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|, Sri Sudipta Mukhopadhyay, son of Late Deb kumar Mukhopadhyay, ag
years residing at 2 Kundan Bye Lane, Liluah Howrah = 711204 do solemnly affirm
and say as follows:

1. | am the Chief Engineer (Regulation)(Officiating) of the West Bengal State
Electricity Distribution Company Limited, pefitioner in the above matter, and
am duly authorised by the said petitioner to make this affidavit for and on its
behalf.

5 The statements made in chapters 1 to 3 herein now shown to me and
marked with the letter “A” with Annexure- to IV of Voiume-l and Volume-il
are true to my knowledge and nothing material has been concealed from
the statements 5o made

Solemnly affirm at Kolkata on this 8" day of December'2018 that the contents of
this affidavit are true to my knowledge, no part of it is false or nothing materal has
been concealed there from and misleading material included therein.

 Codsle Thutopedby~

|rI Chief F-ginear Rrgutﬂﬂnﬂﬂ

Reg aticn Deparmant
WasT

.

Soflemmly Aflirrned

H. N. SAHA Identified by me &
CI'T Declarsd Pefore me
H ARY i Il,‘l.u"-i-l-lq.'-l'- LARALL e nl ]
Hikesh Dhaves o
Morth Block, O, Flos Advocate .
Fhdhmnnagar, Kolus B N SAHA
Teal flenpad MTARY



A

Applcabion seoking Annwal Performanca Rindes for 2017-18

BEFORE THE HON'ELE WEST BENGAL ELECTRICI

REGULATORY COMMISSION ! /-\ .
i -,
4 1 ._1'+*'\" i}
I p R FF-FH .-3:;'

1 3 II ﬂl‘llli ;ll-."r‘:- ’J :r
l-);%m |

Filing No. AR — 5

Case Mo,

IN THE MATTER OF: Application seeking Annual Performance Review
for annual fixed charges for the year 2017-18 under
regulation 26 of the West Bengal Electricity
Regulatory Commission (Terms and Conditions of
Tarnff) Regulations, 2011 as ameandad.

AND

IN THE MATTER OF: West Bengal State Electricity Distribution Company
Limited, Vidyut Bhavan, Block — D, Sactar - |,
Bidhannagar, Kolkata = 700 021.

THE APPLICANT ABOVE NAMED RESPECTFULLY SUBMITS
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1.4.2

123

Preamble

This section presents the background and reasons for filing this
Application,

Introduction

WBSEDCL s deemed to be a licensee under the Act in terms of fifth
provise to Sechon 14 of the Act WBSEDCL is presently engaged in
the business of Generation of solar and hydro-electricty and
Distribution of elactrcity within the area of supply of WBSEDCL in tha
state of West Bengal.

The Hon'ble West Bengal Electricity Regulatory Commission has
izsued the West Bengal Electricity Regulatory Commission (Terms and
Conditions of Tanff) Regulations, 2011 (hersinafier referred as tariff
Regulation) which has come into effect from 28 April, 2011. The said
Tariff Regulations, 2011 were further amended by notifying the West
Bengal Electricity Regulatery Commission (Terms and Conditions of
Tanff) (Amendment) Regulations, 2012 in the extra ordinary edition of
The Kolkata Gazette dated 27" August 2012 and West Bengal
Electricity Regulatory Commission (Terms and Conditions of Tariff)
{Amendment) Regulations, 2013 in the extra ordinary edition of The
Kolkata Gazette dated 30th July, 2013,

As per the prowisions stipulated in Regulation 26 of the Tarff
Regulations, the licensee shail be subjected to an Annual Performance
Review (hereinafter referred to as "APR") covering annual fixed costs,
which are not covered under the process of Fuel and Power Purchase
Cost Adjustment (hereinafter referred to as "FPPCA"). The relevant

West Bengal flale Eleclricity Disdbution Cempony Limiled 9]
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referanca.

"26.1 The generating company / licenses shall make an
application seeking an annual performance review for fived cosi,
ncentives as per Schaduie-10 and effects of gain sharing for the
concerned period as per Schedule - 98 for an ENsSulng year or the
base year with statutory audited data and a copy of the audifed
Annual Accounts for that year by November of the immediste mext
ensuing year of each such ensuing year or base vear, as the case 1
may be. The generaling company or ficensee shall provide such
related information for APR as per the format for tariff application
limited to the year under review for the purpose of assassing the
feasons and exlent of any vanation in the pedformance from the
approved projection. A comparative  statement showing the
different elemeants of fived cost as approved in the tarlff order of
the concemed ensuing year as well as the actual audited hgure
against such element shall be given.”

1.24  According to the above regulatory provision, the timeling for filing of
the APR Appiication for 2017-18 was 30" Navermber 2018. WBSEDCL
in its leftter no. REG/SERC/268 dated 28" November 2018 prayed for
extension of such timeline for filing of APR Application in view of
proposed financial restructuring scheme, which is currently under
consideration of the Govt. of West Bengal. On prayer of WBSEDCL
the Hon'ble Commission as pes its order dated 6" December 2018 has
extended the last date of submission of the APR Application for 2017-
18 up to 31* January 2019. However, WBSEDCL hereby submits the
APR Application for 2017-18 on 7" December 2018 without
considenng any impact of the proposed restructuring scheme.

Eer Beagal Fate Heciicity Diddbution Company limiled 10 |
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1.3.  Submission by WBSEDCL to the Hon'ble Cummiuiu‘:iﬂ.‘j’_'-v.:._- :

1.31  WBSEDCL hereby submits the Application as per provisions of the
Tariff Regulations framed under seclion 62 of the Act seeking an
Annual Performance Review for the annual fixed charges for the year
2017-18 and based on Audited Annual Accounts for the said year

132 Such APR Application has been furnished with necessary related
information as per format for tariff application for the purpose of
assessing the reasons and axtent of variation in the performance from
the approved projection. This APR Application consists of six (B}
volumes of submissions as follows

{iy APR Application:

(i} Volume-| — Data Formats and other supporting documents having
Annaxure-| to [\

(i} Volume-ll = Compliance report having Annexure-1 to 54

(iv) Appendix-l - Copy of the Audited Annual Report & Accounts of
WBSEDCL for 2017-18:

(v) Appendix-l - Copies of the Audited Annual Accounts of Pansion
Fund, Gratuity Fund, Centributory Provident Fund and General
Provident Fund Trustee Board of WBSEDCL for 2017-18;

ivi} Appendix-lll - Copies of rate revision omders for differant
outsourcing confracts marked as Annexure-l to Annexure-\/,

(vii} Appendix-IV ~ Copies of supporting dacuments for new loans
drawn during 2017-18,

{viil) Appendix-V — Copies of Lease Rental Bills and LOAs, Cost Audit
Report for 2017-18. and Income Tax Assessmants for AY 2015-
16 and AY Z018-17,

Wera Beagal flabe Geclricity Diddbetion Company Uimited 11 |
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2. Annual Performance Review for 201?*13" ARY ) o

L1002

—*ﬂ*\ *'{éa'

2.1 Introduction T " 3

2.1.1  This saction outlines the performance of WBSEDCL for the year 2017-
18. In line with the provisions of the Tariff Regulations, WBSEDCL
hersby submits the Application for APR for the year 2017-18,
comparing the audited actual fixed costs for 2017-18 with thoss
adrmitted by the Hon'ble Commission vide the Tariff Order for 2017-18.

212 The Board of Directors of WBSEDCL has approved the Annual
Accounts of WBSEDCL for the period from April 2017 to March 2018
on 06,08, 2018 sfler the Independent Statutory Auditors Mz De & Bose
have audited the Accounts. The Comptrolier and Auditor General of
India, vide repori dated 27.09.2018 has completed the Audil of
WEBESDCL Annual Accounts, The Audited Annual Report & Accounts
of WBESDCL for 2017-18 is enclosed as Appendix-l of this APR
Application. WBSEDCL hersby proposes to review its fixed costs
basad on the Audited Annual Accounts,

21.3 Asperpara 1.2.1.0i) of WBERC MYT regulations, 2011:

L.Accounts” means regulatory accounts as may be specified by the
Commission and till such lime these are specified by the Commission,
the said accounts shall be the accounls as maintained in accordance
with the Comparies Act, 1956 (1 of T856) or ihe relevant stalules or
repealed stafufes under which the licensee or the generaling company
is meorporated or creafed bul subject fo such deviations as specified
in these regulations and / or prescribed in the niles made under sub-
section (1) of secton 89 of the Electnicity Supply Act, 1948;"

Wed Bengal Stale Elecircity Diddbuticn Company Umiled 12|
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e e Dl'lu-ﬁ-]_
The Companies Act 2013 has replaced the Companies Act 19 ‘_""--.\'ﬁl1
receiving the assent of the President of India on 26.08.2013. . H ‘._-.J.m V7

TARY |,1
Hence, as per Rule 4, ::lfSan:m:in1:!.'3::rf-l:,‘curnpanm::a..El.-[:t2:}13‘.!l.-l ..-51,;..,;1/

i-"

"The following companies shall comply with the Indian A ﬁr“ h ,‘
atandards (ind AS) for the accounting periods beginning on r:rraﬁ‘arﬂy

Aprl, 2016, with the comparatives Ffor the penods ending on 31st

March, 2018, or thereafler, narnely:

a) Companies whose equily or debt securities are listed or are in the
process of being listed on any stock exchange in India or outside India
and having nat worth of rupees five hundred crore ar maore;

b) Companies other than those covered by sub-clause (a) of clause (i)
of sub-rute (1) and having net worth of rupees five hundred crore or
more;

cl Holkding, subsidiary, joint venfure or associale companies of
comparies covered by sub-clause (a) of clause (i) of sub- rule (1) and
sub-clause (b) of clause (§) of sub- rule (1) as the case may be:.. "

214  Inthe light of abeve, the financial statements of WBSEDCL have been
prepared to comply in all material aspects with Indian Accounting
Standards (Ind AS) notified under Section 133 of the Companies Act,
2013, Companies (Indian Accounting Standards) Rules, 2015 and
Cempanies (Indian Accounting Standards) Amendment Rules, 2016
and ather relevant provisions of the Companies Act.

215  The financial statements up to 2015-16 were prepared in accordance
with generally accepted accounting principles in India {Previous
GAAP) to comply with the Accounting Standards specified under
Section 133 of the Companies Act, 2013 as applicable.

West Bengol fale Ueolrcity Ditdbution Company limited 13 |
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2.1.8

218

The financial statements for 2016-17 are the first financial statements

of the Company under Ind AS. In Note 55 of the Audited

Accounts of 2016-17- “First-time adoption of Ind AS", an axpl

of how the transition from previous GAAP 1o Ind AS has artsci the. .-
!

I L

Company's financial position, financial performance and cash, s'tn::m? RS 4

was provided, e M ¢
'-‘ - ""_'ﬁ "

The accounting policses et out as per Ind AS, have been applied in:

a. Preparation of an opening Ind AS balance shaet at 1 Aprl 2015
{the Company's date of transition),

b. The comparative information presented in these financial
statements for 2015-16. with recasting profit and loss account &
balance shest for the year 2015-16.

c. Praparing the financial statements from 2016-17 anwards.

In the light of above, adeption of Ind AS (as against GAAP) has
impacted the annual accounts, notes and explanations thereof, in the
following ways:

a. Difference in presentation of certain account balances,

b Difference in valuation of assets and liabilites, and recognition of
income and expenditures; and

c. Difference in ocpening balances as compared to their closing
balances in the previous financial year.

Due to b and ¢ above, the net financial impact. in the current financial
statements for 2017-18 has been considered in this APR Application
for 2017-18, Relevant balance partions of the net financial impact will
be amartized in the future financial statements of WBSEDCL as per
provisions of Ind AS. Accordingly, adjustments will be considered in
the APR Applications for the respechve future years.

We s Bengal Slake Bleckicity Diddbution Company lmiled 14 |
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Central Transmission Utility (CTU) charges ; ﬁm

221 Comparison of aciual Ceniral Transmission Utility charges {hirainaﬁ%h. SAHA
referred to as "CTU charges”) for 2017-18 against that admitted by __q' -":U TARY
{= g2

Hon'ble Commission for the same period vide the Tariff Order for 2017-), © /

-
g "

h---
m
'.:._-
i B f
W

2

; ; : o T Sy
18 is shown in the following table. ““‘*'-.‘3__-"& - gﬁ
Table 1: CTU charges for 2017-18
Rs. Lakh
Particulars 2017-18 201718 |
{Admitted) | (Actual)

PGCIL charges B0,325

PGCIL arrear duss 3,908

WWVWN Ltd (Reimbursament fior intersiate
| trensfer of solar power) 68,447 870

Less: Rebate for mely payment 1T

Add: Transmission Charge partaining to 9_131

purchaze of short-term power " !

Total CTU charges 66,447 74,015

222 Such CTU charges are paid to the Central Transmission Utlity { e
PGCIL in this case) by WBSEDCL for using the transmission natwork
of PGCIL for wheeling of power purchased by WBSEDCL from various
entifies. Such CTU charges are as per charges spproved by the
Central Electricity Regulatory Commission (hereinafter referred 1o as
"CERC"),

223  As per the Audited Annual Accounts of WBSEDCL for 2017-18, the
CTU Charges in 2017-18 is Rs. 74.015 lakh, which includes PGCIL
charges of Rs. 60,325 lakh, PGCIL arrear dues of Rs. 3,906 lakh,
NVVN Lid (reimbursement of interstate transfer of solar power) of Rs
670 lakh (refer Mote No. 32(B) of the Audited Annual Accounts of 2017-
18), less rebate of Rs. 17 lakh for timely payment of ceniral

Wed lengal Mate Cesliaity Ditdbution Gompany Umiles 15|
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224

225

2.3

231

transmission charges (refer Note No. 32.3 of the Audited aﬁ

’rH NoSALA 5\.

MOTARY

Accounts of 2017-18). 'F‘ 2372043

In addition, Rs. 9,131 fakh s paid by WBSEDCL in 2017-18 as
Access charge for purchase of short-term power through traders ar‘u:l
power exchanges (refer Auditor Certificate in Annexure-1l of Volume-1
containing break-up of power purchase cost mentionad in the Audited
Annual Accounts), Such Open Access charge is transmission charge
in nature and a fixed cost item as par the Tarff Regulafions. Hence it
has not been considered in the Application for FPPCA for 2017-18 and
such cost paid is now considered as part of the CTU charges in this
APR Application for 2017-18 (refer para 7(j) of FPPCA Application of
2017-18).

S0, Rs. 74,015 lakh Incurred by WBSEDCL in 2017-18 may be
considered by the Hon'ble Commission as CTU charges in the APR for
201718,

System operation charges payable to POSOCO (Power
System Operation Corporation Limited)
Comparison of actual POSOCO charges for 2017-18 against that

admitted by the Hon'ble Commission for the same pariod vide the Tariff
Order for 2017-18 is shown in the following tabla.

Table 2: POSOCO charges for 201718

i Rs. Lakh
Particulars 201718 201718
(Admitted) | (Astual)

POSDCO charges ! 304

Less: POSOCO (Armear dues) (330)

Tetal POSOCO charges 543 (29) .

Wes Bragal flale Blecideily Didribuwlion Gompany Limited 16 |
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232

233

2.4

2.4.1

242

243

Such POSOCO charges are paid by WBSEDCL to PO Jﬂl;n Mﬂ'T.:_r.-'-_f
account of integrated operation of the national power grid whil 'I_n I .
power purchased by WBSEDCL from various entiies is '.ld-lee}lad!‘ g
across the central transmission grid. Such charges are payable as
datermined by CERC. For the yvear 2017-18, WBSEDCL has a net

recaivable of Rs. 29 Lakhs from POSOCO, on account of arrears due

to the tune of Rs. 330 Lakhs from POSOCO to WBSEDCL.

As per the Audited Annual Accounts of WBSEDCL for 2017-18, the
POSOCO charges in 2017-18 is Rs. (29) lakh (refer Note No. 32(B) of
the Audited Annual Accounts of 2017-18), which may be considerad
by the Hon'ble Commission as the system operation charges payable/
(recaivable) to POSOCO in the APR for 2017-18.

Eastern Region Power Committee (ERPC) charge

Comparison of actual Eastern Region Power Committes charge
{hereinafier referred to as "ERPC charge”) for 2017-18 against that
admitted by the Hon'ble Commission for the same pericd vide the Tariff
Order for 2017-18 is shown in the following table.

Table 3: ERPC charge for 2017-18

Rs. Lakh
| Particulars 201718 | 2017-18
(Admitted) | (Actual)

ERPFC charge 16 16

Such ERPC charge is paid by WBSEDCL, it being a member of ERPC
for safe and secure operation of the Eastern Regional power grid.

As per the Audited Annual Accounts of WBSEDCGL for 2017-1 g8, the
ERPC charge in 2017-18 is Rs. 16 lakh {refer Note No. 32(C) of the

liﬂlnﬂlhhlﬂﬂuﬂgmmw 17 |
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2.5
2.5.1

2.5.2

2.5.3

I-i:"'J'.'I_pL
Audited Annual Accounts of 2017-18), which may be considerad hfW’_‘“‘\f’“
Hon'ble Commission as the ERPC charge in the APR for ECH?-IFE & """ SAlA T

State Transmission Utility (STU) charges m

G "1.

%

Comparison of actual State Transmission Utility charges (hereinafter ™ &5 (1% 0
referred to as "STU charges”) for 2017-18 against that admitted by the
Hon'ble Commission forthe same period vide the Tariff Order for 2017-

18 is shown in the following table.

Table 4;: STU charges for 201718

Rs. Lakh

Particulars 2017-18 2017-18
(Admitted) {Actual)

WRBSETCL chargas 1 .?E.Tﬁi TEI. 1.14.9@1.

Such STU charges are paid 1o the State Transmission Utility (e
WBSETCL in this case) by WBSEDCL for using the transmission
network of WBSETCL for transmitting power purchased/generated by
WBSEDCL Such STU charges are as per tariff order for WBSETCL
for 2017-18 as approved by the Hon'ble Commission,

In this context, it has bean noted that other state distribution licensees
on regular basis are using state transmission network without any long
term agreement to aveid payment of STU charge on such usage.
Instead, these distribution licensees are making short term booking of
STU, thus paying W™ of such STU charge as per regulaton. The
reference for the same is attached as Annexure-lll of Volume-1 of this
APR Application. Hence, the above matter is brought to the knowledge
of the Hon'ble Commission so that necessary amendment of
regulations can be taken up to avoid incidence as stated above.

Wek Bengal flale Electdcily Didribution Gompany Umited 18 |
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As per the Audited Annual Accounts of WBSEDCL for 2
transmission charges paid to WBSETCL in 2017-18 is Rs.

lakh, (refer Note No. 32(B) of the Audited Annual Accounts ﬂﬁ %ﬂl;?i.h‘il.ﬁ
131 .|; | 'L-"r !"'R‘I
' i, 11'1':""3

255 BSuch STU charges of Rs. 1,14 904 takh, incurred by WBS
2017-18 may be considered by the Hon'ble Commission as“gﬁ'.lw
charges in the APR for 2017-18.

':ll- [

256 The above amouni of Rz 1,14904 |akh has been charged by
WBSETCL basad on Tarnff Order for 2016-17, as the Tanff Order for
2017-18 has been issued after 31.03.2018. The Hon'ble Commission
in WBSETCL's Tariff Order for 2017-18 has determined WBSEDCL's
STU charges for 2017-18 to be Rs. 1,22,130.76 lakh o be payable in
eight (8) equal manthly instalments from July 2018 onwards. Hence,
such instalment paymenis made by WBSEDCL will be accounted as
‘arear’ in WBSEDCL's books of account for 2018-18. Accordingly,

WESEDCL will claim such charges in the APR Application for 2018-
18

2.6  State Load Despatch Centre (SLDC) charges

281  Comparison of actual SLDC charges for 2017-18 against that admittad
by the Hon'ble Commission for the same period vide the Tariff Order
for 2017-18 is shown in the following table

Table 5: SLDC charges for 2017-18

Rs. Lakh
Particulars 201718 2017-18
{Admitted) | (Actual)
SLDC charges 1,659
18623 ———
SLDC charges (armear dues) 1
Total 1,862.3 | 1,660
West Beagal fale Electdcity Didribulion Company limiled 19 |
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264

2.7

2,71

2.7.2

'tr nf'qu
Such SLDC charges are paid by WBSEDCL to West Bengal ELEé }

N. SA 11 ALY
account of safe and secure operation of the state power grid. Th@jtﬁé,_ ATARY -

grid is utilized for wheeling of the power purchased by WBSE dré:q-u 130 _
various entities. The SLDC charges are paid as per the “'m..___..lﬁ.ﬂ:"
determined by the Hon'ble Commission, e

As per the Audited Annual Accounts of WBSEDCL for 2017-18, the
total SLDC charges in 2017-18is Rs. 1,660 lakh, which includes SLDC
charges of Rs. 1,659 lakh and SLDC arrear dues of Rs. 1 lakh (refer
Note No. 32(D) of the Audited Annual Accounts of 2017-18).

Such SLDC charges of Re. 1,660 lakh, incurred by WBSEDCL in 2017-
18 may be considered by the Hon'ble Commission as the SLDC
charges in the APR for 2017-18.

Reactive Energy (VARH) charge

Comparison of actual VARH charges for 2017-18 against that admitted
by the Hon'ble Commission for the same period vide the Tariff Order
for 2017-18 is shown in the following table.

Table &: VARH charges for 201718

Rs. Lakh
Particulars 21718 201718
(Admitted) | (Actual)

VARH charges o 1,628

ERLDC claims VARH charges from West Bengal SLOC on weekly
basis as per VARH drawal at various Inter State Transmission Services
(ISTS) inter connection points at high and low voltage as per CERC
Indian Eleclricity Grid Code (IEGC) Regulations, 2010, West Bengal
SLDC in turn raises invoices to all the distribution licensees of the siate

Iﬂhﬁplhhﬂnhhﬁﬂhhhﬂuﬁumlhﬂhi 20
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including WBSEDCL. Such VARH charges are paid by umsg:@ q_:t
West Bengal SLDC. ,E_r} 3o )E;
k "= ﬂ'-l" K|

However, as per regulation no. 4.6.1(a) of IEGC, 2010 reg St Y

- a

'Reactive Power Compensation andior other facilties shall be proviee—— -
by 5TUs and users connecled to ISTS as far as possible in the low

vollage systems ciose to the load points thereby avoiding the need for

exchange of Reactive Power i/ from ISTS and o maintain ISTS

voltage within the specified range’.

Further as per 4.6.1 (b) of IEGC, 2010 regulations,

... The users and STUs shall provide information to RPC and RLDC
regarding the installation and healthiness of the reactive compeansation
equipment oh regular basis. RPC shall regularly manitor the status in
this regard.’

Hence, it must be noted that VARH charges being incurred by
WBSEDCL is not a case of inefficiency from the end of WBSEDCL.

As per the Audited Annual Accounts of WBSEDCL for 2017-18. the
total VARH charges in 2017-18 is Re. 1,526 lakh (refar Note No. 32€
of the Audited Annual Accounts of 2017-18).

Such VARH charges of Rs. 1,526 lakh, incurred by WBSEDCL in 2017-
18 may be considered by the Hon'ble Commission as the VARH
charges in the APR for 2017-18 as these are uncontrollable in nature

Interest on Bonds for creation of Pension Fund

Comparison of actual interest on Bonds for creation of Pansion Fund
for 2017-18 against that admitted by the Hon'ble Commission for the
same period vide the Tariff Order for 2017-18 is shown in the following
table

WeA Bengal flate Eleclicily Ditrdbution Company Limited 21|
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Table 7: Interest on Bonds for creation of Pension Fund for 201718 =~ "'.?:--,i
Ls L w sAHA NS
e Lokl B TARY )3
Particulars 201718 | 2017-18,5
(Admitted) | (Actual) |
Interest on Pension Trust Bond 10,404 11,806

282 As per the Audited Annual Accounts of 2017-18, Rs. 11,806 lakh is
paid by WBSEDCL to the Pension Trust fund as interest on bond far
creation of Pension Fund in 2017-18 (refer Mote NMo. 34 (IV) of the
Audited Annual Accounts of 2017-18). Copy of the audited accounts of
the Pension Trust Fund for 2017-18 is enclosed as Appendix-1| of this

APR Application.

283 The Hon'ble Commission for the same period vide the Tariff Order for
2017-18 admitted an amount of Rs. 10404 Lakh as interest on
Pension Trust Bond. During the year, redemption of Rs. 30,600 Lakh
has been incurred on Pension Trust Bonds (refer Note No. 15(B){vi) of
the Audited Annual Accounts of 2017-18). The same had been
projected as one time redemption in the beginning of the vear.
However, the redemption has happened in 12 equal instaliments over
the entire year. Due to the assumption of one time repayment at tha
beginning of the year, the projected interest on pension bond is shghtly

higher than the actual interest EXpENSa,

484  Thus, interest on pension trust bond of Re 11,806 lakh incurred by
WBSEDCL in 2017-18 may be considered by the Hon'ble Commission
as the interest on pension trust band in the APR for 2017-18

2.9 Interest on consumers’ security deposits

281  Ceomparison of actual amount of interest on consumers’ security
deposits for 2017-18 against that admitted by the Hon'ble Commission

West Bangal Male Eloclcily Difribotion Company Limited

2 |
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for the same pericd vide the Tariff Order for 2017-18 is shnwn,.rg.ﬂli!iuf’*:-_‘ %,

following table. § f N
M u'-m "E‘-
Table 8: Interest on consumers’ security deposits for N‘Iﬂ'—"-‘ ren "
_'_.. 1 31/ l;li_'l'1
"Rs. Lakh *
Particulars 201718 | 2017-1B- *"“

(Admitted) | (Actoal)

Interest on consumers’ security deposits 11,500 15438 |

292 As per the Audited Annual Accounts of 2017-18, actual Interest
incurred in 2017-18 on security deposits from consumers is Rs. 15 438
lakh (refer Note No. 34(V) of the Audited Annual Accounts of 2017-18).

283 WBSEDCL in its Tanff Petition for 2017-18 projected the Interest on
consumers’ security deposits as Rs. 11,500 lakh based on the
following justification:

(uote from WBSEDCL Tariff Petition for 2017-18:

‘Para 6.10 As per Regulation 4.1 of the WBERC (Miscellaneous
Provisions) Regulations, 2013, the amount of security deposit to be
submitted by a consumer depends on the prevailing tarff for the
concemed consumer categary... Since the category wise lanif for the
vear FY 18 is nof known, WBSEDCL has considered the inferest on
secunly depost's Year-on-Year growith rate of 6% in FY 16 over FY 15
for projecting for FY'18. However, actual interest on consumer security
depost wil be claimed at actuals in the APR Petition far the respective
ansiing year. "

Accordingly, the Hon'ble Commission in the Tariff Order for 2017-18
admitted the amount of Rs. 11,500 lakh as claimed by WBSEDCL as
interest on consumers’ security deposits for 2017-18. Further, in para

West Beagal flake Electicity Dirdbulion Company limited 23 |
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5.11 of Tanff Order 2017-18 dated 4™ July, 2018, the

B - Dy
Commission states *The entie amount is allocated to dfs_w?y.p‘aﬁh .

function. During truing up the amount on this head will be %1' o SAHA\S
| Y
setual basis as per Regulation 56537 & \ 1];1';.;_,; f
ol
K

*
294  Incompliance to the directives of the Hon'ble Commission in par \' ; -”;;'
of the Tariff Order for 2017-18, an auditor certificate, certifying TeE- ="
break-up of securily deposit from consumers, interesl incurred on
consumer sacurity deposits, and utilization of security depasit for 2017-
18, is enclosed as Annexure-144 of Volume-ll of this APR Application,

285 The interest on consumers secunty deposits of Rs. 15438 lakh
accounted for by WBSEDCL in 2017-18 may be considerad by the
Hon'ble Commission as the interest on consumers’ security deposits
in the APR for 2017-18.

210 Carrying cost of regulatory asset

210.1 Inparagraph 8.2.2 (h) of the Tariff Policy, the camying cost of regulatory
asset has been recommended. Relevant portion of Tanff Policy is
reproduced below:

“Tariff Policy

8.2.2. The facilly of a regulatory asset has been adopted by soma
Reguiatory Commissions in the past to limit tariff impact in & particular
year. This should be done only as excephion, and subject fo the
foliowing guidelines:

a.  The cicumstances should be clearly defined through regulations,
and should anly include natural causes or force majeure conditions.
Under business as wsual conditions, the apentg balances of
uncovered gap must be covered through transition financing
arrangement ar capital restructuring;

Hhmlmmmu_”w 74 |
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c. Hecovary of Regulafory Asse! should be time-bound and

penod not exceeding three years af the most and
il = | NOTARY
the conirol peniod, e l" 23/200
k]

=

'/

d. The use Dﬁh&fﬂﬁﬂﬂ}fﬂfﬁﬂguﬁmwﬁsmﬁhwﬂnmb&g%pf(é/
crwp. &

e. In cases where reguiatory asset is proposed to be adopted, it
shouwid be ensured that the relurm on equity should nol become
unreasonably low in any year so thal the capabilily of the licensee
o bovrow s not adversely affected.”

2102 This provision is consistent to the Electricity Act 2003 on the ground
that such costis an entiled amount to WBSEDCL as a reasonable and
recoverable cost. The relevant part of the Section 61 of the Electricty
Act 2003 is reproduced herein below:

“61. The Appropriate Commission shall, subject lo the provisions of
this Act, specify the terms and conditions for the dedermination of tariff
and in doing so, shall be guided by the following namely:-

(&) The principles and methodologies specified by the Central
Commission for determination of the laniff applicable to generation
comparnies and fransmission icensees;

(b) The generation, transmission, distribution and supply of electricity
are conducted on commercial principles,

fc) The factors which would encowrage competition, efficiency,

economical use of the resources, good performance and oplimum
investments.

(d) Safeguarding of consumers interest and af the same time, recovery
of the cost of electricity in & reasanable manner;

i:_;.fff.- J{’:; i -a-f":.
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(&)} The principles rewarding efficiency in performance;
(7 Muiti year tanff principlas;

(@) That the tanif progressively reflects the cost of supply of
and also, reduces and eliminates cross-subsicies within §
fo be specifted by the Approprate Commission, ' -

W ] Ef,a‘

(h) The promotion of co-generation and generation of electnoity ﬁ"cun il
ranewable sources of energy;

{il The National Electricity Policy and lanff policy;

Frovided that the ferms and conditions for determination of fanff under
the Electriclty (Supply) Act 1948 the Eectricity Regulatory
Commission Act, 1998 and the enactments specified in the Scheduie
as they stood immediately before the appownted dale, shall contmue o
apply for a pariod of one year ar until the terms and condffions for tarff
are specified under this section, whichever is earier.”

2103 Such provigion of farff policy is also recognizable under Tariff
Regulations framed by Hon'ble WBERC.

2104 While considerng the APR Application of WBSEDCL, Hon'ble
Commizsion is under obligation to allow the camying cost of the
regulatory asset created and the licensee cannot be burdened with the
cost of inancing the regulatory assel created by the Hon'ble WBERC.

2.105 For that the huge regulatory asset and the cost of finanang such
revanue shorfall in WBSEDCL's business also seversly affects iis
credibility and thereby affects its ability to raise loans from financial
institutions.  WBSEDCL respectfully submits that the expensas
incurrad by it for the purpose of distribution of electricity are in the
nature of pase through costs. Such costs are required to be borne by
the consumer as the cost for availing supply of eleciricity. The same

West Bengal Note Electdcity Ditdbulion Cempany limited 26 |
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cannot be allowed to be under-charged every year, in StAG
spirit of cost reflective tariffs to be implemented as ﬁipdat&@ﬁriﬂ

. B N3
pﬂ'l-ll:!p'. L["-.Fl' N.-_'-”A:J;.LA 1

2106 Moreover in case no. OP NO. 1 of 2011 dated 11" Nov 201, ‘the %2
Hon'ble Appellate Tribunal for Electricity (hereinafter referred 5
‘Hon'ble APTEL") has also directed lo pass the carrying malt::--
regulatory asset and such order has been accepted by all quarters.
The relevant para of the OF No. 1 of 2011 is reproduced harain below:

"65 (iv) In determination of ARRAan, the revenve gaps ought not 1o
be leff and Regulatory Asset should not be creafed as a matter of
course except where i s justifiable, in accordance with the Tarff Palicy
and its Regulations. The recovery of the Regulalory Assel should be
time bound and within a period nol exceeding three years af the most
and preferably within the Control Period, Carrying cost of Regulatory
Azzet should be allowed o the uliities n the ARR of the year in which
the Reguiatory Assels are created fo avold problem of cash flow fo the
diztribution icenseea. ™

2.10.7 Thus in line with the Tarff Policy, Elecfricity Act 2003 and above
referred crder of the Hon'ble APTEL, the carrying cost is being claimed
hereunder which shall ba considered in the APR for the year 2017-18
so that WBSEDCL may carry out it business in a reasonable and
efficient manner.

2108 Further it is submitted that Tariff Regulation provides that interest an
working capital shall be based in the Short term Prime Lending Rale
(PLR) of SBI as on the 15 April of the year preceding the ensuing year.
It may also be noted that this Hon'ble APTEL in Appeal no. 173 of 2012
dated 18™ December 2013 held that:

West Beagal Mobe Blectacily Didribution Company Umited 27
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“Para 4(#) Rate of interest on working capital for FY 2011-12 and
13. The State commission has eroneously alfowed rafe of infe
working capital at 11.75% for FY 2011-12 and 2012-13. The
commission should hiave allowed the interest rate of 13% for FY 2071: Y
12 and 14.75% for FY2012-13, based on SBI Prime Lending Rate s -2~
ann T Apnil of the respactive year in accordance with s MYT Tanff
Regutations.”

2108 Accordingly, the SBI PLR of 1% April 2018, i.e. 14.05% has been
considered for computation of camying cost of the regulatory assets for
2017-18 which may be considered in the APR for 201 7-18. The details
are given below:

a) As parthe APR Application of WBSEDCL for 2013-14 submitted on
30" November 2014, the Hon'ble Commissicn is yet to publish the
ardar. As per the APR Application, the net amount of Rs. 3,86 267
lakh is recoverable from the consumers after taking inio
consideration both the FPCCA and APR for 2013-14.

Furthermore, the Government of West Bengal vide letter no. 148-
POIONVS/55-30/2016 dated 05.08 2016 sanctioned to WBSEDCL
grant of Rs. 264,708 lakh against regulatory receivables. Out of
this grant amount, the Hor'ble Commission in the Tariff Order for
2016-17 made adjusiment of Rs. 1,65488 lakh against balance
regulatory assats of WBSEDCL, and stated that the balanca grant
amount of Rs, 89,221 lakh will be adjusted subsequently against
APR and FPPCA claims for the year 2013-14 onwards. Relevant
extracts are provided balow:

“Bara 2.2 . The balance amount of grant of Rs. 99221.00 lakh (Rs
264700.00 lakh - Rs. 165488.00 lakh) will be adjusted

Wen Bengal fale teckicity Ditribution Company limited 28 |

jr‘:,_,e‘?_'}'l'..'."z:u- b --ﬁ‘-‘tll;}

| Chiaf Engineer (Regula ton)
Regulation Department
WBSEDCL



A

I ] - Applcation seeking Annual Performance Review for 201718 ;
- . 7 500Dy,
subsequantly against any recoverable amount through APR a@f‘ —

FPPCA claim for the year 2013 — 2014 onwards.” :-j. BN Sap,\® !

The Govemment of West Bengal has released the entira h—%m 23:2002 31:
amount to WBSEDCL by FY 2017-18 (refer Note No. 12.8 of"@i\.,,_
Audited Annual Accounts of 2017-18). Hence, the amount of Rs. = e
85,221 lakh is now adjusted from the total claim of Rs. 366,267

lakh for computation of carmying cost,

The computation of such carrying cost has been dona for 2017-18
and iz enclosed as Annexure-IV of Volume-l of thiz APR
Application.

So the carrying cost for the above stated amount to ba claimad in
thiz APR application iz Rs. 44 420 lakh during 2017-18.

b} As per the APR Application of WBSEDCL for 2014-15 submitted on
30" Movember 2015, the Hon'ble Commission is yet to publish the
order. As per the APR Application, the net amount of Rs. 2,87 421
lakh is recoverable from the consumers after taking into
consideration bath the FPPCA and APR for 2014-15. As a result
WEBESEDCL had to bear the carmrying cost on the above amount for
2017-18.

The computation of such carrying cost has bean dona for 2017-18
and 5 enclosed as Annexure-IV of Volume-l of this APR
Application.

So the carrying cost for the above stated amount to be claimed in
this APR application is Rs. 40,383 lakh during 2017-18.

c) As perthe APR Application of WBSEDCL for 2015-16 submitted on
30" Movember 2018, the Hon'ble Commission is yet to publish the
order. As per the APR Application, the net amount of Rs. 4 27 058

Wed Beagal Mote Electdeily Dinelbutlon Company Limiled 29 |
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lakh is recoverable from the consumers after taking :

consideration both the FPCCA and APR for 2015-16. As ?d’mt N. g

WBSEDCL had to bear the camying cost on the above a qntf i '; \
L1,

The computation of such carrying cost has been done for 201 :1": _f:'?ﬂ"

and is enclosed as Annexure-IV of Volume-1 of this APR
Application.

So the carrying cost for the above stated amount 1o be claimed in
this APR application is Rs. 60,007 lakh during 2017-18

d) As per the APR Application of WBSEDCL for 2016-17 submitted on
30" Novermber 2017, the Hon'ble Commission is yet to publish the
order. As per the APR Application, the net amount of Rs. 2 89198
lakh is recoverable from the consumers after taking Into
consideration both the FPCCA and APR for 2016-17. As a result
WEBSEDCL had to bear the carrying cost on the above amount for
2017-18,

The computation of such carrying cost has been done for 2017-18
and is enclosed as Annexure-IV of Volume-l of this APR
Application

So the carrying cost for the above stated amount o be claimed in
this APR application is Rs. 40 632 lakh during 2017-18,

e} In the APR order for 2012-13 the Hon'ble Commission disallowed
Rs. 7068276 lakh and withheld Rs. 8,091.08 lakh for non-
compliance of the directive. The above disallowed amount consists
of carmrying cost of Rs. 14,850 lakh. WBSEDCL further submits that
it has filed an Appeal before the Hon'ble APTEL against such
disallowance and withholding of such amount in the APR Order of
the Hon'ble Commission for 2012-13. WBSEDCL had to bear the

West Beagal Mate Electdeily Didribution Company Limited 30 |
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f)

a)

L svb-0;

carnying cost on the total amount excluding the claimed ‘H__ .
costie. Rs. 63,924 lakh during 2017-18. The computation g?ﬂ&n H’m
carrying cost has been done for 2017-18 and is w-:lq!k:l ag_n, I'tﬂ‘r 'ﬁ:
Annexure-1V of Volume-| of this APR Application. Dep-em:tlng-q ‘*"-
the final decision of the Hon'ble APTEL the carrying cost may b7 ‘_Q_#‘*
adjusted by the Hon'ble Commission in the subsesquent Tariff

Ordars.

So, the carrying cost for the above stated balance regulatory asset
is Rg, 8981 lakh dunng 2017-18

As per this APR Application for 2017-18, the net amount of Rs
3,04 018 lakh 15 recoverable from the consumers after taking into
consideration both the FPCCA and the APR of 2017-18 before
release of regulatory assel of the aarlier orders and camying cost
As a result, WBSEDCL had to bear the carying cost on the above
amount of APR application for 2017-18,

The computation of such carrying cost has been done for the year
2017-18 and iz enclesed as Annexure=IY of Volume-l of this APR
Application,

So, the carrying cost for the above stated amount to be claimed in
this APR Application is Rs. 21,357 lakh during 2017-18.

Thus total carrying cost against regulatory asset and arrear amount
as stated from (a) to (f) above becomes Rs. 2,15.851 lakh which
may be considered for release in the APR for 2017-18.

Expenditure for Rates and Taxes

Comparison of actual expenditure for Rates and Taxes for 2017-18
against that admitted by the Hon'ble Commission for the same period
vida the Tariff Order for 2017-18 is shown in the following table.

Wost Beagal Plate Electricity Dirtdbution Company Umited 31
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Table 9: Rates and Taxes for 2047-18

Particulars 2017-18
{Admitted)
Rates and Taxes B,064.35

211.2 As per the Audited Annual Accounts of 2017-18, the expenditure for
Rates and Taxes in 2017-18 is Rs. 14,220 lakh (refer Note No. 36.1 of
the Audited Annual Accounts of 2017-18). The expenditure for Rates
and Taxes includes service tax amounting Rs. 4,719 lakh, Good &
Services Tax (GST) amounting Rs. 8,180 lakh and Taxes payable to
local authoriies amounting Rs. 311 lakh. GST is levied we.f
01.07.2017 by replacing prevailing multiple cascading taxes including
service tax. Such service tax and GET are paid by WBSEDCL to the
Government as per rates notified by the Government. Hence, Rates
and Taxes is an uncorntrollable expense for WBSEDCL.

211.3 WBSEDCL in s Tariff Petition for 2017-18 projecied Rates and Taxes
as Rz 14 407 lakh basad on the following approach:

Quote from WBSEDCL Tarff Petition for 2017-18:

"Fara 6.2 The CAGR for Rafes and Taxes was 37% from Rs. J082 fakh
in FY 14 to Rs. 7678 lakh in FY16. Accordingly, Rafes & taxes for future
years is increased &t & CAGR of 37% from FY'16 figure. ™

In the said petition, WBSEDCL also stated that any impact of GST will
ba claimed at actuals in the APR Application. Relevant extracts are
provided below;

Quote from WBSEDCL Tanlf Pelition for 20017-18;
"Para 6.2 .., The Government of india is planning fo levy the Goods
and Service Tax (GST) from the bagiming of FY 2017-18 impaching

West Bangal Fate Electnicity Dimdbution Company limiled 32|
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the expenditure on retes and taxes. However currently the &
GST on rales and faxes cannof be assessed as the

petition of the respective ensuing year as “Taxes on Income, Duties,
Levias, cess, elc.” are uncontroflable in nature as per the WBERC
{Terms and Conditions of Tarff) Regulations.”

2114 The Hon'ble Commission in the Tanff Crder for 2017-18
inappropriately  projected the Rates and Taxes for 2077-18 by
considening such Rates and Taxes to be dependent on distribution hine
length, and applying 8 degree of sensitivity of Rates and Taxes
expenditure to distribution line length. Further, an annual escalation
rate for the ensuing year was applied based on an empirical formuila.
WBSEDCL submits that such Rates and Taxes are actually
detarminad as per rates fixed by the government based on the nature
of the services provided, and cannot be assumad to be sensitive only
to distribution fine length. Instead of applying empirical formulas that
do not reflect the true / actual scenario, the Hon'ble Commession
should evaluate ment of the case keeping in consideration the
uncontrollable nature of Rates and Taxes. WBSEDCL has filed an
Appeal before the APTEL against the WBERC's Tanff Order for FY
2014-15 wherein WBERC adopted the same approach of sensitivity
parameters for projecting expenses. In the said Appeal, WBSEDCL
has made submission against WBERC's adoption of arbitrary
methodology for expense projection. The above matter is still sub
judice under the APTEL. Hence, WBSEDCL now maintains its stand
against Hon'ble Commission's empirical projection methcdology and
requasts the Hon'ble Commigsion to allow the entire claimed amount
of Rates and Taxes for 2017-18, as this is an uncontrollable expense.
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2115 The Hon'ble Commission in the Tariff Order for 2017-18 dm ’“\

WEBSEDCL to furnish the amount of taxes along with the rqbﬁ?:ﬁ?g;e" SA A ) ..r__,i
=

Gr' \
expenditure heads instead of represanting the taxes under hla-.il ;u{:‘ o
il.
and Taxes. Relevant extracts are provided below: -&"?. s Py
ST
Quote from Tanff Order for 2017-18. TEm——

"Para 5.3. W{dj{xi) ...Accordingly WBSEDCL, white submitting APR for
2017-18, shall fumish amound incurmed towards tax associated for
procurement of goods and services separately in the respeclive
expenditure head against which & has been incurred and submit the
same under the head of such specific head of expanditure with which
such tax 15 associated. Such laxes relaled fo procurement of goods
and services, shall nof be considerad under the head of Ratas & Taves
while assessing Raltes & Taxes for APR 2017-18. Instead & will be
considerad in the respective expenditure head for which # has been
incurred while assessing the parficular expenditure incurred under that
head in the APR 2017-18."

The response to the above directive is provided in Annexure-3 of
Volume-li of this APR Application

2116 In view of the above, Rates and Taxes of Rs. 14,220 lakh paid by
WBSEDCL in 201 7-18 may be considered by the Hon'ble Commission
as the sxpenditure for Rates and Taxes in the APR for 2017-18, the
expenditure being uncontrollable in nalure

212 Interest on capital borrowings

2121 Comparison of actual interest on capital borrowings (net of
capitalization) for 2017-18 against that admitted by the Hon'ble
Commigsicn for the same period vide the Tanff Order for 2017-18 is
shown in the following table.
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Table 10: interest on borrowings for 2017-18 ;,wfs‘f,f ' 2
Rel [ 5

Particulars 201718
(Admitted)
interest on borrowing 47 053.73

2122 WBSEDCL has borrowed from REC Ltd., PFC Ltd., and other financial
instifutions to carry out capital works that include electrification works
of un-electrfied areas, upgradation and strengthening works of the
sub-transmission and distnbution systems of WBSEDCL. Such capital
borrowings have been made for system improvement and network
expansion for the purpose of meeating the needs of the ever-increasing
consumer base WBSEDCL has paid interest to the lenders on account
of such borrowings as per different applicable interest rates for different
loans. Such inlerest rates are fixed by the lenders, and WBSEDCL
does not have any control on the same.

2.12.3 As per the Audited Annual Accounts of 2017-18, the interest on capital
borrowings (net of capitaiization) in 2017-18 is Rs. 34,247 |akh, (rafer
MNote No. 34(A)(1) of the Audited Annual Accounts of 2017-18).

2124 WBSEDCL in its Tariff Patition for 2017-18 projected interest on capital
loanas Rs. 49,096 lakh. The actual interest for 2017-18 has been lower
because of lesser capital expenditure and lesser amount of loan
funding than projected.

2125 In the light of above, such amount of Rs. 34247 lakh paid by
WESEDCL in 2017-18 as the interest on capital borrowings may be
admitted by the Hon'ble Commission in the APR for 2017-18, the
expenditure being uncontrollable in nature.
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2132

2133

21331

e ——
Other finance charges ﬁ s
a

Comparison of actual expenses under head 'Other finance char

2017-18 (excluding the impact of Ind AS) against thai admt:uqiﬁ H-E;:.
Hon'ble Commission for the same period vide the Tariff Order fmgq
18 is shown in the following table.

.p

Table 11: Other finance charges for 2017-18 (excluding impact of Ind
AS)

Rs. Lakh
Particulars = 2017-18 | 201718
{Admitted) {Actual)

(excluding impact
| ofindAs)

Other finance charmes 2,420 1,371

As par the Audited Annual Accounts of 201 7-18, Other finance charges
in 2017-18 include Bank charges of Rs. 1,371 lakh (refer Note MNo.
234(B) of the Audited Annual Accounts of 2017-18). The bank charges
inciude collection charges borne by WBSEDCL in the events of
payments made by the contractors and consumers through RTGS and
MEFT mode, and cash deposits by the Customer Care Centers (CCC)
at non-home branches. The bank charges also include bank
commission, brokerage, guarantes fees, LC charges, commitment
charges, service fee, stamp duly fee etc. Henoe, such bank charges s
uncontroflable in nature,

Impact of Ind AS

Az mentioned in Para 2.1.6, the financial statemeants for tha year
2018-17 are the first financial statements of WBSEDCL under Ind
AS. Also, in the Annual Accounts of 2018-17, an opening Ind AS
balance sheet at 01.04.2015 (the Company's date of transition) was

West Bengol flate Deciricity Riddevtion Company Umited 36 |
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provided, and financia! statements for 2015-16 were recast' " .‘,ﬁ;y

Ind AS k}\..]::i""'r VB
21332 In preparing opening Ind AS balance sheet for 01.04.2015, the -
assafs and liabditias were recast as per provisions of Ind AS. Under
Ind A5, all financial iabllities are required to be recognized al fair
value. Aceordingly, WBSEDCL has recognized liability for purchase
of power and liakility for capital supplies/ works at their fair value
using amortized cost or effective interest rate. The resultant interest
expense/ income has been recognized in profit or loss account
Further, under pravious GAAP, fransaction costs incurred towards
crigination of borrowings were charged to profit or loss &8s and when
incurred. Under ind AS 109, transaction costs incurred towards
origination of borrowings are required to be deducled from the
carrying amount of borrowings on initial recognition. These costs are
recognized in the profit or loss over the tenure of the borrowing as
part of the interest expense by applying the effective interast rate
method. The nel financial Impact of such changes were considered
in WBSEDCL's APR Application for 2016-17 (refer Para 2.24.2 and
Data Form 1.21 of WBSEDCL's APR Application for 2016-17) and
such net financial impact was raduced from the net revenue
recoverable for 2016-17. The net financial impact is shown in the
table below (refer Mote S5B of the Audited Annual accounts for 2016-

17}
Table 12: Impact of Ind AS as at 01.04.2015 (already considered in
APR Application for 2016-17)
Rs. Lakh
Sr. No. | Particulars Impact
¥ Fair Valuation of bonds (320}
2 Ligbikty of Purchase of Power A/C (42,513}
Wesk Bengal fate Electicity Distrbution Company Limited a7
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Sr. No. | Particulars
3, Lisbility for Capital supplies / works
Total impact

213.33 Thereafter, the financial statements for 2015-16 were recast, and the
resultant net financial impact. as shown in the below {able, was
added to the net revenue recoverable for 2016-17 (refer Para 2.13.7,
2138 and 2.244, and Data Form 1.21 of WBSEDCL's APR
Application for 2016-17).

Table 13: Impact of Ind AS on 2015-16 [already considered in AFPR

Application for 2016-17)
Rs. Lakh
Sr. No. | particulars Impact
1 Transachon cost on Capital bond 18
2 Mational interest expense on ability for 14,039
Purchase of Powear
1 Mational interest expense on lability for Capital 1,116
Supplies! Works
Total impact 15170

21334 Similary, the net impact for 2016-17, as shown in the below table,
was also was added to the net revenue recoverable for 2016-17
refer Para 2132 and Data Form 1.17c of WBSEDCL's APR
Application for 2016-1T7).

Tabie 14: Impact of Ind AS on Z016-17 (afready considered in APR

Application for 2016-17)
Rs. Lakh
A [ ik it Sl M 18
2 [ Interest expense on labilty for Purchase of 5268
Power
Ben Bengol ftate testichy Distdbutisn Gempany Umited 28|
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Sr. No. | Particulars ) S
| N I
3 Interest expense on liabiity for Capital supplies/ g7 T8 T ;ff
Works :
Total impact 16,519

2.13.35 As mentioned in Para 2.13.8 of WBSEDCL's APR Application for
2016-17, relevant balance porbons of the net financial impact will be
amoriized in the fulure financial statements of WBSEDCL as per
provisions of Ind AS. Accordingly, adjustments will be considered in
the APR Applications for the respective fulune yaars.

21336 In view of the above and as per the Audited Annual Accounts for
2017-18, the net impact of Ind AS as considersd in this AFPR
Application for 2017-18 (refer Note No. 31 and 34 of the Audited
Annual Accounts of WBSEDCL for 2017-18) is shown in the
following table As can be seen in the following fable, additional
national intenest incomes of Rs. 1,104 lakh and Rs. 7,021 lakh have
bean recognized in WBSEDCL 's Audited Accounts for 2017-18 as a
fesull of fair valuation of additional liability for purchase of power and
hability for capital supplies/ works respectively using amortized cost
or effective interest rate.

Table 15: Impact of Ind AS on 2017-18 [considered in this APR

Application for 2017-18)
Rs. Lakh
Sr. No. | Particulars Impact
1 Transaction Cost on capital bonds 47
2 Interest axpense on iability for Purchass of 11614
Fower
3 Interast expense on kability for Capital supples! 1,367 |
4 Less: Interest accrued on non-curment Power (1,104}
| Purchase liability
e Bengal Mote Dectricity DisArdbution Company Umited 35|
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Particulars

Liahility

5 Less: Interest accrued on non-cusrent Capital

Total impact

21337 Hence, Rs. 4, B07 lakh is also considered as Other finance charges
in this APR Application. Relevant balance portions of the net
financial impact will be amaortized in the future financial statements
of WBSEDCL as per provisions of Ind AS. Accordingly, adjustments
will be considered in the APR Applications for the respective fulure

years.

2.13.4 Hence, total Other finance charges post adoption of Ind AS is Rs. 6,178
lakh (=Rs. 1,371 lakh + Rs. 4 807 lakh) as depicted in the following

tabhe:

Table 16: Total other finance charges for 2017-18

Rs. Lakh

Particulars

2017-18
(Admitted)

2017-1B
(Actual)

Other finance charges (excluding impact of
Ind AS)

2,420

1,371

Impact of Ind AS on Other finance charges

o

4 80T

Total other finance charges (including
| effects of adoption of Ind AS)

2,420

B,178

2133 As indicated in the previous table, Other finance charges (excluding
ind AS impact) is well below the ameount admitted by the Hon'ble
Commassion. Due to the impact of Ind AS, Other finance charges has
increased beyond the admitted amaount. In this respect, WBSEDGL
made the following submission in its Tariff Petition for 2017-18:

Guote from WBSEDCL's Tarllf Petition for 2017-18"
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“Para & ... Accordingly WBSEDCL is in the process for implement
of the Ind AS. The Ind AS acoounting standards are different from
prevailing Indian Generally Accepted Accounting Principles (GAAP)
Impilemantation of the Ind AS will thus cause shift in the accounting
standards for WBSEDCL. which in tum will result in changes in the
firancial statements of WBSEDCL for 2015-16 onwards.

The projections submitted by WBSEDCL in this MYT Petition for FY 15
are based on the historical figures for 2012-13 fo 2015-16 that have
bean accounted as per the Indfan GAAP, Implementation of the Ind AS
will cause the projected figures lo change. In consideration of the
aforementioned fact the Hon'ble Commission is humbly requested fo
cansider the adjustment, if any, of the admissible amoun!, caused by
the implementation of the Ind AS, in the APR Application for the
respective ensuing year.”

In light of the above submission and due fo the fact that Other finance
charges is uncontrollable in nature, the other finance charges of Rs,
6,178 lakh incurred by WBSEDCL in 2017-18 may be considered by

the Hon'ble Commission as the ather finance charges in the APR for
2017-18,

Depreciation

Comparizon of actual deprecation for 2017-18 against that admitted
by the Hon'ble Commission for the same period vide the Tarnff Order
for 2017-18 is shown in the fallowing table.

Table 17: Depreciation for 2017-18

Rs. Lakh
"Particulars 201718 201718
{Admitted) | (Actual)

Cepreciation 68,055 892,750

Wea Bengal ltale Oegtricily DiAribution Qompany Limited 41 |
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2.14.2 As per the Audited Annual Accounts of 2017-18, dewr&mahunln!ﬂi?" B b

18 is Rs. 92,750 lakh (refer Note Ne. 35 of the Audited Annual
Accounts of 2017-18).

2143 As per requiremeant of Ind AS, the amortization value on Govemment
grants (Rs. 23 424 lakh) and Consumers’ contributions towards Capital
Assets (Rs. 8251 lakh), earlier recognized as deductions from
depreciation (under GAAP), has been recognized as income under the
haad ‘Other incomea’ in audited accounts of 2017-18 (refer Note No. 31
of Audited Annual Accounts for 2017-18 and Para 2.1.8 of this APR
Application). Such ameortization will be passed on to consumer through
‘Other income’, and hence, this amount has not been reduced from

total depreciation of the year (Refer Note No. 31.1 of Audited Annual
Accounts for 2017-18).

214.4 Afer remaving the impact of Ind AS (i.e deducting the amount

recognized under the head 'Other income'), net depreciation amounts
to Rs. 61,075 lakh.

Table 18: Depreciation for 201718 (Including and excluding Impact of

Ind AS)
Rs. Lakh
Farticulars 2017-18 2017-18
{Admitted) | (Actual)
Depreciation {including impact of Ind AS) 82,750
Less: Govemment Grants 88055 | 23424
Less: Confribution towards Capital Assets B.251
Depreciation (excluding impact of Ind AS) 68,055 61,075

2145 § can be seen from the above table that the depreciation for 2017-18
(excluding the impact of Ind AS) is befow the amount admitted by the

West Beagal Fate Gleclricily DiAdbotion Company limited 42 |
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Hon'ble Commission, Due to the impact of Ind AS,

il
increased beyond the admitted amount In this respect, WESEGCL.
made the following submission in the Tanff Petition for 2017-18:

Quote from WBSEDCL 's Taniff Petition for 2017-18:

“Para 8 .. Accordingly WBSEDCL iz in the process for implementation
of the Ind AS. The Ind AS accounting standards are different from the
prevailing indian Generally Accepfed Accounting FPrinciples (GAAP).
Implementation of the Ind AS will thus cause shift in the accounting
standards for WBSEDCL, which in tum will result in changes in the
financial statements of WBSEDCL for 2015-16 onwards.

The projections submitted by WBSEDCL in this MYT Pefition for FY18
are based on the historical iigures for 2012-13 to 2015-16 thal have
been accounted as per the Indian GAAP. Implamentation of the Ind AS
will cause the projected figures to change. In consideration of the
aforementioned fact, the Hon'ble Commigsion is humbly requested o
consider the adjustrmenl, if any, of the admissible amount, caused by
the implementalion of the ind AS, in the APR Application for the
respeciive ensuing year "

In consideration of the above, depreciation of Rs. 92,750 lakh in 2017-
18 may be considered by the Hon'ble Commission as Depreciation in
the APR for 2017-18. Detailed calculation of gross depraciation of Rs.
82,750 lakh is provided in Form B of Annexure-| in Volume-| this APR
Application,

Interest on Working Capital

2151 As per the Tariff Regulations, Working Capital of WBSEDCL for the

year 2017-18 has been computed in the Farm 1.17(b) of Annexure-| af
Violuma-l of this APR Application and such Working Capital for 2017-

Wer Beagal ftale Electdcity Diddbution Company Uimited 43 |
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18 is Rs. 1,82,717 lakh. This Working Capital requirement | ' NOTARY

o' J?
WESEDCL is fully met from the securily deposit of permanetm ', o 2 '“”i/ F
consumers as per directive of the Hon'ble Commission, Hence, inter T" e e
on Warking Capital is not clamead inthe APR for 2017-18.

216 Employee cost

2.16.1 Comparison of actual employes cost for 2017-18 against that admitted
by the Hon'ble Commission for the same period vide the Tanff Crder
for 2017-18 is shown in the following table,

Table 19; Employee cost for 2017-18

Rs. Lakh

Particulars 2016-17 | 201617
{ Admitted) (Bctual)

Total amployes cost 1,34 2680 1,05, 440

2162 As per the Audited Annual Accounts of 2017-18, the actual employee
cost (net of capitakzation, excluding service tax/ GST on staff welfare
expenses, and incuding ‘Compensation injunes on desthidamages -
staff) incurred by WBSEDCL in 2017-18 is Rs. 1,05 440 |akh {resfer
Mote No. 33 and 36(D)of the Audited Annual Accounts for 2017-18),
Break-up of the employee cost is provided in Form 1.17h of Annexure-
| in Volume-| of this APR Application.

2163 The employee cost for 2017-18 has decreasad from that of 2016-17
rainly due to the following reasons:

a) The empioyee strength of WBSEDCL has reduced from 14171 as
on 31¥ Mareh, 2017 to 13598 s on 31 March, 2018, The numbers

exclude the employees of WBSEDCL under deputation 1o
WEBSETCL.
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bj Employee terminal benefit expenses have decreased to Rs. 45,747, S P |
lakh in 2017-18 from Rs. 73.867 lakh in 2016-17 on the ﬁ“&“ﬂi'r‘a}lf )4
actuarial valuation (refer Note No. 33 of the Audited ?
.-' H-""- e :
Accounts for 2017-18) et
2164 The actual employee cost of Rs. 1,05,440 lakh incurred by WBSEDCL

in 2017-18 may be considered by the Hon'ble Commission as
employes cost in the APR for 2017-18.

217 Operation and Maintenance expenses for generation

2171 Comparison of claimed Operation and Maintenance expenses
(hereinaftar referred to as “0O&M expenses”) for generation business
for 2017-18 aganst that admitted by the Hon'ble Commission for the
same period vide the Tariff Order for 2017-18 is shown in the following

table.
Table 20: D&M expenses for generation for 2017-18
Rs=. Lakh
Particulars 201718 | 201718
(Admitted) | (Claimed)
O&M expenses for generation 4,942 59 4947 |

2172 The Hon'ble Commission in the Tariff Order for 2017-18 has admitied
Rs. 4 842 58 lakh as the total O&M expenses for Rammam, Jaldhaka,

Small Hydro, and PPSP power plants. The same amount is caimed in
this APR Application.

217.3 In addition to the above. WBSEDCL has appointed contractor for
Design & Engineering, Manufacturing / Procurement, Supply,
Installation, Testing & Commissioning and five (5) years
Comprehensive O&M of the 10 MW Teesta Canal Bank Salar PV

Wes Bengal flake Eleakicity Dirkdbution Gompany limited as |

_4:.‘,.”‘= e .-i?...f!'._.f:_.,_;
Chief Engineer :Flagulallun}
Regulation Department
WBSEDCL



A

Application sesking Arnual Pedormance Hﬂmfﬂzd‘f \
Suu % 1.

Flant. After final commissioning of the above plant, WBEED[.‘.L% parw';l
LOA terms has first taken over the plant from the appeinted m-rﬂtac‘t.ur el mi,/{*.l
and then handed over the plant to the contractor on 11.03 2017 for i o
comprehensive O&M for five (5) years. WBSEDCL pays OSM fee to =

the contractor for such comprehensive O&M as per the contractual

price schedule. However, such O&M payment made by WEBSEDCL for

2017-18 is not claimed in this APR Application, as the expense is not

borne by WBSEDCL and the Q&M payment is made from tha grant

fund dedicated for this solar plant The grant fund covers
comprehensive Q&M expenses for five (5) years from the date of

handover of the plant. After completion of five (5) years, e, after

10.03. 2022, WESEDCL will have to incur O&M expense for the Teasta

Canal Bank Saclar PV Plant.

2174 In addition to making such O&M payments, WBSEDCL has incurred
Fs. 4 |akh as A&G expenses for camying out field and office works for
setting up solar power plant at different locations of the state and
supervision of works associated to the on-going and completed
projects. Break-up of such ASG expenses has been provided in Data
Farm 1.12 — Salar in Volume-1 of this APR Application,

2175 In view of the above. the Hon'ble Commission may now consider
allowing Rs. 4 lakh as D&M expenses for Solar plants in the APR for
2017-1B.

2176 Accordingly, the total claimed OZM expenses for WBSEDCL's
generation functions becomes Rs. 4,947 lakh (=Rs. 4 542 59 lakh +
Es. 4 lakh) for 2017-18. The details are provided in Data Form 1.12 of
Volume-| Annexure-l of this APR application.
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2.17.7  In wew of the above, it is submitted before the Hon'ble Com : ign @300
L&

218

2.181

2182

¥ NOTARY .

l'\. i
allow Rs. 4847 lakh as generation O&M expenses in the %_H,{{J
2":.1?-1:5. 1 N i J

Operation & Maintenance expenses and Outsourcing
expenses for distribution

Operation & Maintenance [(O&M) expenses for distribution consists of
Repair and Maintenance expenses (hereinafter referred to as "R&M
expenses’) for distnbufion and Administrative and General expenses
(hereinafter referred to as “ASG expenses”) for distnbution.
Comparison of actual REM expenses, A&G expenses, and
Qutsourcing expenses for distribution business for 2017-18 against
that admitted by the Hon'ble Commission for the same period vide the
Tanff Order for 2017-18 iz shown in the following table.

Table 21: REM, ARG, and Outzourcing expenses for distribution for
201718

Rs. Lakh

Particulars 200718 201718
(Admitted) | (Actual)

RE&M expenses for disinbution 3242372 25 808
ABG expenses for distribution 15,070.01 12578
Outsourcing expansas for distribution 50,783.80 52 342
Tetal - 98,277.53 | 00,526

The actual R&M expense, AAG expense, and Qutscurcing expense for
WBSEDCL's distribution business in 2017-18 are Rs. 25,608 lakh, R
12,576 lakh, and Rs. 52,342 lakh respectively. Details of such
expenses have been provided in Form 1.15 and Form 1.17 of
Annexure-l in Volume-1 of this APR Application.
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WBSEDCL supplies electricity to around 1.8 crore consumers sp B, w “'J‘ffh j 4
acress almost the entire area of the state of West Bengal. Wﬂh%“ 1‘51'-'-‘5':"
tncreasing population and economic growth of the state and grow _.,.":; —T
demand for electricity, WBSEDCL has to augment and strengthen its =~ -
distribution network to increase the spread of its supply as well as to

ensure gualty supply of eleciricity to comply with the standards of tha

S0P Regulationsg.

2184 WBSEDCL underiakes network axpansion and strengthening works
under various programs like the Restructured Accedarated Power
Development and Reform Programme (R-AFDRP), Integrated Power
Development Scheme (IPDS), Strengthening and Extending Electricity
Distribution Metwork (SEEDMN), National Electricity Fund (interast
subsidy] Scheme, Deendayal Upadhyaya Gram Jyoli Yojana
(DDUGJY), Backward Region Grant Fund (BRGF), Rajiv Gandhi
Grameen \fidyutikaran Yojana (RGGVY), West Bengal Rural
Household Electrification Programme (WBREP), ete,

2.18.5 Such project works have resulted in increase in the consumer base
and distribution line length of WBSEDCL. The same is summarized in
the fallowing table

Table 22: Growth in the distribution network and consumer strength in

201718
Particulars | Unit | Ason 31" Mar, | As on 31" Mar, | Growth
2017 2018
Distribution
line Iuh'ngth ckm 563826 578217 14301
Ca
slmﬁgﬂ no 17424638 18112005 BBEIST

2186 WBSEDCL undertakes repair and maintenance activities to maintain
s ever-growing network and to ensure network reliability and
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availability 1o comply with the SOP Regulations. Further, the areds [ w _r;.-;nt.h ",I“"'
served by WBSEDCL includes remote areas such as the mlar:d,'i" ""; 1:-,-.:::.; | <
Sundarban in South 24 Parganas. jungle areas of Paschim Mldnapul}ﬁl b i ! /'i@l/
! Purulia ! Bankura, hilly sreas of Daresling. etc.. where the =T o .}"_3'_;'
geographical charactenstics results in challenges in carrying out repair

and maintenance works,

2.18.7 Furthermore, to cope with the rapid increase of network and consumer
base, WBSEDCL has outsourced activities in areas like HT & LT line
maintenance, O&M of 33/11 K\ substations, meter reading and hill
distribution, collection, call center, security, etc. with respect to the
distribution business to ensure quality power supply and customer
sanvice. Dutsourced manpower are engaged in these areas as a cost-
efficient alternative as illustrated in the following table.

Tahle 23: Indicative annual average cost per manpower for WESEDCL
staffs vis-A-vis outsourced manpower in 201718

Particulars Average annual salary
cost per manpower
il (Rs.)
WBSEDCL staffs in the fields of oulsourced
_Bctivities ' | 4';? s
Outsourced manpower 2.05.840
Annual cost saving per manpower 2,23,185

2.188 In addition, WBSEDCL incuws ASG expenses to provide necessary
adminstrative support that are needed to facilitate execution of repair

! The midficative annual average cost for WRSEDCL stalf engaged in the fislds of cutsourcad activities
{Class-3 & Class-4 stafis of WBSEDIL are engaged in such activities) s obtained by dividing the total
actual salary cost of Class-3 & 4 {Technical & Mon-technical) manpower of WBSEDCL in 201718 by
average of opening and closing numbers of such manpower for 2007-18

! The indicative annual average cost for outsourced manpower is obtained by dividing the totsl actual
oiutsourcing cost o 2017-18 by the sverage of opening and closing numbers of autsausced frangower
for 2007-18

Wea Bengal State Eleckicity Distribution Company Umited 49 |

3 i
Chief Engineer (Regulation
Requlation Department
WRSEDCL



and mairtenanca works across the enfire command ar
WESEDCL,

2180 Al the aformentioned ypes of expenses are linked 15 thiSope 13200 ) =l
distribufion activibes of WBSEDCL. The outsourced antmti&sare\-::fﬂgeuﬂ e ag
same nature as the R&M and A&G activities. Hence the nutsnurﬂingl i
expenditure is considered along-with the distribution O&M expenses
for justification purpose in this APR Application. Sum of the actual O8M
and Outsourcing expenses for distnbution function of WBSEDCL for
2017-18 is Rs. 90,526 lakh, which is lower than the admitted figure of
Rs G8.277.53 lakh

21810 The fotal O&M and outssurcing expanditura for distribution activities
has increased from 2016-17 to 2017-18. A comparison is shown in the
table below.

Table 24: Comparison of distribution D&M and outsourcing expenses
for 2018-17 and 2017-18

| 201647 | 201718
PR (Rs. lakh) | (Rs. lakh)
RA&M expensas for dstributon 17,567 25,608
ARG expenses for dtalrhul_lm 13,508 12,576
Dutsourcing expenses for disfnibution 48,277 52 342
Total 0&M and outsourcing expenses for
distribution 79,342 90,526

2.18.11 As can be seen from the above table, REM expense and Outsourcing
expense have increased from 2016-17 to 2017-18. Reasons behind
such increase are provided below:

2.18.11.1 Reasons behind increase in RAM expansas:

« The expense for 'Lines, Cables, Network etc.' has increasad
from Rs. 5828 lakh in 2016-17 to Rs. 2,826 lakh in 2017-18
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{refer Note No. 36 (B) of Audited Annual Accounts of WBSE

for 2017-18). As per requirement of Ind AS-16, if any lnmmqu
s expected to be used during mere than one pericd and |s I'I-EJ'H" \

for use in the production or supply of goods or services, for rental
to athers, or for administrative purposes. the inventory is 1o be
treated as Fixed Asset In case of WBSEDCL, inventory like
cable, conductor, elc. are expectad to be used for more than one
year. Hence, although these inventories have been used for
repair and maintenance purpose by WBSEDCL, these have
been considered under Fixed Assets instead of R&M expense.
During 2017-18, such inventory ilems with useful life of more
than one year and used for repair and maintenance purpose has
bean Rs. 2,733 lakh less compared to that for 2018-17. This is
the main reason behind increase of expenses for ‘Lines. Cables,
Network etc.’ from 2016-17 to 2017-18.

The expensa for 'Office Equipments’ has increased from Rs,
3.601 takh in 2016-17 to Rs, 7,141 lakh in 2017-18 (refer Nole
MNo. 36 (B) of Audited Annual Accounts of WBSEDCL for 2017-
18), This expense has increased mainly because of cosis
incurred by WBSEDCL for additional licenses of SAP-ERP, up-
gradation of SAP-ERP and ESRI software, and Annual
Technical Support of SAP-ISU software during 2017-18.

2 18.11.2 Reason behind increase in Outsourcing expenses.

As indicated in Para 2 18.3 to 218.7 of this APR Application,
expenses related to the outsourcing activities have increased
due to increased O&M activities to match with the growth and
requirements of the increased consumer base & supply network.
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= Further to the above, as indicated in Para 2.18.7 and T%E; 'i-‘.*'ﬂ <
of this APR Application, WBSEDCL has engaged man) e x”rﬁd

through outsourced agencies as a cost-afficient alternatives: ‘:._rj'-'.‘}i-_"

Contractual rates of outsourced manpower for HT and LT line

maintenance, Substation O&M, and Call Centre are determined

based on the minimum wages as notified by the Government of

West Bangal from time to time (please refer Appendix-lil: Copies

of Rate Revision Orders for Outsourcing Contracts), Qutsourced

manpower are deployed for Securnty, spot billing, and il

collection, contractual rates for which are fixed through

competitive bidding, In consideration of this, WBSEDCL

considers  outsourcing expenses under the category of

manpower costs. WBSEDCL has filed an Appeal (Appeal No.

206 of 2014) before the APTEL against WBERC's APR Order

for FY 2012-13 wherein, WBSEDCL has made submission on

the manpower-nature of the outsourcing expenses. The above

matter is shll sub judice under the APTEL Hence, WBSEDCL

now maintains its stand to consider its outsourcing expenses

under manpower costs.

2.1812 The Hon'ble Commission in the Tarff Order for 2017-18
inappropriately projected the O&M expensz and Outsourzing
expenses for 2017-18 by considering such expenses to be dependent
on distribution line length and consumer strength, and applying a
degree of sensitivity of these expenses to distribution line length and
consumer strength. Further, an annual escalation rate for the ensuing
year was applied based on an empirical formula, WBSEDCL submits
that such expenses depend upon many other factors like geographic
profile & spread of the area of supply. consumer base, age of assets,
rrarket demand-supply conditions, damages caused by naiural
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disaster, government policies and orders, etc.. and cannot be . Tjﬁﬁq;ﬁ:ﬂ‘f
sansitive only to distribution line length and consumer stren 1 00 ; 7}
of applying empincal formulas that do not reflect the true / az:an___,.-""
scenario, the Hon'ble Commissicn should evaluate merit of the casa " (Wl >
keaping in consideration the uncontrollable factors that influence these
expenses. WBSEDCL has filed an Appeal before the APTEL against
the WBERC's Tariff Order for FY 2014-15 wherein WEERC adopted
the same spproach of sensitivity parameters for projecting expenses
In the said Appeal, WBSEDCL has made submission against
WBERC's adoption of arbitrary methodeology for expense projaction.

The above matter is shll sub judice under the APTEL Henca,
WEBSEDCL now maintains its stand against Hon'ble Commission's

empirical projection  methodology and reguests the Hon'ble
Commission o allow the entire claimed amount of O&M expenses and
Outsourcing expenses for 2017-18,

2.1813 In view of the above, the REM, ALG and Outsourcing expenses of Rs.
25,608 lakh, Rs. 12,576 lakh, and Rs. 52 342 lakh incurred by
WEBSEDCL in 2017-18 may be considered by the Hon'ble Commissian
as the REM expanses, ARG expenses, and Outsourcing expenses for
distribution in the APR for 2017-18.

219 Expenditure for Complaint Management Mechanism

2181 Comparison of actual expenditure for Complaint Management
Mechanism for 2017-18 against that admitted by the Hon'ble
Commission for tha same period vide the Tariff Order for 2017-18 is
shown in the following table.
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Table 25: Complaint Management Mechanism expenditure for :-:n*rrn{ﬁﬁ MOTARY | i
R 1= [ ?‘.I'I?.[“:'.: e AT
Rs. Lakh £
Particulars 201748 | 200718 oy — T
(Admitted) | (Actual) WD g
Compiaint Management Mechanism
expenditune 297.598 378 |

2182 Expenditure for complaint management mechanism includes
expanses associaled with 1oll free telephone for registenng grievances
at ZCC-s, SMS charges for forwarding gnevances to mobile vans,
rental charges of Interactive Voice Response System (hereinafter
referred to as "IVRS"), separate telephone facility at each CCC, and
anti-theft toll free telephone facility.

2183 As per Audited Annual Accounts of WBSEDCL for 2017-18, the
expenditure for Complaint Managemeant Mechanism in 2017-18 is Rs,
378 lakh (refer Note No. 36(A) of the Audited Annual Accounts of 2017-
18).

2,194 WBSEDCL's number of consumers has grown by 4% from 2016-17 to
2017-18, and the Complaint Management expense has increased by
5% during the same period (Rs. 360 lakh in 2016-17 to Re. 378 lakh in
2017-18). As this expense is governed by the tariffs charged by the
telecom oparators and growth in the number of consumers, WBSEDCL
submits that such expenditure for Complaint Management Mechanism,
being dependent on external factors such as use of the CMM facility
by consumers, be accordingly considered uncontrollable and be
considered in its entirety by the Hon'ble Commission for allowance in
this APR Application,

2195 The Honble Commission in the Tarff Order for 2017-18
inappropriately projected the expenditure for Complaint Management
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Mechanism for 2017-18 by considering such expenses Hpr‘ Le i’; &5} ;: ¥
dependent on consumer strength only, and applying a dagraﬁ,ﬂ,f{‘_% y ::;r’
sensitivity of such expenses to consumer strength. Further, an anan T
escalation rate for the ensuing year was applied based on an empirical

formula, WBSEDCL submits that such expenses are governed by the

rates charged by telecom operators, and cannot be assumed to be

sensitive only to consumer strength for a random degree of sensitivity
value. Instead of application of empirical formulas that do not reflect
the true market scenario, the Hon'ble Commission may evaluate marit
of the casa considering the uncontrollable nature of this expense.
WBSEDCL has filed an Appeal before the APTEL against the
WBERC's Tariff Order for FY 2014-15 wherein WBERC adopled the
same approach of senstivity parameters for projecting expenses. In
the said Appeal, WBSEDCL has made submission against WBERC's
adoption of arbitrary methodology for expense projection. The above
matter is still sub judice under the APTEL. Hence, WBSEDCL now
maintaing its stand against Hon'ble Commission’s empirical projechon
methodology and requests the Hon'ble Commission to allow the entire
claimed amount of expenses for Complaint Management Mechanism
far 2017-18, as this is an uncontrollable expense.

218.6 Thus, the actual expenditure for Complaint Management Mechanism
of Rs. 378 lakh incurred by WBSEDCL in 2017-18 may be considerad

by the Hon'ble Commission as the expenditure for Complaint
Management Mechanism in the APR for 2017-18.

2.20 Expenditure for lease rental line

2201 Companson of actual expenditure for lease rental line for 2017-18
against that admitted by the Hon'ble Commission for the same period
vide the Tariff Order for 201718 is shown in the following table.
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Table 26: Lease rental line expenditure for 2017-18 |{i;. [

R & T
Rs. sk R
~
articulars 201718 2017- o
5 (Admitted) | (Actual) - "7
Lease rental line expenditure 222560 2,280

220.2 As part of setting up the Complaint Management Mechanism as per
requirement of the SOP Regulatons, WBSEDCL has bean utilizing the

Multiprotocol Label Switching (MPLS) Virtual Private Network (VPN)
connectvity for establishing and maintaining the communication
network. Telecom operators receive charges from WBSEDCL for
providing the connectivity, and these charges are recognized under the
head 'Lease rental line expenditure’,

2203 As per Audited Annual Accounts of WBSEDCL for 2017-18, the
' expenditure for lease rental line in 2017-18 is Rs. 2.280 lakh (refer Note
No. 36{A) of the Audited Annual Accounts of 2017-1 8.

2204 The Hon'btle Commission in the Tariff Order for 2017-18
inappropriately projected the expanditure for leage rertal line for 2017-
18 by considering such expenses io be dependent an distribution line
length only, and applying a degree of sensitivity of such expenses to
distribution line length. Further, an annual escalation rate for the
Ensuing year was applied basasd on an empirical formula. WBSEDCL
submits that this expense is governad by the rates charged by telecom
operators and hence is uncontrallable in naiure. This expense cannot
be assumed to ba sensitive anly to distribution line length for a random -
degree of sensitivity value, Instead of applying empirical formulas that
da not reflect the true market scenario, the Hon'ble Commigsion may
evaluate merit of the case consderning the uncontroliable nature of the
expense. WBSEDCL has filed an Appeal before the APTEL against

Itdhﬂnlﬂ-hluhlaﬁm.lhm..w % |
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the WBERC's Tariff Order for FY 2014-15 wherein WBERG adnpiauu el I{f
the same approach of sensitivity parameters for projecting axpanaes* ': -T-::E'; :-._:-E’:f"
In the said Appeal, WBSEDCL has made submission against '
WBERC's adoption of arbitrary methodology for expense projection,

The above matter is stil sub judice under the APTEL. Hence,

WBSEDCL now maintains its stand against Hon'ble Commission's

empirical projection methodology and  requests the Honble

Commission to allow the entire claimed amount of Lease rental line

expenditure for 2017-18, as this is an uncontrollable expense.

2.205 In view of above, the actual lzase rental expenditure for maintaining
the MPLS VPN connectivity of Rs. 2,290 lakh incurred by WBSEDCL
in2017-18 may be considered by the Hon'ble Commission as tha leasa
rental expenditure in the APR for 2017-18.

2.21 Expenditure for Insurance

2211 Comparison of actual expenditure for Insurance for 2017-18 against
that admitted by the Hon'ble Commission for the sam penod vide the
Tariff Order for 2017-18 is shown in the following table
Table 27: Insurance expenditure for 2017-18

Rs. Lakh
Particulars 201718 201718
(Admitted) | (Actual)

Insurance expenditure 1.003.17 831

2.21.2 As per the Audited Annual Accounts of 2017-18, the expenditure for
insurance in 2017-18 is Rs. 831 lakh (refer Note No. 36{C) of the
Audited Annual Accounts of 2017-18).

2213 The Honbie Commission in the Tariff Order for 2017-18
inappropriately projected the expenditure for insurance for 2017-18 by
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222

considerng such expense lo be dependent on distribution line length
only, and applying a degree of sensitivity of such expense to - -
distribution line length. Further, an annual escalation rate for the L

ensuing year was applied based on an empirical formula. WBSEDCL
submits that such expense is governed by the policies and premiums
charged by the insurance service providers, and types and valuations
of the items being insured. This expense is thus uncontrollable in
nature, as also recognized by the Tariff Regulations. Henca, this
expense cannot be assumed o be sensitive only to distibution ling
length. Instead of application of empirical formulas that do not reflect
the true market scenario, the Hon'ble Commission may evaluate mert
of the case considering the uncontrollable nature of this expansa

Hence, insurance expensas of Rs. 831 lakh incurred by WBSEDCL in
2017-18 may be considered by the Hon'ble Commission as the
axpenditure for Insurance in the APR for 2017-18.

Comparison of total Operation and Maintenance Expenses as admitied
by the Hon'ble Commission in Para 5.3.8 of Tanff Order for 2017-18
against the actual expenses for the corrasponding heads as incurred
by WBSEDCL in 2017-18 is shown in the following table.

Table 28: Total Operation and Maintenance Expenses for 2017-18

R=. Lakh

[ Particulars 201718 2017-18 |
{Admitted) | (Actual)

Operation & Maintenance for Ganaration 4942 50 4947

Rapair & Maintenance for Distribution 3242372 25608

Administrative & General Expense for 15.070.01 12,576
distribution

Leasa Rental Line 222560 2,290

Caomplaint Management Mechanism 297.00 aTe
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Particulars e 201718 FTETTE H‘“-;;‘:

(Admitted) unm-pi{ (B 1. sAkia |3
- OTARY J .

Insurance 1,003.17 BRY Do /)

Rates & Taxes £.064,35 14,226_"-&% o "/'1:{‘

Outsourcing function for Distribution related to Y urn 8

DHEM

(a) Excluding manpower related cost & hiring 27 005 72

S preos 52,342

ib) Limited to manpower related cost & 27 78A.08 7

vahicla hiring cost i

Total 1,14,811.22 1,13,192

223 From the above table it can be seen that the total Operation and
Maintenance Expense of Rs. 1,14.811.22 lakh as admitted by the
Hon'ble Commission in Para 5.3.8 of Tanff Order for 2017-18is higher
than the actual amount imcurred by WBSEDCL in 2017-18 of Rs.
1,13,182 lakh as daimed in this APR Application. In view of this, the
said actual expense of Rs, 1,13,192 lakh may be considered by the
Hon'ble Commission for admittance in the APR for 2017-18.

2.24 Bad debt

2241 The Hon'ble Commission in the Tarff Order for 2017-18 did not
consider any amount under the head bad debt for 2017-18. Mo Bad
debt actually has been written off during 2017-18 as per the Audited
Annual Accounts,

2.25 Other expenses

2251 WEBSEDCL submits that such expenditure related to death / damage /
injuries is contingent in nature and can never be predicted by
WESEDCL in its application, The Hon'ble Commission in the Tanff
Order for 2017-18 did not consider any amount under the head “Other
expensas’ for 2017-18. Also such expense is not incidental to the
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normal course of distribution business and cannot be held as ﬁﬂﬁmm aAH A * ‘)
ﬁ'l hLﬂTAh I |I:;i|'.l

the O&M expenses in any way.

2!  23/2002 #
2252 As per the Audited Annual Accounts of 2017-18, the other axpan;ané_hh _/,ﬂ}’f
2017-18 is Rs. 1,785 lakh (Rs. 1,521 lakh on the account of Loss Eirr
Demolition or Retirement of Fixed Assets. Rs. 34 lakh on account of
loss on obsolescence of inventory, Rs. 230 lakh on account of
compensation injuries on death/ damages to outsiders (refer Note No.
36(D) of the Audited Annual Accounts of 2017-18)).

2253 For the safety of outsiders, awareness programs are organized at
regular intervals. Even afler such safety program, complete removal of
cases of accident is very difficult as the distribution network of
WBSEDCL with overhead bare conductors is wide-spread throughout
the state, including difficult tarrain and remote rural areas.

2254 Other expenses also include Rs. 1,521 Lakhs on the account of loss
on demalition’ retirement of Fixed Assets (refer Note No. 38(D) of the
Audited Accounts of 2017-18). This expenditure occurs when a
depreciable asset is taken out of service prior to expiring of its life.

2955 \WBSEDCL hereby submits that regulators like MERC and GERC have
been approving such 'Other Expenses’ as a separate line item at the
time of truing up of distribution licensees. MERC while truing up of
MSEDCL for 2014-15 approved the entire claimed amount of
‘Compensation for injuries, death to others’ of Rs, 6 crore and 'Loss on
ohsolescence of Fixed Assets’ of Re. 10 crore. GERC while fruing up
of UGVCL for 2016-17 approved the entire claimed amount of
‘Miscellaneous Losses (Includes compensation for Injury, death
damage — Outsiders, Loss on sale of scrap, HBA written off ele) of
Re. 2. 37T crore.
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In view of the above expenses of Rs. 1,785 lakh incu H"_*__i-"ﬂf"- "2.5"
UTAR *u:'
WBSEDCL in 2017-18 may be considered by the Hon'ble Commi nam: S
&

Ll

as other expenses in the APR for 2017-18. X, g

e b =
B 1 :
3 ;

2.26 Special allocation

2261 The Hon'ble Commission in the Tariff Order for 2017-18 dic not
consider any amount under the head ‘Special allecation’ for 2017-18
WBSEDCL hereby submits that no expense has been claimed under
the head ‘Special Allocation’ in 2017-18.

2.27 Return on Equity

2.27.1 The Hon'ble Commission in the Tariff Order for 2017-18 admitted post-
tax Retun on Equity (hersinafter referred to as "ROE’) of Rs.
37.238,21 lakh for the year 2017-18

2372 The Hon'ble Commission in the Tariff Regulations has directed to
compute ROE on pre-tax basis, and the actual income tax will be
allowed separately subject to final assessment. Relavant exiracts of
the Tarff Regulations are provided below:

Guote from WBERC Taniff Regulations 2071:

‘Regulation 56.1.1 . Such return on equity shall be calculated on the
pre-fax basis and actual income tax liability related to the core business
only will be allowed separalely on actual payment basis suliject o firral
assassment.”

2973 |naccordance with the above regulatory provision, the pre-tax grossed
up ROE has been computed for 2017-18 in Form 1.22 of Annexure-|
in Volume-l of this APR Application, as per provisions of the Tariff
Regulations, Such ROE for 2017-18 becomes Rs, 45,536 lakh, and
may be considered by the Hon'ble Commission as ROE in the APR for
2017-18.
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In terms of Regulation 2.8.6.1 of the Tanff Regulations, disall
LY

of excess power purchase cost is limited to an amount equal to L iy

summation of ROE and net Ul charges (i.e. Deviation Settiement

Machanism charges) recaeivables whera nat Ul charges recaivables
amount over the yvear z 0. Accordingly, dizsallowance of excess power
purchase cost of the FPPCA application for 2017-18 may now be
limited to this amount of ROE, | e. Re. 45 538 lakh.

2.28 Interest on Normative Loan

2281 The Hon'ble Commission in the Tarff Order for 2017-18 did not
consider any amount under the head ‘Interest on Normative Loan” for
2017-18.

2282 The actual equity addition for WBSEDCL's generation business in
2017-18 has been Rs. 4,383 lakh (refer Note No. 13.3 of Audited
Annual Accounts of WBSEDCL for 2017-18). The normative equity
addition computed based on generation assel capitalization is Rs
2,795 |akh for 2017-18.

2.28.3 Asper Regulation 5.4.2 of WBERC Tariff Regulations 2011, " Where
equily ampioyed is more than 30% the amount of equity shail be imited
o 30% and the balance amount shall be considered as normalive foan
capital. " Accordingly, the normative loan for 2017-18 is Rs. 1,558 lakh
(=Rs. 4,393 lakh - Rs. 2,785 lakh).

2284 As per Regulation 5.6.4.2(i) of WBERC Tariff Reguiations 2011,
“interest on normative loan capital shall be allowed at weighted
average rate of imferest on borrowings. . " Accordingly, the Interest on
Mormative Loan for 2017-18 is Rs. 76 lakh. The calculabion of
normative loan and Inferest on MNoermative Loan for 2017-18 are
provided in Farm 1,20(a), Form 1.20(b) and Form C of Annaxure-| in
Volume-l of this APR Application,
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Therefore, the amount of Rs, 76 lakh may be considered by téHon %‘Eﬁz

Commission as the Iinterest on Mormative Loan in the APR ﬂrhhq_‘l‘f-___
18, -

229 Minimum Alternate Tax

2281 The Hon'ble Commission in the Tanff Order for 2017-18 admitted
Minimum Alternate Tax (MAT) of Rs, 7,946.80 lakh for the year 2017-
1B. WBSEDCL submits that in this APR Application, ROE is claimed
on pre-tax grossed up basis, and hence MAT is not claimed separatedy
by WBSEDCL in this APR Application.

2202 Further, the Incoma Tax assessments for the Assessment Year 2015-
16 and Assessment Year 2016-17 are attached as Appendix-V of this

application.

2.30 Deviation Settlement Mechanism (DSM) / Unscheduled
interchange (Ul) charges payable

230.1 Tha Hon'ble Commission in the Tariff Order for 2017-18 did not
consider any net Deviation Settlement Mechanism (hereinafter
raferred to as "DSM") charges of Unscheduled Interchange
(hereinafter referred to as “UI") charges recesvable or payable for FY
201718

230.2 Ul is presently termed as Deviation as per provisions of the CERC
Deviation Setlement Mechanism Regulations, 2014, The sad
regulations have come into force on 17" February, 2014, According (o
Regulation 14(1) of the CERC Devigtion Settlement Mechanism
Regulations, 2014, the CERC Unscheduled Interchange Charges
Regulations will stand repealed once the CERC Dewviation Setlement
Mechanism Regulations come into force, Daviation as per the CERC
Deviation Settlement Mechanism Regulations, 2014 is defined as:
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actual drawal minus @5 tofal scheduled dawal

2.30.2 In order to bridge the demand-supply gap during real ime cparation
and in order to ensure uninterrupted supply of electricity to its
consumers, a total of 931.773 MU of energy has been drawn from the
grid and 122201 MU of energy has been injected into the gnd as
Deviation / Ul during the year 2017-18. Such injection and drawal of
Dewviaton / Ul has been done in accordance to the prevailing
regulations without wolating the grid discipline. As per Mote 32 (A) of
the Audited Annual Accounts of WBSEDCL for 2017-18, the net DSM
{ Ul charges payable is Rs. 27 268 lakh, which includes DSM / LI
charges payable of Rs. 27,271 lakh (refer Note No. 32 (A) of the
Audited Annual Accounts of 2017-18) less DSM / Ul charges arrear of
Rs. 3 lakh (refer Note Mo, 32 (A) of the Audited Annual Accounts of
2017-18).

2.30.4 WBSEDCL in itz Tarff Pelition for 2017-18 did not consider any nei
DSM charges payable for 2017-18 and stated that the same will be
considerad on actual basis in the APR Application. Relevant extracts
are provided bebow:

Quote from WBSEDCL's Tarilf Pelition for 2017-18:

“Para 6,15 ... WBEEDCL has nol considered any provision for Net
DSM charges payabie for the year FY18 as these are unconlrollable n
nature. However, Net DSM charges payable will be considered on
actual basis in the APR of respective year."

2305 In view of the above, expenses of Rs. 27 268 lakh incurred by
WBSEDCL in FY 2017-18 may be considered by the Hon'ble
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2.31.1 Companscn of actual income from non-tariff sources for FY 2017-18
against that admitted by the Hon'ble Commission for the same perniod
vide the Tariff Order for FY 2017-18 is shown in the following table.

Table 29: Income from non-tariff sources for FY 2017-18

Rs. Lakh
Particulars 2017-18 2017-18
(Admittad) | (Actual)

Income from non-tanfl sources 48 507 .47 949,080

2312 As per requirement of Ind AS, the amortization value on Government
grants (Rs. 23,424 lakh) and Consumers’ confributions towards Capital
Agsets (Rs, 8251 lakh), earlier recognized as deductions from
depreciation (under GAAFP), has been recognized as incomsa under the:
head "‘Other income’ in audited accounts of 2017-18 (refer Note No. 31
of Audited Annual Accounts for 2017-18 and Para 2.1.8 of this APR
Application), Such amortization will be passed on to consumer through
‘Other income’. This amount has not been reduced from total
depreciation of the year (refer Para 2.14.3 of this APR Application)

2313 Similarly, Re-measurements of post- employment benefit obligations
of Rs, 9,752 earlier recognized as a deduction from Employee expense
{under GAAP}, has been recognized as income under the head ‘Other
comprehensive income’ in audited accounts of 2017-18 (refer Note No.
39 of Audited Annual Accounts for 2017-18 and Para 2.1.8 of this APR
Application). Under Ind AS, re-measurements of actuanal gains and
losses and the return an plan assets (excluding amounts included in
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the net interest expense on the net defined benefit liability)=are NOTAiy |/
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recognized in other comprehensive income instead of profit or loss. i 1“'_::".
(Refer Note No. 55 of Audited Annual Accounts of 2016-17). "'E.‘E.;; EE‘;/'J
Relevant balance portions of the net financial impact will be amortized

in the future financial statements of WBSEDCL as per provisions of Ind

AS, Accordingly, adjustments will be considered in the APR

Applicatons for the respactive future years.

- 48

o

For 2017-18B, the total income from non-tanff sourcas is Rs. 59,080 lakh
as computed in Form 1.26 of Annexure-1 in Volume-|l of this APR
Application, includes the following:

(@) Rs. 17.098 lakh as delayed payment charges from consumers
(refer Note No. 30 of the Audited Annual Accounts of 2017-18),

(b) Rs. 24 3560 lakh as meter rent (refer Note No. 30 of the Audited
Annual Accounts of 2017-18);

{c) Rs. 3,491 lakh as Reconnection / Disconnection fees (refer Nota
No. 30 of the Audited Annual Accounts of 2017-18),

(d) Re. 328 lakh as income from wheeling charges (refer Note No. 30
of the Audited Annual Accounts of 2017-18);

(e} Rs. 176 lakh as other miscellaneous charges from sarvice 1

consumers premises (refer Note No. 30 of the Audited Annual
Accounts of 2017-18);

(f) Rs. 1,385 lakh as Interest Income from banks on Fixed Deposits
and Other Deposits (refer MNote No. 31(A) of Audiled Annual
Accounts of 2017-18),

(g) Rs. 37.892 lakh as cther income (refer Note No. 31 of the Audited
Annual Accounts of 2017-18 and Form 126 of Annexure-l in
Volume-l of this APR Application),
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of post-employment benefit obligation (refer Note No, 38 of they® e
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Audited Annual Accounts of 2017-18); N e
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(i} Rs. 45898 lakhe as interast received on account of tanff revision
(refer Note No. 32(H) of the Audited Annual Accounts of 2017-18).

23186 In view of the above, the total income from non-tanff sources of Rs.
99,080 lakh earned by WBSEDCL in 2017-18 may be considered by
the Hon'ble Commission as income from non-tariff sources in the APR
for 2017-18.

2.32 Benefits from sale of power to persons other than the
consumers and licensees

2321 The Hon'ble Commission in the Tarnff Order for 2017-18 stated that the
benefitz from sale of power to person other than the consumers and
icensea of the Hon'ble Commission will be passed on to the
consumers / licensees on actual basis through APR of the concemned
year only instead of tanff order on projection basis.

2.32.2 Accordingly, the nat benefits from sale of power to person other than
the consumers and licensae during 2017-18 has bean computad in the
Data Form 1,24 of Annexure-l in Volume-| of this APR Application. As
par the computations, such banefits for 2017-18 is Rs. 18,584 lakh

2323 This benefit may be shared by the Hon'ble Commission as per
provisions of Regulation 5152 (iv) of the Tariff Regulations.
Accordingly, the Hon'ble Commission may consider to allow a benefit
of Rs. 9,202 lakh (being 50% of the total benafits fraom sale of power to
person other than the consumers and licensea) to be shared by
WBSEDCL

2,33 Interest credit on depreciation
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2331 Comparison of actual computed interest credit on dﬁpred&hhﬁ 'E-F--'-T.".'. P
2017-18 against that admitted by the Hon'ble Commission for the same
period vide the Tariff Order for 2017-18 is shown in the following table.

Table 30: Interest credit on depreciation for 2001718

. Rs. Lakh
Particulars — | 20748 | 201713
{Admitted) | (Actual)

interest credit on depreciation 4.535.07 4,057 |

2.33.2 WBSEDCL has computed the interest credit on depreciation for 2017-
18 in Form 1.17{g) of Annexure-| in Volume-| of this APR Application,
and value for the same is Rs. 4. 057 lakh, which may be considersd by
the Hon'ble Commission as interest credit on depreciation in the APR

for 2017-18.

2.34 Repayment of Bonds for Pension Fund

2.34.1 Comparison of actual repayment Bonds for Pension Fund for FY 2017-

18 against thal admitied by the Hon'ble Commission for the same
period vide the Tanff Order for FY 2017-18 is shown in the following
table.

Table 31: Repayment of Bonds for Pension Fund for FY 2017-18

Rs. Lakh
Particulars 201718 201718
(Admitted) = |Actual)

Repayment of Bonds for Pension Fund 15,300 30,600

2342 WBSEDCL In its Tanff Pefiion for 2017-18 projected principal
repaymaent of Rs. 30,600 lakh for the Pension Trust Bond. The actual
principal repayment for 2017-18 has been Rs. 30,600 lakh (refer Si.
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Hence, the amount of Rs. 30,600 lakh may be considered by the
Hon'ble Commission as the Repayment of Bonds for Pension Fund in
the APR for 2017-18.

From the Form E of Annaxure-l of Volume-| of this APR Application,
net admissible fixed cost for 2017-18 comes to Rs. 7,759,830 lakh as
per the Tanff Regulations

WBSEDCL submits that the amount recoverable through APR
Application for 2017-18 after adjustment of variable cost as per FPPCA
Application for 2017-18 becomes Rs. 3.04.018 lakh. The break-up of

such recoverable amount is given in the following table.

Table 32: Total Amount recoverable through APR Application for 2017-18 after

adjustment of variable cost as par FPPCA Application for 2017-18

sk

M. Item Linit Amaunt

1 Vanable cost as per FPPCA application | Rs 4 19245
for 2017-18 lakh 15,1828
Met fixed cost as per APR applcation Rs

2 | jor 2017-18 lakh 7,78.830 |
Taotal real=able sales revenue for 2017- | Rs

3 c
18 [ (1) +i2)] lakh 20.98.076
@1) Revenue from sale of power as per | Rs.

b | Annual Accounts 2017-18 lakh 18.85.841
a2} Less: Revenua from sale of power
to persons other than Icensees orany | Rs 100 7R3
consumers and power swap out as par | kakh (1.00,783)
Annual Accounts 2017-18
Met sales revenue for 201 7-18 Rs.

> | [aiaty+aiaz) lakh 17.85.058
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Met revenues recoverable for 2017-18 | Rs.
' 13- lakh 3’“"‘““

237  Hence Rs. 204018 lakh may now be considerad for release during
the issuance of APR Order for 2017-18,

238 The Hon'ble Commission is humbly requested to allow the
consequential impact of APR in respect of WBPDCL, WBSETCL,
CESC, DPL. DPSC and impact of FCA in respect of CESC, DPL,
DPSC for 2017-18.

238  Whie WBSEDCL haz submitted necessary details in the APR
Application, it seaks the cpporiunity to file supplemental information, if
s0 required, al a later date. WBSEDCL has incurred legitimate
expanditure, which i reflected in the Audited Annual Accounts of 2017-
1B. S0 such expenditure may be allowed by the Hon'ble Commission
as per the APR Application for 2017-18.

240  The Hon'ble Commission is humbly requested not to reject or disallow
any part of the APR Application made by WBSEDCL or any claims
arising there from without allowing WBSEDCL to prove prudence of
such expenditure.

241  WBSEDCL has made every affort to meet the information requirements
prescribed by the Hon'ble Commission, Notwithstanding the same,
WBSEDCL, however, agrees lo make available any further
information, as and when asked for by the Hon'ble Commission.

242  |mpact of APR of 2017-18 may preferably be distributed between
energy charge and fixed / demand charge for recovery from sale to
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Regulations in the Tanff Orders for subsequent years.

243 The Hon'ble Commission in the Tariff Order for 2014-15 introduced
new methodology for astimation of expenditure and provided directives
for future admittance. The Hon'ble Commission in the Tariff Order for
2017-18 has continued with the same approach for expense projection.
WEBSEDCL submits that it has filed an Appeal before the Hon'ble
APTEL aggrieved by such directives of the Hon'ble Commission in the
Tanff Order for 2014-15, which is affecting the liquidity position of
WBSEDCL and in future may result in disallowance of legitimate
expenditura during truing up. Depending upon the final decision of the
Hon'ble APTEL in the sald Appeal, WBSEDCL reserves its right to
again approach the Hon'ble Commission

244  Due to significant disallowances in the APR Orders for 2011-12 and
2012-13 by the Hon'ble Commission, the financial net worth of
WBSEDCL has been significantly eroded. This is hampering
WEBSEDCL's ability fo provide quality service to its consumers, In this
regard, WBSEDCL submits that it has filed Appeals bafore the Hon'ble
APTEL aggrieved by and contesting such disallowances by the Hor'ble
Commission in the APR Orders for 2011-12 and 2012-13. Depanding
upon the final decision of the Hon'ble APTEL in the said Appeals,

WBSEDCL reserves its right to again approach the Hon'ble
Commission.
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3.Prayer
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WBSEDCL respectfully prays to the Hon'ble Commission:

]

o
=

(ay  To admit this Application seeking Annual Performance Review of 2017-
18.

()  To approve net fixed cost of Rs. 7,709,830 lakh for 2017-18 in respect of
WBSEDCL

() To approve an amount of Rs. 304018 lakh as recoverable after
adjustment of variable cost as per FPPCA application for 2017-18 in
respect of WBSEDCL.

(d) To pass an order as the Hor'ble Commission may deem fit and proper
keeping in mind the facts and circumstances of the case.

(e)  With an ultimate aim to achieve the Cenfral Governmeant's goal of 24x7
power for all, the Hon'ble Commission may conswder to allow the
legittmate expenditure items as claimed by WBSEDCL in this APR
Application.
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