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Mangalore SEZ Limited, Mangalore, do solemnly affirm and say as follows.

shailestamp.cor®. Any discrepancy in the details on this Certificate and as

1. L, V. Suryanarayana, S/o V. Srinivasa Rao, aged 48 years, Vice President,




2.1, V. Suryanarayana, dealing with Regulatory Affairs, Mangalore SEZ Limited,
Mangalore, duly authorized to make this Affidavit. The Managing Director,
Mangalore SEZ Limited has accorded the approval on 24% August, 2015 (the
powers and authorities of Managing Director are granted by the Board of
Directors of Mangalore SEZ Limited in the 2nd Board Meeting held on 8 July,
2006}.

3. The statement made in Chapters 1 to 14 and the related Annexure of ERC
herein now shown fo me are true fo the best of my knowledge and the

statements made in Chapters 1 to 14 are based on information | believe to be

true.

4, Solemnly offirmed at Mangaiore on this 29 day of November 2016 that ihe
contents of the above Affidavit are frue to the best of my knowledge, no part

of it is false and no material infoermation has been concealed there from.

For Mangalore SEZ Limited
Place: Mangalore

Date: 29.11.2016 e
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BEFORE KARNATAKA ELECTRICITY REGULATORY COMMISSION AT
BANGALORE
Fling No
Case No

IN THE MATTER OF

An Application for approval for Annual Performance Review for FY 16 and Annual
Revenue Requirement and Expected Revenue from Charges {ERC) for wires and
supply business of Mangalore SEZ Limited, Mangalore And approval of tariff filing
for FY 18 of Mangalore SEZ Limited under Section 61 & 62 of the Electicity Act,2003
read with relevant Regulations of KERC (Tariff} Regulations including KERC (Terms
and Conditions for Determination of Tariff for Distribution and Retail Sale of

Electricity) Regulations, 2006.

AND
IN THE MATTER OF

Mangalore SEZ Limited {MSEZL), Mangalore.

AFFIDAVIT
1. I, V. Suryanarayana, S/o V. Srinivasa Rao, aged 48 vyears, Vice President,

Mangalore SEZ Limited, Mangalore, do solemnly affirm and say as follows.

2. 1, V. Suryanarayana, dedling with Regulatory Affairs, Mangalore SEZ Limited,
Mangalore, duly authorized 1o make this Affidavit. The Managing Director,
Mangalore SEZ Limited has accorded the approval on 24h August, 2015 {the
powers and auihorities of Managing Director are granied by the Board of
Directors of Mangalore SEZ Limited in the 2nd Board Meeting held on 8t July,
2006).

3. The statement made in Chapters 1 to 14 and the related Annexure of ERC
herein now shown to me are frue to the best of my knowledge and the

statemenis made in Chapters 1 fo 14 are based on information | believe to

be true.

]

Vice P?ésident
tangalore SEZ Limited
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1. STATUTORY ADHERANCE

In accordance with The Karnaiaka Electricity Regulatory Commission (Terms
and Condifions for Determination of Tariff for Distribution and Retail Sale of
Electricity) Regulations-2006, every Distribution Licensee is required to file an
application for approval of ARR and ERC under the MYT framework for the
Control Period. The filing for the Control period shall have to be made by the
licensed within a period nof less than 120 days before the commencement
of the Confrol Period. The filing shall be for the entire Control Period.
The filing shall be in the same form as specified in the KERC (Tariff)
Regulations, with year wise details for each year of the Control Period, duly
complying with the principles for determination of ARR as specified in these

Reguiations,

MSEZL is a company incorporated in February 2006 under Companies Act
1956, having its regisiered office at Al-Latheef, 1st Floor, No.2, Union Street,
Off Infantry Road, Bangalore - 560 001and having a site office at 39 Floor,
MUDA Building, Ashok Nagar, URWA Stores, Mangalore - 575006. MSEZL is a
project co-promoted by Oil and Natural Gas Corporation Lid {ONGC),
Infrastructure Leasing & Financial Services Ltd (IL&FS), Karnataka Industrial
Areas Development Board (KIADB) and Kanara Chamber of Commerce and
Industries (KCCI) and others. The Company is implementing a Sector Specific
Special Economic Zone (SEZ) in its Phase-l for Petroleumn and Petrochemical
Sector and has been upgraded as “Multi-Product” Special Economic Zone
(SEZ) in year 2013.

MSEZ is located in Mangaiore of Dakshina Kannada District. The Company's
objective is to develop industrial land complete with provision of providing
infrastructure facilities, utilities and services to entire SEZ areaq, which include
water, waste management, tele-communication, distribution and retail
supply of power etc., these common shared infrastructure facilities, attracts

units to set up their investments in the designated SEZ area.

/}
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As per the Extraordinary Gazette Nofification dated 3-3-2010 issued by
Ministiry of Commerce, Government of India, the Developers / Co-
Developers of a Special Economic Zones notified under sub section 1 of
section 4 of SFZ act 2005, shall be deemed a Licensee as per Section 14 of
the Electricity Act 2003.

The first unit in MSEZL began its operations w.e.f.13.01.2014, as per the
nofification received from DC, CSEZ Cochin. We have considered this date
as the date of commencement of operations. This necessifated us to file the
tariff petition before the Hon'ble Commission for determination of retail

supply tariff charged by MSEZL on consumers in MSEZ.

Consequently, the Company had filed tariff petition for determination of
Distribution and Retail Supply Tariff for FY 15, FY 16 and FY 17.The Hon'ble
Commission passed the following Orders.

a} Inrespect of FY 16 vide the findings contained in Tariff Order dated
03.03.2015; a Net ARR of Rs.52.21 Cr. was approved for FY 16. It also
approved the Retail Supply & Distribution Tariff at Rs.140/KVA for
demand charges and Rs.6.36/kWh for energy charges for the
consumers of MSEZL.

b} Inrespect of FY 17 vide the findings contained in Tariff Order dated
30.03.2016; a Net ARR of Rs.54.83 Cr was approved for FY 17. It dlso
approved the Retail Supply & Distribution Tariff under two categories
HT — Industrial - Rs.180/KVA and Rs.6.5/kwh for energy charges and
HT — Construction — Rs.200/KVA and Rs.2.00/kwh for energy charges.

Now, MSEZL is filing the ARR and tariff petition for FY 18, besides, it is also filing
the Annual Performance review pefition for FY 16.

The content of this application is in accordance with the guidelines
enumerated in the said Regulations.

As part of this exercise, MSEZL will provide such informafion as may be
stipulated by the Commission from fime to tfime. For any additional
information not previously known or available to us at the time of forecast
under the MYT framework for the Confrol Period, MSEZL will apply for
modification of the ARR and ERC for the remdaining part of the control

period, as part of annual performance review.

E &2
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2.1

2. MSELL in brief

Profile of the company

The Government of India (Gol) has, over the last decade, adopted a multi-
pronged approach for promotion of foreign investments in Indic.
Government of India announced, the SEZ Policy, to enable the creation of
SEZs in the country with a view to provide an internationally competitive and
hassle-free environment for exports. This policy was intended to make SEZs an
engine for economic growth supported by quality infrastructure
complemented by an attractive fiscal package, both at the Centre and the

State level, with the minimum possible regulations.

Mangalore SEZ Limited {MSEZL) is an SPV co-promoted by Oil and Natural
Gas Corporation Limited (ONGC) {26%). Infrastructure Leasing & Financial
Services Limited (IL&FS} {50%), Karnataka Industrial Areas Development
Board {KIADB) (23%) and Kanara Chamber of Commerce and industries
(KCCi) and others (1%).

Based on the availabiity of contiguous parcel of land, MSEZ has been
notified as a Sector Specific SEZ for Petroleum & Pefrochemical sector in
2007, spread over 1620 acres. The development of SEZ will cater to the
intermediate petrochemical units and downstream petrochemical industries

adjacent to MRPL refinery and the existing aromatics complex of OMPL.

Now, MSEZL being upgraded to Multi Product SEZ can atfract investments
from sectors viz., Petroleum & Petfrochemical Products, Plastics, IT & I[TES,
Pharma, Textiles and Manufacturing & Others. Currently, MSEZL has attracted

investments from Pharma and Food Processing Industries.

Our Esteemed Consumer Profile is as under:

sk Customers
No
1 ONGC Mangalore Pefrochemicals Limited

2 JBF Industries Ltd

3 Indian Strategic Petroleum Reserves Limited

% - Page 14 of 67
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4 Sygene International Limited, a Biocon Company

5 Anftheq

) Cardolite Specialty Chemicals LLP

7 Trident Infra Pvt Limited

8 Authentic Ocean Treasure

2.2 Brief Infroduction of Licensed Activities (Electrical Network}

MSEZL has constructed 110/33/11KV substation {GSS-03}) with installed
capacity of 40MVA, which can be augmented, to 80MVA to cater power to
varous units. Though MSEZL is a multiproduct SEZ, majority of industries
located in it are petrochemical industries and as per the norms of OSID,
MSEZIL has receives and distributes power to all its units by underground
cable only. Further, in order to provide stable and quadlity power to various
11KV consumers MSEZL has established Ring Main Units which are inter linked
with UG cables and for 33KV consumers the supply directly fed through
radial feeders emanating from 110/33/11KV GSS-03.

The 110/33/1 1KV GSS-03 of substation receives stable power from the nearby
220/11/11KV receiving station of KPTCL at Bajpe for which 13.939 acres of
land within the MSEIL area is leased to KPTCL. From this receiving station,
MSEZL has laid twin circuits of copper underground cables of 110KV class
400-sgmm cable to GSS-03, each circuit is capable of delivering 80MVA
power, with an augmentation. The total route length of the twin circuits is 1.9
KMS. In the upstream 220/110/11KV receiving station of KPTCL is sourced
through the 220KV Double circuit line from Kemar to Kavoor. This line is
integrated to the grid network of KPTCL and further fo the southem grid of
Indic.

Based on the existing consumer's requirement and requirement of power for
upcoming industries, the Grid substation of with 40 MVA capacity is capable

of catering power until FY 2018.

o
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.zArea Map of Mangalore SEZ Limited Showing Existing Electrical Network

s, :
i ¢ Industrial Plots

Plots Already Committed
MSEZL DISCOM LAYOUT ROAD
7272(;“ E(III;K_V_I\;nn Receiving ‘ )

Sub-Station of KPTCI, f . 110KV Singte core 4008qmm UG Cable{Double Circuit) from MRSS to GSS 03
| 33KV Single core 400Sqmm UG Cable(Double Circuit) from GS503 to OMPL
s 33KV Three core 1858gmm UG Cable(Single Circuit) from GSS03 to ISPRL

=~ 33KV Three core 2405 gmm UG Cable(Single Circuit} from GSS03 to Cardolite
Sub-Siation ol MSEZL GR5-3 . . s
Y Building T1KY Three core 240Sqmm UG Cable(Single Circuit) from G5503 to JBF

1

TRK3IAIRY GSS-03 Castam Office

| F1KY Three core 958gmm UG Cable(Single Circuit) from GSS03 to
10ml Water Reservoir

11KV Three core 95Sgmm UG Cable(Single Circuit) from GSS03 to Marine Out Fall

11KV Three core 355¢mm UJ Cable(Single Cireuit) fraom GS503 o
Fire Water Purnp house

Yice President LT Crbte
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2.4 Consumers Profile as on 31-03-2016

MSEZL commenced its operations w.e.f. 015 April 2015, As on 31 March 2016,

the Company was providing power supply to consumers at different voltage

levels, as given below:-

sl. No. of Voltage | Sanctioned
No. | Class of Consumer | consumers | class load MVA
1| HT - Industrial 8 33/11KV 15.70
2 | HT- Construction ] 11KV 3.99
Total 19.69

%k
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3. Segregating Licensed and Non-licensed activities of
MSEZL

A. The books of account of MSEZIL as at 319 March 2016 is audited and
adopted by the shareholders in the AGM held on 290 September 2016.
From the audited books of account, numbers have been segregaied into

licensed and non-licensed portion activities.

B. The basis and method adopted for segregation of Balance sheet and Profit
& Loss account of FY 16 is consistent with the methodology followed for
segregation in the earlier ARR filed in November 2014 and November 2015
{Chapter 3 of respective ARR filing). However, where the staiutory auditors
have suggested a method, which is more scieniific fo give a frue & fair
view of presentatfion of MSEZL books, the same is followed for preparing
and presenting licensed portion of business activity in the P&L account and

Balance sheet.

C. The MSEZL audited financial statements as at 31.03.2016 is enclosed as
Annexure . This set of information being further updated for preparing and

presenting fhe financials of APR for FY 16.

D. MSEZL has put in ifs best efforts to accurately bifurcate the entire business
fransactions intfo the “licensed” and "Non-Licensed” portion. It has all the
supporting records/documents in support of the exercise made. The
Company would be happy to provide any further information that would

be required by the Commission in this regard.

E. Besides, MSEZL has availed the services of its Statutory Auditors 1o verify and
certify the correctness of the methodology followed for segregation of
Balance sheet and the P&L pertaining to the licensed activity portion from
the overall of audited accounts of the Company for FY 16,
The independent report received from the Statutory Auditor is attached as

Annexure il

AL .
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In the following table, we have presented the audited figures of the Balance
sheet of the MSEZL as at 315t March 20146.

Rs.in Cr.
MSEZL Audited
PARTICULARS Figures as af 31st
March 2016
SHAREHOLDER'S FUNDS:
SHARE CAPITAL 50.00
RESERVES & SURPLUS 23.99
Total 73.99
LOAN FUNDS:
LOANS FROM STATE GOVT
LOANS FROM OTHERS- SECURED 471.26
LOANS FROM OTHERS- UNSECURED
FRESH BORROWINGS FOR CAPEX
Total
CONTRIBUTIONS, GRANTS & SUBSIDIES TOWARDS
COST OF CAPITAL ASSETS
OTHER LONG TERM LIABILITIES - D 25 72643
SECURITY DEPOSIT FROM CONSUMERS 3.89
LONG TERM PROVISIONS 0.86
DEFERRED TAX LIABILITY 21.31
GRAND TOTAL 1297.74
APPLICATION OF FUNDS:
NET FIXED ASSETS:
a} GROSS BLOCK 967.88
b} LESS: ACCUMULATED DEPRECIATION+AAD 43.44
¢} NET FIXED ASSETS 924.44
d) CAPITAL WORK IN PROGRESS 443.89
e} ASSETS NOT IN USE
f} DEFERRED COSTS
g) INTANGIBLE ASSETS 15.18
SUB TOTAL OF { ¢} TO (g) 1383.51
INVESTMENTS
LONG TERM LOANS AND ADVANCES 20.57
OTHER NON-CURRENT ASSETS
SUBSIDY RECEIVABLE FROM GOVT
SUB TOTAL 20.57
NET CURRENT ASSETS:
A. CURRENT ASSETS, LOANS & ADVANCES
a) INVENTORIES 0.05
CURRENT INVESTMENTS 23.31
b) RECEIVABLES AGAINST SALE OF POWER& 3491
- | OTHER RECEIVABLES . '
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c) CASH & BANK BALANCES 73.77
d} LOANS & ADVANCES and OTHER CURRENT 43 A5
ASSETS '
e) SUNDRY RECEIVABLES -
TOTAL OF A 177.49
B. CURRENT LIABILITIES AND PROVISIONS:
a) SECURITY DEPOSIT FROM CONSUMERS 0.59
b] BORROWINGS FOR WORKING CAPITAL
c) PAYMENTS DUE ON CAPITAL LIABILITIES
d) OTHER CURRENT LIABILITIES - D 25 270.95
e} SUNDRY CREDITORS-POWER PURCHASE
f} PROVISION FOR PENSION, GRATUITY,FBF etc.
g)PROVISION FORIT and FBT 12.29
TOTAL OF B 283.83
NET CURRENT ASSETS (A - B) (106.34)
GRAND TOTAL 1297.74

In the following ftable, the audited balance sheet of MSEZL is segregated into

balance sheets of licensed activity and Non-Licensed Activity is as under:

Rs. inCr
MSEZL Relating to Rgia’ring to
: Non- Licensed
. Audited Licensed Activity as
PARTICULARS Figures as at o
31st March Activity as at 31s
2014 at 31+ March 2016
March 2016
SHAREHOLDER'S FUNDS:
EQUITY SHARE CAPITAL - 50 00 50.00
(INCLUDING SHARE DEPQOSIT) '
EQUITY SHARE CONTRIBUTION 35.55
RESERVES & SURPLUS 23.99 27.54 {3.55)
Total 73.99 77.54 32.00
LOAN FUNDS:
LOANS FROM STATE GOVT
LOANS FROM OTHERS- SECURED 471.26 448.54 22.72
LOANS FROM OTHERS- UNSECURED
FRESH BORROWINGS FOR CAPEX
Total 471.26 448.54 22.72
CONTRIBUTIONS, GRANTS &
SUBSIDIES TOWARDS COST OF
CAPITAL ASSETS
OTHER LONG TERM LIABILITIES - D 25 726.43 726.43 -
SECURITY DEPCSIT FROM
CONSUMERS 3.89 0.18 3.71
LONG TERM PROVISIONS 0.86 0.86 -
DEFERRED TAX LIABILITY 21.31 19.66 1.65
GRAND TOTAL . 1,297.74 1,273.22 60.08
g Page 20 of 67
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APPLICATION OF FUNDS:
NET FIXED ASSETS:
a) GROSS BLOCK 967.88 902.98 64,90
b LESS: ACCUMULATED
D)IEPRECIATION+AAD 43.44 41.25 2.1
<) NET FIXED ASSETS 924.44 861.73 62.71
d) CAPITAL WORK IN PROGRESS 443.89 443.89 -
&) ASSETS NOT IN USE
f) DEFERRED COSTS
g) INTANGIBLE ASSETS 15.18 15.18 -
SUB TOTAL OF ( ¢) TO (g) 1,383.51 1,320.80 62.71
INVESTMENTS
LONG TERM LOANS AND 20.57 16.72 3.85
ADVANCES '
OTHER NON-CURRENT ASSETS - - -
SUBSIDY RECEIVABLE FROM GOVT
SUB TOTAL 20.57 16.72 3.85
NET CURRENT ASSETS:
A. CURRENT ASSETS, LOANS &
ADVANCES
a} INVENTORIES 0.05 0.05 -
CURRENT INVESTMENTS 23.31 23.31
b) RECEIVABLES AGAINST SALE OF 34.91 35.69 1.22
POWER& OTHER RECEIVABLE '
c) CASH & BANK BALANCES 73.77 68.45 5.32
d) Share Coniribution to Licensed 35.55 -
Activity
d) LOANS & ADVANCES and
O)THER CHURRENT ASSETS 43.45 42.79 0.66
&) SUNDRY RECEIVABLES
TOTAL OF A 177.49 205.83 7.21
B. CURRENT LABILITIES AND
PROVISIONS:
a}l  SECURITY DEPOSIT  FROM
CONSUMERS 0.59 0.03 0.56
b} BORROWINGS FOR WORKING
CAPITAL
c) PAYMENTS DUE ON CAPITAL
LIABILITIES
d) OTHER CURRENT LIABILITIES - D 25 270.95 257.82 13.13
e] SUNDRY  CREDITORS-POWER
PURCHASE
f)  PROVISION FOR  PENSION,
GRATUITY,FBF efc.
g)PROVISION FOR IT and FBT 12.29 12.29 -
TOTALOFB 283.83 270.14 13.49
NET CURRENT ASSETS {A - B) (106.34) (64.30) (6.48)
GRAND TOTAL 1,297.74 1,273.20 60.08

i
{
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3.0

The Balance sheet for the licensed activity is prepared considering all the
Assets — fixed assetfs, CWIP & current assets and Liabilities ~ shareholders’
funds, loans & advances and current Liabilities for the licensed portion
activity as at 31,03.2016.

The method adopted for the preparation and presentation is given in defail

below.

Fixed Asset - Licensed Activity:

The fixed assefs as on 315t March 2016 comprises of the followings as

per Table A:
Sl MSEIL - Total Amt. Rs. in
No. Cr.
i Lteasehold Land 6.17
2. Building and siructures 2.84
Plant and Machinery Substation
3. Transformers, Circuit breakers, other fixed 21.07

apparatus of rating 100 MVA and below
Towers, Poles, fixture, overhead conductors,

4 UG cables and devices 33.87
S5 Other items/Computers 0.03
b Other Civil Works - Roads 0.87
7 Furniture Fixtures 0.02
8 Office Equipmenis 0.02

MSEIL - Total 64.90

KTPCL has constructed 220/110KV MRSS adjacent to MSEZ area. KPTCL has
allotted two numbers of 110KV bays to MSEZL. Presently these two bays are
utilized to draw power to 110/33/11 KV GSS of MSEZL. MSEZL has iaid twin
circuits of copper underground cabiles of 110KV class 400 sgmm copper, for
tapping power from the above two bays of MRSS. The route length of the
twin circuifs, consisting of seven numbers of single core cabiles, is 1.9 KMS.

Further, downstream, MSEZL has constructed 110/33/11KV Grid Substation to
cater to the power requirement of the customers in MSEZ. This GSS consist of
2*20 MVA, 110/33 KV power transformers and 2*8 MVA, 33/11 KV power
transformers. The Grid substation can deliver up to 40MVA of power at 11KV

and 33KV voliage levels.

A
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3.1

The GSS was charged from 220/110 KV MRSS on 16.03.2015. The commercial
use of the GSS was w.e.f.01.04.2015. Thus, the entire power infrastructure
systems, comprising of the assets detailed as per Table A is capitalized by
MSEZL w.e.f. 01.04.2015.

CWIP - Licensed Activity:

The CWIP as at 31 March 2016 is NIL, as all the contract works pertaining to
licensed activity are executed and works completed. The CWIP as at the
beginning of the financial year and including the works executed in current

financial year is capitalized accordingly,

Depreciation - Licensed Activity:

The depreciation on licensed activity assets is charged o the Profit and Loss
account for FY 16 as per the depreciation rate contained in Annexure lif of
CERC Nofification 2009. In respect assets commissioned during the financial

year, depreciation is provided on a pro-rata basis.

Long Term Loans & Advances - Licensed Activity:
The deposits kept with MESCOM for drawing 20 MVA power and oulstanding

as on31s March 2016 is considered here,

3.2 Current Assels - Licensed Activity:

3.3

a. Receivables: The receivables outstanding against the sale of energy as
at 31 March 2016 are considered here.

b. Cash & Bank Balance: The cash and bank balance comprises of bank
balance towards the power disfribution business.

c. Other Current Assets includes accrued interest and VAT refunds.

Liabilities - Licensed Activily:

a. Deposits from Consumers: The consumer deposits are classified as a
long-term liability. In case of consumers, where the deposits becomes
payable in the ensuing financial year is classified as current liability.

b. Current Liabilifies: The monies withheld under coniractual terms/work
orders awarded towards licensed activity, statutory liability payable
towards TDS & Work Contract Tax thereon and interest payable on

consumer security depaosits, is considered here.
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. The Current maturities of long-term debt identified for licensed activity is

as considered part of current liabilities.

d. The tax liability arising out of the temporary timing difference on account

of differential depreciation rates under Income Tax Act, 1961 and CERC

nofified rates is accounted as deferred tax liability.

3.4 Capital Structure For Licensed Activity Business of MSEZL:

a) In the previous two ARR filings, we had prepared and presented the

b)

balance sheet initial capital structure for FY 14 and FY 15 & FY 14.
The method adopted for arriving at the debt and equity amount was
explained in detail in the FY 17 ARR filing from page number 27 to page
number 28. The same is recapitulated as under:
* The overall D: E ratio for MSEZL was 46:54 (including cost of land).
Excluding cost of land the D:E ratio works out to 62:38
* The D:Eratio for licensed activity was computed on similar basis.
e The Hon'ble Commission while determining the tariff for FY 16 and
also for FY 17 has considered D: E ratio of 70:30 as the capital
structure and applied the ratio on GFA at the beginning of the

year for approving the RoE and Interest on Loan.

Though the D:E ratio of MSEZ licensed activity as per its Balance sheet is
46:54 as stated above, for the regulatory purpose, in the current petition,
based on the order of the Hon’ble Commission for FY 14 and FY 17,we
have considered D:E ratio of 70:30 on GFA i.e. for compulation of interest
and finance charge and RoE calculation. These calculations are

furnished in Form A1, Form A4 and Form D9 of the excel file attached.

However, the segregation of licensed activity flows from the MSEZL
statutory accounting where the debt and equity is carried at historical
actual viz,, 46:54 ratio and the same is reflected in the Form A2 and Form
D? also.

FAkok
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4. Annual Perfformance Review ~ FY 14

4.1 MSEZL had filed its first ARR & Tariff proposal for FY 16 on 28.11.2014. The ARR
for FY 16 was proposed based on the best estimate projection of the

expendilure.

4.2 As referred in chapter 3 page 19, here, the books of account of MSEZL as
on 31 March 2016 is audifed. Further, the financial statement of MSEZL
Licensed Activity for FY 16 is dlso audited and an independent audit
certificate is issued by statutory auditors of MSEZL. The independent report
and segregation of the General Purpose financial statements of MSEZL, into
Llicensed and Non-licensed Activity by statutory auditors of MSEZL is

attached as Annexure H.

4.3 MSEZL is therefore submitting its APR based on 318t March 2016 annudal

audited accounts,

4.4 MSEZL would like to present the APR of FY 16 for the kind consideration of
Hon'ble Commission and have presented the same as under:
4,41 Operating Performance.
4,4.2 Financidl Performance.
4.4.1 Operating Performance:
a. Energy Sales:
In the tariff proposal for FY 16, we had proposed HT Industrial and HT
Construction consumer category. The actual sales vis-a-vis the energy
sales approved in Tariff Order — 2015 of KERC dated 03 March 2015 are

as follows:
FY 16 Energy Sales (in MUs)
Consumer Category
As Approved Actual
HT Industrial 72.63 12.12
HT Construction 5.87 2.00
Total 78.5 14.12

Mdjor variation is in the HT Industrial category HT Industrial energy sales

could not be achieved due 1o thefdemand side constraints of the
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consumers in MSEZ. At the time of filing, a redlistic and best estimate of
energy saies for FY 16 was made considering the demand estimates of
the different category of consumers. However, due to poor off take of
energy by OMPL, MSEZL was not able to achieve the anticipated sales.
OMPL has cited these reasons for lower energy consumption in FY 16 (i}
the interruptions in the Grid and the reliability factor in supply of energy
and (i) Their pending Grid synchronization issue.

. Power Purchase:

For FY 16, Hon'ble Commission had approved power purchase of 80.84
MUs. The actual power purchase in FY 16is 13.88 MUs. There is no supply
side constraint, however as highlighted in (a} above the demand side

constfraint has resulted in non-drawing of power by MSEZL.

Source | Energy Approved in Tariff Order- | Actual Energy in —
2015 - MUs MUs
MESCOM 80.84 13.88

. Distribution (Loss}/Gain:

Based on the best estimates available, at the time of filing the first tariff
application MSEIL projected a distribution loss of 2.9 % for FY 1é.
Subsequently, we appointed a technical consultani to study the load
flow, network configuration, energy flow etc. and to arrive at the
optimum levels of technical losses for the system. Thus, considering the
sales and number of installations for FY 16 we had revised and
projected a distribution loss of units 0.6 MUs at 1.75% loss level, during
the second tariff application.

However, considering the actual energy sales and energy available
and recorded af Interface (IF) point there is no ‘distribution foss’ during

the vear. In fact, results are showing a gain of 1.74%. The details are as

under:

sl

No. Particulars Units
1 POWER PURCHASE [(MUs) 13.88

ENERGY AVAILABLE AT INTERFACE POINTS

2 {MUs) 13.88
3 ENERGY SOLD [(MUs) 1412
4 DISTRIBUTION LOSS/(GA{;N) (%) [(2-3)/2] (1.74}
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MSEZL has carried out recdlibration of the consumers’ meters by RT
Division Mangalore, KPTCL in October 2015 and November 2015 and

the report is attached here as Annexure Ill. The details of calibration

report are as under:

I. Calibration was done for the metering system of 33/11 KV

voitage class consumers of MSEZL. The accuracy class of these
meters is 0.2 S for 33 KV level consumers and 0.2 S or 0.5 S for 11 KV

level consumers.

ii. As per the cdlibration report the % error of 33 KV voltage

consumers is less than 0.2% and for the 11 KV voltage consumers it

is less than 0.5%.

MSEZL on its part has taken all the necessary measures fo ensure that,

the meters are calibrated from time to time and despite this, there is a

gain in the system. Hence recognizing the distribution gain in the books

has become inevitable, and the Company has done the same.

4.4.2 Financial Performance:

In the following fable the P&L account of Licensed Activity as per the

audited accounts for FY 16 vis-G-vis, the ARR approved by the Hon'ble

Commission in the Tariff Order-2015 is prepared and presented as under:

Vick Président '
mMangalore SEZ Limited

Rs.in Cr.
FY 16 FY 16 As FY 16 -
Ref ARR . Aufj?]‘r g APR
approve e
;ogm— PARTICULARS E’]pToriff Accounts
Order -
2015
POWER PURCHASE (MU} 80.84 13.88 13.88
ENERGY AVAILABLE AT
T1/D1 | INTERFACE POINTS {MU) 80.84 13.88 13.88
72/D2 | ENERGY SOLD (MU) 78.50 14.12 14.12
DISTRIBUTION LOSS (%) 2.89% (1.74) (1.74)
INCOME
REVENUE FROM SALE OF
12/02 | POWER 52.22 11.88 11.88
TARIFF SUBSIDY FOR BJ/KJ & IP
T3/D3 SETS
13/D3 REV SUBSIDIES & GRANTS
T4/D4 OTHER INCOME 0.47 0.47
TOTAL . 52.22 12.35 12.35
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EXPENDITURE
T1/D1 | PURCHASE OF POWER 42.44 7.36 7.36
T5/D5 | REPAIRS & MAINTENANCE 0.34 0.34
T6/Dé | EMPLOYEES COSTS 0.84 0.40 0.40
T7/D7 | ADM & GENERAL EXPENSES 0.39 0.39
DEPRECIATION AND RELATED
18/D8 | DTS 1.96 2.19 2.19
T9/D9 | INTEREST & FINANCE CHARGES 523 4.30 4.30
SUB-TOTAL 50.47 14.98 14.98
T10/D10 | LESS: EXPENSES CAPITALISED:
-INTEREST & FINANCE
CHARGES CAPITALISED 0.84 0.55 0.55
“OTHER EXPENSES
CAPITALISED
SUB-TOTAL
T11/D11 | OTHER DEBITS {incl. Bad debfs)
T12/D12 | EXTRAORDINARY ITEMS
TOTAL EXPENDITURE 49.63 14.43 14.43
PROFIT {LOSS) BEFORE TAX 2.59 (2.08) (2.08)
PROVISION FOR TAXES
Current Tax
Deferred Tax 1.65 -
PROFIT {(LOSS) AFTER TAX (3.73) (2.08)
NET PRIOR PERIOD
T13/D13 | Debits/Credits
RETURN ON EQUITY 2.59 2.77 2.77
GAP - (6.50) | (4.84)

4.4.2.1 Power Purchase Cost;

The Hon'ble Commission in the Tariff Order — 2015 has approved the

power purchase rafe af Rs.5.25/unit. In FY 16, MSEZL has sourced the entire

power requirement from MESCOM only. The details are as under:

STATEMENT SHOWING DETAILS OF PP COST FOR FY 14

Source Energy Approved Power Average
in Tariff Order- in—-MUs | Purchase Cost PP/kWh
2015 MUs Rs. in Cr.
MESCOM 80.84 7.36

Notel: Apart from the approved retail supply tariff of Rs.5.25/kWh,

MESCOM has additionally charged Fuel Adjustment Charges also.

Note2: MESCOM vide letter
19.05.2015 requested MSEZL, to provide 33 KV power supply from MSEZL

tdengalore SEZ Limited

NoO.EEE/MNG-2/15-16/2269 dated
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GSS to MESCOM to feed the Baikampady Industrial 33 KV line, since the
double circuit 33 KV tower in Baikampady Industrial area has fallen.
MESCOM proposed that the units consumed and losses calculated at
3% of the energy consumed would be deducted from the monthly bills.
Hence, 44,606 units @ Rs.5.25/kWh were reduced in the MESCOM bills of
May 2015 and June 2015. Thus, to reflect the true PP cost, we have
increased the Power Purchase cost by Rs.0.02 Cr and comrrespondingly
considered the same wunder other income as Transmission Income
Rs.0.02 Cr.
4,422 0&M Expenses:
The O&M expenses comprises of (i} R&M Expense (i) Employee cost and
i) A&G General Expense. The Hon'ble Commission in its Order of March
2015 opined, “Allowing the O & M expenses considering the normative
inflation rate may not be feasible as MSEZ is a new entity and the details
of actual © & M expenses of previous are not available. Hence, the
Commission decides o provisionally O & M expenses at the rate of 1.5% of
the Gross Fixed Assetfs of Rs.55.76 Crores (closing GFA for FY15) by MSEZ.
The Commission therefore allows O & M expenses of Rs.0.84 crs for FY 14.”
In the light of the latest audited books of accounts of FY 16, we request
the Hon'ble Commission o allow as under the O&M expenses as per
actual for FY 16.

STATEMENT SHOWING DETAILS OF O&M EXPENSES FOR FY 14

Approved in Tariff Actual Expenses Difference
Order~2015Rs. in Cr Rs.in Cr Rs.inCr
0.84 1.13 0.29

Note: (i) In R&M expense, the GSS outsourced manpower cost,
consumables cost, testing & recdlibration charges, servicing of
electrical instruments, KPTCL statutory charges and etc is taken.

Note: (ii) In A&G expense, the GSS security charges, insurance premium
on fixed assets of GSS, professional and technical fess, KERC annudl
license fee, advertisement charges and etc is taken.

Note: (i) In Employee Cost: The share of direct employee cost and
shared Corporate Service Employee cost is taken.

Since we have considered the actual O&M expenses, we request the

Hon'ble Commission fo aliow the entire cost as claimed by us for the year.
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