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ORDER

Date: 28 March, 2025

M/s Maharashtra Eastern Grid Power Transmission Company Limited (MEGPTCL), 3" Floor,
South Wing, Adani Corporate House, Shantigram, Vaishnodevi Circle, Ahmedabad, has filed
a Multi-Year Tariff (MYT) Petition seeking approval for truing up of Aggregate Revenue
Requirement (ARR) for FY 2022-23 and FY 2023-24, Provisional Truing-up of ARR for
FY 2024-25, and ARR for the MYT Control Period from FY 2025-26 to FY 2029-30. The
original Petition was filed on 30" October 2024 and the revised Petition was filed on 27"
November 2024.

The Petition has been filed in accordance with the MERC (Multi Year Tariff) Regulations,
2019 (“MYT Regulations, 2019”), for Truing-up of FY 2022-23 and FY 2023-24, and
Provisional Truing-up of FY 2024-25 and in accordance with MERC (Multi Year Tariff)
Regulations, 2024 (“MYT Regulations, 2024”) for projection of ARR from FY 2025-26 to FY
2029-30.
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The Commission, in exercise of the powers vested in it under Sections 61 and 62 of the
Electricity Act (EA), 2003 and all other powers enabling it in this behalf, and after taking into
consideration the submissions made by stakeholders and MEGPTCL upon public consultation
process, and all other relevant material, has approved the Truing-up of ARR for FY 2022-23
and FY 2023-24, Provisional Truing-up of ARR for FY 2024-25, and ARR for the Control
Period from FY 2025-26 to FY 2029-30 in this Order.
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1 INTRODUCTION

1.1 Background

111

MEGPTCL has been granted Transmission Licence No. 1 of 2010 vide Commission’s

Order dated 14 September 2010, which was amended vide Commission’s Order dated

30 June, 2016, to establish and operate Transmission System as per Table-1 below:
Table 1: Transmission System of MEGPTCL and Commissioning Dates

Transmission Lines Line Length | Commissioning | Element
(km) (Actual) Dates Set
A!<ola-ll — Akola-1 400 kV Quad D/C Line 30.65 23 February, 2014 Set-1
with Bays
Tiroda — Koradi-Il1 765 kV S/C Line-I 138.5 23 February, 2014 Set-2a
Koradi-Ill — Akola-11 765 kV S/C Line-I 2224 23 February, 2014 Set-2a
Akola-11 — Aurangabad 765 kV S/C Line —I 218.87 8 April, 2014 Set-2b
Tiroda — Koradi-111 765 kV S/C Line -2 133.44
Koradi-11l — Akola-11 765 kV S/C Line-2 222.32 31 March 2015* Set-3
Akola-11 — Aurangabad 765 kV S/C Line-2 218.92
Sub-stations Location Commissioning | Element
Dates Set
765/400 kV Switchyard Tiroda 23 February, 2014 | Set-2a
765/400 kV Sub-station Akola-1l 23 February, 2014 Set-2a
765/400 kV Substations Koradi Ill 31 March 2015*
Extension of 765 kV Substation Aurangal_)ad 31 March 2015* Set-3
(Ektuni)

*Note: The Hon’ble APTEL in its Judgment dated 24 July 2020 has approved the CoD of Set-3 as 31 March

2015.

1.1.2

1.13

114

1.15

MEGPTCL has been formed for developing a 765 kV Transmission System to evacuate
power from thermal power projects in North-Eastern Maharashtra to Central and
Western parts of the State of Maharashtra, as per transmission planning of State
Transmission Utility (STU).

The Transmission System under the present Petition was identified by the STU based
on load flow studies and was a part of the STU Network Plan for FY 2010-11 to FY
2014-15.

At the time of MEGPTCL’s incorporation, it was proposed to be a Joint Venture (JV)
between Adani Enterprises Ltd. (AEL) and Maharashtra State Electricity Transmission
Co. Ltd. (MSETCL). MSETCL informed AEL, with copy to the Commission, vide
letter dated 27 December, 2012, about its decision not to enter into a JV with AEL in
MEGPTCL. AEL proceeded with contributing full equity of MEGPTCL, which,
accordingly, became a wholly owned subsidiary of AEL.

On 19 March, 24 March and 1 June, 2015, AEL divested 49.00%, 79.01% and 100.00%
shares, respectively, of MEGPTCL to Adani Transmission Ltd. (ATL) in order to
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1.16

1.1.7

1.2

121

1.2.2

1.2.3

1.2.4

consolidate the Transmission Business across the Group under one entity for focused
attention on that Business and better regulatory compliance. This resulted in a change
in the shareholding pattern of MEGPTCL. Accordingly, as per the terms of General
Terms and Conditions of Licence and Regulation 15.2 (c) of MERC (Transmission
Licence Conditions) Regulations, 2004, MEGPTCL intimated this change to the
Commission vide letter dated 12 February, 2016. MEGPTCL clarified that it still exists
as a separate legal entity/company registered under the Companies Act, 1956 and the
Licensed Business of Transmission is controlled by MEGPTCL only.

The Transmission System of MEGPTCL has been commissioned in phases, and it was
approved in the MYT Order in Case No. 50 of 2016. Entire Transmission System was
segregated into different Sets by MEGPTCL based on Commercial Operation Date
(CoD) for tariff determination. The commissioning schedule was worked out in such a
way that, each Set was independently capable of transmitting power from the COD and
become an integral part of the Intra-State Transmission System (InSTS).

In this Order, the Commission has approved the Truing-up of ARR for FY 2022-23 and
FY 2023-24, and Provisional Truing-up of ARR for FY 2024-25 in accordance with
MYT Regulations, 2019, and the ARR from FY 2025-26 to FY 2029-30 in accordance
with the MYT Regulations, 2024.

Important events leading up to the Present Petition

Subsequent to grant of Licence, MEGPTCL approached the Commission for in-
principle approval of the estimated capital cost. The Commission, vide its letter dated
12 April, 2012, granted in-principle approval for the total Project Cost.

MEGPTCL filed the Petition for approval of Business Plan under MY T Second Control
Period from FY 2013-14 to FY 2015-16 on 23 September, 2013. The Commission
approved the Business Plan for FY 2013-14 to FY 2015-16 vide its Order dated 15
January, 2014 in Case No. 128 of 2013.

The Petitioner then filed the MYT Petition for determination of ARR for the Second
Control Period on March 05, 2014 in Case No. 66 of 2014. The Commission issued the
Order on the MYT Petition on August 08, 2014. As Set-1, Set 2a and Set 2b of the
Project were commissioned and Set 3 was projected to be commissioned by March 31,
2015, the Commission in the MYT Order for FY 2013-14 to FY 2015-16 directed
MEGPTCL to approach the Commission for determination of final capital cost along
with truing-up of ARR upon commissioning of the entire Project.

Thereafter, the Petitioner filed Petition before the Commission registered as Petition
No. 50 of 2016, wherein, inter-alia, the Petitioner provided detailed justification and
records for the Capital Cost incurred by the Project. The Petitioner claimed the
Commercial Date of Operation (“CoD”) as 31.03.2015 as the Petitioner had charged
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1.2.5

1.2.6

1.2.7

1.2.8

1.29

1.2.10

1.2.11

1.2.12

1.2.13

Set 3 of the Project on 29" March, 2015. The Commission approved the commissioning
of Transmission Asset Set-wise i.e., Set 1, Set 2a, Set 2b, and Set 3.

Aggrieved by the Order dated 5™ July 2016 in Case No. 50 of 2016, MEPGTCL filed
an Appeal before the Hon’ble Appellate Tribunal for Electricity (“APTEL”) registered
as Appeal No. 260 of 2016.

Thereafter, the Petitioner submitted Mid-Term Performance Review (MTR) Petition
(Case No. 169 of 2017) before the Commission considering the Capital Cost as Rs.
5773.87 Crore (as on 31.03.2015). The Petitioner considered CoD as approved by the
Commission. However, the Commission by its Order dated 12.09.2018 in Case No. 169
of 2017 approved the Capital Cost of the Project as Rs 5340.19 Crore.

The Petitioner filed a Review Petition on the above-said MTR Order, which was
registered as Case No. 303 of 2018. The Commission decided the Review Petition by
its Order dated 18.12.2018.

Aggrieved by the Order dated 12 September 2018 in Case No. 169 of 2017, MEGPTCL
filed an Appeal before Hon’ble APTEL registered as Appeal No. 18 of 2019.
Thereafter, the Petitioner submitted the MYT Petition in Case No. 290 of 2019,
considering the Capital Cost as Rs. 5834.96 Crore as on 31.03.2017. However, the
Commission by its Order dated 30.03.2020 in Case No. 290 of 2019 passed the Order
considering Capital Cost of the Project as Rs 5350.81 Crore.

Aggrieved by the Order dated 31 March 2020 in Case No. 290 of 2019, MEGPTCL
filed Appeal before the Hon’ble APTEL registered as Appeal No. 173 of 2022.

The Hon’ble APTEL passed its Judgment dated 24 July, 2020 in Appeal No. 260 of
2016 and directed the Commission to pass consequential Order.

Accordingly, as per the directions of the Hon’ble APTEL, the Commission passed
consequential Order dated 3 June, 2021. In this Order, the Commission directed
MEGPTCL to file its MTR Petition along with the working of the impact of the Hon’ble
APTEL Judgment in line with the approach adopted by the Commission in said Order.
Accordingly, MEGPTCL submitted that it has considered the impact of the Hon’ble
APTEL Judgment in the present Petition.

The issue-wise decision of Hon’ble APTEL in its Judgment dated 28 November 2022
in Appeal No. 18 of 2019 and Appeal No. 173 of 2022 is as follows:

i. Disallowance of actual Interest on long-term loan in the Order dated 12.09.2018
in Case No. 169 of 2017

“59. Therefore, the claim of the Appellant that the interest on the basis of the
actual loan portfolio of the Appellant which also includes the loan availed
through ICD Agreement at the rate of 13.25% p.a. in line with the relevant
Regulations has merit and is allowed.”
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iv.

Consideration of loWC for FY 2016-17 as efficiency gain

“74. We find no reason for us to depart from the position as set out in the

aforesaid judgements rendered by this Tribunal on the issue in hand and thus
decline to accept the contention of the State Commission observing that
IoWC as after true-up for FY 2016-17 has to be treated as efficiency gain

1

because the Appellant did not avail any working capital loan.’

Disallowance of actual Interest on long-term loan in the Order dated 30.03.2020
in Case No. 190 of 2019

“76. The above issue is identical to the issue as decided in the foregoing

paragraphs while adjudicating the first captioned Appeal being Appeal No.
2018 of 2019, therefore, this issue in Appeal No. 173 of 2022 is decided in
favour of the Appellant.”

Disallowance of Interest on Working Capital due to lack of separate demarcation
for FY 2017-18

“82. As per the Working Capital Loan documents submitted by the Appellant along

with the rate of interest, the computation of loWC has been specified by the
Appellant in its response dated 11.01.2020, it is settled principle of law by
this Tribunal and referred in the preceding paragraphs that the loan
managed from internal accruals cannot be considered efficiency gains and
therefore, the loWC has to be considered as per the Working Capital Loan
Agreements. We allow the issue accordingly.

83. Additionally, the Appellant has submitted audited balance sheets with its

Petition (ref: Annexure A-31 and 32) which authenticate Interest Expense as
Rs. 371.21 Cr. For year ending on 31.03.2018. It is not reasonable that in
the absence of separate demarcation of the interest component, the Appellant
may be deprived of its rightful claim towards loWC after complying with the
Working Capital Loan documents, as already observed, MERC being a
regulatory body is required to do a prudence check before rejecting any

claim.”

1.2.14 Thus, the Hon’ble APTEL vide its Judgment dated 28 November 2022 in Appeal No.
18 of 2019 & 1A No. 2150 of 2019 & Appeal No. 173 of 2022 Ordered as below:

“For foregoing reasons as stated supra, we are of the considered view that the
two captioned Appeals being Appeal No. 18 of 2019 and Appeal No. 173 of
2022 are allowed. The Impugned Orders being Order dated 12.09.2018
passed in Petition No 169 of 2017, Order dated 18.12.2018 in Review Petition
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1.2.15

1.2.16

1.2.17

1.2.18

No. 303/2018 and Order dated 30.03.2020 in Petition No. 290 of 2019 are set
aside.

The State Commission (MERC) is directed to pass consequential order(s) in
terms of above directions expeditiously, not later than three months from the
date of this judgment.”

The Commission, vide its Order dated 31.03.2023 in Case No. 237 of 2022 passed the
Order for True-up of ARR for FY 2019-20, FY 2020-21 and FY 2021-22, Provisional
truing up of ARR for FY 2022-23, and Revised ARR for FY 2023-24 to FY 2024-25.
The Commission in the above-said MTR Order has considered the above directions of
the Hon’ble APTEL vide Judgment dated 28 November 2022 while carrying out the
Truing-up for FY 2019-20 in accordance with MYT Regulations, 2015, Truing-up for
FY 2020-21 and FY 2021-22, and Provisional Truing-up of FY 2022-23 and revised
Projections of ARR for FY 2023-24 and 2024-25 in accordance with the MYT
Regulations, 2019.

Aggrieved by the Order dated 31.03.2023 in Case No. 237 of 2022, MEGPTCL filed
Review Petition before the Commission registered as Petition No. 101/RC/2023. The
Commission, vide Order dated 22.11.2023, ordered that the Review Petition is not
maintainable as per the provisions of Regulation 28 of the MERC (Transaction of
Business and Fees and Charges) Regulations, 2022 and Order 47 of the Civil Procedure
Code, 1908.

Aggrieved by the Order dated 31.03.2023 in Case No. 237 of 2022, MEGPTCL filed
Appeal before the Hon’ble APTEL registered as Appeal No. 664 of 2023 on the
following issues:

i. Non-allowance of actual Interest rate of long-term loan

ii. Disallowance of Income Tax impact on past recoveries

ili. Unwinding interest as Non-Tariff Income

iv. Reduction in quantum of loWC for FY 2019-20 to FY 2021-22

v. Reduction in quantum of actual O&M expenses for FY 2019-20 to FY 2021-22

vi. Disallowance of Rebate

vii. Disallowance of Capital expenditure

viii. Disallowance of contribution to contingency reserves. ”

The above Appeal No. 664 of 2023 is pending before the Hon’ble APTEL.

1.3 MYT Regulations

131

The Commission notified the MYT Regulations, 2019 on 1 August, 2019, which are
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1.3.2

applicable for the 4" Control Period from FY 2020-21 to FY 2024-25, which was
amended on 10 February, 2023 (First Amendment) and 8 June, 2023 (Second
Amendment).

Subsequently, the Commission notified the MY T Regulations, 2024 on 1 August, 2024.
These Regulations are applicable for the 5" Control Period from FY 2025-26 to FY
2029-30.

1.4 Petition and Prayers of MEGPTCL

14.1

1.4.2

1.4.3

144

1.4.5
1.4.6

Regulation 5.1(a) of the MY T Regulations, 2024 specifies that the Petition for approval
of Truing-up for FY 2022-23 and FY 2023-24 and Provisional Truing-up for FY 2024-
25 to be carried out under the MYT Regulations, 2019, and ARR for each year of the
5t Control Period under the MY T Regulations, 2024 has to be filed by 1% November
2024.

In adherence to the above, MEGPTCL submitted the present Petition on 30" October,
2024. On 8" November 2024, the Commission conveyed preliminary data gaps and
information required by MEGPTCL. Subsequently, MEGPTCL submitted the replies
to the preliminary data gaps on 18" November 2024, wherein it requested for grant of
liberty to provide the replies for some of the data gaps through revision in Petition as a
supplementary filing.

The Technical Validation Session (TVS) on the Petition was held on 19 November,
2024. The list of persons who attended the TVS is at Appendix 1.

MEGPTCL filed the revised Petition on 27 November, 2024, in accordance with the
relevant provisions of MYT Regulations, 2019 and MYT Regulations, 2024,
incorporating replies to the queries raised in preliminary data gaps and clarifications on
the issues raised during the TVS.

Further, MEGPTCL submitted the Additional Submission on 28 December, 2024.

Main prayers of MEGPTCL in its revised Petition are as below:
a. “Admit the present Petition.
b. Allow Additional Capital Cost claimed in this Petition.

c. Allow financial implication (relief) along with carrying cost on account of
additional demand note of MSETCL towards 2x 765 kV Bays at 765 kV Ektuni s/s.

d. Approve the true-up of ARR along with additional Return on Equity and carrying
cost for FY 2022-23 and FY 2023-24.

e. Allow grossed up income tax on the recoveries pertaining up to FY 2019-20 which
are allowed in ARR of FY 2023-24 along with carrying cost.

f. Approve capital expenditure carried out/ proposed for FY 2022-23 to FY 2029-30
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as per provisions of MERC (Approval of Capital Investment Schemes) Regulations,
2022.

g. Approve capital expenditure proposed for strengthening of delta type towers
proposed during FY 2024-25 to FY 2026-27 as per Regulation 21 of MERC
(Approval of Capital Investment Schemes) Regulations, 2022.

h. Approve the provisional true-up of ARR for FY 2024-25 as indicated in this Petition.

I. Approve the Forecast of ARR for FY 2025-26 to FY 2029-30 as indicated in this
Petition.

j. Allow recovery of the impact of the above prayers from the TSUs along with
applicable carrying cost....”

1.5 Admission of the Petition and Public Consultation process

151

1.5.2

153

154

The Commission admitted the Petition on 4™ December 2024 and directed MEGPTCL
vide it letter dated 4™ December 2024 to publish its Petition in accordance with Section
64 of the EA, 2003, in the specified abridged form and manner, to ensure public
participation, and to reply expeditiously to all suggestions and comments received.
MEGPTCL issued a Public Notice inviting suggestions and objections on its Petition.
The Public Notice was published in two English language newspapers, viz. The Hitvada
and Lokmat Times, and in two Marathi language newspapers, viz. Punyanagari and
Deshonnati on 9" December 2024. The copies of the Petition, and its summary were
made available for inspection/purchase at MEGPTCL’s office and website
(www.adanitransmission.com). The Public Notice and Executive Summary of the
Petition were also made available on the websites of the Commission
(www.merc.gov.in) in a downloadable format.

The Commission received written suggestion/objections on the Petition from Shri Alok
Chandewar on 12" December 2024 and MSEDCL on 31% December, 2024 to which
MEGPTCL has replied on 27" December 2024 and 3" January 2025, respectively. A
e-Public Hearing was held on 7 January, 2024 through MS Teams. No oral
suggestions/objections were put forward at the Public Hearing. The List of Persons who
attended the Public Hearing is provided as Appendix-2 to this Order.

The Commission has ensured that the due process contemplated under the law to ensure
transparency and Public participation has been followed at every stage and adequate
opportunity has been given to all concerned to express their views.

1.6 Organisation of the Order

16.1

The Order is organised in the following seven Sections:
« Section 1: sets out the Regulatory process undertaken by the Commission;
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« Section 2: summarises the written and oral suggestions and objections raised,
responses of MEGPTCL and the rulings of the Commission;

« Section 3: deals with the approval of truing-up of ARR for FY 2022-23 and FY
2023-24 in accordance with the MYT Regulations 2019;

« Section 4: deals with the Provisional Truing-up of ARR for FY 2024-25 in
accordance with the MYT Regulations 2019;

« Section 5: deals with the projection of ARR for FY 2025-26 to FY 2029-30 in
accordance with the MYT Regulations 2024;

« Section 7: deals with the recovery of approved ARR through Transmission
Charges.
« Section 8: deals with the applicability of the present MYT Order.
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2 SUGGESTIONS/OBJECTIONS AND COMMISSION’S RULINGS
2.1 Operation and Maintenance Expenses

Objections/Suggestions

2.1.1 MSEDCL submitted that MEGPTCL has claimed actual O&M expenses against
normative approved O&M expenses.

2.1.2 MSEDCL submitted that in Appeal No. 250 of 2016 on the issue of O&M expenses,
the Hon’ble APTEL has ruled that the Commission has to follow its Regulations on all
aspects including the O&M expenses. Further, if the O&M expenses are allowed on
actual basis, the whole purpose of specifying norms after following due process of
public consultation shall be defeated. Further, sharing of gains/losses are allowed in
present MYT framework.

2.1.3 MSEDCL submitted that the Commission after obtaining stakeholders’ comments/
suggestions (including MEGPTCL) and exhaustive study, has formulated the
Regulations for O&M expenses in MYT Regulations, 2019 and in MYT Regulations,
2024. Hence, no relaxation should be allowed for O&M expenses and only normative
O&M expenses should be considered for FY 2022-23, FY 2023-24, FY 2024-25 and
for ensuing years.

MEGPTCL’s Reply

2.1.4 MEGPTCL submitted that it has claimed normative O&M expenses in accordance with
the MYT Regulations, 2019, and has escalated normative O&M expenses in accordance
with the MERC MYT Regulations, 2019 and sharing of efficiency gains/loss between
normative and actual O&M expenses for FY 2022-23 and FY 2023-24 has also been
calculated in in accordance with the MYT Regulations, 2019.

Commission’s Ruling

2.1.5 In the truing up of FY 2022-23 and FY 2023-24, the Commission has approved the
normative O&M expenses in accordance with the O&M norms specified in the MYT
Regulations, 2019, on per bay and per ckt km basis. The Commission has also carried
out prudence check on components of actual O&M expenses for FY 2022-23 and FY
2023-24. The Commission has considered O&M expense as a controllable factor in
accordance with the MYT Regulations, 2019 and, the variation between actual O&M
expenses and the approved normative O&M expenses have been considered as
efficiency gains/(loss) and shared between MEGPTCL and the beneficiaries in the ratio
of 1/3™:2/3', as specified in the MY T Regulations, 2019, as elaborated in Section 3 of
this Order.
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2.2 Capital Expenditure & Capitalization — True-up for FY 2022-23 and FY 2023-24

Objections/Suggestions

2.2.1 MSEDCL submitted that MEGPTCL has claimed capitalisation of Rs. 8.66 Crore in
FY 2022-23 towards computer equipment, software, office equipment & furniture, civil
works, and for substation and transmission line related activities. Further, MEGPTCL
has claimed capitalisation of Rs. 2.00 Crore in FY 2023-24 towards computer
equipment, software, office equipment & furniture, and for substation and transmission
line related activities.

2.2.2 ltis observed that most of the claims of MEGPTCL are O&M expenses. Also, as per
MYT Regulations 2019, IT related expenses shall be considered under Opex.

2.2.3 In view of the above, MEGPTCL claim towards additional capitalisation should be
rejected and the same may be considered as part of O&M expenses and no relaxation
as sought should be granted.

2.2.4 Further, Depreciation, interest on long-term loan, interest on working capital,
contingency reserves, and return on equity may be approved as per regulatory
provisions, after prudence check.

MEGPTCL’s Reply

2.25 MEGPTCL submitted that during FY 2022-23, MEGPTCL has carried out capital
expenditure of Rs. 2.60 Crore for computer equipment, Rs. 1.44 Crore for software,
Rs.0.68 Crore for office equipment & furniture, Rs. 0.52 Crore for building & civil
works, and Rs. 3.42 Crore for substation and transmission line related activities.

2.2.6 Similarly, during FY 2023-24, MEGPTCL has carried out capital expenditure of Rs.
1.78 Crore for computer equipment, Rs. 0.04 Crore for software, Rs.0.06 Crore for
office equipment & furniture, and Rs. 0.12 Crore for substation and transmission line
related activities.

2.2.7 The above expenses carried out by MEGPTCL are of capital nature and hence, the same
have been capitalised during the respective years. MEGPTCL requested the
Commission to approve the capitalization proposed by MEGPTCL for FY 2022-23 and
FY 2023-24.

Commission’s Ruling

2.2.8 The Commission has carried out a prudence check of the capitalization claimed by
MEGPTCL in accordance with the provisions of the MYT Regulations, 2019 and
accordingly allowed the capital expenditure as discussed in Section 3 of this Order.
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2.3 Capital Expenditure & Capitalization - Provisional True up for FY 2024-25

Objections/Suggestions

a. Capitalisation: Tower Strengthening of MEGPTCL 765 kV Tiroda-Koradi-Akola Ektuni
transmission lines:

2.3.1

2.3.2

2.3.3

234

2.3.5

MSEDCL submitted that MEGPTCL has purchased the tower designs from PGCIL in
2010. Now, as per CEA (Technical Standards for Construction of Electrical Plants and
Electric lines) Regulations, 2022 notified on 23.12.2022, Delta configuration towers
shall not be used for 765 kV single circuit line.

MEGPTCL has stated that three major notable tower collapse incidents occurred in
three different transmission lines since commissioning. Considering the criticality of
transmission system, MEGPTCL has proposed a capital expenditure of Rs.113.72
Crore against Tower Strengthening.

MSEDCL submitted that MEGPTCL should be directed to clarify whether use of Delta
towers for 765 kV is the decision of MEGPTCL or it was as per PGCIL's
recommendation.

Considering the importance of the said transmission lines, MEGPTCL should be
directed to carry out the proposed Tower Strengthening scheme. However, in
accordance with Regulation 3.19(d) of MERC (Approval of Capital Investment
Schemes) Regulations 2022, strengthening of towers/poles shall not be allowed as
capital investment scheme.

In view of the above, proposed capital expenditure of Rs.113.72 Crore towards Tower
Strengthening should not be allowed as capital expenditure.

MEGPTCL’s reply

2.3.6

2.3.7

2.3.8

MEGPTCL submitted that it has proposed to carry out 765 kV transmission line delta
design tower strengthening due to obsolete design as per the Central Electricity
Authority (Technical Standards for Construction of Electrical Plants and Electric Lines)
Regulations, 2022 notified on 23" December, 2022.

MEGPTCL submitted that the 765kV Single circuit tower designs have been purchased
from PGCIL in the year 2010 under consultancy services package. According to the
prevailing Regulations and BIS codes, the towers were designed according to the IS
802:1995, Reliability level-2 and terrain category-2. Wind zone reference has been
taken from the prevailing 1S 875:1997.

The CEA (Technical Standards for Construction of Electrical Plants and Electric Lines)
Regulations, 2022 notified on 23" December, 2022 Chapter V, Part-A (Electrical lines
66 kV & Above) Clause 85, Sub clause (j) stipulates that the "Delta configuration
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2.3.9

2.3.10

2.3.11

2.3.12

towers shall not be used for 765 kV single circuit line".

MEGPTCL stated that three major notable tower collapse incidents have occurred in
three different transmission lines since commissioning under MEGPTCL. Therefore,
updated design and construction standards necessitate modifications to existing towers
to meet operational safety and stability criteria. Strengthening of the existing
transmission line towers is the need of the hour (765 kV Tiroda - Koradi - Akola -
Ektuni transmission lines) keeping in view the operational security and reliability of the
Maharashtra State grid.

MEGPTCL further submitted that Detailed Project Report (DPR) has already been
submitted to MSETCL (STU) vide letter no. MEGPTCL/MSETCL/Tower/1 dated
24.09.2024 for recommendation and the proposed scheme of Tower Strengthening is
already approved by Maharashtra Transmission Committee vide its 11" MTC meeting
held on 16.10.2024.

MEGPTCL added that CERC has already issued various Orders where strengthening
of delta type towers has been allowed as capital expenditure.

MEGPTCL, in its Petition, has already admitted that as per Regulation 3.19 (d) of
MERC (Approval of Capital Investment Schemes) Regulations, 2022, strengthening of
towers/poles scheme shall not be allowed as capital investment scheme. However,
considering the criticality of the transmission system and various reasons stated above,
it is important to strengthen delta type towers. In view of the above, MEGPTCL
requested the Commission to exercise its powers under Regulation 21 of MERC
(Approval of Capital Investment Schemes) Regulations, 2022, i.e,, "Power to Relax"
and grant approval for carrying out capital expenditure towards strengthening of delta
type towers.

Commission’s Ruling

2.3.13

2.3.14

The Commission has noted the objection of MSEDCL and also the submission of
MEGPTCL regarding the need of the scheme ‘Tower strengthening of MEGPTCL 765
kV Tiroda — Koradi — Akola — Ektuni transmission lines’. The Commission observes
that the proposed scheme is in the negative list as per Regulation 3.19 (d) of MERC
(Approval of Capital Investment Schemes) Regulations, 2022, which specifies that
strengthening of towers/poles scheme shall not be allowed as capital investment
scheme.

In view of the above, the Commission disallows the Capitalisation towards ‘Tower
strengthening of MEGPTCL 765 kV Tiroda — Koradi — Akola — Ektuni transmission
lines’ claimed by MEGPTCL for FY 2024-25, FY 2025-26, and FY 2026-27.
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2.4 Capital Expenditure & Capitalization — for MYT Control Period

Objections/Suggestions

a. Tower Strengthening of MEGPTCL 765 kV Tiroda-Koradi-Akola-Ektuni transmission
lines:

2.4.1 The proposed capital expenditure of Rs.113.72 Crore towards tower strengthening
should not be allowed as capital expenditure.
b. Additional 765/400kV ICT and associated bays at Tiroda S/s, Akola-11 S/s, and NIFPS

2.4.2 MSEDCL submitted that the Commission may take appropriate decision after prudence
check regarding proposed capitalisation for additional 765/400kV ICT and associated
bays at Tiroda S/s, Akola-I1 S/s, and NIFPS.

C. Upgradation of SCADA at Akola and Koradi S/s - Rs. 3.00 Crore

2.4.3 MSEDCL submitted that as per Regulation 80.10 of the MYT Regulations, 2024, the
proposed work needs to be considered in Opex.

MEGPTCL’s reply

a. Tower Strengthening of MEGPTCL 765 kV Tiroda-Koradi-Akola-Ektuni transmission
lines:

2.4.4 MEGPTCL submitted that it has already provided detailed justification for the Scheme
in para 2.3.15 to 2.3.23 of its Petition.
b. Additional 765/400kV ICT and associated bays at Tiroda S/s, Akola-11 S/s, and NIFPS

245 MEGPTCL submitted that detailed justification for additional 765/400 kV ICT and
associated bays at Tiroda S/s, Akola S/s, and NIFPS are already provided as part of the
MYT Petition filed by MEGPTCL. Further, MEGPTCL submitted that the proposed
scheme of additional 765/400 kV ICT and associated bays at Tiroda S/s and Akola S/s
are part of amendment to Transmission Licence No. 1 of 2010 dated 30.06.2016.

2.4.6 The Detailed Project Reports have been submitted to MSETCL (STU) vide letter no.
MEGPTCL/MSETCL/TirodaICT/1 and MEGPTCL/MSETCL/Akola ICT/1 dated
24.09.2024 for recommendation.
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2.4.7 Further, the proposed scheme of 765/400 kV ICT and associated bays at Tiroda S/s and
Akola S/s are already approved by the Maharashtra Transmission Committee vide its
11" MTC meeting held on 16.10.2024.

C. Upgradation of SCADA at Akola and Koradi S/S - Rs. 3.00 Crore

2.4.8 MEGPTCL submitted that SCADA systems at Akola and Koradi substations are
Windows XP based, which have been declared obsolete by OEM (Microsoft). There is
no support from OEM in case there are any issues in the SCADA and therefore, OEM
has recommended to upgrade the SCADA system to Windows 11. Accordingly,
MEGPTCL has proposed the same as part of capitalization for FY 2025-26.

Commission’s Ruling

a. Tower Strengthening of MEGPTCL 765 kV Tiroda-Koradi-Akola-Ektuni transmission
lines

2.4.9 The Commission has disallowed the proposed capitalisation towards Tower
Strengthening, as elaborated above in Section 2.3.13 and 2.3.14.

b. Additional 765/400kV ICT and associated bays at Tiroda S/s, Akola-11 S/s, and NIFPS

2.4.10 The Commission has elaborated on the issue of capitalisation of additional ICT at
Tiroda and Akola S/s, as well as the capitalisation related to procurement and
installation of NIFPS for Akola S/s Transformer and Reactors, in Section 5 of this
Order.

C. Upgradation of SCADA at Akola and Koradi S/S — Rs. 3.00 Crore

2.4.11 The Commission has elaborated on the issue of proposed capitalisation on account of
upgradation of SCADA in Section 5 of this Order.

2.5 Additional Capitalisation for Ektuni S/S as claimed by MSETCL

Objections/Suggestions

2.5.1 MSEDCL submitted that MEGPTCL at Para 3.9 has requested the Commission to allow
additional capitalisation of Rs. 31.31 Crore in FY 2019-20. Further, MEGPTCL has
claimed additional interest on loan and indicative tax implications due to revised capex
from FY 2019-20.

2.5.2 ltis observed that MSETCL vide letter dt. 19.07.2019 has demanded additional amount
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2.5.3

254

2.55

of Rs. 31.31 Crore towards work of two 765 kV Bays at Ektuni s/s, which includes
interest of Rs. 12.63 Crore. However, MSETCL in its MYT Petition No. 178 of 2024,
at Para 9.4.5 has withdrawn the additional demand of Rs. 18.67 Crore. Hence, there is
no need to consider Rs.18.67 Crore as additional capitalisation and its effect on other
parameters such as interest on loan, depreciation, income tax, etc., in the ARR of
MEGPTCL.

MSEDCL further submitted that it is observed from MSETCL letter dt. 19.07.2019 that
total interest claimed consists of following:

e Rs. 6.41 Crore is the interest on late payment by MEGPTCL (Demand raised
by MSETCL on 02.02.2013 and payment made on 31.01.2015)

e Rs. 6.22 Crore is the interest paid on borrowed Rs. 18.67 Crore capital cost for
the period from 01.06.2016 to 31.05.2019.

MSEDCL submitted that interest of Rs. 6.41 Crore is due to the delayed payment by
MEGPTCL, hence, MEGPTCL being at default, this interest should not be allowed to
be recovered through the ARR.

MSEDCL requested the Commission to not allow any revision in the ARR of
MEGPTCL from FY 2019-20 onwards and also in ARR for ensuing Control Period, on
account of additional capitalisation for Ektuni S/s or liability of interest of Rs.6.41
Crore due to delayed payment by MEGPTCL.

MEGPTCL’s reply

2.5.6

2.5.7

2.5.8

MEGPTCL submitted that it has filed Revised Petition on 27.11.2024 in which as per
MSETCL demand note, additional capitalization for Ektuni S/s of Rs. 31.31 Crore was
claimed. Subsequently, MEGPTCL received revised demand note dated 03.12.2024
from MSETCL wherein MSETCL has clarified that it is not pursuing the claim of Rs.
18.67 Crore and only claiming interest on late payment of Rs. 6.41 Crore.

MEGPTCL submitted that it has made its payments on time and there is no case of
interest on late payment. Accordingly, MEGPTCL has vehemently denied the claim of
Rs. 6.41 Crore of MSETCL vide its letter dated 06.12.2024.

Also, MEGPTCL vide its additional submission dated 28.12.2024 has brought the
revised demand note of MSETCL dated 03.12.2024 along with reply of MEGPTCL
dated 06.12.2024 on record of the Commission.

Commission’s Ruling

2.5.9

The Commission has not considered any additional Capitalisation for Ektuni S/S as
claimed by MSETCL, as elaborated subsequently in this Section.
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2.6 Sharing of gains and losses for FY 2022-23 and FY 2023-24

Objections/Suggestions

2.6.1 MSEDCL submitted that MEGPTCL in Table 4-15 and Table 4-16, has made
comparison of actual and approved ARR for FY 2022-23 and FY 2023-24, respectively,
by mentioning certain claims as controllable and some as uncontrollable. It is observed
that factors such as depreciation expenses, interest on long term loan, return on equity,
etc., do not qualify as uncontrollable factors as per Regulation 9 of MYT Regulations,
2019. Hence, it is requested that the same shall be considered as controllable factors.

MEGPTCL’s reply

2.6.2 MEGPTCL submitted that it has strictly followed the MYT Regulations, 2019 for
sharing of gains and losses. MEGPTCL has adopted the methodology similar to that
adopted by the Commission in past Tariff Orders.

Commission’s Ruling

2.6.3 The Commission has approved the sharing of gains and losses for FY 2022-23 and FY
2023-24 after prudence check in accordance with the MYT Regulations, 2019, as
elaborated in Section 3 of this Order.

2.7 Carrying cost and Net Revenue Gap for FY 2022-23 and FY 2023-24
Objections/Suggestions

2.7.1 MSEDCL submitted that the Commission may take appropriate decision for carrying
cost Rate and carrying cost, and net Revenue Gap considering the above submissions,
after prudence check.

MEGPTCL’s reply

2.7.2 MEGPTCL requested the Commission to approve the carrying cost and Net Revenue
Gap as prayed in the MYT Petition in Case No. 182 of 2024.

Commission’s Ruling

2.7.3 The Commission has approved the carrying cost and Net Revenue Gap for FY 2022-23
and FY 2023-24 after due prudence check in accordance with the MYT Regulations,
2019, as elaborated in Section 3 of this Order.
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2.8 Impact of Hon’ble APTEL Judgment dt. 24.07.2020 in Appeal No. 260 of 2016

Objections/Suggestions

2.8.1 MSEDCL submitted that MEGPTCL has itself mentioned that the Commission vide its
consequential Order dt. 03.06.2021 has directed MEGPTCL to file its MTR Petition
along with the working of the impact of the Hon. APTEL Judgment dt. 24.07.2020 in
Appeal No. 260 of 2016. However, the Petitioner at Para 2.10 has stated that
MEGPTCL has considered the impact of the Hon. APTEL Judgment in the present
Petition. MEGPTCL has not given any justification for the delay. Hence, MEGPTCL
should not be allowed interest on such amount from date of MTR Petition filing up to
the date of MYT Petition filing.

MEGPTCL’s reply

2.8.2 MEGPTCL submitted that in compliance to the Commission’s Order dated 03.06.2021,
MEGPTCL had considered the impact of Hon'ble APTEL Judgment in its MTR Petition
in Case No. 237 of 2022 itself. There is no delay in submission of claim by MEGTPCL
with respect to impact of Hon'ble APTEL Judgment.

2.8.3 The Commission in its MTR Order dated 31.03.2023 in Case No. 237 of 2022 allowed
recovery of impact of APTEL Judgment along with ARR of FY 2023-24 and FY 2024-
25 and hence, MEGPTCL has stated in its Petition that it has considered the impact of
the Hon'ble APTEL Judgment in the present Petition.

Commission’s Ruling

2.8.4 The reply provided by MEGPTCL is self-explanatory. The Commission has
appropriately considered the impact of the Hon'ble APTEL Judgment in the present
Order, as elaborated in Section 3 of this Order.

2.9 Industrial Electricity Tariff

Objections/Suggestions

2.9.1 Shri Alok Chandewar submitted that the Commission in its Order dated 31.03.2023 in
Case No. 226 of 2022 had neglected the fact that a no star category hotel cannot be
compared and equated with a five star hotel like Le Meridien located at Mumbai,
whereas the respondent’s hotel is located in a Grade 3 city like Mahad, Raigad.

2.9.2 Shri Chandewar submitted that for more than the past one year, he has been waiting for
industrial electricity tariff for hoteliers like himself.
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MEGPTCL’s reply

2.9.3 MEGPTCL submitted that the comments submitted by Shri Alok Chandewar are
pertaining to retail tariff of Distribution Business and MEGPTCL has no comment to
offer on the same.

Commission’s Ruling

2.9.4 The Commission observes that the comments submitted by Shri Alok Chandewar are
pertaining to retail tariff categorisation by Distribution Licensees and do not pertain to
the MYT Petition filed by MEGPTCL.
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3 TRUING-UP OF ARR FOR FY 2022-23 and FY 2023-24

3.1 Background

3.11

MEGPTCL in its MTR Petition had submitted the provisional true-up of ARR for FY
2022-23. The same was approved by the Commission vide its Order dated 31 March
2023 in Case No. 237 of 2022. The present chapter outlines the actual performance of
MEGPTCL for FY 2022-23 and FY 2023-24 based on audited annual accounts. In line
with the provisions of the MYT Regulations 2019, MEGPTCL has submitted the True-
up of ARR comparing the actual audited expenses vis-a-vis approved expenses.

3.2 Operation and Maintenance Expenses

MEGPTCL’s Submission

3.2.1

3.2.2

3.2.3

Regulation 61.6 of the MYT Regulations, 2019 specifies year-wise O&M norms from
FY 2020-21 to FY 2024-25 for New Transmission Licensees. The term “New
Transmission Licensee” is defined as explanation to Regulation 61.6 to mean that for
which Transmission Licence is granted by the Commission prior to or after the date of
coming into effect of these Regulations, and for whom the O&M norms have not been
specified in Regulations 61.2 to 61.5. MEGPTCL has been granted Transmission
Licence by the Commission in 2010, however, no separate O&M norms have been
specified in Regulations 61.2 to 61.5 for MEGPTCL, and hence, MEGPTCL shall be
governed by O&M Norms from FY 2020-21 to FY 2024-25 specified at Regulation
61.6 of the MYT Regulations, 2019.

The Commission in its Order dated 31.03.2023 in Case No. 237 of 2022 approved O&M
expenses of Rs 115.71 Crore and Rs 119.95 Crore for FY 2022-23 and FY 2023-24,
respectively, including Rs 5.41 Crore as additional expenses towards Land Lease
Rental Charges for Akola Il Sub-Station considering O&M norms applicable to New
Transmission Licensees specified in Regulation 61.6 of the MYT Regulations, 2019.
The normative O&M expenses approved in the MTR Order for FY 2022-23 and FY
2023-24 and revised normative O&M expenses claimed by MEGPTCL under true-up,
are as under:
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Table 2: Normative O&M Expense for FY 2022-23 and FY 2023-24 as submitted by
MEGPTCL (Rs. Crore)

FY 2022-23 FY 2023-24
Particulars Unit Normative - Normative - Normative - Normative -
Approved MEGPTCL Approved MEGPTCL
Average Transmission Line -ckt km basis
765 kV ckt km 1154.45 1154.45 1154.45 1154.45
400 kV ckt km 61.30 61.30 61.30 61.30
Applicable O&M Norm for Transmission Line
765 kv E; Lakh/ckt 1.57 1.57 1.63 1.63
400 kV E; Lakh/ckt 0.91 0.91 0.94 0.94
O&M Expenses for | oo rore 18.68 18.68 19.39 19.39
Transmission Line
Transmission Bays — Number of Bays basis
Average Number of Bays
765 kV No. 36 36 36 36
400 kv No. 20 20 20 20
Applicable O&M Norm for Bays
765 kV Rs. Lakh/Bay 168.67 168.67 175.17 175.17
400 kv Rs. Lakh/Bay 154.49 154.49 160.44 160.44
O&M Expenses for | oo crore 91.62 91.62 95.15 95.15
Bays
hease Rent of Akola Rs. Crore 541 541 541 5.41
Total Rs. Crore 115.71 115.71 119.95 119.95

3.2.4 Against approved O&M Expenses, MEGPTCL has submitted the actual O&M
Expenses along with actual amount paid towards Land Lease Rental of Akola Il Sub-
Station for FY 2022-23 and FY 2023-24 and requested the Commission to approve
actual O&M Expenses, which are higher than the normative O&M Expenses, as shown
in the Table below:

Table 3: Actual O&M Expenses for FY 2022-23 and FY 2023-24, as submitted by
MEGPTCL (Rs. Crore)

Sr. No. Particulars FY 2022-23 FY 2023-24
1 Total O&M Expenses 134.39 141.13
2 Lease Rent of Akola Il 5.41 5.41

Total 139.80 146.54

Commission’s Analysis and Rulings
3.2.5 The Commission has specified norms for O&M expense for FY 2022-23 and FY 2023-
24 in the MYT Regulations, 2019. Accordingly, for the purpose of truing-up, the O&M
expense shall be allowed as per the norms specified under MYT Regulations, 2019
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3.2.6

3.2.7

3.2.8

3.2.9

along with sharing of efficiency gains / losses on account of actual O&M Expenses
varying from the normative O&M expenses.

In the MTR Order in Case No. 237 of 2022 dated 31 March 2023, the O&M expense
for FY 2022-23 and FY 2023-24 was provisionally approved as Rs. 110.30 Crore and
Rs. 114.54 Crore, respectively, based on the O&M norms specified under MYT
Regulations, 2019, and Rs. 5.41 Crore was allowed towards lease rent of Akola Il S/s
over and above normative O&M expenses.

It is observed that there is no increase or addition in circuit km of the Transmission
Lines and the number of Bays, and they remain same as approved in the earlier Orders
as specified in Para 1.1.1 above, as per Licence granted to MEGPTCL and as certified
by MSLDC.

The Commission also notes that, MEGPTCL has considered the Lease Rent for Akola
I1 S/s of Rs. 5.41 Crore in FY 2022-23 and FY 2023-24. The Commission has verified
these expenses from the Annual Audited Accounts as well as from the documentary
proof of lease rent expenses booked for Akola Il S/s. The Commission has considered
Rs. 5.41 Crore towards Lease Rent, over and above the normative O&M expense while
Truing-up of expenses for FY 2022-23 and FY 2023-24.

The Commission, for the purpose of true-up has computed the revised normative O&M
expenses for FY 2022-23 and FY 2023-24 by applying the O&M norms specified in
the MYT Regulations, 2019 considering the actual number of bays and actual length of
lines, as shown in the Tables below:

Table 4: Revised Normative O&M Expenses for FY 2022-23 approved by the

Commission (Rs. Crore)

. . Approved in MYT Approved in
R unit MTR Order Petition this Order

Transmission Lines
765 kV ckt km 1154.45 1,154.45 1154.45
400 kV ckt km 61.30 61.30 61.30
Applicable O&M cost Norm for
Transmission Lines (Rs Lakh /ckt-km)
765 kV Rs. Lakh/ckt km 1.57 1.57 1.57
400 kV Rs. Lakh/ckt km 0.91 0.91 0.91
gfgmrﬁégfon;eii';\%rs Rs. Crore 18.68 18.68 18.68
Transmission Bays
Number of Bays
765 kV Nos. 36.00 36.00 36.00
400 kV Nos. 20.00 20.00 20.00
Applicable O&M Cost Rs. Lakh/ Bay
Norm for Bays
765 kV Rs. Lakh/Bay 168.67 168.67 168.67
400 kV Rs. Lakh/Bay 154.49 154.49 154.49
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. . Approved in MYT Approved in
Particulars unit MTR Order Petition this Order
O&M Expense (Bays) | Rs. Crore 91.62 91.62 91.62
Lease Rent of Akola Il | Rs. Crore 541 541 541
Total O&M Expenses | Rs. Crore 115.71 115.71 115.71

Table 5: Revised Normative O&M Expenses for FY 2023-24 approved by the

Commission (Rs. Crore)

. . Approved in MYT Approved in
Particulars unit MTR Order Petition this Order

Transmission Lines
765 kV ckt km 1154.45 1,154.45 1154.45
400 kv ckt km 61.30 61.30 61.30
Applicable O&M cost Norm for
Transmission Lines (Rs Lakh /ckt-km)
765 kv Rs. Lakh/ckt km 1.63 1.63 1.63
400 kV Rs. Lakh/ckt km 0.94 0.94 0.94
gfgmnﬁégfon:e&z%g Rs. Crore 19.39 19.39 19.39
Transmission Bays
Number of Bays
765 kV Nos. 36.00 36.00 36.00
400 kv Nos. 20.00 20.00 20.00
Applicable O&M Cost Rs. Lakh/ Bay
Norm for Bays
765 kV Rs. Lakh/Bay 175.17 175.17 175.17
400 kV Rs. Lakh/Bay 160.44 160.44 160.44
O&M Expense (Bays) | Rs. Crore 95.15 95.15 95.15
Lease Rent of Akola Il | Rs. Crore 5.41 5.41 5.41
Total O&M Expenses Rs. Crore 119.95 119.95 119.95

3.2.10 O&M Expenses are a controllable expense as per the MYT Regulations, 2019, hence,
the variation between actual O&M expenses and the approved normative O&M
expenses has to be considered as efficiency gains/(loss) and sharing of the same has to
be computed.

3.2.11 The Commission has verified the Audited Accounts of MEGPTCL for its claims
towards the actual O&M Expenses for FY 2022-23 and FY 2023-24. The reconciliation
of the actual O&M expenses claimed in the Petition with the Audited Accounts of FY
2022-23 and FY 2023-24 was sought.

Employee Expenses

3.2.12 The Commission observed that there is a steep increase in actual employee cost from
Rs. 65.31 Crore in FY 2021-22 to Rs. 86.45 Crore in FY 2022-23 and Rs. 91.88 Crore
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3.2.13

3.2.14

in FY 2023-24. The Commission asked MEGPTCL to submit the justification for the
increase in actual employee expenses. The Commission directed MEGPTCL to submit
the necessary details of the number of employees year-wise and department-wise along
with their salary.

In reply, MEGPTCL submitted that MEGPTCL had deferred annual performance pay
and incentive to its employees during FY 2020-21 and FY 2021-22 due to uncertainties
on account of widespread COVID 19. MEGPTCL added that the deferred annual
performance pay and incentive was compensated to the employees by spreading across
FY 2022-23 and FY 2023-24 to avoid abnormal increase in employee expenses in a
single financial year. MEGPTCL also submitted the department-wise number of
employees and salary break-up from FY 2020-21 to FY 2023-24.

The Commission notes that MEGPTCL has not adequately justified the steep increase
in employee expenses. Analysis of the salary break-up data submitted by MEGPTCL
leads to the following conclusions:

a) The number of employees has been steadily increasing from 194 in FY 2020-21 to
196, 199, and 203 in FY 2021-22, FY 2022-23, and FY 2023-24, respectively, with
the bulk of the growth attributed to increase in technical personnel, which is
difficult to fathom, given that MEGPTCL’s transmission assets were constant
during this period.

b) Asregards MEGPTCL’s contention that the annual performance pay and incentive
were deferred in FY 2020-21 and FY 2021-22, while the overall employee
expenses in FY 2020-21 were lower by 3.1% as compared to the actual employee
expenses in FY 2019-20, in FY 2021-22, the overall employee expenses in FY
2021-22 increased by a healthy 7% over the previous year.

c) The salary increase claimed by MEGPTCL amounts to 32.4% and 6.3% in FY
2022-23 and FY 2023-24, respectively, while the salary per employee per month
has increased by 30.4% and 4.2% in FY 2022-23 and FY 2023-24, respectively,
after factoring in the increase in number of employees.

d) The marginal salary reduction of 3.1% in FY 2020-21 and the salary increase of
7% in FY 2021-22 do not justify the steep increase of 32.4% in FY 2022-23,
followed by 6.3% increase in FY 2023-24.

e) The salary per employee is also quite high and has increased to an average of Rs.
3.77 lakh per month on overall basis as well as for the technical personnel, which
does not appear justified for the nature of work being undertaken by such resources.
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3.2.15

3.2.16

3.2.17

3.2.18

3.2.19

3.2.20

f) Further, MEGPTCL had not made any statement in the truing up of FY 2020-21
and FY 2021-22 that the employee expenses are suppressed in FY 2020-21 and FY
2021-22 due to the deferment of the annual performance pay and incentive on
account of COVID 19. This is an entirely new submission for the same period,
which does not appear rational.

In the truing up for FY 2021-22, the Commission had considered the allowable actual
employee expenses as Rs. 61.64 Crore as against MEGPTCL’s claim of Rs. 65.31
Crore. Hence, the Commission has considered the allowable actual employee expenses
for FY 2022-23 and FY 2023-24 by escalating the approved value for FY 2021-22 by
the applicable escalation index of 3.86% and 3.84%, respectively, based on the
escalation index applied in the normative O&M expenses.

Thus, the Commission has approved actual employee expenses as Rs. 64.02 Crore and
Rs. 66.48 Crore for FY 2022-23 and FY 2023-24, respectively, as against MEGPTCL
claim of Rs. 86.45 Crore and Rs. 91.88 Crore, respectively.

A&G Expenses

As regards A&G Expenses, the Commission observes that MEGPTCL has claimed
expenses of Rs. 21.79 Crore and Rs. 21.20 Crore for FY 2022-23 and FY 2023-24,
respectively, towards legal and professional expenses, which is around 15.59% and
14.47% of total O&M expenses and also significantly higher than that allowed in the
truing up of FY 2021-22 (Rs.15.52 Crore). The legal and professional expenses claimed
by MEGPTCL amount to 55-57% of total A&G expenses, which is very high. The
Commission sought details and justification from MEGPTCL for the same, with
detailed breakup of legal and professional expenses and copies of invoices for such
expenses.

In reply, MEGPTCL submitted that actual legal and professional expenses for FY 2021-
22 was Rs. 24.54 Crore as per the Audited Accounts for FY 2021-22. Therefore, there
is a reduction in the legal and professional expenses during FY 2022-23 as compared
to that in FY 2021-22.

MEGPTCL further submitted that various sub-heads have been clubbed under legal and
professional expenses in the book of accounts of MEGPTCL as per the Company
Policy. MEGPTCL added corporate allocation from the Group is included in legal and
professional expense head, whereas in case of other Transmission Licensees, corporate
allocation is shown as a separate expense head and does not form part of legal and
professional expenses.

MEGPTCL submitted that major expenditure of Rs. 14.59 Crore and Rs. 15.44 Crore
for FY 2022-23 and FY 2023-24 under legal and professional expenses is on account
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3.2.21

3.2.22

3.2.23

of corporate allocation from the Group towards various services extended to
MEGPTCL during the respective financial year. MEGPTCL also submitted the copy of
invoices of the corporate allocation for FY 2022-23 and FY 2023-24. MEGPTCL
justified that the services extended to MEGPTCL include centralized procurement of
various services, tax consultancy, IT infrastructure, Cyber security, housekeeping,
admin services, security, etc.

MEGPTCL submitted that legal and professional charges also include licence fees,
Petition filing fees, audit fees, legal fees for lawyers, internal and statutory audit, cost
audit, labour law consultant, membership and subscriptions and other miscellaneous
charges.

MEGPTCL submitted that in the MTR Order dated 31.03.2023 in Case No. 237 of
2022, the Commission had observed that the average claims towards legal and
professional fees expense as percentage of total A&G expenses of various Transmission
Licensees are only around 14% for FY 2019-20 to FY 2021-22. In the present case,
MEGPTCL’s legal and professional expenses excluding corporate allocation is around
15%. Accordingly, MEGPTCL submitted that legal and professional expenses of 15%
of total A&G expenses are comparable with other Transmission Licensees. MEGPTCL
submitted sample copies of the invoices for legal and professional expenses for FY
2022-23 and FY 2023-24.

The Commission has analysed the replies and the sample invoices provided by

MEGPTCL. The Commission’s observations based on such analysis is as under:

a) MEGPTCL has submitted ‘sample’ invoices for total legal and professional fees of
Rs. 20.73 Crore and Rs. 19.60 Crore for FY 2022-23 and FY 2023-24, respectively,
which amounts to 95% and 92% of legal and professional fees claimed in FY 2022-
23 and FY 2023-24, respectively. Thus, this is not ‘sample’ data but almost entire
data, and it is not clear why MEGPTCL was not able to submit the balance 5% and
8% invoices, respectively, when invoices for the majority of the expenses have
been submitted.

b) The Corporate Allocation amounts to 38.3% and 40.3% of the total A&G expenses
claimed by MEGPTCL for FY 2022-23 and FY 2023-24, respectively, and
amounts to 67% and 73% of the legal and professional fees claimed by MEGPTCL
for FY 2022-23 and FY 2023-24, respectively, which is extremely high.

¢) MEGPTCL has justified the Corporate Allocation charged to MEGPTCL by stating
that the services extended to MEGPTCL include centralized procurement of
various services, tax consultancy, IT infrastructure, Cyber security, housekeeping,
admin services, security, etc. Firstly, the Corporate Allocation charged to
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MEGPTCL is very high, as observed earlier. Moreover, if Corporate Allocation is
against tax consultancy, cyber security, etc., then MEGPTCL should not have to
spend such high amounts on these activities separately also, as observed from the

study of the ‘sample’ invoices.

d) The study of the ‘sample’ invoices also highlights certain unallowable/excessive
expenses as shown in the Table below:

Table 6: Unallowable/Excessive Expenses under ‘legal and professional
expenses’ for FY 2022-23 and FY 2023-24 (Rs. Crore)

Particulars FY 2022-23 | FY 2023-24

Golf Club Membership 0.22 -
Charter Law Chamber — related to MSEDCL Appeal 0.03 0.03
vs. MERC in APTEL

Dhruva Tax Consultancy 0.35 -
G K Choksi - Corporate Tax Consultancy 0.27 0.27
IAS Legal - Retainership law Firm 0.10 -
MNSS & Associates - Tax Consultant 0.24 0.24
Payment to Shri V. J. Talwar (March 2022) 0.04 -
Sub-total 1.25 0.54
Above as Percentage of Legal and Professional 5. 79% 9 5204
EXxpenses

e) As can be seen from the above table, MEGPTCL has booked tax consultancy
expenses alone as Rs. 0.86 Crore, as well as Rs. 0.10 Crore for retainer law firm,
over and above the significant legal expenses claimed by MEGPTCL towards
various legal matters involving MEGPTCL. It has to be noted that these tax
consultancy related expenses are in addition to the extremely high Corporate
Allocation, which also supposedly includes these services.

f) MEGPTCL has also claimed Rs. 0.22 Crore towards Golf Club Membership, which

cannot be recovered as an expense from MEGPTCL’s beneficiaries.

g) MEGPTCL has also booked expense of Rs. 0.04 Crore pertaining to Invoice raised
in March 2022 for services rendered in March 2022, which have to be considered
as the expense of FY 2021-22, rather than in FY 2022-23

h) MEGPTCL has also claimed legal expenses related to an Appeal filed by MSEDCL
vs. the Commission, which cannot be recovered from the beneficiaries of
MEGPTCL.

3.2.24 Thus, based on the above elaborated analysis of the justification submitted by
MEGPTCL for the high legal and professional expenses under A&G expenses, the
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3.2.25

3.2.26

3.2.27

Commission is of the view that the high legal and professional expenses are not
justified. Hence, the Commission has considered the actual legal and professional
expenses for FY 2022-23 and FY 2023-24 by escalating the approved value for FY
2021-22 in the truing up for FY 2021-22, by the applicable escalation index of 3.86%
and 3.84%, respectively, based on the escalation index applied in the normative O&M
expenses.

Accordingly, the Commission has disallowed Rs. 5.67 Crore and Rs. 4.46 Crore of legal
and professional expenses for FY 2022-23 and FY 2023-24, respectively. Hence, the
Commission approves Rs. 16.12 Crore and Rs. 16.74 Crore towards Legal and
Profession expenses for FY 2022-23 and FY 2023-24, respectively, as against
MEGPTCL claim of Rs. 21.79 Crore and Rs. 21.20 Crore for FY 2022-23 and FY 2023-
24, respectively.

R&M EXxpenses

MEGPTCL has claimed actual R&M expenses of Rs. 9.85 Crore and 10.93 Crore for
FY 2022-23 and FY 2023-24, respectively. The Commission observes that there is a
nominal increase in the R&M expenses as claimed by MEGPTCL for FY 2022-23 and
FY 2023-24 vis-a-vis the R&M expenses approved in the True-up for FY 2021-22 in
the MTR Order in Case No. 237 of 2022. After scrutiny of the audited accounts for FY
2022-23 and FY 2023-24, the Commission has approved actual R&M expenses of Rs.
9.85 Crore and Rs. 10.93 Crore after truing up for FY 2022-23 and FY 2023-24,
respectively.

In view of the above, the approved actual O&M Expenses for the computation of
efficiency gains/(losses) is given in the Table below:

Table 7: Actual O&M Expenses for FY 2022-23 and FY 2023-24 as approved by the

3.2.28

Commission (Rs. Crore)

FY 2022-23 FY 2023-24
Particulars MYT Approved in MYT Approved in
Petition this Order Petition this Order
Employee Expenses 86.45 64.02 91.88 66.48
A&G Expenses 38.09 32.42 38.32 33.86
R&M Expenses 9.85 9.85 10.93 10.93
Lease Rent of Akola Il 5.41 5.41 5.41 5.41
Total 139.80 111.70 146.54 116.68

The Commission has considered the actual O&M Expenses of Rs. 111.70 Crore and
Rs. 116.68 Crore for FY 2022-23 and FY 2023-24, respectively, for the purpose of
Sharing of (Gains)/Losses as per provisions of MYT Regulations, 2019, including the
land lease rent of Akola S/s. Further, the Commission has approved the normative
O&M Expenses of Rs. 115.71 Crore and Rs. 119.95 Crore for FY 2022-23 and FY
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2023-24, respectively, including the land lease rent charges of Rs. 5.41 Crore for FY
2022-23 and FY 2023-24 for Akola 11 S/s. Thus, the land lease rent has been allowed
at actuals by including it in the normative O&M expenses as well as the actual O&M
expenses, without any sharing of gains and losses.

3.2.29 The sharing of Gains/(Losses) on account of variation of actual O&M expense from the
normative value has been computed and presented in subsequent paragraphs of this
Section.

3.3 Additional Capitalisation

MEGPTCL’s Submission

3.3.1 MEGPTCL has stated that the Commission had approved additional capitalisation of
Rs. 0.64 Crore and Rs. 3.97 Crore for FY 2022-23 and FY 2023-24, respectively, in the
MTR Order in Case No. 237 of 2022 dated 31 March, 2023. MEGPTCL has carried out
actual capitalization of Rs. 8.66 Crore and Rs. 2.00 Crore in FY 2022-23 and FY 2023-
24, respectively.

For FY 2022-23

3.3.2 MEGPTCL submitted that it has incurred capital expenditure for implementation of
various software along with necessary hardware, which were not required earlier and

hence, not envisaged in original scope of work. MEGPTCL accordingly requested the
Commission to approve capitalisation related to such technological upgradation
incurred during FY 2022-23.

3.3.3 Out of total capitalization of Rs. 8.66 Crore in FY 2022-23, MEGPTCL has done
capitalization of Rs. 2.60 Crore for computer equipment, Rs. 1.44 Crore for software,
Rs.0.68 for office equipment and furniture, Rs. 0.52 Crore for building and civil works,
and Rs. 3.42 Crore for substation and transmission line related activities.

3.3.4 Major components of Substation related capitalization include:

¢ Online DGA installation at Akola, Koradi and Ektuni — Rs. 3.33 Crore

3.3.5 Healthiness of Critical assets (Transformers and Reactors) are essential to maintain
availability and reliability of assets. With complexity in Power system network, new
diagnostic technologies are essential to monitor the real time healthiness of equipment.
Dissolved Gas Analysis (‘DGA’) is one such method to identify the incipient fault
inside the asset. However, periodic offline measurements do not serve the purpose of
identification of incipient faults. Online DGA installed serves the purpose perfectly
with real time gas monitoring and any gas rise shall alert the operator for necessary
corrective actions. This is a proven method and has saved large number of assets across
the globe by primary identification of failure. This will increase the reliability of critical
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3.3.6

3.3.7

3.3.8

3.3.9

assets and conscious decision making can be done well in time. Capital expenditure
incurred for the similar activity is already approved by the Commission during truing -
up of FY 2021-22.

For FY 2023-24

Out of total capitalization of Rs. 2.00 Crore, MEGPTCL has carried out capitalization
of Rs. 1.78 Crore for computer equipment, Rs. 0.04 Crore for software, Rs.0.06 for
office equipment and furniture, and Rs. 0.12 Crore for substation and transmission line
related activities. Major components of Substation and transmission line related
capitalization include:

e Bird Flight Diverter Installation scheme — Rs. 0.11 Crore

Objective of the capital investment is to protect saras crane bird from colliding in
transmission conductor line while flying during migration period in Tahsil-Tumsar,
District-Bhandara, Maharashtra. On 5" January 2022, the Hon’ble Bombay High court,
Nagpur Bench, Nagpur gave the decision on the Suo Moto PIL No. 2 of 2021 to protect
“Sarus crane bird” from electrocution by transmission lines. In accordance with the
Hon’ble High Court Order dated 05" January 2022, Hon’ble Collector, District-
Bhandara, Maharashtra has asked MEGPTCL to install the bird diverter.

MEGPTCL requested for approval of actual capitalization incurred in FY 2022-23 and
FY 2023-24. Being project specific Transmission Licensee, there are no DPR schemes
and hence, the Transmission Licensee is required to incur non-DPR capital expenditure
only. MEGPTCL requested the Commission to relax the criteria in line with Regulation
105 “Power to Relax” of the MYT Regulations, 2019, and allow actual capitalization
incurred during FY 2022-23 and FY 2023-24.

MEGPTCL also submitted that it has not taken separate loan and has managed
financing through internal accruals. Accordingly, for regulatory purposes, a normative
debt: equity structure of 70:30 has been considered.

Commission’s Analysis and Rulings

3.3.10

3.3.11

The Commission has noted the submission of MEGPTCL regarding actual
capitalisation in FY 2022-23 and FY 2023-24 towards computer equipment, software,
office equipment and furniture to meet its day-to-day business requirements
considering increasing trend of technology usage.

For FY 2022-23, MEGPTCL has claimed capitalisation of Rs. 3.42 Crore for substation
and transmission line related activities, however, MEGPTCL has provided justification
for ‘Online DGA installation at Akola, Koradi & Ektuni’ amounting to Rs. 3.33 Crore
only, hence, the Commission has allowed additional capitalisation of Rs. 3.33 Crore for
substation and transmission line related activities.
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3.3.12

3.3.13

3.3.14

Similarly, for FY 2023-24, MEGPTCL has claimed capitalisation of Rs. 0.12 Crore for
substation and transmission line related activities, however, MEGPTCL has provided
justification for ‘Bird Flight Diverter Installation scheme — Rs. 0.11 Crore’,
accordingly, the Commission allows additional capitalisation of Rs. 0.11 Crore for
substation and transmission line related activities.

For FY 2022-23, MEGPTCL has claimed other Non-DPR capitalisation of Rs. 2.60
Crore for computer equipment, Rs. 1.44 Crore for software, Rs. 0.68 for office
equipment and furniture, and Rs. 0.52 Crore for building and civil works. For FY 2023-
24, MEGPTCL has claimed other Non-DPR capitalisation of Rs. 1.78 Crore for
computer equipment, Rs. 0.04 Crore for software, and Rs.0.06 Crore for office
equipment and furniture. The Commission does not approve these Non-DPR
capitalisation in the truing up for FY 2022-23 and FY 2023-24, on account of the
following reasons:

a) The capitalisation claimed against computer equipment, software, office equipment
and furniture, and building and civil works are very high and MEGPTCL has
submitted neither details nor justification for such capital expenditure, in terms of
need for such capital expenditure and the cost-benefit-analysis of such capital
expenditure.

b) Regulation 10.1 of the MERC (Approval of Capital Investment Schemes)
Regulations, 2022, specifies as under:

“10.1AIl Non-DPR Schemes shall be required to be registered with the
Commission on quarterly basis in physical form, till the commencement of
the web-portal referred in Regulation 19 of these Regulations, after which
the Schemes shall be registered on the web portal:

Provided also that the Commission shall not consider Non-DPR Schemes
that have not been registered with the Commission, for Final approval of
completed cost in accordance with these Regulations.” (emphasis added)

c) Thus, the MERC (Approval of Capital Investment Schemes) Regulations, 2022
clearly specify that the Licensees are required to register the Non-DPR Schemes
with the Commission, and in the absence of such registration, the Capitalisation of
such Schemes shall not be allowed. Hence, the Commission has disallowed
Capitalisation claimed by MEGPTCL against such Non-DPR Schemes.

The Commission has allowed the capitalisation against Non-DPR schemes, as there is
no DPR capitalisation in these years, hence, the limit of ratio of Non-DPR to DPR capex
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cannot be operationalised.

3.3.15 The summary of the Additional Capitalisation approved by the Commission after truing
up for FY 2022-23 and FY 2023-24, is provided in the table below:
Table 8: Additional Capitalisation approved by the Commission for FY 2022-23

(Rs. Crore)
FY 2022-23
Particulars MYT Approved in
MTR Order Petition this Order
Computer equipment 2.60 -
Software 1.44 -
Office equipment and furniture 0.68 -
Building and Civil works 0.52 }
Substation related activities 0.64 3.42 3.33
Total 0.64 8.66 3.33

Table 9: Additional Capitalisation approved by the Commission for FY 2023-24 (Rs.

Crore)
FY 2023-24
Particulars MTR Order MYT Approved in
Petition this Order
Computer equipment 1.78 -
Software 0.04 -
Office equipment and furniture 0.06 }
Substation related activities 3.97 0.12 0.11
Total 3.97 2.00 0.11

3.3.16 The Commission approves Additional Capitalisation of Rs. 3.33 Crore and Rs.
0.11 Crore after truing up for FY 2022-23 and FY 2023-24, respectively.

3.4 Depreciation

MEGPTCL’s Submission

3.4.1 Depreciation is calculated on the average Gross Fixed Assets (GFA) during the year
based on Straight Line Method. Asset class-wise depreciation rates for FY 2022-23 and
FY 2023-24 have been considered as specified under Regulation 28 of the MYT
Regulations, 2019. MEGPTCL has considered opening GFA for FY 2019-20 same as
approved by the Commission in its Order dated 31.03.2023 in Case No. 237 of 2022
and subsequent capitalization carried out during FY 2019-20, FY 2020-21 and FY
2021-22 as elaborated in its Petition. The summary of Depreciation claimed by
MEGPTCL is as follows:
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Table 10: Depreciation Expenses for FY 2022-23 and FY 2023-24 , as submitted by

MEGPTCL (Rs. Crore)

ST FY 2022-23 FY 2023-24
MTR Order Actual MTR Order Actual
Opening GFA 5785.92 5817.23 5786.57 5825.89
Additions during the year 0.64 8.66 3.97 2.00
Retirement - - - -
Closing GFA 5786.57 5825.89 5790.54 5827.89
Depreciation 304.13 306.30 304.25 306.97

Commission Analysis and Rulings

3.4.2 The Commission has considered the Opening GFA for FY 2022-23 equal to the closing
GFA approved in the truing-up for FY 2021-22 in the MTR Order dated 31 March
2023. The Commission has not considered the revision in the Opening GFA for FY
2022-23 as claimed by MEGPTCL in its Petition, as the Additional Capitalisation due
to MSETCL’s claim regarding Ektuni bays has not been approved by the Commission

based on MEGPTCL’s revised submissions in this regard and the rationale elaborated
in a subsequent Section of this Order.
3.4.3 The addition to GFA during FY 2022-23 and FY 2023-24 has been considered based
on the capitalisation approved in earlier paragraphs. Depreciation has been computed
using Straight Line Method and Depreciation rates as specified in Annexure | of MYT

Regulations, 2019.

3.4.4 Accordingly, the Commission approves the Depreciation after truing up for FY 2022-
23 and FY 2023-24, as shown in the table below:

Table 11: Depreciation Expenses for FY 2022-23 and FY 2023-24 as approved by the

Commission (Rs. Crore)

FY 2022-23 FY 2023-24
Particulars MTR MYT Approved in MTR MYT Approved in
Order Petition this Order Order Petition this Order

ggse"tgng GrossFixed | giec 95 | 5817.23 578592 | 578657 | 5825.89 5789.25
Addition during the 0.64 8.66 3.33 3.97 2.00 0.11
Year
Asset Retirement - - - - - -
Closing Gross Fixed | 795 57 | 5g95 g9 5789.25 | 579054 | 5827.89 5789.36
Assets
g\tlsrage Depreciation | 55600 | 5.26% 528% |  526% | 5.27% 5.28%
Depreciation 30413 | 306.30 305.85 | 304.25 | 306.97 305.94
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3.45

3.5

The Commission approves Depreciation of Rs. 305.85 Crore and Rs. 305.94 Crore
after truing up for FY 2022-23 and FY 2023-24, respectively.

Interest on Long-Term Loan

MEGPTCL’s Submission

3.5.1

3.5.2

3.5.3

354

3.55

MEGPTCL submitted that as per Regulation 30.1 read with Regulation 27.1 of the
MYT Regulations, 2019, 70% of the capital cost of the project shall be considered as
Gross Normative loan for calculation of interest on loan. As per Regulation 30.2 of
MYT Regulations, 2019, the normative loan outstanding as on 01April 2020 shall be
worked out by deducting the cumulative repayment as admitted by the Commission up
to 31 March 2020 for the gross normative loan. Further, Regulation No. 30.3 provides
that the repayment during each year of the Control Period from FY 2020-21 to FY
2024-25 shall be deemed to be equal to the depreciation allowed for that year.

MEGPTCL has considered an interest rate of 13.25% based on the applicable interest
rate as per the ICD Agreement with the group entity lender for refinancing of its original
loans.

As per Regulation 30.5 of the MYT Regulations 2019, the weighted average rate of
interest computed on the basis of the actual loan portfolio during the concerned year
shall be considered as the rate of Interest. Accordingly, MEGPTCL has considered the
weightage average rate of interest as 13.25% for FY 2022-23 and FY 2023-24.

MEGPTCL has incurred Finance Charges of Rs. 0.11 Crore and Rs. 0.09 Crore for FY
2022-23 and FY 2023-24, respectively, and the same has been claimed as part of
interest expense.

The interest expense claimed by MEGPTCL for FY 2022-23 and FY 2023-24 is given
in the Table below:

Table 12: Interest on Long Term Loans for FY 2022-23 and FY 2023-24, as submitted

by MEGPTCL (Rs. Crore)

Particulars FY 2022-23 FY 2023-24
MTR Order Actual MTR Order Actual

Opening Balance of Loan 1,770.68 1788.46 1467.01 1,488.23
Addition in Loan during the Year 0.45 6.06 2.78 1.40
Repayment of Loan during the 304.13 306.30 304.25 306.97
Year

Closing Balance of Loan 1,467.01 1,488.23 1165.54 1,182.66
ﬁ;’:rrage Loan Balance during the 161885 | 163835 1316.27 1,335.44
Interest Rate (%) 12.68% 13.25% 12.68% 13.25%
Interest Expense 205.19 217.08 166.84 176.95
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Particulars FY 2022-23 FY 2023-24
MTR Order Actual MTR Order Actual
Financing Charges - 0.11 - 0.09
Total Interest & Financing 205.19 217.19 166.84 177.04
Charges

Commission’s Analysis and Rulings

3.5.6 The Commission has considered the opening normative loan for FY 2022-23 equal to

the closing normative loan approved in the truing-up for FY 2021-22 in the MTR Order
dated 31 March 2023. The Commission has not considered the revision in the opening
loan for FY 2022-23 as claimed by MEGPTCL in its Petition, as the Additional

Capitalisation (and hence, additional debt and equity) due to MSETCL’s

claim

regarding Ektuni bays has not been approved by the Commission based on

MEGPTCL’s revised submissions in this regard and the rationale elaborated in

subsequent paragraphs of this Section.
3.5.7

The debt addition during FY 2022-23 and FY 2023-24 has been considered equal to

70% of the GFA addition approved for the respective years, as elaborated in earlier
paragraphs, based on the normative Debt-Equity ratio of 70:30, in accordance with

Regulation 27.1 of the MYT Regulations, 2019.
3.5.8

In the previous Order in Case No. 237 of 2022 dated 31%* March 2023, considering the

Hon’ble APTEL Judgment dated 28 November 2022, the Commission has considered
the ICD loan agreement and has recomputed the interest rate on long-term loan as

12.675%. Accordingly, the interest rate on long-term loan has been considered as

12.675% for computation of interest on normative loan for FY 2022-23 and FY

2023-

24. The actual Financing Charges have been approved after verification from the

Audited Accounts.

3.5.9
truing up for FY 2022-23 and FY 2023-24, is shown in the Table below:

The computation of the interest on long term loan approved by the Commission after

Table 13: Interest on Long Term Loans for FY 2022-23 and FY 2023-24 as approved by

the Commission (Rs. Crore)

FY 2022-23 FY 2023-24
Particulars MTR MYT | Approved in MTR MYT | Approved in
Order Petition this Order Order Petition this Order

Opening Balance of
L([))an g 1770.68 1788.46 1770.68 1467.01 1488.23 1467.16
Addition of Loan during
the year 0.45 6.06 2.33 2.78 1.40 0.08
Repayment of Loan
during the year 304.13 306.30 305.85 304.25 306.97 305.94
Closing Balance of Loan | 1467.01 | 1488.23 1,467.16 | 1165.54 1,182.66 1,161.29
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FY 2022-23 FY 2023-24
Particulars MTR MYT | Approved in MTR MYT | Approved in
Order Petition this Order Order Petition this Order

Interest Rate 12.68% 13.25% 12.68% 12.68% 13.25% 12.68%
Total Interest
Expenses 205.19 217.08 205.28 166.84 176.95 166.64
Financing Charges 0.11 0.11 0.09 0.09
Total Interest &
Financing Charges 205.19 217.19 205.39 166.84 177.04 166.73

3.5.10 The Commission approves the Interest on Long Term Loans of Rs. 205.39 Crore
and Rs. 166.73 Crore after Truing-up of FY 2022-23 and FY 2023-24, respectively.

3.6 Interest on Working Capital (IloWC)

MEGPTCL’s Submission

3.6.1 MEGPTCL has computed the Interest on Working Capital (IOWC) for FY 2022-23 and
FY 2023-24 in accordance with Regulation 32.2 of the MYT Regulations, 2019.
MEGPTCL has considered the rate of interest on working capital as 9.30% and 10.07%
for FY 2022-23 and FY 2023-24, respectively, based on the Weighted Average Base
Rate prevailing during the concerned year plus 150 basis points, which is applied on
the working capital requirement to arrive at the interest on working capital, as given in
the Table below:

Table 14: Normative Interest on Working Capital for FY 2022-23 and FY 2023-24,
as submitted by MEGPTCL (Rs. Crore)

FY 2022-23 FY 2023-24
Interest on Working Capital
'ng ~-apt MTR Actual MTR Actual
Order Order
O&M Expenses for one month 9.64 9.64 10.00 10.00
i 0
Maintenance Spares @ 1% of the 57 86 58.17 57 87 58.96

opening GFA for the year
Receivables equal to 1.5 months
equivalent of revenue from 114.27 114.27 208.41 208.41
transmission charges

Less: Amount of Security
Deposit  from  Transmission - - - -
System Users

Total Working Capital

. 181.77 182.08 276.27 276.27
Requirement
Interest Rate (%) 9.45% 9.30% 9.45% 10.07%
Interest on Working Capital 17.18 16.93 26.11 27.85
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3.6.2 Against approved IOWC Expenses, MEGPTCL has claimed actual IOWC, as shown in

the Table below:

Table 15: Actual Interest on Working Capital expenses for FY 2022-23 and FY 2023-24

submitted by MEGPTCL (Rs. Crore)

Sr. No. Particulars FY 2022-23 FY 2023-24
1 Actual Interest on Working Capital 25.46 26.79
2 Delayed Payment Surcharge 37.61 -

3

Net actual interest on Working Capital for

sharing of gains/(losses) 0.00 26.79

Commission’s Analysis and Rulings
3.6.3 Regulation 32.2(a) and (b) of the MYT Regulations, 2019 specifies the methodology

for assessment of Working Capital requirements by a Transmission Licensee, as
reproduced below:

“32.2 Transmission

(a) The working capital requirement of the Transmission Licensee shall cover:

i. Operation and maintenance expenses for one month;

ii. Maintenance spares at one per cent of the opening Gross Fixed Assets for the
Year; and

iii. One-and-a-half-month equivalent of the expected revenue from transmission
charges at the prevailing Tariff;

Minus

iv. Amount held as security deposits in cash, if any, from Transmission System Users:
Provided further that for the purpose of Truing-up for any year, the working capital
requirement shall be re-computed on the basis of the values of revised normative
Operation & Maintenance expenses and actual Revenue from Transmission Charges
excluding incentive, if any, and other components of working capital approved by
the Commission in the Truing-up before sharing of gains and losses;

(b) Rate of interest on working capital shall be on normative basis and shall be
equal to the Base Rate as on the date on which the Petition for determination of
Tariff is filed, plus 150 basis points:

Provided that for the purpose of Truing-up for any year, interest on working capital
shall be allowed at a rate equal to the weighted average Base Rate prevailing during
the concerned Year plus 150 basis points...
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32.6 For the purpose of Truing-up for each year, the variation between the
normative interest on working capital computed at the time of Truing-up and the
actual interest on working capital incurred by the Generating Company or Licensee
or MSLDC, substantiated by documentary evidence, shall be considered as an
efficiency gain or efficiency loss, as the case may be, on account of controllable
factors, and shared between it and the respective Beneficiary/ies or consumer as the
case may be, in accordance with Regulation 11:

Provided that the Delayed Payment Surcharge and Interest on Delayed Payment as
per books of accounts of the Generating Company or Licensee or MSLDC shall be
deducted from the actual interest on working capital, before sharing of the efficiency
gain or efficiency loss, as the case may be:...”

3.6.4 Accordingly, working capital requirement has been computed as per the above
Regulatory provisions and interest rate has been considered equivalent to weighted
average SBI 1-year MCLR during the year of 7.80% p.a. and 8.57% p.a. for FY 2022-
23 and FY 2023-24, respectively, plus 150 basis points for computation of Interest on

Working Capital.
3.6.5

basis as given in the table below:

Table 16: Normative loWC for FY 2022-23 and FY 2023-24 as approved by the

Commission (Rs. Crore)

Accordingly, the Commission approves the Interest on Working Capital on normative

FY 2022-23 FY 2023-24
Particulars MTR | myT | APPTOved | yrp | vy | APPrOved

Order Petition Order Order Petition Order
O&M Expenses for 1 Month 9.64 9.64 9.64 10.00 10.00 10.00
Maintenance spares @1% of
the opening GFA for the year 57.86 58.17 57.86 57.87 58.26 57.89
Receivables equal to 1.5
months equivalent of revenue 114.27 | 114.27 114.27 208.41 208.41 208.41
from transmission charges
Less: Amount of Security
Deposit from Transmission - - - - - -
System Users (TSUSs)
Total Working Capital
Requirement 181.77 | 182.08 181.77 276.27 276.66 276.29
Interest Rate (%) 9.45% 9.30% 9.30% 9.45% 10.07% 10.07%
Interest on Working Capital 17.18 | 16.93 16.90 | 26.11 27.85 27.81

3.6.6 The Commission approves the normative Interest of Working Capital as Rs.

MERC Order — Case No. 182 of 2024

Page 48 of 111




Approval of Truing-up for FY 2022-23 and FY 2023-24, Provisional Truing-up for FY 2024-25 and projection of
ARR for FY 2025-26 to FY 2029-30 for MEGPTCL.

3.6.7

16.90 Crore and Rs. 27.81 Crore after Truing-up of FY 2022-23 and FY 2023-24,
respectively.

The Commission notes that, MEGPTCL has claimed actual loWC expenses as Nil for
FY 2022-23 and Rs. 26.79 Crore for FY 2023-24. The Commission has verified the
actual Delayed Payment Charges (DPC) from the Audited Accounts of MEGPTCL,
which are Rs. 37.61 Crore for FY 2022-23 and Nil for FY 2023-24. Hence, the
allowable actual loWC is shown in the Table below:

Table 17: Actual Interest on Working Capital expenses for FY 2022-23 and FY 2023-24

as approved by the Commission (Rs. Crore)

Sr. No. Particulars FY 2022-23 FY 2023-24
1 Actual Interest on Working Capital 25.46 26.79
2 Delayed Payment Surcharge 37.61 -
Net actual interest on Working Capital for
3 . . - 26.79
sharing of gains/(losses)
3.6.8 The Commission approves the actual Interest of Working Capital as Nil for FY

2022-23 and Rs. 26.79 Crore for FY 2023-24, for the purposes of sharing of
efficiency gains/losses, as elaborated subsequently.

3.7 Return on Equity (RoE)

MEGPTCL’s Submission

3.7.1

3.7.2

3.7.3

3.7.4

MEGPTCL submitted that it has computed Base RoE for FY 2022-23 and FY 2023-24
in accordance with Regulations 29.1, 29.2 and 29.3 of the MYT Regulations, 2019.
Further, MEGPTCL has computed additional RoE for FY 2022-23 and FY 2023-24, in
accordance with Regulation 29.7 of the MYT Regulations, 2019. Further, Regulations
34.2 to 34.5 of the MYT Regulations, 2019 applicable for FY 2020-21 to FY 2024-25
provides for rate of RoE including additional rate of RoE to be grossed up with the
effective tax rate for the respective financial year.

MEGPTCL submitted that it has computed RoE based on the opening Capital cost of
the Project as on 1%t April 2019 as approved by the Commission in its Order dated
03.06.2021 in Case No. 50 of 2016 along with additional capitalisation in FY 2019-20
to FY 2023-24. Hence, the same has been computed considering 30% equity, as the
actual equity deployed for the project is more than 30% of the capital cost.
MEGPTCL submitted that it has achieved transmission availability of 99.85% and
99.79% for FY 2022-23 and FY 2023-24, respectively. Hence, MEGPTCL is eligible
for 15.5% rate of RoE (14% of base rate of RoE and 1.5% of additional rate of ROE)
for FY 2022-23 and FY 2023-24.

MEGPTCL submitted that in accordance with Regulation 29 and Regulation 34 of the
MYT Regulations, 2019, MEGPTCL has considered grossed up rate of RoE of
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18.782%, and computed the RoE as given in the following table:

Table 18: Return on Equity for FY 2022-23 and FY 2023-24 as submitted by
MEGPTCL (Rs. Crore)

FY 2022-23 FY 2023-24
Return on Equity MTR MTR
Order Actual Order Actual

Regulatory  Equity —at  the 173579 | 1,745.17 1735.98 | 1,747.77
beginning of the year
Equity portion of capitalisation

i 0.19 2.60 1.19 0.60
during the year
Reduction in Equity Capital on
account  of  retirement / - - - -
replacement of assets
5::r”'at°'y Equity atthe end of the 1,735.98 | 1747.77 1737.17 | 1,74837
Rate of Return on Equity 14.00% 15.50% 14.00% 15.50%
Tax Rate 17.472% | 17.472% 17.472% | 17.472%
Rate of pre-tax RoE 16.96% 18.78% 16.96% 18.78%
Retl_Jrn_on Regulatory Equity at the ] 397 77 ] 398,96
beginning of the year
Retyrn_ o_n Equ_lty portion of ) 0.24 ) 0.06
capitalisation during the year
Total RoE 294.48 328.01 294.59 328.31

Commission’s Analysis and Rulings

3.7.5 Regulations 29.1, 29.2 and 29.3 of the MYT Regulations, 2019 provide for Base Rate
of RoE for Transmission Licensees at 14% on the opening equity and on 50% of the
equity addition during the year. Regulation 29.7 of the MYT Regulations, 2019
provides for additional rate of RoE based on achievement of specified performance
parameters, as reproduced below:
“29.7 In case of Transmission, an additional rate of Return on Equity shall be allowed
on Transmission Availability, at time of truing up as per the following schedule:

a) For every 0.50% over-achievement in Transmission Availability up to
Transmission Availability of 99.50% for AC System and 96.50% for HVDC bi-pole
links and HVDC back-to-back stations, rate of return shall be increased by 0.75%;

b) For every 0.25% over-achievement in Transmission Availability above 99.50% for
AC System and 96.50% for HVDC bi-pole links and HVDC back-to-back stations, rate
of return shall be increased by 0.75%, subject to ceiling of additional rate of Return
on Equity of 1.50%;
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3.7.6

3.7.7

3.7.8

3.7.9

Provided that the additional rate of Return on Equity shall be allowed on pro-rata
basis for incremental Availability higher than Target Availability:

Provided further that Target Availability for additional rate of Return on Equity shall
be as per Regulation 60.”

The Commission has considered opening balance of equity for FY 2022-23 equal to the
closing balance of equity as approved in the truing up for FY 2021-22 in the MTR Order
dated 31 March 2023. The normative addition to equity during FY 2022-23 and FY
2023-24 has been considered equal to 30% of the approved Capitalisation during the
year.

The Commission has verified the Transmission Availability as claimed by MEGPTCL
as 99.85% and 99.79% for FY 2022-23 and FY 2023-24, respectively, based on the
SLDC certificate submitted by MEGPTCL. Accordingly, MEGPTCL is eligible for
1.5% of additional rate of RoE for FY 2022-23 and FY 2023-24.

Further, Regulations 34.2 to 34.5 of the MYT Regulations, 2019 applicable for FY
2020-21 to FY 2024-25 provides for rate of RoE including additional rate of RoOE to be
grossed up with the effective tax rate for the respective financial year. The effective tax
rate of MEGPTCL has been verified to be the MAT rate of 17.472% for FY 2022-23
and FY 2023-24, based on the Income Tax Returns submitted by MEGPTCL. Thus, the
effective pre-tax Base Rate of ROE works out to 16.96% (14% grossed up by Tax rate
of 17.472%) and 1.82% (1.5% grossed up by Tax rate of 17.472%), respectively.

The Commission has approved the Base RoE and Additional RoE separately in the
truing up for FY 2022-23 and FY 2023-24, as shown in the Tables below:

Table 19: Base RoE for FY 2022-23 and FY 2023-24 as approved by the Commission

(Rs. Crore)
FY 2022-23 FY 2023-24
Particulars MTR MYT Approved In MTR MYT Approved in
Order Petition this Order Order Petition this Order

Regulatory Equity at the 1,735.79 | 1,745.17 173579 | 1,735.98 | 1.747.77 1,736.79
beginning of the year
Equity addition during the
year 0.19 2.60 1.00 1.19 0.60 0.03
Reduction in Equity on
account of retirement of assets
I'T]eeg;jégtred Equity atthe end of | ) 730 95 | 1 747.77 1,736.79 | 1,737.17 | 174837 1,736.82
Egift;ate of Return on 14.00% |  15.50% 14.00% | 14.00% |  15.50% 14.00%
Pre-tax Return on Equity after
considering effective Tax rates | 16.96% | 18.78% 16.96% | 16.96% 18.78% 16.96%
E:;:’;glﬁg Sf?h“e'a;ggfq”'ty 327.77 20446 |  294.49 328.26 294.63
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FY 2022-23 FY 2023-24
Particulars MTR MYT Approved In MTR MYT Approved in
Order Petition this Order Order Petition this Order
Return on Regulatory Equity 0.24 0.08 0.10 0.06 0.003
addition during the year® ' ' ' ' '
Egg’}'tfet“m on Regulatory | 59, 45 | 328,01 20454 | 29459 32831 204.63

$: MEGPTCL has claimed combined pre-tax RoE (Base RoE plus Additional RoE) of 18.78% in its
Petition, whereas the Commission has approved Base pre-tax RoE and Additional pre-tax RoE

separately

Table 20: Additional RoE for FY 2022-23 and FY 2023-24, as approved by the

Commission (Rs. Crore)
FY 2022-23 FY 2023-24
Particulars MEGPTCL | Approvedin | MEGPTCL | Approved in
Petition this Order Petition this Order
Target Availability 99.00% 99.00% 99.00% 99.00%
Actual Availability Achieved 99.85% 99.85% 99.79% 99.79%
Additional rate of return on equity 1.50% 1.50%
Pre-tax rate of RoE 1.82% 1.82%
RoE on the average balance 31.56 31.57

Note: MEGPTCL has claimed combined Base RoE plus Additional RoE in its Petition as shown
in the previous Table, hence, not shown separately under this Table

3.7.10 The Commission thus, approves total Return on Equity of Rs. 326.10 Crore (Rs.
294.54 Crore + Rs. 31.56 Crore) and Rs. 326.20 Crore (Rs. 294.63 Crore + Rs.
31.57 Crore) after Truing-up for FY 2022-23 and FY 2023-24, respectively.

3.8 Contribution to Contingency Reserves

MEGPTCL’s Submission

3.8.1 MEGPTCL submitted that it has invested additional Rs. 14.69 Crore and Rs. 13.90
Crore for FY 2022-23 and FY 2023-24, respectively, within time stipulated in MYT
Regulations, 2019, in accordance with Regulation 35.1 of the MY T Regulations, 2019.

3.8.2

MEGPTCL submitted the Auditor Certificate certifying investment as on 30.09.2023

and 30.09.2024 along with the supporting documents for investment made in various
Government Securities.

3.8.3

2023-24 is given in the Table below:
Table 21: Contribution to Contingency Reserves for FY 2022-23 and FY 2023-24 as

submitted by MEGPTCL (Rs. Crore)

Accordingly, the contribution to contingency reserves invested for FY 2022-23 and FY
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FY 2022-23 FY 2023-24
Contingency Reserves MTR MTR

Order Actual Order Actual
Opening Balance of Contingency 76.07 76.07 90.53 90.76
Reserves
Opening Gross Fixed Assets 5785.92 5817.23 5786.57 5825.89
Opening Balance of Contingency 0 0 0 0
Reserves as % of Opening GFA 1.31% 1.31% 1.56% 1.56%
Contrlbutlon_ to Contingency 14.46 14.69 14.47 13.90
Reserves during the year
Utilisation of  Contingency i ) ) i
Reserves during the year
Closing Balance of Contingency 0 0 0 0
Reserves as % of Opening GFA 1.56% 1.56% 181% 1.80%
Closing Balance of Contingency

90.53 90.76 105.00 104.66

Reserves

Commission’s Analysis and Rulings

3.8.4 Regulation 35.1 of the MYT Regulations, 2019 specifies as under regarding
contribution to contingency reserves:

“35.1 Where the Licensee has made a contribution to the Contingency Reserve, a
sum not less than 0.25 per cent and not more than 0.5 per cent of the original cost
of fixed assets shall be allowed annually towards such contribution in the
calculation of Aggregate Revenue Requirement:

Provided that where the amount of such Contingency Reserves exceeds five (5) per
cent of the original cost of fixed assets, no further contribution shall be allowed:

Provided further that such contribution shall be invested in securities authorised
under the Indian Trusts Act, 1882 within a period of six months of the close of the

’

Year.’

3.8.5 The Commission has verified the investment in contingency reserves made by
MEGPTCL, and has verified that the contribution to contingency reserve is equal to

3.8.6

0.25 % of Opening GFA of the year.

Hence, the Commission has approved contribution to contingency reserve of Rs. 14.69
Crore and Rs. 13.90 Crore for FY 2022-23 and FY 2023-24, respectively, as shown in

the Table below.

Table 22: Contribution to Contingency Reserves for FY 2022-23 and FY 2023-24
as approved by the Commission (Rs. Crore)
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FY 2022-23 FY 2023-24
Particulars MTR MYT | Approvedin | MTR MYT | Approved in
Order Petition this Order Order Petition this Order
Opening Balance of 76.07 76.07 76.07 9053 | 9076 90.53
Contingency Reserves
Opening GFA 5,785.92 | 5,817.23 5,785.92 | 5,786.57 | 5,825.89 5,789.25
Contribution to
Contingency Reserves 14.46 14.69 14.46 14.47 13.90 13.90
during year
3.8.7 The Commission approves the Contribution to Contingency Reserves of Rs. 14.46

Crore and Rs. 13.90 Crore after Truing-up for FY 2022-23 and FY 2023-24,
respectively.

3.9 Non-Tariff Income

MEGPTCL’s Submission

3.9.1

3.9.2

3.9.3

3.94

MEGPTCL submitted that the Commission had approved the Non-Tariff Income of Rs.
4.62 Crore and Rs. 5.54 Crore for FY 2022-23 and FY 2023-24, respectively, earned
out of investment of contingency reserves.

MEGPTCL submitted that for FY 2022-23, gross Non-Tariff Income works out to 6.04
Crore, comprising Rs. 5.49 Crore from investment of contingency reserves, Rs. 0.20
Crore from sale of scrap, and Rs. 0.35 Crore from Miscellaneous Income. MEGPTCL
has also booked rebate of Rs. 2.09 Crore (Rs. 0.92 Crore of FY 2021-22 and Rs. 1.18
Crore of FY 2022-23) in its books during FY 2022-23 and the same has been reduced
from Non-Tariff Income as per Regulation 36.4 of MYT Regulations, 2019. Net Non-
Tariff Income for FY 2022-23 works out to Rs. 3.95 Crore.

Similarly, for FY 2023-24, gross Non-Tariff Income works out to Rs. 5.81 Crore
comprising Rs. 5.65 Crore from investment of contingency reserves, Rs. 0.04 Crore
from sale of scrap, and Rs. 0.12 Crore from Insurance claim. MEGPTCL has also
booked rebate of Rs. 2.62 Crore (Rs. 1.44 Crore of FY 2023-24 and Rs. 1.18 Crore of
FY 2021-22) in its books during FY 2023-24 and the same is reduced from Non-Tariff
Income as per Regulation 36.4 of MYT Regulations, 2019. Net Non-Tariff Income for
FY 2023-24 works out to Rs. 3.19 Crore.

MEGPTCL submitted that booking of the rebate in annual accounts is done once
reconciliation statement is signed with MSETCL (STU). Rebate for FY 2014-15 to FY
2018-19 was reconciled as part of reconciliation statement of FY 2019-20 and hence
rebate of FY 2014-15 to FY 2018-19 was booked in annual accounts of FY 2019-20.
Similarly, Rebate of FY 2019-20 was reconciled as part of reconciliation statement of
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FY 2020-21 and hence, rebate of FY 2019-20 was booked in annual accounts of FY
2020-21. Reconciliation of rebate in terms of rebate availed by MSETCL(STU),
booked and claimed by MEGPTCL and approved by the Commission is given in the
Table below:

Table 23: Rebate availed by MSETCL, Booked in Annual Accounts and approved/
proposed for approval by MEGPTCL (Rs. Crore)

Particular 01.10.2014 FY FY FY FY FY FY Cumulati
to 2018- | 2019- | 2020- | 2021- | 2022- | 2023- | vetillFY
31.03.2018 19 20 21 22 23 24 2023-24
Rebate availed by
MSETCL 2.09 1.80 1.23 1.18 1.18 0.92 1.44 9.84
Rebate booked in
Annual Accounts - - 3.94 1.18 | (0.05) 2.09 2.62 9.78
Rebate  approved/
proposed for - - 1.23 1.18 1.18 2.09 2.62 8.30
approval

3.9.5 The MYT Regulations, 2019 provides that interest earned from investments made out
of Return on Equity corresponding to the regulated Business of the Transmission
Licensee shall not be included in Non-Tariff Income. Accordingly, interest income
earned out of Return on Equity of Rs. 6.78 Crore and Rs. 67.79 Crore for FY 2022-23
and FY 2023-24, respectively, have not been considered as part of Non-Tariff Income.
MEGPTCL has also not considered Rs. 0.16 Crore of unclaimed liability booked during
FY 2023-24 as Non-Tariff Income.

3.9.6
under:

The Non-Tariff Income claimed by MEGPTCL for FY 2022-23 and FY 2023-24, is as

Table 24: Non-Tariff Income for FY 2022-23 and FY 2023-24 as submitted by

MEGPTCL (Rs. Crore)

FY 2022-23 FY 2023-24
Particulars MTR MTR
Order Actual Order Actual
Non-Tariff Income 4.62 3.95 5.54 3.19

3.9.7 MEGPTCL submitted that it has not carried out any other business during FY 2022-23
and FY 2023-24, hence, there is no income under the said head.

Commission’s Analysis and Rulings

3.9.8 The Commission has verified the different heads of Non-Tariff Income from the
Audited Accounts for FY 2022-23 and FY 2023-24. The Commission has verified the
interest income from investment of Contingency Reserves, income from sale of scrap,
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3.9.9

3.9.10

insurance claim received, and miscellaneous income, which comprise the Non-Tariff
Income.

The Commission has verified the details pertaining to rebate reported by MEGPTCL in
its Audited Accounts of FY 2022-23 and FY 2023-24. The Commission has also
verified the actual rebate recognised by STU while releasing the payment to
MEGPTCL. The Commission notes that MEGPTCL has reported Rs. 2.09 Crore and
Rs. 2.62 Crore as rebate (discount) in Audited Accounts of FY 2022-23 and FY 2023-
24, respectively, and the same has been considered as expenses while reporting the
Non-Tariff Income.

The Non-Tariff Income approved by the Commission after truing up for FY 2022-23
and FY 2023-24, is shown in the Table below:

Table 25: Non-Tariff Income for FY 2022-23 and FY 2023-24 as approved by the

Commission (Rs. Crore)

FY 2022-23 FY 2023-24
Particulars MTR MyT | APProved | iR MyT | APproved
Order Petition 1l Order Petition L
Order Order
Income from 4.62 5.49 5.49 5.54 5.65 5.65
Contingency Reserves
Income from sale of ; 0.20 0.20 ; 0.04 0.04
scrap
Insu_rance claim i i ) ) 0.12 0.12
received
Miscellaneous Income - 0.35 0.35 - - -
Less: Rebate - 2.09 2.09 - 2.62 2.62
Total 4.62 3.95 3.95 5.54 3.19 3.19

3.9.11 The Commission approves the Non-Tariff Income of Rs. 3.95 Crore and Rs. 3.19

3.10

Crore after Truing-up for FY 2022-23 and FY 2023-24, respectively.

Income Tax on Recoveries allowed by the Commission pertaining to FY 2019-20
and before

3.10.1 MEGPTCL submitted that as per MYT Regulations, 2015, Income Tax was allowed on

actual basis subject to prudence check. Hence, even if recoveries of past period based
on truing-up are allowed in future years, the Transmission Licensee is immune to the
additional Income Tax payment required to be made in future year because additional
Income Tax impact is passed on when truing up is carried out for the same year.

3.10.2 Further, from FY 2020-21 and onwards, MYT Regulations, 2019 are applicable

wherein Income Tax is not separately allowed, but RoE is grossed up with actual Tax
rate, which means that the Transmission Licensee is eligible for Income Tax in relation
to RoE only. Hence, if there are any past recoveries allowed in FY 2020-21 and onwards
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3.10.3

3.104

3.10.5

3.10.6

pertaining to FY 2019-20 or before, then the Transmission Licensee is required to pay
Tax on the same but it is not covered under the formula specified in MYT Regulations,
2019, wherein RoE is grossed up with actual Tax rate.

The above fact has been acknowledged and accepted by the Commission in its Order
dated 03.06.2021 in Case No. 50 of 2016 for MEGPTCL, as reproduced below:

“5.14.15 Apart from the income tax payable for the trued-up years, there is an
additional implication of income tax on MEGPTCL due to past recoveries being allowed
in this Order from FY 2013-14 to FY 2019-20. This will be allowed to be recovered in
FY 2023-24 during the MTR proceedings. This implication only pertains to the past
recoveries and is payable over and above the ARR for that year. The Commission has
also approved the income tax implication on account of carrying cost on the differential
incentive allowed by the Commission, however, the implication of the income tax on the
base differential incentive value (Table 5-29) is not allowed in line with the discussion
in Para 5.14.11 of this Order.”

In its MYT Order dated 30.03.2020 in Case No. 290 of 2019, the Commission has
carried out Truing up of FY 2017-18 and FY 2018-19, and provisional Truing up of FY
2019-20 and allowed past recoveries on account of truing up of ARR up to FY 2019-
20 over the period from FY 2020-21 to FY 2024-25 as part of InSTS Order.
Subsequently, the Commission in its Order dated 03.06.2021 in Case No. 50 of 2016
further allowed additional recoveries pertaining to period of FY 2019-20 and before
along with Income Tax.

Over and above the Income Tax calculated by the Commission for truing-up of ARR
up to FY 2018-19 and provisional truing-up of ARR for FY 2019-20 as part of the Order
dated 03.06.2021 in Case No. 50 of 2016, MEGPTCL has worked out additional claim
based on final Truing-up of FY 2019-20, which qualifies for Income Tax in line with
approach adopted by the Commission in its Order dated 03.06.2021 in Case No. 50 of
2016. MEGPTCL has also worked out additional claim on account of additional
recovery of ARR for FY 2015-16 to FY 2018-19 on account of Hon’ble APTEL
Judgment dated 28.11.2022 in Appeal No. 18 of 2019 and Appeal No. 173 of 2022.

MEGPTCL stated that it is eligible for financial impact on account of Income Tax
required to be paid on past recoveries in the year of recovery. As Income Tax allowed
becomes part of Revenue, the Petitioner is required to pay tax on additional recoveries
allowed during the year as these amounts are directly added into the profit of the
Licensee and hence, simply calculating Income Tax impact by applying Income Tax
rate on past recoveries does not serve the purpose. To allow actual amount of past
recoveries, past recoveries should be grossed up with Income Tax rate so that even after
payment of Income Tax on approved recovery (past recovery plus Income Tax), the
Petitioner ends up having approved past recoveries. As MEGPTCL is eligible for
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3.10.7

3.10.8

Income Tax on the recoveries allowed pertaining to past period, past recoveries allowed
should be grossed up with Tax rate applicable for particular year.
MEGPTCL submitted that it has already considered the recoveries allowed in the Order
dated 30.03.2020 in FY 2019-20 and only carrying cost allowed is considered in
respective financial year and incentive for FY 2019-20 (Rs. 8.05 Crore) and additional
incentive for FY 2018-19 and before (Rs. 4.57 Crore) is not considered for calculation

of Income Tax.

Accordingly, total claim pertaining to Period of FY 2019-20 and before and its impact
on Income Tax is shown in the Table below:

Table 26: Income Tax Expense on Recoveries pertaining to FY 2019-20 and
before as submitted by MEGPTCL (Rs. Crore)

Sr. Particulars Approved in Approved in | Claimed in
No. Order in Case No. | MTR Order Present
50 of 2016 Petition

1 Revised Trued up ARR for FY 2013-14 to FY 423.69 423.69 423.69
2018-19 (Impact of Hon'ble ATE Judgment)

2 Carrying cost on revised Trued up ARR up to 303.00 294.24 294.24
FY 2023-24 (Subject to revision during MTR
Process on account of carrying cost rates)

3 Carrying cost on additional incentive to be 2.25 2.15 2.15
recovered up to FY 2023-24 (Subject to
revision during MTR Process on account of
carrying cost rates)

4 Differential ARR for FY 2019-20 including 83.73 136.24 136.24
carrying cost up to FY 2023-24 (Provisional
& subject to truing up during MTR process)

5 Consequential Impact for FY 2015-16 to FY - 211.25 211.25
2018-19 - APTEL Judgment dated 28.11.2022

6 Total Recovery in FY 2023-24 due to 812.67 1,067.57 1,067.57
impact of Hon'ble ATE Judgment

7 IT Rate considered (Rate approved 17.472% 17.472% 17.472%
provisionally by the Commission for the year
of recovery - this is subject to change during
MTR process and later during truing up of FY
2023-24)

8 Additional Income Tax Payable 141.99 - 226.02

3.10.9 MEGPTCL has claimed the above Income Tax as part of truing-up of FY 2023-24.
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Commission’s Analysis and Rulings

3.10.10The Commission has disallowed the Income Tax impact on past recoveries in the
previous MTR Order dated 31.03.2023 in Case No. 237 of 2022, as reproduced below:

“3.3.11. In view of the above, the Commission is not allowing any claim towards
additional income tax on past period recovery and claim of carrying cost for such
Income Tax recovery thereof, as claimed by MEGPTCL in this Order.”

3.10.11The Petitioner, aggrieved by the Order of Commission dated 31.03.2023 in Case No.
237 of 2022, has filed Appeal No. 664 of 2023 before Hon’ble APTEL on a number of
issues in which the Income tax impact on past recoveries is also included. Thus, this
matter is sub-judice before Hon’ble APTEL, hence, no relief is allowed in this
Order. Relief, if any, as may be decided by the Hon’ble APTEL, shall be
considered appropriately.

3.11 Additional Capitalization for Ektuni S/s claimed by MSETCL

3.11.1 Inits MYT Petition, MEGPTCL submitted that MSETCL has raised additional demand
upon the Petitioner towards construction of 765 kV Bays at Ektuni S/s. MEGPTCL
submitted that MSETCL has claimed additional amount comprising differential cost of
Rs. 18.68 Crore with interest amount of Rs. 12.63 Crore, totalling to Rs. 31.31 Crore.

3.11.2 In the MYT Order dated 30.03.2020 in Case No. 290 of 2019, the Commission had
directed to consider the differential cost of Rs. 18.67 Crore under the deferred project
cost in FY 2019-20, subject to carrying out necessary prudence check. Further,
MEGPTCL and MSETCL were directed to jointly submit all the necessary details
supporting the cost overrun in comparison with the estimated capital cost along with
cost audit certificates against the claim.

3.11.3 In the present MYT Petition, MEGPTCL requested the Commission to consider the
additional capitalization of Rs. 31.31 Crore, and computed the revised ARR for FY
2019-20 to FY 2021-22 (FYs for which final true-up is already carried out by the
Commission) and sought differential amount along with carrying cost of Rs. 22.82
Crore as part of ARR of FY 2025-26 in the present MYT Petition.

3.11.4 Through its Additional Submission dated 28th December 2024, MEGPTCL submitted
as under in this regard:

= MSETCL, vide its letter no. MSETCL/CO/PS/Scheme-I/Ektuni/8327 dated 03.12.2024 has

submitted its revised demand note to MEGPTCL wherein it has dropped its claim for the
differential cost and revised its claim from Rs. 31.31 Crore to Rs. 6.41 Crore, with the
outstanding demand pertaining to carrying cost due to delay in payment.

= However, MEGPTCL, vide its letter no. MEGPTCL/MSETCL/06122024 dated
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06.12.2024, has vehemently denied MSETCL’s revised claim of carrying cost, as there was

no delay in the payment.

3.11.5 Inview of the above, Commission has not considered any additional capitalisation
for Ektuni substation as MSETCL has dropped its claim for the differential cost
and MEGPTCL has disputed the claim of carrying cost.

3.12 Sharing of Gains and Losses

MEGPTCL’s Submission

3.12.1 MEGPTCL submitted that it has computed the sharing of gains and losses on account
of uncontrollable and controllable parameters in accordance with Regulations 10 and
11 of the MYT Regulations, 2019, respectively. Any variation on account of
uncontrollable factors is a part of the Revenue Gap identified for the year and is passed
on to the consumer through an adjustment in tariff as per Regulation 10 of the MYT
Regulations, 2019. However, in case of variation due to controllable factors, the gains
and losses have to be dealt with as per Regulation 11 of the MYT Regulations, 2019.

MEGPTCL has compared the actuals for FY 2022-23 and FY 2023-24 with their
respective approved figures and has segregated the variation as controllable or
uncontrollable The comparison of gains/losses on various controllable and
uncontrollable ARR parameters for FY 2022-23 and FY 2023-24 have been

3.12.2

summarized in the Tables below:

Table 27: Comparison of Actual and Approved ARR for FY 2022-23 as submitted by
MEGPTCL (Rs. Crore)

Sr. Particulars MTR Revised Actual | Deviation | Control | Uncont Net
No. Order Normati lable rollabl | Entitleme
ve/ e nt
Actual
a b c d=c-a | e=d-f | f=b- | g=a+el3
a +f
1| Operation & 11571 | 11571 | 139.80 2400 |  24.09 - 123.74
Maintenance Expenses
Depreciation Expenses 304.13 306.30 306.30 2.17 2.17 306.30
Interest on Long-term 20519 | 21719 | 217.19 12.00 12.00 217.19
Loan Capital
4 Interest on Working 17.18 16.93 17.18 16.93 0.25 5.64
Capital ' ' i (17.18) | (16.93) | (0.29) '
5 | Contribution to 14.46 1469 |  14.69 0.23 0.23 14.69
Contingency reserves
6 Total Revenue
. 656.67 670.82 677.98 21.30 7.16 14.15 667.56
Expenditure
7 | Return on Equity Capital 294.48 328.01 | 328.01 33.53 33.53 328.01
8 | Aggregate Revenue 951.15 | 998.83 | 1,005.99 54.84 716 | 47.68 995.57
Requirement
9 | Less: Non-Tariff Income 4.62 3.95 3.95 (0.67) (0.67) 3.95
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10 | Aggregate Revenue

Requirement from 946.53 994.88 | 1,002.04 55.51 7.16 | 48.35 991.62
Transmission Tariff
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Table 28: Comparison of Actual and Approved ARR for FY 2023-24 as submitted by

MEGPTCL (Rs. Crore)

Sr. Particulars MTR Revised Actual Deviation | Control | Uncont Net
No. Order Normative lable rollable | Entitlement
/ Actual
a b c d=c-a e=d-f | f=b-a| g=a+e3+
f
1| Operation & Maintenance 11095 |  119.95 | 146.54 2659 | 2659 . 128.82
Expenses
2 | Depreciation Expenses 304.25 306.97 | 306.97 2.72 2.72 306.97
3 'C”;E'f;t on Long-term Loan 166.84 |  177.04 | 177.04 10.20 10.20 177.04
4 | Interest on Working Capital 26.11 27.85 | 26.79 0.68 | (1.06) 1.74 27.14
5 | Contribution to 14.47 13.90 | 13.90 (0.57) (0.57) 13.90
Contlngency reserves
6 | Total Revenue 631.62 | 64571 | 671.24 3061 | 2553 | 14.08 653.86
Expenditure
7 | Return on Equity Capital 294.59 328.31 | 328.31 33.72 33.72 328.31
8 | Aggregate Revenue 926.21 | 97402 | 999.55 7334 | 2553 | 47.81 982.18
Requirement
9 | Less: Non-Tariff Income 5.54 3.19 3.19 (2.35) (2.35) 3.19
10 | Aggregate Revenue
Requirement from 920.67 970.83 | 996.36 75.69 | 2553 | 50.16 978.99
Transmission Tariff
3.12.3 MEGPTCL has identified all the expenditure heads under controllable and
uncontrollable categories. The gain / loss as a result of this true-up for FY 2022-23 and
FY 2023-24 has been suitably passed on through the tariff in accordance with the MYT
Regulations, 2019.
3.12.4 In line with MYT Regulations 2019, the variation in normative O&M expenses
approved by the Commission vis-a-vis revised normative O&M expenses is considered
as uncontrollable. Also, the variation in normative IOWC expenses approved by the
Commission vis-a-vis revised normative IOWC expenses is considered as
uncontrollable. The variation in revised normative IOWC expenses vis-a-vis actual
IOWC expenses is considered as controllable.
3.12.5 Accordingly, total Revenue Gap works out to Rs. 117.20 Crore and Rs. 284.33 Crore

after sharing of gains/ (losses) for FY 2022-23 and FY 2023-24, respectively.

Commission’s Analysis and Rulings

3.12.6

The Commission has considered the variation between revised normative O&M
expenses and the prudent actual O&M expenses and the variation between revised
normative IOWC expenses and the actual IOWC expenses as controllable in nature, in
accordance with Regulation 9.2 of the MYT Regulations, 2019. The Commission has
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not considered the variation between normative O&M expenses approved by the
Commission in the MTR Order and the revised normative O&M expenses allowed after
true-up as uncontrollable, as claimed by MEGPTCL, as such treatment is not allowed

as per the MYT Regulations, 2019.

3.12.7 The Sharing of Gains/Losses on account of O&M expenses and loWC approved by the
Commission after truing up for FY 2022-23 and FY 2023-24 is shown in the below.

Table 29: Sharing of Gains/(Losses) for FY 2022-23 and FY 2023-24 approved by the
Commission (Rs. Crore)

= — -
_ _ | a2 of efiency | Nt enitement
Particulars Normative | Actual Variation . after sharing of
(loss) retained by .
MEGPTCL gains /losses
FY 2022-23
O&M Expenses 115.71 111.70 4.01 1.34 113.04
lowC 16.90 i 16.90 5.63 5.63
Total 132.61 111.70 20.91 6.97 118.67
FY 2023-24
O & M Expenses | 119.95 116.68 3.27 1.09 117.77
lowC 27.81 26.79 1.02 0.34 27.13
Total 147.77 143.47 4.29 1.43 144.90

3.12.8 The Commission approves the net entitlement for O&M expenses of Rs. 113.04
Crore and Rs. 117.77 Crore after Truing up of ARR for FY 2022-23 and FY 2023-
24, respectively, after sharing of gains/(losses). Further, the Commission approves
the net entitlement for loWC expenses of Rs. 5.63 Crore and Rs. 27.13 Crore after
Truing up of ARR for FY 2022-23 and FY 2023-24, respectively, after sharing of
gains/(losses).

3.13 Aggregate Revenue Requirement for FY 2022-23 and FY 2023-24

MEGPTCL’s Submission

3.13.1 MEGPTCL has submitted the summary of the ARR for FY 2022-23 and FY 2023-24,
based on above submissions, as shown in the Tables below:

Table 30: ARR for FY 2022-23 as claimed by MEGPTCL (Rs. Crore)

Sr. Particulars MTR Revised Normative /
No. Order Actual

1 O&M Expenses 115.71 115.71

2 Depreciation 304.13 306.30

3 Interest on Long-term Loan 205.19 217.19
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Sr. Particulars MTR Revised Normative /
No. Order Actual

4 Interest on Working Capital 17.18 16.93

5 Contribution to Contingency Reserves 14.46 14.69

6 Total Revenue Expenditure 656.67 670.82

7 Return on Equity Capital 294.48 328.01

8 Aggregate Revenue Requirement 951.15 998.83

9 Less: Non-Tariff Income 4.62 3.95

10 Net Aggregate Revenue Requirement 946.53 994.88

Table 31: ARR for FY 2023-24 as claimed by MEGPTCL (Rs. Crore)

Sr. Particulars MTR Revised Normative /
No. Order Actual

1 O&M Expenses 119.95 119.95
2 Depreciation 304.25 306.97
3 Interest on Long-term Loan 166.84 177.04
4 Interest on Working Capital 26.11 27.85
5 Contribution to Contingency Reserves 14.47 13.90
6 Total Revenue Expenditure 631.62 645.71
7 Return on Equity Capital 294.59 328.31
8 Aggregate Revenue Requirement 926.21 974.02
9 Less: Non-Tariff Income 5.54 3.19
10 Net Aggregate Revenue Requirement 920.67 970.83

Commission’s Analysis and Rulings

3.13.2 Based on the components of the ARR approved in the earlier paragraphs, the ARR
approved by the Commission after truing up for FY 2022-23 and FY 2023-24, is
summarised in the Tables below:

Table 32: ARR for FY 2022-23 approved by the Commission (Rs. Crore)

Sr. Particulars MTR MYT Approved in
No. Order Petition this Order
1 O&M Expenses 115.71 115.71 115.71
2 Depreciation 304.13 306.30 305.85
3 Interest on Long-term Loan 205.19 217.19 205.39
4 Interest on Working Capital 17.18 16.93 16.90
5 Contribution to Contingency Reserves 14.46 14.69 14.46
6 Total Revenue Expenditure 656.67 670.82 658.32
7 Return on Equity Capital 294.48 328.01 326.10
8 Aggregate Revenue Requirement 951.15 998.83 984.42
9 Less: Non-Tariff Income 4.62 3.95 3.95
Sharing of Gains/(Losses) due to O&M

10 expenses and lowC (13.94)
11 Net Aggregate Revenue Requirement 946.53 994.88 966.53
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Table 33: ARR for FY 2023-24 approved by the Commission (Rs. Crore)

Sr. Particulars MTR MYT Approved in
No. Order Petition this Order
1 O&M Expenses 119.95 119.95 119.95
2 Depreciation 304.25 306.97 305.94
3 Interest on Long-term Loan 166.84 177.04 166.73
4 Interest on Working Capital 26.11 27.85 27.81
5 Contribution to Contingency Reserves 14.47 13.90 13.90
6 Total Revenue Expenditure 631.62 645.71 634.34
7 Return on Equity Capital 294.59 328.31 326.20
8 Aggregate Revenue Requirement 926.21 974.02 960.54
9 Less: Non-Tariff Income 5.54 3.19 3.19
Sharing of Gains/(Losses) due to O&M

10 expenses and loWC (2.86)
11 Net Aggregate Revenue Requirement 920.67 970.83 954.49

3.14 Carrying/ (Holding) Cost for FY 2022-23 and FY 2023-24
MEGPTCL’s Submission

3.14.1 MEGPTCL submitted that it has computed the carrying cost on the Revenue Gap of FY
2022-23 and FY 2023-24 in accordance with Regulation 33 of the MYT Regulations,
2019, as shown in the Tables below:

Table 34: Carrying Cost for Revenue Gap of FY 2022-23 (Rs. Crore)

Total Revenue Gap Rate Period Approved

Carrying cost for FY 2022-23 9.30% | Half Year 5.45
Carrying cost for FY 2023-24 10.07% Full Year 8.17
Carrying cost for FY 2024-25 10.45% Full Year 4.71
Carrying cost for FY 2025-26 10.45% | Half Year 2.36
Total Carrying Cost 20.69

Table 35: Carrying Cost for Revenue Gap of FY 2023-24 (Rs. Crore)

Total Revenue Gap Rate Period Approved

Carrying cost for FY 2023-24 10.07% | Half Year 14.31
Carrying cost for FY 2024-25 10.45% Full Year 29.71
Carrying cost for FY 2025-26 10.45% | Half Year 14.86
Total Carrying Cost 58.88

3.14.2 MEGPTCL has claimed the total impact of carrying cost on Revenue Gap for FY 2022-
23 and FY 2023-24 as Rs. 20.69 Crore and Rs. 58.88 Crore, respectively.

Commission’s Analysis and Rulings
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3.14.3 Regulation 33.1 of the MYT Regulations, 2019 specifies as follows:

"33.1The Commission shall allow Carrying Cost or Holding Cost, as the case may
be, on the admissible amounts, with simple interest, at the weighted average Base
Rate prevailing during the concerned Year, plus 150 basis points.

Provided that Carrying Cost or Holding Cost shall be allowed on the net entitlement
after sharing of efficiency gains and losses as approved after true-up:

Provided further that in case of Distribution Licensees, the Incentive on account of
Distribution Losses, as applicable, shall be deducted from the net entitlement, for
the purpose of computing Carrying Cost or Holding Cost."

3.14.4 The Commission has computed the Carrying Cost on the difference between the ARR
approved after True-up for FY 2022-23 and FY 2023-24 and the Revenue approved for
the respective years, in accordance with Regulation 33 of the MYT Regulations, 2019.
The interest rate for carrying cost has been taken as same as that applicable for
computation of interest on working capital during the respective years.

3.14.5 The carrying cost approved by the Commission after truing up for FY 2022-23 and FY
2023-24 is shown in the Tables below:

Table 36: Carrying Cost for FY 2022-23 on the Revenue Gap approved by the
Commission (Rs. Crore)

Particulars Rate Period Approved in this
Order
Carrying cost for FY 2022-23 9.30% Half year 4.28
Carrying cost for FY 2023-24 10.07% Full year 5.64
Carrying cost for FY 2024-25 10.45% Full year 2.09
Carrying cost for FY 2025-26 10.45% Half year 1.05
Total Carrying Cost 13.06

Commission (Rs. Crore)

Table 37: Carrying Cost for FY 2023-24 on the Revenue Gap, as approved by the

Particulars Rate Period Approved in this
Order
Carrying cost for FY 2023-24 10.07% Half year 1.70
Carrying cost for FY 2024-25 10.45% Full year 3.53
Carrying cost for FY 2025-26 10.45% Half year 1.77
Total Carrying Cost 7.00
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3.14.6 The Commission approves Carrying Cost of Rs. 13.06 Crore and Rs. 7.00 Crore on the
Revenue Gap after Truing-up for FY 2022-23 and FY 2023-24, respectively.

3.15 Revenue Gap/(Surplus), including Carrying/(Holding) costs for FY 2022-23 and FY
2023-24

MEGPTCL’s submission

3.15.1 MEGPTCL submitted the summary of trued-up ARR of FY 2022-23 and FY 2023-24
to be recovered from the consumers along with the carrying cost, as shown in the Table
below:

Table 38: Revenue Gap as submitted by MEGPTCL for FY 2022-23 and FY 2023-
24 (Rs. Crore)

Sr. Particulars Formula | FY 2022-23 | FY 2023-24
No.
1 ARR allowed after truing up and post sharing of a 991 62 978.99
gains/losses
Past Period Gap approved in MYT Order Case No.
2 290 of 2019/ MTR Order Case No. 237 of 2022 b 39.75 74658
Additional Income tax for recoveries allowed in
3 | MTR order in Case No. 237 of 2022 for the period c 226.02
up to FY 2019-20 and earlier period
4 ARR allowed after truing up_and postsharingof | d=a+b 1031.37 195158
gains/losses and past recoveries +cC
5 | Less: Revenue as per InSTS Order e=c-d 914.17 1,667.25
Revenue Gap/ (Surplus) for computation of
6 . . f=d- 117.20 284.33
Carrying Cost/(Holding) Cost €
7 Recovery allowed during Provisional Truing-up in 7211
Order No. 237 of 2022 g '
8 Carrying/(Holding) Cost on account of Revenue h 20.69 58.88
Gap / (Surplus)
9 Net R_evenue gap to bg re(.:o_vered mc_ludlng i=f-g+ 65.78 343.21
carrying cost and availability incentive h

3.15.2 MEGPTCL requested the Commission to approve the recovery of the above computed
Revenue Gap in the Tariff of FY 2025-26 in the InSTS Order.

Commission’s Analysis

3.15.3 The summary of the Revenue Gap along with the carrying cost approved by the
Commission after truing up for FY 2022-23 and FY 2023-24 for recovery from the
consumers, is shown in the Table below:
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Table 39: Revenue Gap approved by the Commission for FY 2022-23 and FY
2023-24 (Rs. Crore)

Sr. Particulars Formula | FY 2022- FY 2023-
No. 23 24
1 | ARR allowed after truing up a 966.53 954.49
Past Period Gap approved in MYT Order Case No.
2 290 of 2019 / MTR Order Case No. 237 of 2022 b 39.75 746.58
Additional Income tax for recoveries allowed in
3 | MTR order in Case No. 237 of 2022 for the period c -
up to FY 2019-20 and earlier period
4 ARR allowed after truing up_and post sharingof | d=a+b 1006.28 | 1.701.07
gains/losses and past recoveries +cC
5 | Less: Revenue as per InSTS Order e 914.17 1667.25
Revenue Gap/ (Surplus) for computation of _
6 Carrying Cost/(Holding) Cost f=d-e 92.11 33.82
7 Recovery allowed during Provisional Truing-up in 7211 i
Order No. 237 of 2022 g '
g Carrying/(Holding) Cost on account of Revenue h 13.06 200
Gap / (Surplus)
9 Net R_evenue gap to b§ re(_:c?vet_’ed |nc.lud|ng i=f-g+ 33.06 40.82
carrying cost and availability incentive h

3.15.4 As can be seen from the above Tables, the Revenue Gap approved by the Commission
after truing up for FY 2022-23 and FY 2023-24 is lower than the Revenue Gap claimed

by

a)

MEGPTCL, on account of the following reasons:

The impact of Income Tax claimed by MEGPTCL on past Gaps for FY 2019-
20 and before has not been allowed, as the matter is sub-judice before the
Hon’ble APTEL;

b) The impact claimed by MEGPTCL on account of MSETCL additional claim

d)

against Ektuni Bays has not been allowed, as MSETCL has revised its claim
and MEGPTCL has objected to MSETCL’s claim of interest due to purported
delay in payment;

The depreciation allowed by the Commission is lower due to approval of lower
than claimed capitalisation;

The interest expenses allowed by the Commission is lower because of approval
of lower than claimed capitalisation and consideration of lower interest rate,
as approved in the MTR Order in accordance with the Judgment of the
Hon’ble APTEL;

The RoE allowed by the Commission is lower because of consideration of
lower Opening equity and lower addition to equity due to approval of lower
than claimed capitalisation;
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f) Variation in sharing of gains/(losses) computed by the Commission, on
account of allowance of lower actual expenses after prudence check;

g) Consequential impact on carrying cost due to allowance of lower ARR and
hence, lower Revenue Gap.

3.15.5 The above computed Revenue Gap along with associated carrying cost has been
considered for recovery in the ARR of FY 2025-26, as discussed in a subsequent
Section of this Order.
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4  PROVISIONAL TRUING-UP OF ARR FOR FY 2024-25
4.1 Background

4.1.1 In line with the provisions of the MYT Regulations 2019, MEGPTCL has submitted
the provisional True-up of ARR for FY 2024-25 comparing the estimated expenses vis-
a-vis approved expenses, based on the half-yearly actuals and half yearly estimated
performance in FY 2024-25.

4.1.2 The provisional True-up of ARR for FY 2024-25 has been computed based on half
yearly actual and half yearly estimated performance.

4.2  Operation and Maintenance Expenses

MEGPTCL’s Submission

4.2.1 MEGPTCL submitted that the Commission in its Order dated 31.03.2023 in Case No.
237 of 2022 has approved O&M Expenses for FY 2024-25 as Rs. 124.33 Crore,
including additional expenses of Rs 5.41 Crore towards Land Lease Rental Charges for
Akola 11 Sub-Station, considering O&M norms specified in Regulation No. 61.6 of the
MYT Regulations, 2019.

4.2.2 Since, itis Provisional truing-up, MEGPTCL has considered normative O&M expenses
along with additional expenses towards Land Lease Rental Charges for Akola Il Sub-
Station for FY 2024-25 in line with the approach adopted by the Commission in the
past Order, as shown in the Table below:

Table 40: Normative O&M Expense for FY 2024-25 as submitted by MEGPTCL (Rs.

Crore)
. . MEGPTCL
Particulars Unit Approved Petition
Average Transmission Line ckt km
765 kV ckt km 1154.45 1154.45
400 kV ckt km 61.30 61.30
Applicable O&M Cost Norm for Transmission Line
765 kv Rs. Lakh/ckt km 1.69 1.69
400 kV Rs. Lakh/ckt km 0.98 0.98
(T)fa‘r'\lﬂsmisg);f\eﬂissz for| rs. crore 2011 20.11
Average Number of Bays
765 kV No. 36 36
400 kV No. 20 20
Applicable O&M Cost Norm for Bays
765 kV Rs. Lakh/Bay 181.91 181.91
400 kV Rs. Lakh/Bay 166.62 166.62
O&M Expenses for Bays | Rs. Crore 98.81 98.81
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. . MEGPTCL
Particulars Unit Approved Petition
Lease Rent of Akola Il Rs. Crore 5.41 5.41
Total Rs. Crore 124.33 124.33

Commission’s Analysis and Ruling

4.2.3

4.2.4

4.2.5

4.2.6

The Commission has approved the normative O&M Expenses in the Provisional
Truing-up for FY 2024-25 in accordance with Regulation 61 of the MY T Regulations,
2019.

Further, the Commission has considered the Land Lease Rent of Rs. 5.41 Crore for
Akola Il S/s for FY 2024-25 over and above the approved normative O&M Expenses,
in line with actual Land Lease Rental Charges paid by MEGPTCL for last two years,
i.e., FY 2022-23 and FY 2023-24. The Commission shall consider the actual Land
Lease Rental Charges subjected to prudence check at the time of final truing up of ARR
for FY 2024-25.

Item-wise scrutiny of actual O&M expenses shall be carried out during the Truing-up
process for FY 2024-25 based on audited accounts made available at that time.
Accordingly, the normative O&M Expenses approved by the Commission after
provisional truing up for FY 2024-25 is given in the Table below:

Table 41: Normative O&M Expenses for FY 2024-25 approved by the Commission

. . MTR MYT Approved in

Particulars unit Order Petition trr)llios Order
Average Transmission Line ckt km
765 kV ckt km 1154.45 1,154.45 1154.45
400 kV ckt km 61.30 61.30 61.30
Applicable O&M cost Norm for Transmission Lines
765 kV Rs. Lakh/ckt km 1.69 1.69 1.69
400 kV Rs. Lakh/ckt km 0.98 0.98 0.98
(T)fa‘r'\\/'srﬁl);zeonnseil:g Rs. Crore 20.11 20.11 20.11
Average Number of Bays
765 kV No. 36.00 36.00 36.00
400 kV No. 20.00 20.00 20.00
ﬁgf::;)?;g}i'w Cost Rs. Lakh / Bay
765 kV Rs. Lakh/Bay 181.91 181.91 181.91
400 kV Rs. Lakh/Bay 166.62 166.62 166.62
O&M Expense (Bays) Rs. Crore 98.81 98.81 98.81
Additional - Lease Rs. Crore
Rent of Akola Il 5.41 5.41 5.41
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. . MTR MYT Approved in
Particulars unit Order Petition this Order
Total O&M Expenses | Rs. Crore 124.33 124.33 124.33

4.2.7

The Commission approves revised normative O&M Expenses of Rs. 124.33 Crore
after Provisional Truing-up of FY 2024-25.

4.3 Additional Capitalisation

MEGPTCL’s Submission

43.1

43.2

4.3.3

4.3.4

MEGPTCL submitted that the Commission had approved “Nil” Capitalization for FY
2024-25 in the MTR Order dated 31 March, 2023 in Case No. 237 of 2022.
MEGPTCL submitted that the Transmission Licensee needs to incur certain capital
expenditure for smooth functioning of the project. MEGPTCL submitted that it has
planned to carry out capital expenditure of Rs. 11.05 Crore during FY 2024-25, the
details of which are given below:

Auxiliary supply from Tertiary of Transformers at Akola and Koradi Substation — Rs.
6 Crore

MEGPTCL submitted that in accordance with Regulations 3.6 (f) and (g) of the MERC
(Approval of Capital Investment Schemes) Regulations, 2022, reliable auxiliary supply
is critical for the substations. Presently, at Akola and Koradi Substation, the auxiliary
supply is availed from the feeders of the Discom. These feeders have frequent
interruptions due to various trippings, which affects the auxiliary supply to the critical
765/400 kV Substation. For instance, the 11 kV Kanshivani feeder supply auxiliary to
MEGPTCL Akola S/s had 307 interruptions in FY 2023-24. Similarly, the Discom
feeder at Koradi S/s has 240 trippings in FY 2023-24. MEGPTCL’s 1500 MVA,
765/400 kV ICT's have tertiary winding available and the same can be used for auxiliary
supply of the Substation. Hence, MEGPTCL has proposed to carry out capital
expenditure of Rs. 6 Crore to increase the reliability of the Substation.

Tower strengthening of MEGPTCL 765 kV Tiroda — Koradi — Akola — Ektuni
transmission lines — Rs. 113.72 Crore

MEGPTCL has proposed to carry out strengthening of 765 kV transmission line delta
design tower due to obsolete design as per the Central Electricity Authority (Technical
Standards for Construction of Electrical Plants and Electric Lines) Regulations, 2022
published on 23" December, 2022.
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435

The 765 kV Single circuit tower designs have been purchased from Powergrid
Corporation of India Limited (PGCIL) in the year 2010 under consultancy services
package. According to the prevailing Regulations and BIS codes, the towers were
designed according to the IS 802:1995, Reliability level-2 and terrain category-2. Wind
zone reference was taken from the prevailing 1S 875:1997.

Clause 85, Sub clause (j) of Chapter V, Part-A (Electrical lines 66 kV & Above) of the
above-referred CEA Guidelines dated 23 December, 2022 stipulates that the “Delta

configuration towers shall not be used for 765 kV single circuit line”.

MEGPTCL submitted that ensuring that the existing towers comply with the above-
referred CEA Guidelines is crucial.

There is increased frequency of localized cyclonic storms in Maharashtra region due to
the effect of climate change and GHG and resultant temperature rise.

There have been three major notable tower collapse incidents in three different
transmission lines since commissioning under MEGPTCL. Updated design and
construction standards necessitate modifications to existing towers to meet operational
safety and stability criteria.

Strengthening of existing transmission line towers is the need of the hour (765 kV
Tiroda — Koradi — Akola — Ektuni transmission lines) keeping in view the operational
security and reliability of the Maharashtra State grid.

Detailed Project Report has been submitted to MSETCL (STU) vide letter no.
MEGPTCL/MSETCL/Tower/1 date 24.09.2024 for recommendation.

The total Cost of the transmission tower strengthening has been worked out as Rs.
113.72 Crore, which will be carried out across FY 2024-25, FY 2025-26, and FY 2026-
27, with estimated capitalisation of Rs. 5.05 Crore, Rs. 54.57 Crore, and Rs. 54.10 Crore
for FY 2024-25, FY 2025-26, and FY 2026-27, respectively.

MEGPTCL submitted that as per Regulation 3.19 (d) of MERC (Approval of Capital
Investment Schemes) Regulations, 2022, strengthening of towers/ poles scheme shall
not be allowed as capital investment scheme. However, considering the criticality of
the transmission system and various reasons stated above, it is important to strengthen
delta type towers. In view of the above, MEGPTCL requested the Commission to
exercise its power under Regulation 21 of MERC (Approval of Capital Investment
Schemes) Regulations, 2022, i.e., “Power to Relax’ and grant approval for carrying out
capital expenditure towards strengthening of delta type towers.
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4.3.6

4.3.7

MEGPTCL submitted that it will comply with necessary requirement of MERC Capex
Regulations, 2022 in terms of submission of various documents for approval of the
capital cost.

MEGPTCL submitted that it proposes to manage financing through internal accruals.
Accordingly, for regulatory purposes, the normative debt:equity structure of 70:30 has
been considered.

Commission’s Analysis and Ruling

4.3.8

4.3.9

4.3.10

4311

The Commission has noted the submission of MEGPTCL that presently, at Akola and
Koradi Substation, the auxiliary supply is availed from the feeders of Discom and these
feeders have frequent interruptions due to various trippings which affects the auxiliary
supply to the critical 765/400 kV Substation. MEGPTCL has also submitted
disturbance and reliability data to justify the need for auxiliary supply at Akola and
Koradi S/s, and sought to address this issue of reliable supply for the sub-station by
creating arrangement for Auxiliary supply from Tertiary of Transformers at Akola and
Koradi Substation.

While the data submitted by MEGPTCL shows that there are concerns regarding the
reliability of supply to the S/s from MSEDCL, the Commission is of the view that the
solution proposed by MEGPTCL is not appropriate. The issue of supply to sub-station
for auxiliary consumption purposes has been decided in the MTR Order of The Tata
Power Company Ltd. — Transmission Business (TPC-T) dated 12" September 2018 in
Case No. 204 of 2017. In the said MTR Order, the Commission directed TPC-T to avail
supply for the purposes of auxiliary consumption through the Distribution Licensee of
the respective area through proper meters and the electricity expenses against such
consumption are allowed under O&M expenses. Accordingly, MEGPTCL has also
been receiving electricity supply from MSEDCL for the purposes of auxiliary
consumption, and the electricity expenses against such consumption are allowed under
O&M expenses and taking auxiliary supply from the tertiary of transformer will
account consumption in InSTS losses, which cannot be allowed. Hence, the proposal
of MEGPTCL to incur Capitalisation of Rs. 6 Crore in FY 2024-25 towards
Auxiliary supply from Tertiary of Transformers at Akola and Koradi Substation
is not approved.

At the same time, considering the criticality of this EHV Akola sub-station of
MEGPTCL, MSEDCL is directed to ensure against trippings of 11kV feeder
Kanshivani/Akola Zone of MSEDCL and MEGPTCL should follow up with
MSEDCL to ensure reliable supply for the sub-station.

MEGPTCL has also proposed capex for ‘Tower strengthening of MEGPTCL 765 kV
Tiroda — Koradi — Akola — Ektuni transmission lines’ of Rs. 113.72 Crore, to be carried
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4.3.12

4.3.13

4.3.14

out across FY 2024-25, FY 2025-26 and FY 2026-27. MEGPTCL has claimed part
capitalisation of Rs. 5.05 Crore in FY 2024-25.

The Commission is of the view that the proposed scheme is clearly in the negative list
as per Regulation 3.19 (d) of MERC (Approval of Capital Investment Schemes)
Regulations, 2022, which specifies that strengthening of towers/poles scheme shall
not be allowed as capital investment scheme.

In view of the above, the Commission disallows the proposed Capitalisation towards
‘Tower strengthening of MEGPTCL 765 kV Tiroda — Koradi — Akola — Ektuni
transmission lines’ claimed by MEGPTCL for FY 2024-25 to FY 2026-27.

The summary of the Capitalisation approved by the Commission in FY 2024-25 is
given in the table below:

Table 42: Capitalisation approved by the Commission for FY 2024-25 (Rs. Crore)

Particulars MTR M.YT App roved in
Order Petition this Order
Auxiliary supply at Akola & Koradi substation - 6.00 -
Tower Strengthening - 5.05 -
Total 11.05 -
4.3.15 The Commission accordingly approves Nil Capitalisation after Provisional

Truing-up of FY 2024-25.

4.4 Depreciation

MEGPTCL’s Submission

441

442

MEGPTCL submitted that it has computed Depreciation for FY 2024-25 on the average
GFA during the year based on Straight Line Method based on the rates of Depreciation
specified in Regulation 28 of MYT Regulations, 2019. MEGPTCL has considered
opening GFA for FY 2024-25 same as closing GFA claimed in the truing up for FY
2023-24.

The summary of Depreciation claimed by MEGPTCL for FY 2024-25 is shown in the
Table below:

Table 43: Depreciation claimed by MEGPTCL for FY 2024-25 (Rs. Crore)

Particulars MTR Order Estimated
Opening GFA 5790.54 5827.89
Additions during the year - 11.05
Retirement during the year - -
Closing GFA 5790.54 5838.94
Depreciation 304.35 307.41
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Commission’s Analysis and Ruling

4.4.3 The Commission has computed the depreciation for FY 2024-25 in accordance with the
asset class-wise depreciation rate specified in Annexure | and specific provisions of
Regulation 27 of the MY T Regulations 20109.

4.4.4 The Commission has considered the closing GFA approved after truing up for FY 2023-
24 as the Opening GFA for FY 2024-25. The GFA addition during the year has been
considered as Nil, as approved in earlier paragraphs of this Order. The depreciation
approved for FY 2024-25 is summarised in the Table below:

Table 44: Depreciation for FY 2024-25 as approved by the Commission (Rs.

Crore)

. MTR MYT Approved In
Gl Order Petition 'IPhF:s Order
Opening Gross Fixed Assets 5790.54 5827.89 5789.36
Addition during the Year 11.05 -
Asset Retirement - -
Closing Gross Fixed Assets 5790.54 5838.94 5789.36
Depreciation 304.35 307.41 305.95

445 The Commission approves Depreciation of Rs. 305.95 Crore after provisional
Truing-up of FY 2024-25.

45 Interest on Long-Term Loan

MEGPTCL’s Submission

45.1 MEGPTCL submitted that it has claimed interest on long-term loan in accordance with
Regulation 30.1 read with Regulation 27.1 of the MYT Regulations, 2019. Further,
Regulation 30.2 of MERC MYT Regulations, 2019 provides that, the Normative loan
outstanding as on 01 April 2020 shall be worked out by deducting the cumulative
repayment as admitted by the Commission up to 31 March 2020 for the Gross
Normative Loan, while Regulation 30.3 provides that the repayment during each year
shall be deemed to be equal to the depreciation allowed for that year.

45.2 MEGPTCL submitted that Regulation 30.5 of the MYT Regulations, 2019 specifies
that the weightage average rate of interest computed on the basis of actual loan portfolio
of the year shall be allowed on normative loans. Accordingly, MEGPTCL has worked
out the Interest on loan in the provisional True-Up of FY 2024-25, by considering the
weighted average interest rate as 13.25%.

4.5.3 The interest expense claimed by MEGPTCL for FY 2024-25 is given in the table below:
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Table 45: Interest on Long-Term Loan as submitted by MEGPTCL (Rs. Crore)

Particulars MTR Order Estimated
Opening Balance of Loan 1165.54 1182.66
Addition in Loan during the Year - 7.74
Repayment of Loan during the Year 304.35 307.41
Closing Balance of Loan 861.19 882.99
Average Loan Balance during the Year 1013.36 1032.82
Interest Rate (%) 12.68% 13.25%
Interest Expense 128.44 136.85

Commission’s Analysis and Ruling

454

45.5

4.5.6

45.7

Regulation 30.5 of the MYT Regulations, 2019 specifies that the weighted average rate
of interest computed based on actual loan portfolio of that year shall be allowed on
Normative loan, as reproduced below:

“30.5 The rate of interest shall be the weighted average rate of interest computed on
the basis of the actual loan portfolio at the beginning of each year:

Provided that at the time of Truing-up, the weighted average rate of interest computed
on the basis of the actual long-term loan portfolio during the concerned year shall be
considered as the rate of interest:

In the previous Order in Case No. 237 of 2022 dated 31 March 2023, considering the
Hon’ble APTEL Judgment dated 28 November 2022, the Commission has considered
the ICD loan agreement and has recomputed the interest rate on long-term loan as
12.675%. Therefore, the Commission has considered the rate of interest at 12.675%
p.a. for FY 2024-25.

For provisional Truing-up of FY 2024-25, the Commission has considered the approved
closing balance of loan approved in the truing up for FY 2023-24 as opening loan for
FY 2024-25. The Commission has considered addition to loan during the year as Nil,
considering the Nil capitalization approved for the year. The normative repayment of
loan has been considered equal to the depreciation approved for the year.

The interest on long term loan approved by the Commission after provisional truing up
for FY 2024-25 is shown in the Table below:

Table 46: Interest on Long-Term Loans approved by the Commission for FY 2024-25 (Rs.

Crore)

. MYT Approved in this
Particulars MTR Order Petition Order
Opening Balance 1165.54 1,182.66 1161.29
Additions - 7.74 -
Repayments 304.35 307.41 305.95
Closing Balance 861.19 882.99 855.35
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. MYT Approved in this
Particulars MTR Order Petition Order
Interest rate approved 12.68% 13.25% 12.68%
Interest expenses 128.44 136.85 127.85

45.8 The Commission approves the Interest on long-term loan of Rs. 127.85 Crore after
Provisional Truing-up of FY 2024-25.

4.6 Interest on Working Capital (1oWC)

MEGPTCL’s Submission

4.6.1 MEGPTCL submitted that normative Interest on Working Capital (loWC) for FY 2024-
25 has been computed in accordance with Regulation 32.2 of the MYT Regulations,
2019. MEGPTCL has considered rate of interest on working capital as 10.45% for FY
2024-25, based on the SBI 1-year MCLR as on date of filing of Petition, i.e., 8.95%
plus 150 basis points, which has been applied on the normative working capital
requirement to arrive at the interest on working capital, as given in the Table below:

Table 47: Normative Interest on Working Capital as submitted by MEGPTCL (Rs. Crore)

Particulars MTR Estimated
Order

Operations and Maintenance Expenses for one month 10.36 10.36
Maintenance Spares @ 1% of the opening GFA for the year 57.91 58.28
Receivables equal to 1.5 months of revenue from 208.27 208.27
transmission charges
Less: Amount of Security Deposit - -
Total Working Capital Requirement 276.54 276.91
Interest Rate (%) 9.45% 10.45%
Interest on Working Capital 26.13 28.94

Commission’s Analysis and Ruling

4.6.2 The Commission has computed the normative working capital requirement and loWC
in accordance with Regulation 32.2 of the MYT Regulations, 2019. The Commission
has considered the Interest Rate equal to the 1-year SBI MCLR as on date of filing the
MYT Petition plus 150 basis points, i.e., 10.45% for FY 2024-25.

4.6.3 The loWC approved by the Commission for FY 2024-25 is as summarised in the Table
below:
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Table 48: 1oWC for FY 2024-25 as approved by the Commission (Rs. Crore)

Particulars MTR MYT Approved In
Order Petition This Order

O&M Expenses for one month 10.36 10.36 10.36
Maintenance spares @1% of the opening GFA 57.91 58.28 57.89
Receivables _eq_ual to 1.5 months of revenue 208,27 208.27 208,27
from transmission charges
Less: Amount of Security Deposit - -
Total Working Capital Requirement 276.54 276.91 276.53
Interest Rate (%) 9.45% 10.45% 10.45%
Interest on Working Capital 26.13 28.94 28.90

4.6.4

The Commission approves the IloWC of Rs. 28.90 Crore on Provisional Truing-up
for FY 2024-25.

4.7 Return on Equity (RoE)

MEGPTCL’s Submission

4.7.1

4.7.2

4.7.3

4.7.4

MEGPTCL has computed the RoE for FY 2024-25 in accordance with Regulations 29.1
to 29.3 of the MYT Regulations, 2019, duly grossed up by the applicable Tax rate, in
accordance with Regulations 34.2 to 34.5 of the MYT Regulations, 2019.
MEGPTCL submitted that it is estimating to pay Income Tax at prevailing MAT rate
of 17.472% for FY 2024-25. Hence, Rate of pre-tax return on equity is worked out as
under:
Rate of pre-tax return on equity = 14.00% / (1-17.472%)

= 16.96%

MEGPTCL computed RoE based on the opening capital cost of the Project as on 1%
April, 2019 as approved by the Commission in its Order dated 03 June 2021 in Case
No. 50 of 2016 along with additional capitalisation in FY 2019-20, FY 2020-21, FY
2021-22, FY 2022-23 and FY 2023-24 as claimed in the true up of ARR for the
respective years. The equity contribution has been considered as 30% of the
capitalisation, as the actual equity deployed for the project is more than 30% of the
capital cost.

MEGPTCL has claimed RoE for FY 2024-25 as shown in the Table below:

Table 49: Computation of RoE as submitted by MEGPTCL (Rs. Crore)

Particulars MTR Estimated

Order
Regulatory Equity at the beginning of the year 1737.17 1,748.37
Equity portion of capitalisation during the year - 3.32
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Particulars MTR Estimated
Order
Reduction in Equity Capital on account of retirement / -
replacement of assets
Regulatory Equity at the end of the year 1737.17 1,751.68
Rate of Return on Equity 14.00% 14.00%
Tax Rate 17.472%
Rate of pre-tax Return on Equity 16.96% 16.96%
Return on Regulatory Equity at the beginning of the year 294.69 296.59
Return on Equity portion of capitalisation during the year - 0.28
Total Return on Regulatory Equity 294.69 296.87

Commission’s Analysis and Ruling

4.7.5

4.7.6

4.17.7

4.7.8

The Commission has considered the Base Rate of RoE as 14% for FY 2024-25 on the
average equity in accordance with Regulations 29.1 to 29.3 of the MYT Regulations,
2019. The Additional RoE shall be allowed at the time of truing up for FY 2024-25,
based on the actual Transmission Availability achieved by MEGPTCL.

Further, Regulations 34.2 to 34.5 of MYT Regulations, 2019 provides for the RoE for
future years to be grossed up with the effective tax rate applicable as per latest Audited
Accounts, subject to prudence check. Hence, the Commission has grossed up the Base
Rate of RoE of 14% with the MAT rate of 17.472% considered in the truing up for FY
2023-24, to determine the pre-tax Base Rate of ROE of 16.96%.

The Commission has considered the closing equity approved after truing up for FY
2023-24 as the opening equity for FY 2024-25. In addition, the Commission has
considered equity addition during the year as Nil, considering the Nil capitalisation
approved for the year.

The RoE approved by the Commission for FY 2024-25 is summarised in the Table
below:

Table 50: RoE approved by the Commission for FY 2024-25 (Rs. Crore)

Particulars MTR MYT Approved in

Order Petition this Order

Regulatory Equity at the beginning of the year 1,737.17 1,748.37 1,736.82

Equity addition during the year - 3.32 -

Reduction in Equity on account of i i ]
Retirement/Replacement of assets

Regulatory Equity at the end of the year 1,737.17 1,751.68 1,736.82

Base RoE Rate (%) 14.00% 14.00% 14.00%

Z;?eéfl)\(;ig‘;r:aiz Equity after considering 16.96% 16.96% 16.96%
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Particulars MTR MYT Approved in
Order Petition this Order
Return on Regulatory Equity 294.69 296.87 294.63

4.7.9 The Commission approves RoE of Rs. 294.63 Crore after Provisional Truing-up

of FY 2024-25.

4.8 Contribution to Contingency Reserves

MEGPTCL’s Submission

4.8.1 MEGPTCL submitted that it has claimed the contribution to contingency reserves for
FY 2024-25 as 0.25% of the opening GFA in accordance with Regulation 35.1 of the
MYT Regulations, 2019, as shown in the table below:

Table 51: Contribution to Contingency Reserve for FY 2024-25 as submitted by

MEGPTCL (Rs. Crore)
Particulars MTR Estimated
Order

Opening Balance of Contingency Reserves 105.00 104.66
Opening Gross Fixed Assets 5790.54 5827.89
Opening Balance of Contingency Reserves as % of Opening GFA 1.81% 1.80%
Contribution to Contingency Reserves during the year 14.48 14.57
Utilisation of Contingency Reserves during the year - -
Closing Balance of Contingency Reserves as % of Opening GFA 2.06% 2.05%
Closing Balance of Contingency Reserves 119.48 119.23

Commission’s Analysis and Ruling

4.8.2 Regulation 35.1 of the MYT Regulations, 2019 allows contribution to contingency
reserve as 0.25% to 0.50% of the opening GFA of the respective years. MEGPTCL has
claimed contribution to contingency reserve as 0.25% of the opening GFA of FY 2024-
25 and accordingly the Commission finds it appropriate to allow the contribution to
contingency reserves as 0.25% of opening GFA of FY 2024-25.

4.8.3
in the Table below:

The Contribution to Contingency Reserves approved for FY 2024-25 is as summarised

Table 52: Contribution to Contingency Reserves approved by the Commission for FY
2024-25 (Rs. Crore)

Particulars MTR MYT Approved in

Order Petition this Order

Opening Balance of Contingency Reserves 105.00 104.66 104.43
Opening Gross Fixed Assets 5,790.54 5,827.89 5,789.36
Contribution to Contingency Reserves during year 14.48 14.57 14.47
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4.8.4 The Commission approves the Contribution to Contingency Reserves of Rs. 14.47
Crore after Provisional Truing-up for FY 2024-25.

4.9 Non-Tariff Income

MEGPTCL’s Submission

4.9.1 MEGPTCL submitted that it has estimated income from contingency reserves of Rs.
6.60 Crore for FY 2024-25 based on investment of contingency reserves, as shown in
the Table below:

Table 53: Non-Tariff Income as submitted by MEGPTCL (Rs. Crore)

Particulars MTR Order Estimated
Non-Tariff Income 6.46 6.60

Commission’s Analysis and Ruling

4.9.2 The Commission has calculated the Non-Tariff Income for FY 2024-25 as the interest
earned out of investment of contingency reserves till FY 2024-25. The accumulated
Contribution to Contingency Reserves at the beginning of FY 2024-25 approved by the
Commission is Rs. 104.43 Crore, and the addition to Contingency Reserves during the
year has been approved as 14.47 Crore. The Commission has considered the rate of
interest as 6.52% for the contribution to Contingency reserve for FY 2024-25. Thus,
the total Non-tariff Income for FY 2024-25 is summation of interest earned out of
investment of contingency reserves till FY 2023-24 plus interest earned out of
investment of contingency reserves approved for FY 2024-25, as shown in the Table
below:

Table 54: Non-Tariff Income approved by the Commission for FY 2024-25 (Rs.

Crore)
Particulars MTR Order MYT Petition Ap[_)roved in
this Order
Non-Tariff Income 6.46 6.60 6.59

49.3 The Commission approves the Non-Tarif Income of Rs. 6.59 Crore after
Provisional Truing-up for FY 2024-25.

4.10 Summary of Provisional Truing-up of ARR for FY 2024-25

MEGPTCL’s Submission

4.10.1 MEGPTCL has submitted the ARR summary after provisional Truing-up for FY 2024-
25 as shown in the table below:
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Table 55: ARR Summary for FY 2024-25, as submitted by MEGPTCL (Rs. Crore)

Sr. Particulars MTR Revised Normative /
No. Order Actual
1 O&M Expenses 124.33 124.33
2 Depreciation 304.35 307.41
3 Interest on Long-term Loan 128.44 136.85
4 Interest on Working Capital 26.13 28.94
5 Contribution to Contingency Reserves 14.48 14.57
6 Total Revenue Expenditure 597.74 612.10
7 Return on Equity Capital 294.69 296.87
8 Aggregate Revenue Requirement 892.43 908.97
9 Less: Non-Tariff Income 6.46 6.60
10 Net Aggregate Revenue Requirement 885.97 902.37

Commission’s Analysis and Rulings

4.10.2 Based on the analysis detailed in the aforementioned paragraphs, the summary of the
Net ARR approved by the Commission after provisional truing up for FY 2024-25 is
shown in the Table below:

Table 56: ARR Summary for FY 2024-25 approved by the Commission (Rs. Crore)

Particulars MTR MYT Approved in
Order Petition this Order
O&M Expenses 124.33 124.33 124.33
Depreciation Expenses 304.35 307.41 305.95
Interest on Long Term Loan 128.44 136.85 127.85
Interest on Working Capital 26.13 28.94 28.90
Contribution to Contingency Reserves 14.48 14.57 14.47
Total Revenue Expenditure 597.74 612.10 601.50
Return on Equity Capital 294.69 296.87 294.63
Aggregate Revenue Requirement 892.43 908.97 896.14
Less: Non-Tariff Income 6.46 6.60 6.59
Net Aggregate Revenue Requirement 885.97 902.37 889.54

4.10.3 The Commission approves the ARR of Rs. 889.54 Crore after Provisional Truing-
up of FY 2024-25.

4.11 Revenue Gap for FY 2024-25

MEGPTCL’s submission

4.11.1 MEGPTCL submitted the summary of Revenue Gap for FY 2024-25 as shown in the
Tabe below:
Table 57: Revenue Gap as submitted by MEGPTCL for FY 2024-25 (Rs. Crore)

Sr. No. Particulars Formula FY 2024-25
1 ARR after provisional truing up a 902.37
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Sr. No. Particulars Formula FY 2024-25

2 Past Period Gap approved in MTR Order b 780.20

3 Total ARR after provisional truing up c=at+hb 1,682.57

4 Less: Revenue as per INSTS Order d 1,666.17

5 Revenue Gap/(Surplus) e=c-d 16.40
Commission’s Analysis

4.11.2 Based on the analysis detailed in the above paragraphs, the summary of the Revenue
Gap/(Surplus) approved by the Commission after provisional truing up for FY 2024-
25, is given in the following Table:
Table 58: Revenue Gap approved by the Commission for FY 2024-25 (Rs. Crore)

Particulars Formula MYT Petition Approved n
this Order
ARR approved after provisional truing up a 902.37 889.54
Past Period Gap approved in MTR Order b 780.20 780.20
Total ARR allowed after provisional B
truing up c=a+b 1,682.57 1669.74
Less: Revenue as per InSTS Order d 1666.17 1666.17
Revenue Gap/(Surplus) e=c—d 16.40 3.57

4.11.3 As can be seen from the above Tables, the Revenue Gap approved by the
Commission after provisional truing up for FY 2024-25 is lower than the Revenue
Gap claimed by MEGPTCL, on account of the following reasons:

a) The interest expenses allowed by the Commission is lower because of
consideration of lower opening loan and addition to loan due to approval of
Nil capitalisation and consideration of lower interest rate as approved in the
MTR Order in accordance with the Judgment of the Hon’ble APTEL.

b) The depreciation and RoE allowed by the Commission are slightly lower
because of consideration of lower Opening GFA and equity and lower addition
to GFA and equity due to approval of Nil capitalisation.

4.11.4 The above Revenue Gap after provisional truing up for FY 2024-25 has been considered
for recovery along with the ARR of FY 2025-26, as elaborated in a subsequent Section
of this Order.
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5 Forecast of ARR for FY 2025-26 to FY 2029-30 (5" MYT Control Period)
5.1 Background

5.1.1 The projections of ARR for the MYT Control Period from FY 2025-26 to 2029-30 have
been presented in accordance with the provisions of the MYT Regulations, 2024, as
elaborated in the subsequent paragraphs of this Section.

5.2 Operation and Maintenance Expenses

MEGPTCL’s Submission

5.2.1 MEGPTCL submitted that it has claimed normative O&M expenses for the Control
Period from FY 2025-26 to FY 2029-30 in accordance with the O&M norms specified
under Regulation 80.5 of the MYT Regulations, 2024.

5.2.2 MEGPTCL submitted that due to proposed capitalization towards capacity
augmentation and installation of ICT at Akola -11 S/s and Tiroda S/s during FY 2026-
27, there will be addition of 4 numbers of 765 kV bays and 2 numbers of 400 kV bays,
and transformation capacity will increase by 3000 MVA in FY 2026-27.

5.2.3 MEGPTCL has considered the additional expenses of Rs. 5.41 Crore towards land lease
rental charges for Akola Il sub-station for the Control Period, at the same level as
approved by the Commission for FY 2024-25.

5.2.4 The normative O&M expenses submitted by MEGPTCL for FY 2025-26 to FY 2029-
30 are shown in the Table below:

Table 59: Normative O&M Expense for FY 2025-26 to FY 2029-30 as submitted by
MEGPTCL (Rs. Crore)

Particulars \ Unit \ FY 2025-26 \ FY 2026-27 \ FY 2027-28 \ FY 2028-29 | FY 2029-30

Average length of Transmission Lines

765 kV ckt km 1154.45 1154.45 1154.45 1154.45 1154.45
400 kV ckt km 61.30 61.30 61.30 61.30 61.30
Applicable O&M Norm for Transmission Lines

765 KV E;'] Lakh /ckt 1.31 1.37 1.43 1.49 1.56
400 kV E:n Lakh/ckt 0.66 0.69 0.72 0.76 0.79
O&M Expenses for | o oo 15.53 16.24 16.95 17.67 18.49
Transmission Line

Average Number of Bays

765 kV No. 36 38 40 40 40
400 kV No. 20 21 22 22 22
Applicable O&M Norm for Bays

765 kV SZy Lakh / 124.22 129.80 135.63 141.72 148.08
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Particulars Unit | FY 2025-26 | FY 202627 | FY 2027-28 | FY 2028-29 | FY 2029-30
400 KV :Z'y Lakh / 61.19 63.94 66.81 69.81 72.95
O&M Expenses for | oo rore 56.96 62.75 68.95 72.05 75.28
Bays
Transmission Capacity — MVA basis
MVA capacity MVA 6000 7500 9000 9000 9000
Applicable O&M | Rs. Lakh /
o A 0.95 0.99 1.04 1.08 1.13
O&M Expenses for
MVA Capacity Rs. Crore 57.00 74.25 93.60 97.20 101.70
Lease Rent of | oo~ ore 5.41 5.41 5.41 5.41 5.41
Akola Il
Total Rs. Crore 134.90 158.65 184.91 102.32 200.88

Commission’s Analysis and Rulings

5.25

5.2.6

5.2.7

5.2.8

529

The Commission has approved the normative O&M Expense norms for MEGPTCL for
the Control Period from FY 2025-26 to FY 2029-30 in accordance with the O&M
norms specified under Regulation 80.5 of the MY T Regulations, 2024.

The Commission observes that MEGPTCL has proposed capitalization towards
capacity augmentation and installation of ICT at Akola -11 S/s and Tiroda S/s during
FY 2026-27, however, the Commission has considered the same in FY 2027-28 as
elaborated in the subsequent paragraphs, and accordingly, the Commission has
considered addition of 4 numbers of 765 kV bays, 2 numbers of 400 kV bays, and
increase in transformation capacity by 3000 MVA in FY 2027-28, while approving the
normative O&M expenses.

Thus, there will be total 40 numbers of 765 kV Bays, 22 numbers of 400 kV Bays, and
total transformation capacity of 9000 MVA, at the end of FY 2027-28. Hence, the
average number of 765 kV Bays in FY 2027-28 is estimated at 38 numbers, along with
average 21 numbers of 400 kV Bays, and average transformation capacity of 7500 kVA.

As regards additional expenses claimed by MEGPTCL towards Land Lease Rental
Charges for Akola Il Sub-Station over and above the normative O&M expenses
specified in the MYT Regulations, 2024, the Commission clarifies that the land lease
rental amount has already been considered while formulating the O&M norms for the
5t Control Period from FY 2025-26 to FY 2029-30. Hence, the Commission has not
allowed the land lease rental in addition to the normative O&M expenses specified in
the MYT Regulations, 2024 for the Control Period from FY 2025-26 to FY 2029-30.

Accordingly, considering the projected length of the Transmission Network, Number
of Bays, and transformation capacity in MVA, the Commission has approved the O&M
Expenses for FY 2025-26 to FY 2029-30 as summarised in the following Table:
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Table 60: Normative O&M Expenses for FY 2025-26 to FY 2029-30 approved by the

Commission (Rs. Crore)

Particulars ‘

Unit \ FY 2025-26 \ FY 2026-27 | FY 2027-28 \

FY 2028-29 | FY 2029-30

Average length of Transmission Lines

765 kV ckt km 1154.45 1154.45 1154.45 1154.45 1154.45
400 kV ckt km 61.30 61.30 61.30 61.30 61.30
Applicable O&M Norm for Transmission Line

765 KV E; Lakh/ckt 1.31 1.37 1.43 1.49 1.56
400 kV E; Lakh/ckt 0.66 0.69 0.72 0.76 0.79
O&M Expenses for | o oo 15.53 16.24 16.95 17.67 18.49
Transmission Line

Average Number of Bays

Average Number of Bays

765 kV No. 36 36 38 40 40
400 kV No. 20 20 21 22 22
Applicable O&M Norm for Bays

765 KV EZ‘y Lakh -/ 124.22 129.80 135.63 141.72 148.08
400 kV SZ‘y Lakh -/ 61.19 63.94 66.81 69.81 72.95
O&M Expenses for | oo ore 56.96 59.52 65.57 72.05 75.28
Bays

Transmission Capacity — MVA basis

MVA capacity MVA 6000 6000 7500 9000 9000
Applicable O&M | Rs. Lakh /

Norm MVA 0.95 0.99 1.04 1.08 1.13
O&M Expenses for

MVA Capacity Rs. Crore 57.00 59.40 78.00 97.20 101.70
Lease Rent of

Akola 118 Rs. Crore - - - - -
Total Rs. Crore 129.49 135.15 160.52 186.91 195.47

$ - already included in O&M norms, hence, not allowed separately.

5.2.10 The Commission approves normative O&M Expenses including lease rent of
Akola Il substation for the Control Period from FY 2025-26 to FY 2029-30, as
shown in the Table above.

5.3 Capitalization

MEGPTCL’s Submission

5.3.1 MEGPTCL has projected to carry out capital expenditure of Rs. 59.57 Crore and Rs.
693.25 Crore for FY 2025-26 and FY 2026-27, respectively. At present, there is no
DPR scheme envisaged for FY 2027-28 to FY 2029-30. MEGPTCL submitted that
based on the requirement, MEGPTCL will comply with necessary requirement of
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MERC Capex Regulations, 2022 in terms of submission of various documents of
approval of the cost for proposed transmission schemes as well as future transmission
schemes.

5.3.2 Tower strengthening of MEGPTCL 765 kV Tiroda — Koradi — Akola — Ektuni
transmission lines — Rs. 113.72 Crore

MEGPTCL has proposed to strengthen 765 kV transmission line delta design tower
due to obsolete design as per the CEA (Technical Standards for Construction of
Electrical Plants and Electric Lines) Regulations, 2022 published on 23™
December, 2022, as elaborated in the previous Section on provisional truing up for
FY 2024-25.

MEGPTCL has projected capitalisation of Rs. 5.05 Crore, Rs. 54.57 Crore, and Rs.
54.10 Crore for FY 2024-25, FY 2025-26, and FY 2026-27, respectively.

5.3.3 Installation of Additional 765/400kV ICT and associated bays at Tiroda Substation —
Rs. 363.71 Crore

MEGPTCL submitted that Maharashtra’s electricity demand is increasing rapidly
due to urbanization, industrialization, and the government’s push for electrification.
Installation of additional ICT can help to enhance grid reliability and security.

Load flow study was carried out with help of state-of-the-art PSS/e Power System

Simulator software for system studies of M/s Siemens Power Technologies
International. It is the same software being used by PGCIL, CEA, all RLDCs and
Regional Power Committees.

The conclusion as per Load flow study report for Tiroda region is as under:

o In case of outage of 765/400 kV ICT at Tiroda (N-1 Contingency), loading on
400 kV Tiroda- Warora line is 945 MW, which is beyond the SIL loading (680
MW) of the line. Thus 765/400kV Tiroda ICT are not N-1 complaint. Addition
of 2" 1500 MVA 765/400 kV ICT at Tiroda would meet N-1 contingency
criterion.

o Inaddition to the above, in case of simultaneous outage of 765/400 kV ICT and
1 circuit of Tiroda- warora line, the loading on remaining circuit is 1890 MW as
against thermal loading of 1749 MW. So, the addition of 2"4 1500 MV A 765/400
kV ICT at Tiroda would meet N-1-1 contingency criteria.

o Indynamic studies, it is observed that in N-1-1 contingency, machines of Tiroda
400 kV bus become highly unstable after tripping of only ICT and 1 circuit of
Tiroda-Warora line.

o In the past within power systems, there have been several instances of tower
failure, which is causing N-2 contingency, and it is seen that in the case of outage
of both the circuit (N-2 contingency) of Tiroda-Warora line, the ICT will be

MERC Order — Case No. 182 of 2024 Page 88 of 111



Approval of Truing-up for FY 2022-23 and FY 2023-24, Provisional Truing-up for FY 2024-25 and projection of
ARR for FY 2025-26 to FY 2029-30 for MEGPTCL.

5.34

loaded 1890 MW, which is nearly 120% of its rated capacity. So, to meet the N-
2 contingency criteria, an additional 765/400 kV ICT is required to be installed
at Tiroda.

o MEGPTCL submitted that as stated above, the existing 765/400 kV ICT at
Tiroda TPS is not N-1, N-1-1 and N-2 compliant. It is therefore essential to
commission 2" ICT at Tiroda TPS.

Scope of work of the transmission scheme is as under:

o 1x1500 MVA, 765/400 KV transformer with bays on either side (4 x 500 MVA
1 ph. Units providing 1 x 1500 MVA bank with one spare unit each) and
associated works.

Time frame for completion of the additional ICT installation project is estimated to
be 18 months after approval of the DPR and regulatory approval.
The funding for capital investment schemes will be arranged by MEGPTCL as a
whole (including all the planned schemes of transmission division) in the debt equity
ratio of 70:30. However, since the entire capital investment will be made by availing
loans to the extent of 70%, the funding for this project can be considered in the debt
and equity ratio of 70:30. Further, the equity infusion shall be through internal
accruals.

The ICT augmentation proposal is envisaged to provide the following benefits:

o This will enhance the stability and reliability of INSTS network.

o This ICT augmentation works at Tiroda Sub-station shall improve the N-1, N-2
contingency in the event of major disturbance.

MEGPTCL submitted the Minutes of Meeting dated 23.07.2024 between

MEGPTCL and STU where requirement of additional ICT is agreed.

MEGPTCL submitted that the Detailed Project Report (DPR) has been submitted to

MSETCL (STU) vide letter no. MEGPTCL/MSETCL/Tiroda ICT/1 date 24.09.2024

for recommendation.

Total Cost of the transmission scheme works out to Rs. 363.71 Crore, which will be

carried out across FY 2025-26 and FY 2026-27, hence, capitalization of Rs. 363.71

Crore is estimated in FY 2026-27.

Installation of Additional 765/400kV ICT and associated bays at Akola-11 Substation —

Rs. 275.44 Crore

MEGPTCL submitted that installation of additional ICT can help to enhance grid
reliability and security.

Load flow study was carried out with help of state-of-the-art PSS/e Power System
Simulator software for system studies of M/s Siemens Power Technologies
International.

The conclusion as per Load flow study report for Akola region is as under:
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o FY 2028-29, load flow planning file received from CEA corresponded to High
Solar conditions in Feb 2028. In this data, CEA has considered full generation
from Solar parks and reduction of thermal/hydro generation.

o In event of tripping of 400 kV Amravati Line -1 and 400 kV Akola I Line 1,
remaining other circuit between 400 kV Akola-1 and 400 kV Akola-Il is
overloaded, i.e. 952 MW, which is above the permissible thermal capacity of
857 MW specified in the case. Meanwhile, CEA's Transmission planning
criteria 4.2.6 permits 120% loading up to one hour, i.e., 1028 MW and 110%
for 2 hours, i.e., 943 MW in case of emergency.

o It is seen that in the case of outage of both the circuits (N-2 contingency) of
Akola-11to Aurangabad-111 line, the ICT at Akola-11 will be loaded at 2265 MW,
which is nearly 154% of its rated capacity. So, to meet the N-2 contingency
criteria, an additional 765/400 kV ICT is required to be installed at Akola-11.

o No overloading is observed in network under N-O condition. In the event of
outage of Single Akola ICT, 2 nos. of 765/400 kV ICTs at Aurangabad Il are
overloaded. Thus, 765/400kV Akola ICT are not N-1 complaint. Addition of 2"
1500 MVA 765/400 kV ICT at Akola would meet N-1 contingency criteria.

e Scope of work of the transmission scheme is as under:

o 1 x 1500 MVA, 765/400 KV Transformers with bays on either side (3 x 500
MVA) and associated works.

e Time frame for completion of the additional ICT installation project is estimated to
be 18 months after approval of the DPR and regulatory approval.

e The funding for capital investment schemes will be arranged by MEGPTCL as a
whole (including all the planned schemes of transmission division) in the debt equity
ratio of 70:30. However, since the entire capital investment will be made by availing
loans to the extent of 70%, the funding for this project can be considered in the debt
and equity ratio of 70:30. Further, the equity infusion shall be through internal
accruals.

e The ICT augmentation proposal is envisaged to provide the following benefits:

o This will enhance the stability and reliability of InSTS network.

o In the event of outage of Single Akola ICT, 2 nos. of 765/400 kV ICTs at
Aurangabad |11 are overloaded. Thus, 765/400kV Akola ICT are not N-1
compliant. Addition of 2" 1500 MVA 765/400 kV ICT at Akola would meet
N-1 contingency criteria.

e MEGPTCL submitted the Minutes of Meeting dated 23.07.2024 between
MEGPTCL and STU, where requirement of additional ICT is agreed.

e MEGPTCL submitted that DPR has been submitted to MSETCL (STU) vide letter
no. MEGPTCL/MSETCL/Akola ICT/1 date 24.09.2024 for recommendation.
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e The total Cost of the transmission scheme works out to Rs. 275.44 Crore, which will
be carried out across FY 2025-26 and FY 2026-27, hence, capitalisation of Rs.
275.44 Crore is estimated in FY 2026-27.

5.3.5 Procurement and installation of NIFPS for Akola SS Transformer and Reactors — Rs.
2.00 Crore

e MEGPTCL submitted that protection of critical oil filled assets is required to ensure
minimal damages in case of fire. Nitrogen Injection Fire Protection System (NIFPS)
is one such effective installation that prevents fire prior before the occurrence.

e Presently, MEGPTCL has HVWS system, which does not prevent fire but acts only
after fire incident has occurred. Further, Akola region is highly affected by droughts
and available water is corrosive in nature, which leads to damages to fire-fighting
pipes. Hence, NIFPS shall be an optimum solution to prevent critical assets like
Reactors and Transformers.

5.3.6 Upgradation of SCADA at Akola and Koradi S/s - Rs. 3.00 Crore

e MEGPTCL submitted that SCADA systems at Akola and Koradi Substations are
Windows XP based, which have been declared obsolete by Microsoft. There is no
support from OEM in case there are any issues in the SCADA and therefore, OEM
has recommended to upgrade the SCADA system to Windows 11.

5.3.7 MEGPTCL submitted the scheme-wise capitalization for each year of the Control
Period as shown in the Table below:

Table 61: Capitalization for FY 2025-26 to FY 2029-30 as submitted by MEGPTCL

(Rs. Crore)
Sr. Particulars FY 2025- | FY 2026- | FY 2027- | FY 2028- | FY 2029-
No. 26 27 28 29 30
1 | Tower Strengthening 54.57 54.10 - -
Installation  of  Additional
2 | 765/400 kV ICT and associated - 363.71 - -
bays at Tiroda Substation
Installation  of  Additional
3 765/400 kV ICT Akola-ll - 275.44 - -
Substation
Procurement and installation of
4 | NIFPS for  Akola S/s 2.00 - - -
Transformer and Reactors
5 Upgradation of SCADA at 3.00 i ) )
Akola and Koradi SS '
Total Capitalization 59.57 693.25 - -

MERC Order — Case No. 182 of 2024 Page 91 of 111



Approval of Truing-up for FY 2022-23 and FY 2023-24, Provisional Truing-up for FY 2024-25 and projection of
ARR for FY 2025-26 to FY 2029-30 for MEGPTCL.

Commission’s Analysis and Ruling

5.3.8

5.3.9

5.3.10

5311

5.3.12

5.3.13

5.3.14

Concerning the proposed capitalization of Rs. 3.00 Crore in FY 2025-26 for the
upgradation of SCADA at Akola and Koradi substations, the Commission, due to the
lack of sufficient documentary support, such as detailed explanation from OEM
regarding the hurdles to keep existing assets along with justification of asset
obsolete/need of upgradation etc. as required under the MERC Capex Regulations
2022, has not considered it at this time. MEGPTCL may undertake non-DPR Capex if
essential and if it qualifies under the Capex Regulations requirements and may claim it
during the true-up with the necessary documentary justification. Therefore, the
Commission has not approved the proposed capitalization of Rs. 3.00 Crore in FY
2025-26 for the upgradation of SCADA at Akola and Koradi S/s.

As regards the capitalisation of Rs. 2 Crore claimed by MEGPTCL towards
Procurement and installation of NIFPS for Akola S/s Transformer and Reactors, in the
MTR Order, the Commission had allowed Capitalisation of Rs. 1.17 Crore in FY 2023-
24 for this purpose. Though MEGPTCL has not given any justification for the increase
in cost to Rs. 2 crore and the delay in capitalisation from FY 2023-24 to FY 2025-26,
the Commission has provisionally approved the same for FY 2025-26, considering
the safety related nature of such proposed capital expenditure and as per the
Regulation 3.6 of MERC Capex Regulations 2022. However, MEGPTCL should
register all the Non-DPR Schemes with the Commission in accordance with the
provisions of the MERC (Approval of Capital Investment Schemes), 2022.

MEGPTCL has proposed capex for ‘“Tower strengthening of MEGPTCL 765 kV Tiroda
— Koradi — Akola — Ektuni transmission lines’ of Rs. 113.72 Crore to be carried out
across FY 2024-25, FY 2025-26, and FY 2026-27. MEGPTCL has claimed part
capitalisation of Rs. 5.05 Crore in FY 2024-25, and capitalisation of Rs. 54.57 Crore
and Rs. 54.10 Crore is estimated for FY 2025-26 and FY 2026-27, respectively.

As stated in the provisional truing up for FY 2024-25, the Commission disallows the
proposed capitalisation against Tower Strengthening, as tower strengthening is in the
negative list as per Regulation 3.19 (d) of MERC (Approval of Capital Investment
Schemes) Regulations, 2022, which states that strengthening of towers/ poles scheme
shall not be allowed as capital investment scheme.

In view of the above, the Commission disallows the Capitalisation towards ‘Tower
strengthening of MEGPTCL 765 kV Tiroda — Koradi — Akola — Ektuni transmission
lines’ claimed by MEGPTCL for FY 2024-25 to FY 2026-27.

MEGPTCL has proposed one additional 765/400kV ICT to be installed each at Tiroda
substation and Akola Il substation with associated bays.

The Commission has noted the submissions of MEGPTCL, which highlight the
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5.3.15

5.3.16

5.3.17

5.3.18

justification for the requirement of ICT. The Commission notes that the proposed ICT’s
are already included in the STU Plan and are also a part of the Transmission Licence
of MEGPTCL. Also, MEGPTCL has submitted the DPR for the proposed capex
schemes for both the ICT’s to MSETCL (STU) for recommendation, which is awaited.
Once, the STU’s approval is obtained, MEGPTCL shall have to file the DPR for the
Commission’s approval. Thus, there is no certainty of these Capex Schemes being
approved.

At the same time, the Commission also appreciates that as per MYT Regulations, 2024,
in the 5" MYT Control Period, there is no scope for MTR for the Transmission
Licensees, and Transmission Licensees can claim the impact of actual capitalisation
including carrying cost or holding cost at the time of next MYT proceedings only. If
the proposed capitalisation is not approved for tariff purposes in this MYT Order, and
if the said schemes are capitalised based on subsequent approvals, then the Commission
will be required to approve the entire scheme cost with associated carrying cost. Hence,
the Commission has decided to consider these 2 Capex schemes for the purpose of ARR
and tariff determination. However, it is clarified that if the proposed Capex schemes
are not capitalised as envisaged, then the impact of capitalisation allowed to MEGPTCL
will have to be returned to the beneficiaries, along with associated holding cost.

MEGPTCL has proposed the capitalisation of above two ICT in FY 2026-27, however,
considering the estimated time frame for the pending approval process and procurement
and contracting, the Commission has approved the proposed capitalisation in FY
2027-28 instead of FY 2026-27.

Therefore, the Commission approves the capitalisation proposed by MEGPTCL
regarding installation of ICT at Tiroda S/s and Akola Il S/s with associated bays of Rs.
363.71 Crore and Rs. 275.44 Crore, respectively. At this stage, the Commission has not
considered any IDC, and the same shall be considered at the time of truing up based on
prudence check of actuals.

The Capitalisation approved by the Commission for FY 2025-26 to FY 2029-30 is given
in the table below:

Table 62: Capitalization approved by the Commission for FY 2025-26 to FY 2029-30

(Rs. Crore)
Sr. Particulars FY 2025- | FY 2026- | FY 2027- FY 2028- FY 2029-
No. 26 27 28 29 30
1 Tower Strengthening - - - -
Installation ~ of  Additional
2 765/400 kV ICT and associated - - 363.71 -
bays at Tiroda Substation
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ARR for FY 2025-26 to FY 2029-30 for MEGPTCL.

Provisional Truing-up for FY 2024-25 and projection of

Sr. Particulars FY 2025- | FY 2026- | FY 2027- FY 2028- FY 2029-
No. 26 27 28 29 30
Installation of  Additional
3 765/400 kV ICT Akola-ll - - 275.44 -
Substation
Procurement and installation of
4 NIFPS for Akola SS 2.00 - - -
Transformer and Reactors
5 Upgradation of SCADA at i ] ] )
Akola and Koradi S/s
Total Capitalization 2.00 - 639.15 -

5.3.19 The Commission approves Capitalisation of Rs. 2.00 Crore and Rs. 639.15 Crore
for FY 2025-26 and FY 2027-28, respectively, and “Nil” capitalisation for FY 2026-
27, FY 2028-29, and FY 2029-30.

5.4 Depreciation

MEGPTCL’s Submission

54.1 MEGPTCL submitted that it has computed depreciation as per Regulation 28 of the
MYT Regulations, 2024 on the GFA, based on Straight Line Method. Further, some of
the assets are completing their useful life of 12 years during FY 2025-26 and FY 2026-
27 and accordingly, depreciation rates are calculated based on remaining depreciation
to be claimed during the remaining Useful Life of such fixed asset.

54.2

MEGPTCL has considered opening GFA of FY 2025-26 same as the closing GFA

claimed in the provisional truing up of FY 2024-25. The Depreciation computation is

provided in the table below:
Table 63: Depreciation for FY 2025-26 to FY 2029-30 as submitted by MEGPTCL (Rs.

Crore)
Particulars FY 2025- | FY 2026- | FY 2027- | FY 2028- | FY 2029-
26 27 28 29 30
Opening GFA 5838.94 5898.51 6591.76 6591.76 6591.76
Addition during the year 59.57 693.25 - - -
Retirement during the year - - - - -
Closing GFA 5898.51 6591.76 6591.76 6591.76 6591.76
Depreciation 236.17 231.09 135.46 135.26 134.71

5.4.3 Subsequently, vide Additional Submission dated 28" December 2024, MEGPTCL
submitted revised computations of depreciation for the Control Period from FY 2025-

26 to FY 2029-30, as elaborated below:

= MEGPTCL submitted that it has erred in computation of depreciation for the
Control Period and the same has impacted ARR projection of respective years.
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As regards spreading of the remaining depreciation on the balance useful life, there
IS ambiguity in the proviso to Regulation 28.1(b) regarding whether it will be done
once depreciation reaches seventy percent or after completion of 12 years of asset,
as reproduced below:

“28. Depreciation

28.1 The Generating Company, Licensee, ESSD, MSLDC and STU shall be
permitted to recover depreciation on the value of fixed assets used in their
respective businesses, computed in the following manner:

b) ..:

Provided that the Generating Company or Licensee or ESSD or MSLDC or STU
shall ensure that once the individual asset is depreciated to the extent of seventy
percent, remaining depreciable value as on 31t March of the year closing
after the period of twelve years from the Commercial Operation Date or the
date of assets capitalised shall be spread over the balance Useful Life of the
asset including the Extended Life, as provided in this Regulation... ”(emphasis

added)

e Hence, MEGPTCL submitted that it is submitting the computation of depreciation
based on the both the methodologies, viz.,

o Spreading of remaining depreciation after seventy percent
o Spreading of remaining depreciation after 12 years from COD
= The revised depreciation computed by MEGPTCL under both the above methods
are shown in the Tables below:

Table 64: Revised Depreciation Computation for FY 2025-26 to FY 2029-30 based on
cumulative depreciation reaching 70%o, as submitted by MEGPTCL (Rs. Crore)

Particulars FY 2025- | FY 2026- | FY 2027- | FY 2028- | FY 2029-

26 27 28 29 30
Opening GFA 5838.95 5898.51 6591.76 6591.76 6591.76
Additions during the year 59.57 693.25 - - -
Retirement during the year - - - - -
Closing GFA 5898.51 6591.76 6591.76 6591.76 6591.76
Depreciation 308.34 323.99 338.30 224.66 99.91

Table 65: Revised Depreciation Computation for FY 2025-26 to FY 2029-30 based on
balance Useful Life after 12 years, as submitted by MEGPTCL (Rs. Crore)
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Particulars FY 2025- | FY 2026- | FY 2027- | FY 2028- | FY 2029-

26 27 28 29 30
Opening GFA 5838.95 5898.51 6591.76 6591.76 6591.76
Additions during the year 59.57 693.25 - - -
Retirement during the year - - - - -
Closing GFA 5898.51 6591.76 6591.76 6591.76 6591.76
Depreciation 308.45 252.35 137.37 136.86 136.53

Commission’s Analysis and Rulings

5.4.4 The Commission has noted the submissions of MEGPTCL in its original MYT Petition
and the Additional Submission. The closing GFA approved after provisional truing up
for FY 2024-25 has been considered as the opening GFA for FY 2025-26. The
Commission has considered GFA addition for each year of the 5" MYT Control Period
as discussed in the earlier section.

5.4.5 The Commission clarifies that in accordance with the MYT Regulations, 2024, once

the individual asset is depreciated to the extent of seventy percent, remaining
depreciable value as on 31% March of the year closing after the respective year has to
be spread over the balance Useful Life of the asset. The Commission has accordingly
verified the cumulative depreciation of GFA addition in each asset class over the years,
and once the cumulative depreciation reaches 70%, the balance depreciation has been
spread over the balance Useful Life of the asset.

5.4.6 The depreciation approved by the Commission for the Control Period from FY 2025-

26 to FY 2029-30 is summarized in the Table below:

Table 66: Depreciation for FY 2025-26 to FY 2029-30 approved by the Commission

(Rs. Crore)

Particulars FY 2025-26 | FY 2026-27 | FY 2027-28 | FY 2028-29 | FY 2029-30
Opening GFA 5789.36 5791.36 5791.36 6430.51 6430.51
Addition of GFA 2.00 - 639.15 - -
Closing GFA 5791.36 5791.36 6430.51 6430.51 6430.51
Depreciation 305.99 306.12 319.57 220.26 95.48

5.4.7 The Commission approves Depreciation for the Control Period from FY 2025-26

to FY 2029-30, as shown in the Table above.

5.5

MEGPTCL’s Submission

Interest on Long-Term Loan

5.5.1 MEGPTCL submitted that it has computed the interest on long-term loan for the
Control Period from FY 2025-26 to FY 2029-30, in accordance with Regulation 30.1
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5.5.2

5.5.3

read with Regulation 27.1, Regulation 30.2, Regulation No. 30.3, and Regulation 30.5
of the MYT Regulations, 2024.

MEGPTCL has considered the weighted average rate of interest for the Control Period
from FY 2025-26 to FY 2029-30 as 13.25% based on the actual loan portfolio at the
beginning of the year, while the normative loan repayment has been considered equal
to the depreciation for the year.

The interest on loan claimed by MEGPTCL for the Control Period from FY 2025-26 to
2029-30 is provided in the table below:

Table 67: Projection for Interest on Loan for FY 2025-26 to FY 2029-30 as submitted by

MEGPTCL (Rs. Crore)

Particulars FY 2025- | FY 2026- | FY 2027- | FY 2028- | FY 2029-
26 27 28 29 30

Opening Balance of Loan 882.92 688.51 942.70 807.24 671.98
Addition in Loan during the 41.70 485,98 i i i
Year
\L(zz: Repayment during the | 517 |  23100| 13546| 13526| 13471
Closing Balance of Loan 688.51 942.70 807.24 671.98 537.27
Average Loan Balance during | e 7o | g1561 |  g7ag7|  73061| 60463
the Year
Interest Rate (%) 13.25% 13.25% 13.25% 13.25% 13.25%
Interest Expense 104.11 108.07 115.93 98.00 80.11

5.54

MEGPTCL also submitted the revised computation of interest on long-term loans on
account of the revised computation of depreciation, along with its Additional
Submission.

Commission’s Analysis and Rulings

5.55

5.5.6

The Commission has considered the opening balance of loans for FY 2025-26 equal to
the closing balance of loan approved in the provisional Truing-up for FY 2024-25. Loan
addition during each year of the Control Period has been considered equal to 70% of
the GFA addition approved for the respective years. The depreciation approved for each
year, limited to the level of outstanding debt during the year, has been considered as
the normative loan repayment during the respective years. The Commission has
considered the interest rate of 12.68% p.a. for the 5" MYT Control Period, which is at
the same level as approved in the provisional true up for FY 2024-25.

Accordingly, the interest expenses approved by the Commission for FY 2025-26 to FY
2029-30 is shown in the following Table:
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Table 68: Interest on Long Term Loans for FY 2025-26 to FY 2029-30 approved by the
Commission (Rs. Crore)

Particulars FY 2025-26 | FY 2026-27 | FY 2027-28 | FY 2028-29 | FY 2029-30
Opening balance of loan 855.35 550.76 244.63 372.47 152.21
Addition 1.40 - 447.41 - -
Repayment 305.99 306.12 319.57 220.26 95.48
Closing balance of loan 550.76 244.63 372.47 152.21 56.73
Interest Rate (%) approved 12.68% 12.68% 12.68% 12.68% 12.68%
Interest on the Loan 89.15 50.43 39.12 33.26 13.25

5.5.7 The Commission approves Interest on Loan for the Control Period from FY 2025-

26 to FY 2029-30, as shown in the Table above.

5.6

MEGPTCL’s Submission

Interest on Working Capital

5.6.1 MEGPTCL submitted that it has computed loWC for the Control Period from FY 2025-
26 to FY 2029-30 in accordance with Regulation 32.2 of the MYT Regulations, 2024.
MEGPTCL has considered the rate of interest on working capital as 10.45%, equal to
the 1-year SBI MCLR of 8.95% as on the date of filing the Petition plus 150 basis
points, which is applied on the working capital requirement to arrive at the loWC, as

shown in the Table below:

Table 69: Interest on Working Capital as submitted by MEGPTCL (Rs. Crore)

Particulars FY 2025- | FY 2026- | FY 2027- | FY 2028- | FY 2029-
26 27 28 29 30

O&M Expenses for one month 11.24 13.22 15.41 16.03 16.74
Maintenance Spares @ 1% of the 58.39 58.99 65.92 65.92 65.92
opening GFA for the year
Receivables equal to 1.5 months of 160.65 109.36 104.25 102.76 101.39
revenue from transmission charges
Less: Amount of Security Deposit - - - - -
Total Working Capital 230.28 181.57 185.58 184.71 184.04
Requirement
Interest Rate (%) 10.45% 10.45% 10.45% 10.45% 10.45%
Interest on Working Capital 24.06 18.97 19.39 19.30 19.23

5.6.2 MEGPTCL also submitted the revised computation of loWC on account of the revised
computation of depreciation, along with its Additional Submission.

Commission’s Analysis and Rulings
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5.6.3 The Commission has computed the normative working capital requirement and 1o0WC
on it in accordance with Regulation 32.2 of the MYT Regulations, 2024 , which is

reproduced hereunder:

“32.2 Transmission:—

(a) The working capital requirement of the Transmission Licensee shall cover
(i) Normative Operation and maintenance expenses for one month;

(if) Maintenance spares at one per cent of the opening Gross Fixed Assets for
the Year; and

(iif) One and a half month equivalent of the expected revenue from transmission
charges at the Tariff approved in the Order for ensuing year(s);

minus

(iv) Amount held as security deposits in cash, if any, from Transmission System
Users:

(b) Rate of interest on working capital shall be on normative basis and shall be
equal to the Base Rate as on the date on which the Petition for determination of
Tariff is filed, plus 150 basis points:

2

5.6.4 Accordingly, the interest rate has been considered equivalent to 1-year SBI MCLR rate
as on date of filing of this Petition (8.95% p.a. as on 1st November 2024) plus 150 basis
points (10.45% p.a.), which has been applied on the normative working capital
requirement. The loWC approved by the Commission for the 5" Control Period is
shown in the Table below:

Table 70: Interest on Working Capital for FY 2025-26 to FY 2029-30 approved by
the Commission (Rs. Crore)

Particulars FY 2025-26 | FY 2026-27 | FY 2027-28 | FY 2028-29 | FY 2029-30
O&M for one month 10.79 11.26 13.38 15.58 16.29
Maintenance Spares
@1% of Op. GFA 57.89 57.91 57.91 64.31 64.31
Receivables equal to 1.5
months of Revenue from 119.36 105.28 110.95 103.44 86.06
Transmission Charges
Less: Amount of Security
Deposit i i i i i
Total Working Capital 188.05 174.46 182.24 183.32 166.66
Requirement
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Particulars FY 2025-26 | FY 2026-27 | FY 2027-28 | FY 2028-29 | FY 2029-30
Interest Rate (%) 10.45% 10.45% 10.45% 10.45% 10.45%
Interest on  Working 19.65 18.23 19.04 19.16 17.42
Capital

5.6.5 The Commission approves normative Interest on Working Capital for the Control

Period from FY 2025-26 to FY 2029-30, as shown in the Table above.

5.7 Return on Equity

MEGPTCL’s Submission

5.7.1 MEGPTCL submitted that it has computed RoE for the Control Period from FY 2025-
26 to FY 2029-30 in accordance with Regulation 29.2 of the MYT Regulations, 2024.
Further, the applicable Income Tax rate has been considered equal to the prevailing
MAT rate of 17.472%, and the Base Rate of pre-tax RoE has been computed as under:

Base Rate of pre-tax RoE = 15.50% /(1-17.472%) = 18.78%

5.7.2

the closing equity after provisional truing up for FY 2024-25.

5.7.3

30 is shown in the Table below:
Table 71: Return on Equity as submitted by MEGPTCL (Rs. Crore)

MEGPTCL submitted that it considered the opening equity for FY 2025-26 equal to

The RoE claimed by MEGPTCL for the Control Period from FY 2025-26 to FY 2029-

Particulars FY 2025- | FY 2026- | FY 2027- | FY 2028- | FY 2029-
26 27 28 29 30

Regulatory Equity atthe beginning of |, 7o) oo | 1 76955 | 107753 | 1.977.53| 1.97753
the year
Equity addition during the year 17.87 207.98 - - -
Reduction in Equity on account of
retirement / replacement of assets
ijr“'atory Equity at the end of the | ) 00 o | 197753 | 1.97753| 1.97753| 1,977.53
Return on Equity Computation
Base Rate of Return on Equity 15.50% 15.50% 15.50% 15.50% 15.50%
Pre-tax  Return on Equity after | g 00 | 157806 | 1878% | 18.78% | 18.78%
considering effective Tax rate
Return on Regulatory Equity atthe | 55099 | 33535 | 37141 | 371.41| 37141
beginning of the year
Ret_urn on Regulatory Equity addition 168 1953 ) ) )
during the year
Total Return on Equity 330.67 351.88 371.41 371.41 371.41
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Commission’s Analysis and Rulings

5.7.4

5.71.5

5.7.6

Regulation 29.2 of the MYT Regulations, 2024 applicable for the Control Period from
FY 2025-26 to FY 2029-30 specifies as under:
“29.2
(i) Return on equity for the Generating Company having thermal, gas or hydro plants,
Transmission Licensee and Distribution Wires Business, shall be allowed on the
equity capital determined in accordance with Regulation 27 for the assets put to use,
at the rate of 15.50 (base rate — 14 + performance linked -1.50) per cent per annum
in Indian Rupee terms.”
Further, Regulations 34.2 and 34.3 of MYT Regulations, 2024 provides for the rate of
ROE to be grossed up with the effective tax rate for respective financial year. Relevant
part of the Regulation 34.2 & 34.3 of MYT Regulations, 2024 is reproduced here below:

“34.2 The rate of Return on Equity, including the rate of Performance Linked Return
on Equity as allowed by the Commission under Regulation 29 of these Regulations shall
be grossed up with actual tax paid, for the previous year:

Provided that in case the Generating Company or ESSD or Licensee or MSLDC or
STU for the regulated business has not paid any Income Tax for respective year, the
Tax Rate shall be considered as zero at the time of Truing-up, subject to prudence
check.

34.3 The Rate of Return on Equity shall be rounded off to three decimal places and
shall be computed as per the formula given below:

Rate of pre-tax return on equity = Rate of Return on Equity / (1-t),

Where “t” is the actual tax rate including surcharge and cess.”

The Commission has considered the closing Equity approved in the provisional truing
up for FY 2024-25 as the opening equity for FY 2025-26. The addition to equity in each
year of the Control Period has been considered equal to 30% of the GFA addition
approved for the respective year. The RoE rate of 15.50% has been grossed up by the
the actual effective tax rate applicable for FY 2023-24, which is the MAT rate of
17.472%, to determine the pre-tax rate of ROE of 18.78% for the 5" Control Period.
The RoE approved for FY 2025-26 to FY 2029-30 is summarised in the Table below:

Table 72: RoE approved by the Commission for FY 2025-26 to FY 2029-30 (Rs. Crore)

Particulars EY 2025-26 | EY 2026-27 | FY 2027-28 | FY 2028-29 | FY 2029-30
Regulatory Equity at  the 1,736.82 1,737.42 1,737.42 1,029.17 1,029.17
beginning of the year
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Particulars FY 2025-26 | FY 2026-27 | FY 2027-28 | FY 2028-29 | FY 2029-30
Equity addition during the 0.60 i 19175 ) )
year
Reduction in Equity Capital
on account of retirement / - - - - -
replacement of assets
Regulatory Equity at the end |, 247 45 1,737.42 1,929.17 1,929.17 1,929.17
of the year
Base Rate of RoE (%) 15.50% 15.50% 15.50% 15.50% 15.50%
Pre-tax rate of RoE (%) 18.78% 18.78% 18.78% 18.78% 18.78%
eRqelj?t;n on  Regulatory 326.26 326.31 344.32 362.33 362.33

5.7.7 The Commission approves RoE for the Control Period from FY 2025-26 to FY
2029-30, as shown in the Table above.

5.8 Contribution to Contingency Reserves

MEGPTCL’s Submission

5.8.1 MEGPTCL submitted that Regulation 35 of the MYT Regulations, 2024 provides for
allowing a sum of not less than 0.25 percent of the original cost of fixed assets annually
towards contribution to Contingency Reserve. Since total contribution to contingency
reserves has not reached 5% of the GFA, MEGPTCL has computed such contribution
to contingency reserves at 0.25% of the GFA for FY 2025-26 to FY 2029-30. The
claimed amount of contribution to contingency reserve is provided in the table below:

Table 73: Contribution to Contingency Reserve for FY 2025-26 to FY 2029-30 as
submitted by MEGPTCL (Rs. Crore)

Particulars FY 2025- | FY 2026- | FY 2027- | FY 2028- | FY 2029-
26 27 28 29 30

Opening Balance of CONtNGeNcy | 1q,5 | 13383 | 14857 | 16505 | 18153
Reserves
Opening Gross Fixed Assets 5,838.94 | 589851 | 6,591.76 | 6,591.76 | 6,591.76
Opening Balance of Contingency 0 0 0 0 0
Reserves as % of Opening GFA 2.04% 2.27% 2.25% 2.50% 2.75%
Contribution to  Contingency | 4, 6, 14.75 16.48 16.48 16.48
Reserves during the year
Utilisation of Contingency Reserves i i i i i
during the year
Closing Balance of Contingency 0 0 0 0 0
Reserves as % of Opening GFA 2.29% 2.52% 2.50% 2.75% 3.00%
Closing Balance of Contingency | 4305 | 14857 | 16505 | 18153 | 198.01
Reserves
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Commission’s Analysis and Rulings

5.8.2 The Commission has approved the Contribution to Contingency Reserves for FY 2025-
26 to FY 2029-30 at 0.25% of the approved Opening GFA for each year of the 5%
Control Period, in accordance with Regulation 35 of the MYT Regulations, 2024.
Accordingly, the approved Contribution to Contingency Reserves for the 5™ Control
Period are summarised in the following Table:

Table 74: Contribution to Contingency Reserves for FY 2025-26 to FY 2029-30
approved by the Commission (Rs. Crore)

Particulars FY 2025-26 | FY 2026-27 | FY 2027-28 | FY 2028-29 | FY 2029-30
Opening GFA 5789.36 5791.36 5791.36 6430.51 6430.51
Contingency Reserve 14.47 14.48 14.48 16.08 16.08

5.8.3 The Commission approves Contingency Reserve for the Control Period from FY
2025-26 to FY 2029-30, as shown in the Table above.

5.9 Non-Tariff Income

MEGPTCL’s Submission

5.9.1 MEGPTCL submitted that it has estimated the income from contingency reserves based
on existing and proposed investment in contingency reserves during the Control Period,
as shown in the Table below:

Table 75: Non-Tariff Income for FY 2025-26 to FY 2029-30 as submitted by MEGPTCL

(Rs. Crore)
Particulars FY 2025- | FY 2026- | FY 2027- | FY 2028- | FY 2029-
26 27 28 29 30
Non-Tariff Income 7.55 8.51 9.59 10.66 11.74

Commission’s Analysis and Rulings

5.9.2 The Commission has projected the Non-Tariff Income for each year of the 5" Control
Period equal to the interest earned out of investment of contingency reserves
accumulated till the previous year plus the interest earned out of investment of
contingency reserves approved for that year at the rate of interest of 6.52%.

5.9.3 Hence, the approved non-tariff income for the 5" Control Period is given in the Table
below:
Table 76: Non-Tariff Income for FY 2025-26 to FY 2029-30 approved by the

Commission (Rs. Crore)
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Particulars

FY 2025-26

FY 2026-27

FY 2027-28

FY 2028-29

FY 2029-30

Non- Tariff Income

7.54

8.48

9.43

10.47

11.52

5.9.4 The Commission approves Non-Tariff Income for the Control Period from FY
2025-26 to FY 2029-30, as shown in the Table above.

5.10 Summary of ARR for FY 2025-26 to FY 2029-30

MEGPTCL’s Submission

5.10.1 Based on the above parameters, MEGPTCL’s projections of ARR for the Control
Period from FY 2025-26 to 2029-30, is summarized in the Table below:
Table 77: Projected ARR as submitted by MEGPTCL for FY 2025-26 to FY 2029-30

(Rs. Crore)
Particulars FY 2025- | FY 2026- | FY 2027- | FY 2028- | FY 2029-
26 27 28 29 30

Operation & Maintenance Expenses 134.90 158.65 184.91 192.32 200.88
Depreciation Expenses 236.17 231.09 135.46 135.26 134.71
Interest on Loan Capital 104.11 108.07 115.93 98.00 80.11
Interest on Working Capital 24.06 18.97 19.39 19.30 19.23
Contribution to contingency reserves 14.60 14.75 16.48 16.48 16.48
Total Revenue Expenditure 513.84 531.53 472.17 461.37 451.42
Add: Grossed up Return on Equity 330.67 351.88 371.41 371.41 371.41
Capital
Aggregate Revenue Requirement 84451 883.40 843.58 832.78 822.83
Less: Non-Tariff Income 7.55 8.51 9.59 10.66 11.74
ARR from Transmission 836.96 874.89 833.99 822.12 811.09

Commission’s Analysis and Rulings

5.10.2 Based on the analysis set out in the preceding paragraphs, the Commission has
approved the ARR for the Control Period from FY 2025-26 to FY 2029-30, as shown
in the Table below:

Table 78: Stand-Alone ARR for FY 2025-26 to FY 2029-30 as approved by the

Commission (Rs. Crore)

Particulars FY 2025- | FY 2026- | FY 2027- | FY 2028- FY 2029-
26 27 28 29 30
0O&M Expenses 129.49 135.15 160.52 186.91 195.47
Depreciation Expenses 305.99 306.12 319.57 220.26 95.48
Interest on Loan Capital 89.15 50.43 39.12 33.26 13.25
Interest on Working Capital 19.65 18.23 19.04 19.16 17.42
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Particulars FY 2025- | FY 2026- | FY 2027- | FY 2028- FY 2029-
26 27 28 29 30
Contribution to contingency reserves 14.47 14.48 14.48 16.08 16.08
Total Revenue Expenditure 558.74 524.42 552.74 475.67 337.69
é:si:tafrossed up Retrn on Equity | 456 o6 326.31 344.32 362.33 362.33
Aggregate Revenue Requirement 885.00 850.73 897.06 838.00 700.02
Less: Non-Tariff Income 7.54 8.48 9.43 10.47 11.52
ARR from Transmission 877.46 842.25 887.63 827.52 688.50

5.11 Past Gaps/(Surplus) and Transmission Tariff Recovery for Control Period

MEGPTCL’s Submission

5.11.1 MEGPTCL submitted that since the transmission system forms an integral part of the

in line with Regulation 83 of the MYT Regulations 2024.
5.11.2 MEGPTCL proposed to the following tariff recovery from FY 2025-26 to 2029-30:

30 (Rs. Crore)

State Transmission Network, MEGPTCL shall recover monthly transmission charges

Table 79: Tariff Recovery as submitted by MEGPTCL for FY 2025-26 to FY 2029-

Sr. Particulars FY FY FY FY FY
No. 2025-26 | 2026-27 | 2027-28 | 2028-29 | 2029-30
1 | ARRin present Petition 836.96 | 87489 | 83399 | 82212| 811.09
2 | Revenue Gap/ (Surplus) for FY 2022-23 45.09
3 | Carrying cost on Revenue Gap/
20.69

(Surplus) for FY 2022-23
4 | Revenue Gap/ (Surplus) for FY 2023-24 284.33
5 | Carrying cost on Revenue Gap/ 58.88

(Surplus) for FY 2023-24
6 | Revenue Gap/ (Surplus) for FY 2024-25 16.40
7 | Revenue Gap along with carrying cost

for FY 2019-20 due to additional 22.82

capitalization of Ektuni Bays
8 Tnostils Estimated Recovery through | ; ,ec 17 | g7489| 833.99| 82212 | 811.09

Commission’s Analysis and Rulings

5.11.3 The Commission in the respective Section of the Order has computed the Revenue Gap/
(Surplus) after truing up of FY 2022-23 and FY 2023-24, Provisional Truing up of FY
2024-25. Accordingly, the Commission allows the recovery of the same along with the

ARR of FY 2025-26. The details of the Past Revenue Gaps/(Surplus) allowed for
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recovery in FY 2025-26 are shown in the Table below:

Table 80: Past Revenue Gap/(Surplus) approved by the Commission for recovery in

FY 2025-26 (Rs. Crore)

i’l;’ Details of Gaps/ Surplus Amount
a. | Gap/(Surplus) after True-up for FY 2022-23 92.11
b. | Gap/(Surplus) after True-up for FY 2023-24 33.82
c Gap/(Surplus) after Provisional True-up for FY 2024-25 3.57
d Total Revenue Gap/(Surplus) allowed in FY 2025-26 129.50

Carrying Cost on Past Gaps

5.11.4 The Commission had undertaken the provisional True-up for FY 2022-23 and had

5.11.5

allowed the Revenue Surplus of Rs. 72.11 Crore in the MTR Order dated 31 March,
2023. In the present Order, the Commission has approved Revenue Gap of Rs. 92.11
Crore after final truing up for FY 2022-23. Thus, the incremental Revenue Gap of
FY 2022-23 to be allowed for recovery in FY 2025-26 is Rs. 20.00 Crore.

The Commission has computed the carrying cost on the Revenue Gap/(Surplus) for FY
2022-23 and FY 2023-24 after Truing-up. The carrying cost has been computed for
half-year of FY 2025-26, as the recovery of the Gap shall be spread over the entire FY
2025-26. No carrying cost has been computed on the Revenue Gap/(Surplus) after
provisional truing up for FY 2024-25. The rate of interest considered for computing the
carrying cost is the same as the rate considered for computing loWC in this Order. The
following Tables provide the computation of Carrying Cost for FY 2022-23 and FY
2023-24:

Table 81: Carrying Cost approved by the Commission on Revenue Gap/(Surplus) of

FY 2022-23 (Rs. Crore)

Particulars FY 2022-23 | FY 2023-24 | FY 2024-25 | FY 2025-26
Opening Balance - 92.11 20.00 20.00
Gap during the year 9211 - - -
Recovery During the Year - 72.11 - 20.00
Closing Balance/ Incremental Gap 92.11 20.00 20.00 -
Average Balance 46.06 56.06 20.00 10.00
Wtd. Average rate of Interest 9.30% 10.07% 10.45% 10.45%
Carrying / (Holding) Cost 4.28 5.64 2.09 1.05
Effective carrying/ (holding) cost for 13.06
Period from FY 2022-23 to FY 2025-26
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Table 82: Carrying Cost approved by the Commission on Revenue Gap/(Surplus) of
FY 2023-24 (Rs. Crore)

Particulars FY 2023-24 | FY 2024-25 | FY 2025-26
Opening Balance - 33.82 33.82
Gap during the year 33.82 - -
Recovery During the Year - - 33.82
Closing Balance 33.82 33.82 -
Average Balance 16.91 33.82 16.91
Witd. Average rate of Interest 10.07% 10.45% 10.45%
Carrying / (Holding) Cost 1.70 3.53 1.77
Effective carrying/ (holding) cost for 200
Period from FY 2023-24 to FY 2025-26 '

5.11.6 Thus, the past Revenue Gap/(Surplus) after truing up for FY 2022-23 and FY 2023-24
and provisional truing up for FY 2024-25, along with associated carrying cost allowed
to be recovered in FY 2025-26, is shown in the Table below:

Table 83: Recovery of Past Revenue Gap/(Surplus) in FY 2025-26, as approved by
the Commission (Rs. Crore)

ST Particulars Rs. Crore
No.

1 Incremental Gap/(Surplus) after True-up for FY 2022-23 20.00
2. Gap/(Surplus) after True-up for FY 2023-24 33.82
3. Gap/(Surplus) after Provisional True-up for FY 2024-25 3.57
4 Carrying Cost/ (Holding Cost) for FY 2022-23 to FY 2025-26 20.06
5 Total Past Gap allowed to be recovered in FY 2025-26 77.45

5.11.7 The Commission approves the past Revenue Gaps and carrying cost of Rs. 77.45
Crore, to be recovered along with the ARR approved for FY 2025-26.

5.11.8 The cumulative ARR approved for each year of the Control Period from FY 2025-
26 to FY 2029-30 is shown in the Table below:

Table 84: Transmission Tariff Recovery for 5th Control Period, as approved by the
Commission (Rs. Crore)

Particulars FY 2025- | FY 2026- | FY 2027- | FY 2028- | FY 2029-
26 27 28 29 30
Net ARR 877.46 842.25 887.63 827.52 688.50
Incremental Gap/(Surplus) after 20.00
True-up for FY 2022-23
Gap/(Surplus) after True-up for 33.82

FY 2023-24
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Particulars FY 2025- | FY 2026- | FY 2027- | FY 2028- | FY 2029-
26 27 28 29 30
Gap/(Surplus) after Provisional 357
True-up for FY 2024-25 '
Carrying Cost/ (Holding Cost) 20.06
for FY 2022-23 to FY 2025-26 '
Total Recovery through InSTS 954.92 842.25 887.63 827.52 688.50

5.11.9 Accordingly, the Commission approves the recovery of Transmission ARR for the
Control Period from FY 2025-26 to FY 2029-30, as shown in the Table above.
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6 Recovery of ARR and Transmission Charges

6.1.1 In accordance with the Transmission Pricing Framework and the MYT Regulations
2024, the approved ARR for FY 2025-26 to FY 2029-30 is to be recovered through the
Total Transmission System Cost (TTSC) of the respective years.
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7 Applicability of Order

7.1.1 This Order shall come into effect from 01 April 2025.

7.1.2 The Petition of M/s Maharashtra Eastern Grid Power Transmission Company Limited
in Case No. 182 of 2024 stands disposed of accordingly.

Sd/- Sd/- Sd/-
(Surendra J. Biyani) (Anand M. Limaye) (Sanjay Kumar)
Member Member Chairperson

Yt

A=

(Dr. Rajendra\ G. Ambekar)
Secretary
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APPENDIX 1

List of persons who attended the TVS on 19 November 2024

ilro.. Name Organisation
1. | Shri Prashant Kumar MEGPTCL
2. | Shri Naresh Desai MEGPTCL
3. | Shri Palaniappan Meyyappan ABPS Infra
4. | Shri Atul Pandey ABPS Infra
5. | Shri Ratul Paul ABPS Infra
6. | Shri Prithvi Madhavan ABPS Infra
APPENDIX 2
List of Persons who attended the Public Hearing on 7 January, 2025
Sr. ..
No. Name Organisation
1. | Shri Prashant Kumar MEGPTCL
2. | Shri Naresh Desai MEGPTCL
3. | Shri Palaniappan Meyyappan ABPS Infra
4. | Shri Atul Pandey ABPS Infra
5. | Shri Ratul Paul ABPS Infra
6. | Shri Prithvi Madhavan ABPS Infra
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