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1 EXECUTIVE SUMMARY 

 

1.1 Filings under Present Petition 

 

1. Tata Power-D, in this petition, has presented the Aggregate Revenue Required for the 

different years as follows: 

 

1. As per MYT Regulations, 2011 

 

• Truing up of FY 2015-16 based on actual performance; 

• (Gap) / Surplus at the end of FY 2015-16 including past recoveries; 

• Status of Compliance to Directives. 

 

2. As per MYT Regulations, 2015 

 

• Truing up of FY 2016-17 based on actual performance 

• Provisional truing up for FY2017-18 

• Revised Projections for FY 2018-19 and FY 2020-20 & ARR for each year of the 

Control Period 

• Revenue from the sale of power at existing Tariffs and charges and projected 

Revenue (Gap) / Surplus for each year of the Control Period; 

• Proposed Category-wise Tariffs or Fees & Charges for each year of the Control 

Period 

 

The summary of the submission has been presented below: 

1.2 Capitalization of FY 2014-15 

 

2. The Hon’ble Commission in its MYT Tariff Order in Case 47 of 2016 has considered only 

50% of the Capitalization for FY 2014-15. Tata Power-D in this petition has considered the 

entire capitalization of Rs 464.82 Croes and its impact during the Control Period.  

 

1.3 Gap / (Surplus) of FY 2015-16 

 

3. Tata Power-D has computed Gap / (Surplus) of FY 2015-16 based on the opening GFA, ROE 

and interest after considering the entire capitalization of FY 2014-15. Further, only 

incremental Gap / (Surplus) of FY 2015-16 is considered for working out carrying cost for 

the future period. The balance Gap / (Surplus) equal to the Gap / (Surplus) as approved by 



the Hon’ble Commission has been considered separately under Regulatory Asset. The Gap 

/ (Surplus) for Supply and Wire Business is as given in the table below: 

 

Table 1: Tata Power-D Supply ARR for FY 2015-16  

 

 
 



Table 2: Tata Power-D Wire ARR for FY 2015-16  

 
 

Table 3: Gap / (Surplus) Tata Power-D Supply & Wire ARR for FY 2015-16  

 
 

 
 

1.4 Gap / (Surplus) of FY 2016-17 

 

4. Tata Power-D while computing Gap / (Surplus) for FY 2016-17 considered the normative O 

& M expenses as per 1st Amendment of MYT Regulations, 2015. Further, Tata Power-D has 

considered the sale to Railway and same has been utilized for reduction in power purchase 

cost. 

 



Table 4: Tata Power-D Supply ARR for FY 2016-17 

 

 

 

Table 5: Tata Power-D Wire ARR for FY 2016-17 

 



Table 6: Gap / (Surplus) Tata Power-D Supply & Wire ARR for FY 2016-17  

 
 

 

1.5 Gap / (Surplus) of FY 2017-18 

 

5. Tata Power-D while computing Gap / (Surplus) for FY 2017-18 considered the normative O 

& M expenses as per 1st Amendment of MYT Regulations, 2015. Further, since the year is 

over Tata Power-D has considered the actual sales and power purchase cost for computing 

the Gap /(Surplus) of Tata Power-D. 

 

Table 7: Tata Power-D Supply ARR for FY 2017-18 

 
 

 



Table 8: Tata Power-D Wire ARR for FY 2017-18 

 
 

Table 9: Gap / (Surplus) Tata Power-D Supply & Wire ARR for FY 2017-18 

 

 
 

 

1.6 Regulatory Asset Recovery 

 

6. The Hon’ble Commission has allowed the total past recovery of Rs 1198 Crores in the MYT 

Tariff Order. The recovery of the same was allowed in three years starting from FY 2016-

17 to FY 2018-19. Tata Power-D has computed the balance RAC based on the RAC allowed 

to be recovered in FY 2016-17 & FY 2017-18 and RAC recovered during the year.  

 

1.7 Past Recovery for future period: 

 

7. Past Recovery has been computed considering  

 



• Cumulative Gap / (Surplus) for FY 2015-16, FY 2016-17, Provisional truing up of FY 

2017-18 & impact of capitalization for FY 2014-15. 

• Balance Recovery of RAC 

• Gap / (Surplus) of Tata Power-G 

 

8. The total Past Recovery proposed to be recovered in remaining Control Period is as given 

below: 

 

Table 1-10:  Cumulative Past Gap / (Surplus) till FY 2017-18 

 
 

Table 1-11:  Total Gap / (Surplus) till FY 2017-18 

 

 
 

1.8 Recovery of Past Gaps for Supply Business 

 

9. The Hon’ble Commission in its MYT Tariff Order has allowed Rs 415 Crores to be 

recovered in FY 2018-19. In line with the same Tata Power-D proposes to recover Rs 494 

Crore of Gap through RAC while the balance amount will be recovered through Supply 

ARR in FY 2019-20. This has help in smoothen the tariff trajectory. 



 

1.8.1 Recovery of Past Gaps for Wire Business 

 

10. As explained in previous section above, the Hon’ble Commission in the MYT Tariff Order 

in Case 47 of 2016 had considered only 50 % of capitalization for FY 2014-15. Tata Power-

D in the present petition has considered the entire capitalization and its impact. This has 

resulted in the opening Gap of Rs 261.92 Crores in the year FY 2018-19. As a set principle 

the cumulative Revenue Gap should be recovered in the minimum number of years to 

minimise the burden of carrying cost. However, at the same time ensuring that there is 

no tariff shock to consumers and that the tariff trajectory is smooth. Further, there is a 

significant reduction of Tata Power-D direct sale after Railway has become deemed 

Distribution Licensee to the tune of around 900 Mus. This has resulted in the increase 

of per unit wheeling charges. In view of this Tata Power-D proposes to recover the Past 

Recovery of wire Business in three years i.e from FY 2018-19 to FY 2020-21. Further, the 

recovery has been spread out in the three years in such manner that the consequential 

impact on the wheeling charges is smoothened & uniform wheeling charge is 

maintained along the three years 

 

1.8.2 Learning from the Past 

1.9 Summary of key regulatory events during the last five years and their implications 

 

11. The Hon’ble Supreme court in FY2007-08 paved the way for competition in Mumbai 

allowing Tata Power D to supply power for retail consumers.  

 

12. Further, the Hon’ble MERC in Case 151 of 2011 directed Tata Power D to lay down 

network extensively in identified 11 clusters, with the intent to create a level playing 

field as far as network parity is concerned. Tata Power D incurred capital expenditure of 

around Rs. 1,200 Crores as per the guidance of the Hon’ble Commission without a firm 

line of sight on consumers in order to honour MERC’s directive. 

 

 

 

 

 

 

 

 

 

 



Table 1-12: Impact of Regulatory events on CAPEX addition 

 

 

 

13. As per Case 151 of 2011, Tata Power D commenced capacity addition for backbone 

network and spent about Rs. 1,200 Crores on the direction of the Hon’ble Commission. 

Further the Hon’ble APTEL judgment 246 of 2012 set aside Case 151 of 2011. However, 

the capital expenditure already incurred were allowed to be completed and capitalized 

with no restrictions on laying of network to acquire new consumers. Accordingly, Tata 

Power D has spent Rs. 1,161 Crores post FY2014 however the Hon’ble Commission 

approved only Rs. 586 Crores. This has resulted in a gap of Rs. 575 Crores between actual 

spend and approved capitalization post FY2014. 

 

1.10 Key issues witnessed during the 3rd control period 

 

1.10.1 Sales additions have not increased as envisaged 

 

14. Although the commission in its MYT order in Case 47 of 2016 had envisaged an increase 

in sales in almost all the categories but in reality the actual sales for supply business has 

been lower than the approved sales in FY17 and FY18. For wires business the sales in 

FY18 is slightly higher than then approved levels majorly driven by Open Access (OA). 

 

Table 1-13: Supply and Wires business approved versus actuals sales 

 



15. Even at category-wise level the actual sales for almost all categories in the supply 

business are lower than MYT approved sales. Further with railways became a deemed 

licensee has resulted in a dip in sales over the past years. 

 

Table 1-14: Category wise approved versus actuals sales for Supply business 

 

16. Additionally, the loss of HT sales due to consumers exiting on open access is substantial 

and more than envisaged leading to under-recoveries of revenues which resulting in a 

vicious circle of un-competitiveness. 

 

17. Implication of the above is that if the sales are continuously lower than the projected 

levels then it may lead to revenue gaps for both supply and wires businesses. 

 

1.10.2 Past capex unapproved to the tune of Rs. 575 Crores  

 

18. Significant investments were made in the wires business as per Hon’ble Commission’s 

guidance while the sales realized are much lower than the expected levels for the wires 

business 

In addition to this, the Hon’ble Commission has only allowed 50% of the already incurred 

and capitalized wires capex to be passed during FY15 and FY16 as also maintained the 

same estimated Capitalization for balance years of 3rd Control period. The approved 

Capex for FY17 and FY18 was also significantly lower than the actual Capex required to 

meet the obligations of Tata Power D for providing connections to consumers. As a 

result, the unapproved wire Capex as of FY18 stands at Rs. 575 Crores.  

 

19. This unapproved Capex from FY15-FY18 creates to a revenue gap of about Rs. 259 

Crores. 



Table 1-15: Past Wires capitalization: Approved vs. Actual 

 

 

1.11 Implications of lower sales and unapproved past capitalization 

 

20. While the capital expenditure has increased substantially as a result of Case 151 of 2011 

the wires business sales has not increased adequately resulting in an underutilization of 

the core backbone network assets. Unless addressed suitably, this has the implication 

of the wheeling charges becoming uncompetitive if the impact of the unapproved 

capital expenditure is passed on at once. This would create a tariff shock to consumers 

and also would pose a threat to business viability which in turn threatens the basic tenet 

of competition designed for Mumbai distribution.  

 

21. The above sequence of events are taking form of vicious unsustainable cycles for both 

wires and supply businesses. In the wires business past gap due to unapproved 

capitalization and lower network utilization is increasing the wheeling charges which will 

lead to lower wires sales for Tata Power D. At the same time any reduction in sales will 

lead to reduction of cross subsidy pool from subsidizing consumers in the supply 

business which will put pressure on the remaining consumers to bear the same cross-

subsidies. With lower amount of sales bearing higher cross-subsidies the tariffs will 

increase and it will lead to further migration of consumers from Tata Power D supply 

business as well. 

 

(Rs. Cr) 2014-15 2015-16 2016-17 2017-18 Total 

Approved 232.41 117.87 117.87 117.87 586.02 

Actual 464.82 247.02 249.56 200.00  1161.40 

Difference 232.41 129.15 131.69 82.13 575.38 

 



Figure 1: Vicious Circle of lower sales 

 

22. Further, consumers moving to open access puts pressure on tariffs of existing consumers 

as open access consumers do not pay energy charges which also contain a substantial 

part of the generation fixed costs. This leads to under recovery of generation capacity 

charges as well for Tata Power D.  

 

23. In conclusion, Tata Power D is making every effort to improve the utilization of its 

network assets. However, the solution to this issue lies in competitive tariff design which 

would help in attracting more sales. 

 

1.12 ARR for FY 2018-19 & FY 2019-20 

 

1.12.1 Category-wise Sales  

 

24. Tata Power-D has estimated the future sales based on the CAGR of various categories 

and expected growth based on the prospective demand for that category. The estimated 

sale for Direct and changeover consumers for FY 2018-19 is 4824 Mus & for FY 2019-20 

estimated sale is 5094 Mus. 

 

1.12.2 Power Purchase for FY 2018-19 and FY 2019-20: 

 

25. Tata Power-D has computed the estimated power purchase cost considering following: 

 

• Long Term Tie up with The Power-G  

• Revised standby, Transmission charges SLDC charges based on the present demand 

of Tata Power-D 



• RE purchase from existing sources, and 20% from REC purchase & balance through 

additional tie ups. 

• Rate of Bilateral Power Purchase considered based on the present Market Price and 

rate discovered in the Case 1 Bidding. 

•  The summary of the approved and actual Power Purchase cost for FY 2018-19 and 

FY 2019-20 is given in the Table below: 

 

Table 1-16:  Power Purchase Cost for FY 2018-19 and FY 2019-20 

 

 
 

1.12.3 Capitalisation for FY 2018-19 and FY 2019-20 

 

26. Proposed Capitalization for FY 2018-19 & FY 2019-20 is as given below: 

 

Table 1-17:  Capitalization details for Supply & Wire Business for FY 2018-19 and FY 2019-20 

 

 
 



 
27. Based on the above the ARR for wire business is worked out to Rs  

 

1.12.4 Aggregate Revenue Requirement  

 

28. The ARR for the Distribution Wires & Retail Supply Business of Tata Power-D for FY 2018-

19 and FY 2019-20 is tabulated below: 

 

Table 1-18: Aggregate Revenue Requirement for Wire Business for FY19 and FY20 

 



Table 1-19: Aggregate Revenue Requirement for Supply Business for FY19 and FY20 

 
 

29. Based on the above and the cumulative past recovery the Average Cost of Supply for FY 

2018-19 & FY 2019-20 is as given in the table below: 

 

Table 1-20: Average Cost of Supply for FY19 and FY20 

 



Table 1-21: % Change in Average Cost of Supply for FY19 and FY20 

 

 
 

1.13 Cross Subsidy Structure 

 

30. As per the learning during the Control Period as described in the previous Section Tata 

Power-D has considered following imperatives while designing the Cross Subsidy 

Structure for the year FY 2018-19 & FY 2019-20 

 

i. There is a need for rebalancing of the tariffs for subsidized categories LT IA Residential 

S1-S2 such that although the tariffs would be kept lower than the other distribution 

licensees in the common license area, the direct tariffs would be brought at par with 

the changeover tariff. This would enable rationalization of the cross subsidy borne by 

the subsidizing consumers while at the same time creating a predictable and level 

playing field. While this rebalancing would result in slight increase in the tariff of S1 & 

S2 categories during FY 2018-19, it would be neutralized with a reduction in tariff 

during FY 2019-20. 

 

ii. There is a need for relook at the cross subsidy structure for subsidizing consumers such 

that the necessary critical base of such consumers is created to break the vicious circle 

of eroding sales as described in the previous Section.  

 

iii. There is a need for alignment of the philosophy used by the Hon’ble Commission across 

all distribution licensees where by the tariff for Temporary Supply - Others (TSO) is 

converted to Commercial tariff on completion of one year of supply. This would ensure 

similar tariff structure across all licensees experienced by the consumers. 

 

31. Tata Power-D has proposed its CS structure based on the above approach. It has also 

considered the methodology used by the Hon’ble Commission in the MYT Tariff Order 



for determination of the cross subsidy by taking into account the sales and revenue from 

both direct and change-over consumers. The category wise CS structure adopted by Tata 

Power-D is as given below: 

32. Tata Power-D considering the future demand has proposed a new category for Electric 

Vehicle Charging instead of clubbing under a different category. Further, the energy 

charges for the same has been kept lower than the charges for Industrial / commercial 

category.  

 

Table 1-22 Category-wise Cross Subsidy for FY 19 & FY 20 

 

 

 

33. As can be seen from the above the cross subsidy for most of the category is in the range 

of +20% of the ACoS and the cross-subsidies have been reduced in FY 2019-20. 



 

1.14 Revised Tariffs effective from 1st April 2018 

 

34. Based on the above Charges Effective tariff from 1st April 2018 is as given in the table 

below: 



Table 1-23 Proposed Tariff from 1st April, 2018 

 

 

1.15 Revised Tariffs effective from 1st April 2019 

35. Revised tariff effective from 1st April 2019 is as given below: 



Table 1-24 Proposed Tariff from 1st April, 2019 

 


