Cost has been
allowed mainly based on actuals of 2017-18 as submitted by IPCL inForm E(B) on
18.11.2019. Actual figures of Plant Availability Factor (PAF) has been submitted by
IPCL of their dated 31.10.2019. Normative PAF
DishergarhNew generating station for 2014 — 15 onwards, has been set as 85% in
the WBERC (Terms and Conditions of Tariff) (Amendment) Regulations, 2013. In
Form 1.1 submitted on 31.10.201% for MYT 2017-18, PAF of Dishergarh generating
station has been furnished as 55.00%. The Commission,accordingly, considers

inForm 1.1. letter i.r.o.

recovery of capacity charge for [lishergarh generating station on the basis of actual

PAF vis-a-vis normative PAF.

4.22.2 On the basis of aforesaid observation, the Commission decides to allow recovery of
capacity charges to the extent of the PAF actually achieved vis-a-vis normative PAF
in respect of Dishergarh Generating Station. Accordingly, capacity charge in respect
of 12 MW Dishergarh generating station is admitted for Rs. 1435.95 lakh following
provisions of Regulation 6.11 4.(i)of Tariff Regulations, 2011 as amended.,
disallowing capacity charges of [<s. 568.48 lakh as shown in Table4.15 below:

Table-4.15
Rs. lakh
Admitted z
Generating | Target | Actual | Shortfall in Ci:':::lgr Capacity iar:):r;':y
Station PAF (%) | PAF (%) | percentage 2017 - 18 Charge for dhiliowed
b 2017 -18
| (= (e)
(@) (b) (c) (d) () (0.5+35 /(b)) x (9)= (0-(e)
IS ((c) /70)
Dishergarh 85 55.00 | 30.00 2004.43 1435.95 568.48

4.22.3 Since the actual PLF achieved in Dishergarh generating station (55.00%) is lower

than the targeted PLF, no incentive in terms of paragraph no. 1 of the schedule — 10
to the Tariff Regulations, is allowed.

West Bengal Elcciricity Regulatory Commission
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423 Fixed Charges as Admitted;

4.23.1 Based on the foregoing analysis, allowable fixed charges under different heads after
adjustment of other incomes in respect of Dishergarh generating stations and
distribution function of IPCL for the year 2017 — 2018 comes to Rs. 11127.84 lakh

as shown in the Annexure 4A enclosed.

4.23.2 Net admissible amount of fixed charges of IPCL for the year 2013 — 2014 in respect
of Dishergarh and Chinakuri gencrating stations as well as distribution function has
been arrived at Rs. 10559.36 lakh after deducting the amount specified in
paragraphs 4.22.2 above and cos -center wise allocation of admissible fixed charges
are as follows in Table-4.16:

Table-4.16 Rs. lakh

Sl Descrivtion Generation Distribution Total

No P Admitted Admitted Admitted
1 |Net Fixed Charges(Refer Annexure -4A) 2004.43 9123.41 11127.84
2 |Fixed Charges disallowed 568.48 0.00 568.48
3 |Admissible Fixed Charges 1435.95 9123.41 10559.36

- :
. A & G
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Admitted Fixed Charges

ANNEXURE - 4A

Rs.lakh
S| Generation-
[ ITEM Dishergarh Distribution TOTAL
No.
(New)
1 Employee Cost 634.80 4309.13 494393
2 | Water Charges 3.55 0,00 3.55
3 | Coal & Ash Handling Expenses 84.99 0.00 84.99
4 Operation & Maintenance Expenses including consumables 86.16 904,32 990.48
and payment to contract labour
Interest on Capital Borrowings including interest on
5 Nsrmative:dabt 504.70 158219 2086.89
6 | Interest on Consumers' Security Deposit 0.00 155.99 155,99
7 | Interest on Working Capital 9.97 85.69 105.66
8 Other Finance Charges 0.00 0.00 0.00
8 | Lease Rental (for generating station) 0.00 0.00 0.00
10 | Rent (for generating station) 13.08 13.08
11 | Insurance Premium 7.26 29.30 36.56
12 | Depreciation 245.42 817.57 1162.99
13 | Advance Against Depreciation 0.00 0.00 0.00
14 | Bad Debts 0.00 0.00
15 | Reserve for unforeseen Exigencies 0.00 0.00
16 | Taxes as per Income Tax Act 106.81 553.94 660.75
17__| Return on Equity 309.41 1604.67 1914.08
18 | Gross Fixed Charges for the year (SUM = 1 to 16) 2006.15 10152.80 12158.95
Less: Adjustment
19 | OtherNon-Tariff Income 0.00 255.21 255.21
20 | Other Miscellaneous Income 0.00 767.74 767.74
21 | Interest credit 1.72 6.44 B.16
22 | Total (B 18t0 B 21) 1.72 1029.39 1031.11
23 | Net fixed charges (18 - 22) 3 2004.43 9123.41 11127.84
24 | Capacity charges disallowed 568.48 0.00 568.48
25 | Admitted fixed charges (23 - 24) 1435.95 9123.41 10559.36
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5.2

5.3

CHAPTER -5

SUMMARIZED STATEMENT OF AGGREGATE REVENUE

REQUIREMENTAND REVIENUE RECOVERABLE THROUGH

TARIFF FOR THE YEAR 2017 — 2018

Based on the analyses and findings recorded in the foregoing chapters the
Commission is now drawing the statements of Aggregate Revenue Requirements
(ARR) for the fifth control pericd covering the year 2017 — 2018, Such summarized

statements are given in Annexure 5 to this chapter.

The Commission in its order for APR 2012- 2013 dated 02.12.2019 in Case No. APR-
41/13-14 has determined that the amount of Rs. 2035.70 lakhhas been recovered
by IPCL in excess of admissibie revenue as determined by the Commission for the
year 2012-13. In the same order, the Commission specified that, the entire amount
of Rs. 2035.70 lakh or a part thereof shall be adjusted with the ARR of 2017-18 or of
any other ensuing years as may be decided by the Commission and such decision
will be given in tariff order of 2017-18 or of any of the following years.Now,
considering the facts that, 5" control period consists of a single financial year (FY
2017-18) and ARR during 2017-18itself being less than that of 2016-17, the
Commission finds it prudent to adjust the APR adjustment amount of Rs. 2035.70
lakh in subsequent years.

Accordingly, the Commission has worked out the revenue recoverable through tariff
from the consumers and average tariff for the year 2017-2018 and the same are as
follows:

AVERAGE TARIFF FOR 2017 - 2018

SI. No. Particulars Unit Total

1 Aggregate Revenue Requirement (ARR) for 2017 - 2018 (As In Rs.lakh 37938.06
per Annexure 5) o

4 | Energy sale to the consumer MU 705.14

5 Average tariff for the consumers (81.1 x 10 + SI. 2) Paisal kWhr 538.02
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5.4 The Commission provides the d=tailed tariff schedule and associated terms and
conditions of tariff for 2017-18 in Chapter -6 of this order.
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ANNEXURE - 5

TOTAL AGGREGAT= REVENUE REQUIREMENT

Rs. lakh
B ITEM Amount Admitted
No.
1 | Fuel Cost 1627.31
2__| Purchase of Power Cost 25751.39
3 | Employee Cost 4943.93
4 | Water Charges = 3.55
5 | Coal & Ash Handling Expenses £ 84.99
6 | Operation & Maintenance Expense for Generation 86.16
7 Operation & Maintenance Expenses for Distribution including 904.32
consumables and payment to contract labou ;
8 | Lease Rental (for generating station) 0.00
9 | Rents (for generating station) =i 13.08
10 | Insurance Premium s 36.56
11 | Interest on Capital Borrowings (including inte-est on normative debt) 2086.89
12| Interest on Consumers' Security Deposit 165.99
13 | Interest on Working Capital 105,66
14 | Other Finance Charges iZe 0.00
15 | Depreciation 1162.99
16 | Advance Against Depreciation 0.00
17 | Bad Debts 0.00
18 | Reserve for unforeseen Exigencies 0.00
19 | Taxes as per Income Tax Act 660.75
20 | Return on Equity 1914.08
21 | Gross Revenue Requirement (SUM = 1 to 20) 39537.65
Less: Adjustment B
22 | Other Non-Tariff Income 255.21
23 | Other Miscellaneous Income I 767.74
24 | Interest credit 8.16
25 | Total (SUM = 22 to 24) 1031.11
26 | Net Total Revenue Required (21 - 24) 38506.54
27 | Capacity charges disallowad 568.48
Net Total Revenue Required considering c'isallowable capacity
% | charge (3. 373 P 37938.06
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6.1

8.2

6.3

6.3.1

6.3.1.1

CHAPTER -6

TARIFF ORDER FOR 2017-2018

As mentioned in the previous chapters, the Commission, in accordance with the
Tariff Regulations, has determined the Aggregate Revenue Requirement (ARR) for
the fifth control period covering the year 2017 — 2018 and the revenue recoverable
through tariff during the year 2017 — 2018. The Commission has also determined the
average tariff for the consumers for 2017 — 2018. The tariff schedule applicable to
the consumers in 2017 — 2018 and the associated terms and conditions has
beenincludedin this chapter.

IPCL in their petition has proposc=d a new consumer category for 11kV consumers
who may opt for taking supply at 23kV as a "GROUP” and where consumers applying
in group have to upgrade their internal infrastructure to 33 kV. IPCL has mentioned
that, there will be such other conditions which are being framed by them. In the
existing Tariff Regulations under Annexure-C1, the applicable class/category of
consumers for tariff purpose has heen specified, based on voltage level and nature
of supply. Thus, the Commission restricts the consumer category to the extent
allowed in the Tariff Regulations. The tariff schedule as applicable to the consumers
in the year 2017 — 2018 is given at Annexure-6A1 for LV and MV consumers and at
Annexure - 6A2 for HV and EHV consumers.

Details of different tariff schemes of different classes of consumers and various
associated terms and conditions are specified in various regulations and in Annexure
C1 and Annexure C2 of the Tariif Regulations. Other associated conditions of the
tariff for 2017 — 2018 shall be as (ollow:

Load Factor Rebate / Surcharge

Load factor rebate and load facior surcharge shall continue at the prevailing rate
and conditions for those categor es of consumers to whom these were applicable
during the period.
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Tariff Order of IPCL for the year 2017 - 18

6.3.2

6.3.2.1

6.3.2.2

6.3.2.3

6.3.3

6.3.3.1

6.33.2

6.3.4

6.3.5

6.3.6

B.3.7

Fixed / Demand Charge:

The fixed charge shall be applicable to different categories of consumers at the
rates as shown in Annexure 6A 1 of this tariff order.

The demand charge shall be apylicable to different categories of consumers as per
rates shown in Annexure 6A1 and Annexure 8A2 of this order on the basis of
recorded demand as specified in regulation 4.3.3 of the Tariff Regulations subject
to the conditions as specified in the Tariff Regulations.

When a new consumer gets connected to the system, the computation of fixed
charge or demand charge for that month shall be made pro-rata for the number of
days of supply in that particular month.

Power Factor Rebate / Surcharqe:

The power factor rebate and suicharge shall continue to be at prevailing rate and
conditions for those categories o consumers to whom these were applicable during
the period.

The rebate and surcharge against different time period shall be reflected in the bill
separately and shall be treated separately

For short term supply, emergency supply and for supply of construction power, there

shall be no rebate or surcharge for load factor and power factor.

Subject to the condition as specified in regulation 4.13 of the Tariff Regulations, the

minimum charge shall continue a! the existing level for all consumers.

All existing charges relating to i =ter rent, meter testing, meter replacement, fuse

call charges, disconnection and reconnection etc. shall continue.

A consumer opting for pre-paid meter shall not be required to make any security
deposit for the energy charge.
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Tariff Order of IPCL for the year 2017 - 18

6.3.8

6.4

6.5

6.6

6.7

6.8

The year 2017-18 is already over thus, for a consumer the applicable rate of short-
term/ temporary supply shall be 2! the same rate at which he/she had already been
charged or the rate that is prevailing prior to issuance of this order.

All statutory levies like Electricity Duty or any other taxes, duties etc. imposed by the
State Gowt. / Central Govt. or any other competent authority shall be extra and shall
not be a part of the tariff as determined under this tariff order.

For all consumers, excluding consumers having pre-paid meters, rebate shall be
given @ 1% of the amount of the bill excluding meter rent, taxes, duties, levies and
arrears (not being the arrears due to revision of tariff) if the payment is made within
the due date.

In addition to the rebate under poragraph 6.5 above, if the payment is made within
due date, then an additional rebatz of 1% of the amount of the bill excluding meter
rent, taxes, duties, levies and arrears (not being arrears due to revision of tariff)
would be allowed to the consumiers who would pay their energy bills through e-
payment facility (through website by using net banking, debit card, credit card,
electronic clearing scheme) on introduction of it by the petitioner through notification

in the newspapers in future. Such rebate will be allowed prospectively after the date
of issuance of this order. This rebale will be given after giving effect under paragraph
6:5.

Delayed payment surcharge sha! be applicable as per regulation 4.14 of the Tariff
Regulations.

All the rates and conditions of ta//ff for 2017 - 2018 are effective from 01.04.2017
and onwards except where specilic date is mentioned. The rate will continue till the
nexttariff order issued bythe Commission. For 2017-18, the consumers shall have to
pay the rates mentioned in Annexure 6 A1 and Annexure 6 A2 of this order excluding
the Monthly Variable Cost Adjustinent (MVCA), if any, realized by IPCL.
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Tariff Order of IPCL for the year 2017 - 18

6.9

6.10

6.11

6.12

6.13

IPCL is directed to make adjusiments, if any, for over recovery or under recovery for
the year 2017-18 from respective consumers as per the tariff declared under this
order vis-a-vis the actual amoun! paid by the consumer during the period. Such
adjustment shall be made in 12 (twelve) equal monthly installments through
subsequent energy bills and such adjustment will start from the energy bills raised
on or after 01.01.2021.

There shall be no separate monihly variable cost adjustment (MVCA) for the year
2017-18. The MVCA realized during the year 2017 — 2018, if any, shall be adjusted
in computation of adjustments for over/under recovery as mentioned in paragraph

6.9 above. However, IPCL shall be entitled to realize MVCA in terms of Tariff

Regulationsfor any subsequent p=riod after issuance of this order.

For any pre-paid and TOD taiii’ scheme, other charges shall be the charges
applicable to the consumers under respective category of non-TOD tariff,

Optional TOD tariff scheme for | T Commercial, LT Industrial and LT Public Water
Works categories of consumers having minimum contract demand of 30 KVA, shall
continue and energy charge undar such scheme shall be computed according to
regulation 4.12 of the Tariff Regu/-lions, wherever applicable, if no tariff rate for such
consumers are mentioned in the tariff schedule.

An applicant for short term supplic = through pre-paid meter shall have to comply with
all necessary formalities for obtairing supply including payment in accordance with
the Regulations made by the Corimission. The same will be subject to the following
conditions:

a) provision of requisite meter sccurity deposit to be kept with licensee:

b) provision of space for insiuling weather-proof, safe and secure terminal

services apparatus to protect =ophisticated meter: and

¢) availability of prepaid-meter of appropriate capacity.
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6.14

6.15

6.16

6.17

6.18

6.19

6.20

To avail the rate for street lighing with LED [(Rate D(8)], the supply should be
metered and all the street lights under the same meter shall be illuminated with LED.

For mixed type of street lights uncer single meter the rate D(1) shall be applicable.

For a consumer with prepaid metcr who has purchased voucher prior to the date of

issue of this order, the existing voucher will continue till such voucher is exhausted.

No other rebate shall be applicali e except which are specifically mentioned under

this order or in any regulation(s)

Any matter, which has not been explicitly mentioned in this order, shall be guided by
regulations 2.9.8 and 2.9.9 of the Tariff Regulations subject to fulfiling condition
under paragraph 6.16.

The petitioner shall clearly indicale in the consumer/consumer's bill (a) the amount
payable in terms of the tariff determined by the Commission (b) the amount of the
state government subsidy if any @#nd (c) the net amount payable as per provisions of
the Tariff Regulations.

This order passed by the Commi sion shall be subject to any order which may be
passed by the Hon'ble Division Bench in High Court at Calcutta in MAT 1643 of 2015.

Itis open to the State Government (o grant any subsidy to any consumer or any class
of consumers in the tariff determined by the Commission for the petitioner. If at all
any such subsidy under the provisions of the Act is intimated to the petitioner and to
the Commission by the Government of West Bengal with clear indication of the
consumer or class of consumers (0 be subsidized and the amount of the subsidy
proposed to be given is paid in avance, the tariff of such consumer and / or the
class of consumers shall be deciied to have been reduced accordingly as will be
indicated by the State Government. However, such direction of the State
Government shall not be operative tiil the payment is made by the State Government
in accordance with the provisions of the Act and the Regulations made thereunder,
and the tariff as fixed by the Commission shall remain applicable. In accordance with
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6.21

the Tariff Regulations, the State Covernment is required to communicate within 15

days from the date of receipt of a t=riff order, whether it shall give any subsidy to any
group of consumers etc.

The petitioner shall present to the Commission a gist of this order in accordance
with regulation 2.9.6 of the Tariff Regulations within seven working days from the
date of receipt of this order for approval of the Commission and on receipt of the
approval, the approved gist shall bz published in terms of aforesaid regulation

within four working days from the date of receipt of the approval of the
Commission.
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7.2

7.3

7.4

CHAPTER -7
DIRECTIVES

The Commission has given some directives in different paragraphs in Chapter-3 and
Chapter-4 of this order while determining the variable cost and fixed cost of IPCL for
the FY 2017 - 18. IPCL shall comply with those directives. IPCL shall also comply with
the following directives. The Commission has also given directions under Chapter 9 of
the Tariff Order for the years 2014-15, 2015-16 and 2016-17 in respect of IPCL as
well as the directions issued from time to time. These are required to be complied with
by IPCL.

Now, the Commission issues the following directions to IPCL in the instant Tariff Order:

While submitting APR application of any year, IPCL shall submit the certificates of the
annual accounts of the said year certified by the statutory auditor for the following
parameters:

(a) List of expenditure arising on account of penalty, fine and compensation due to
non-compliance of any statue or statutory order along with the reasons for each of
such type of penalty, fine and compensation separately.

(b) A reconciliation certificate showing head-wise expenditure claimed in Form E(B)
vis-a-vis the amount reflected in the Audited account of IPCL.

In case of expenditure over and above the admitted amount under any uncontrollable
factor in this tariff order on account of fixed charges, IPCL has to justify in detail such
higher expenditure with supporting documents and evidence while submitting APR
application of FY 2017 — 18.0n the basis of those, the Commission will take its decision
during truing up exercise and it may be noted that without sufficient justification, the
excess expenditure may not be admitted in the APR either fully or parily. Similarly, for
controllable factors, wherever applicable, for the same reasons, supporting documents
and evidence are to be submitted to justify their claim. While truing up any

uncontrollable factor on account of fixed charges, the actual business volume
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7.5

7.6

1T

7.8

7.8

parameter and actual inflation rate to which such uncontrollable item is sensitive to,
will be considered in the same manner and principle as determined under the tariff
order subject to the limitation as per the Tariff Regulations. However, wherever
applicable, the percentage ratio of increase in expenses on any item and the increase

in sensitivity parameter will remain the same as that mentioned in this tariff order.

IPCL shall submit an audited statement showing the consumer category-wise
adjustment in terms of recovery / refund (arising out of the direction given under
chapter 6 of this order) along with the APR application for 2017 - 18.

IPCL shall take appropriate measures to comply with the Renewable Purchase
Obligation in terms of RPO target specified by the Commission under West Bengal
Electricity Regulatory Commission (Co-generation and Generation of Electricity from
Renewable Sources of Energy) (First Amendment) Regulations 2020.

IPCL is directed to furnish a report regarding their readiness to supply all consumers
under their area of supply within 30 days from the date of this order failing which the
Commission shall take appropriate action as per provisions of the Act and Regulations
framed thereunder.

IPCL shall come up with their investment proposal, as per provision of the Tariff
Regulations, if any, required to build up infrastructure to give electric supply to all

consumers including low and medium voltage consumers under their area of supply.

IPCL is directed to ensure the following in terms of para 4.10 of FPPCA and APR Order
of IPCL for the year 2013-14:

(i) there shall be no procurement of coal other than linkage or direct e-auction from
CIL without prior approval of the Commission.

(i)  transparent competitive bidding should be the mode of procurement of power by
the licensee and any exception shall be only with prior approval of the
Commission.
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710 IPCL is also directed to submit their APR and FPPCA petition for the year 2017-18

within three months from the date of issuance of this order.

Sd/- Sd/- Sd/-
PULAK KUMAR TEWARI DURGADAS GOSWAMI SUTIRTHA BHATTACHARYYA
MEMBER MEMBER CHAIRPERSON
DATE: 28.01.2020
Cone i
i .——'/’(_
(SMBAL KANTI DAS)
SECRETARY

Certifiad true COPY
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