
 

 

ANDHRA PRADESH ELECTRICITY REGULATORY COMMISSION 
#11-4-660, 4th Floor, Singareni Bhavan, Red Hills, Khairatabad 

Hyderabad 500 004 Phones: 23397 - 381, 399, 556, 656 Fax: 2339 7378 

 
R.P. No.1 of 2020,  

IN 
OP.No. 47 of 2017 

 
PUBLIC NOTICE 

 
In the matter of review of determination of tariff from  02-05-2015  to  31-03-2019 

for the electricity  supplied  by APPDCL from  SDSTPS to the  Distribution 
Licensees in Andhra Pradesh 

 
 
TAKE NOTICE that APSPDCL & APEPDCL have jointly filed a petition U/S            
94 (1) (f) of the Electricity Act, 2003 read with Regulation 8 of APERC              
(Conduct of Business) Regulations,1999 seeking review of the order dated          
02-03-2019 passed in O.P.No. 47 of 2017. The petitions are taken on the file              
of the Commission. The petitions and representations are placed on the website            
of the Commission for reference of all the stakeholders.  
 
2. The Commission invites views / objections / suggestions from any interested            
person/stakeholder in respect of the above-mentioned petition and        
representations. Views / objections / suggestions may be sent to the Secretary,            
APERC on or before the date of the public hearing at the above-mentioned             
address or through email to commn-secy@aperc.in and copies of the same may            
be sent to the petitioner.  
 
3. TAKE FURTHER NOTICE that the subject matter of the petitions and            
representations will be taken up for public hearing on 04-08-2020 at 11.00 AM in              
the Court Hall of the Commission at Hyderabad and any interested           
person/organization desirous of being heard in person, may appear before the           
Commission on the said date of the public hearing. 

 

 

Place: Hyderabad 
Date: 02.08.2020 

Commission Secretary​(i/c) 
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BHFORE THE

ANDHRA PRADESH ELECTRICITY REGULATORY COMMISSION
AT HYDERABAD

Review petition No.          of 2020 In

0.P. 47 of 2017

Irmhematterof:

Review Petition under Section 94(1Xf) of Electricity Act 2003  read with Regulation  8

of APERC (Conduct of Business) Regulations,1999 seeking review of the Order dated

02/03/2019  passed  in  O.P.  47  of 2017  for  determination  of tariff from  02/05/2015  to

31/03/2019  for the  electricity  supplied by APPDCL  from  SDSTPS  to the Distribution

Licensees in Andhra Pradesh.

Between..

1)     Southern power Distribution company ofAndhra pradesh Limited (APSPDCL),19-

13-65/A,   Kesavayanagunta,   Tiruchanoor   Road,   Tirupati-517   501.      Tel:   0877-

2284101  Email:  cmd southern Owera

2)     Eastern Power Distribution Company of Andhra Pradesh Limited (APEPDCL), P &

T  Colony,  Seethammadhara,  Visakhapatnam-530  020,Tel:  0891-2582329,  Email:

cmd@apeastempower.com;.

......petitioners

AND

Andhra Pradesh Power Development Company Limited, Vidyut Soudha,

Vijayawada -520004

.......Respondents

Review Petition under section 94 of Electrici

1.      This  Review  petition  is  preferred  to  be   filed  with  regard  to   the  order  dated.

02/03/2019, passed by this Hon'ble commission in O.P. 47 of 2017 in the matter of

determination  of  tariff  of  Sri  Damodaram   Sanjeevaiah  Thermal  Power  Station

(SDSTPS) Stage-I, (2x800MW) from 02/05/2015 to 31/03/2019.
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2.      The  Hon'ble  commission,  while  approving  the  capital  cost  of  Sri  Damodaram

Sanjeevaiah    Thermal    Power    Station    (SDSTPS)    Stage-I,    (2x800MW)    has

considered  the  Central  Electricity  Regulatory  Commission  order  for  Benchmark

Capital  Cost (Hard  cost),  dated  04.06.2012  and  determined the tariff for  SDSTPS

Project. However, it is to bring to your kind notice that certain costs such as start-up

fuel  of Rs.  48  Crores  and  Rs.   17  Crores  expenditure  towards  Civil  works  like

Guest  House,  street  lighting,  BT  road  for  ash  transportation    and  Rs.  5  cr.,

towards Ash pond Garlanding and surrounding Road will comes under the head of

Mandatory Package only. Hence,  the Petitioner begs to present this Petition for

review on the following, among other,

GROUNDS

A.     The  Hon'ble  Commission  have  considered  the  Startup  fuel  cost  of Rs.  48  Crores

beyond the mandatory package, which is erroneous. It is submitted that the Startup

fuel  cost  will  come  within  the  mandatory  package,  and  it  shall  not  be  allowed

separately  and  additionally.   The   same  was  also  stated  in  the  counter  filed  by

Review Petitioner/APDISCOMs  in  the  petition  filed  by the  Respondent/APPDCL

for   determination   of  Tariff.   It   is   submitted   that   the   Order   of  the   Hon'ble

Commission therefore requires to be reviewed as there is an error apparent from the

face of the record and also in the interest of justice. The reasons for considering the

said cost under the head of Mandatory Package is detailed below:

i.    The   expenditure   of  Start   Up   fuel   comes   within  the   ambit   of  head   of

Construction    & Pre-Commissioning Expenses at 3.0 of Form-5B at Part -I

of CERC  order dated 04.06.2012  in the matter of Benchmark Capital  Cost

(Hard   cost)   for   Thermal   Power   Stations   with   Coal   as   Fuel.   The   said

expenses  are  common to  all the  Thermal Power Plants,  and are not project

speciflc.
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ii.   Accordingly,  CERC while  approving the  generation tariff of Mauda  STPS,

Stage-I  (2x  500  MW)  of M/s  NTPC  Limited  in  Petition  No.  69/GT/2013

vide  its  order dated  21.09.2015  has  allowed  the  startup  fuel  cost under the

Hard   Cost  of  Bench  mark  capital   cost  (December'2011)   only,   and  not

treated    separately    and    additionally    over    and    above    the    Mandatory

Packagethard cost.

8.     The  Petitioner/APDISCOMs  submit  that  the  expenditure  of Rs.   17  Cr„  towards

Civil  works  like  Guest  house,  street  lighting,  BT  road  for  ash  transportation  and

Rs.    5    Cr.,   towards   Ash   pond   Garlanding   and    surrounding   Road   totaling

Rs.   22   Crores   also   covered   within   the   Mandatory  Package.   The   reasons   for

considering the said cost under the head of Mandatory Package is detailed below:

i.          As per the clarification and decision given by cERc for Issue No. 7 in its

CERC  order  dated  04.06.2012  with  regard  to  Scaling down  factors  in

case  of Greenfield  vs.  Brownfield  projects/Additional  units,   it  was

clarified   that   the   difference   between   Greenfield   and   Brownfield

projects  worked  out  on  account  of the  fact  that  Greenfield  project

requires newly established guest house.

ii.         As  per  Annexure-II  of  Bench  mark  hard  cost  of  CERC  order  dated

04.06.2012,  it was clearly stated that the hard cost covers the Grounding

& Lighting packages.

iii.       The expenditure towards the Road & Drainage and Area Development

for Ash Disposal was  covered under Civil Works within the  head of

Mandatory  Package  at  Point  2.13  of PART-I  FORM-5B  of CERC

order dated 04.06.2012 only.

3.      It  is  submitted that the  Order of the Hon'ble  Commission therefore  requires to be

reviewed  as there  is  an  error  apparent  from the  face  of the  record  and  also  in the
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4 interest of justice.

4.      If the  aforesaid  aspects  are  reviewed,  there  will  be  reduction  of 70  Crores  in  the

capital cost of Rs.10761.40 Crores.

Lindiation

5.      A Petition to condone  delay in filing the Review Petition beyond the period of 90

days as provided in Clause 49(1) of Regulation 2/1999, or the period of 30 days,  is

filedherewith.

Eeel

6.      The specified fees of Rs  12,500/-for review of a tariff order of the Commission is

being separately remitted.

Prayer

7.      For the above reasons and grounds,  and on such other reasons and/or grounds that

may  urged  during  the  course  of proceedings,  the  Hon'ble  Commission  may  be

pleased to review the Order dated 02/03/2019 passed in O.P. No. 47 of 2017, to the

extent submitted hereinabove,  and to pass such orders as the Hon'ble  Commission

considers fit and expedient in the facts and circumstances of the case.

pe,#-1
Chief General  Manager

IPC/APSPDCL

IPC/APSPDCL
Tirupati
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BEFORH THE
ANDHRA PRADESH HLHCTRICITY REGULATORY COMMISSION

AT HYDERABAD

Review petition. No.     of2020

In

0.P. 47 of 2017

IELthe matter of:

Review Petition under Section 94(1)(f) of Electricity Act 2003  read with Regulation  8

of APERC (Conduct of Business) Regulations,1999 seeking review of the Order dated

02/03/2019  passed  in  O.P.  47  of 2017  for  determination  of tariff from  02/05/2015  to

31/03/2019  for the  electricity  supplied  by APPDCL  from  SDSTPS  to  the  Distribution

Licensees in Andhra Pradesh.

Between:

1)     Southern  Power  Distribution  Company  of Andhra  Pradesh  Limited  (APSPDCL),

19-13-65/A,  Kesavayanagunta,  Tiruchanoor  Road,  Tirupati-517  501.     Tel:  0877-

2284101  Email:  cmd southern

2)     Eastern Power Distribution Company of Andhra Pradesh Limited (APEPDCL), P &

T  Colony,  Seethammadhara,  Visakhapatnam-530  020,Tel:  0891-2582329,  Email:

cmd@apeastempower.com;.

......Petitioners

AND

Andhra Pradesh Power Development Company Limited, Vidyut Soudha,

Vijayawada -520004

......Respondents

AFFIDAVIT VERIFYING THE REVIEW PHTITI0N

I, K.Santhosha Rao, S/o K. Yosupu, aged about 57 years resident of Tirupati working as

Chief General Manager/APSPDCL duly authorized by the parties to make this Affidavit

on their behalf do hereby solemnly affirm and state as follows on behalf of Applicant.

*
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1.      I am Chief General Manager (Projects & IPC)/APSPDCL, I am competent and duly

authorized by the Petitioners/Applicants  1  & 2 to affirm, swear, execute and file this

affidavit in the present proceedings.

2.      I have read and understood the contents of the accompanying Review Petition.  The

statements made in the accompanying Review Petition now shown to me are true to

my knowledge derived from the official records made available to me and are based

on information and advice received which I believe to be true and correct.

VERIFICATION

DEPONENT
Chief General Manage

lpc/APSPDCL
Tirupati

I, solemnly affirm at v;j4aauedquon this      qt^   day of 8ct`ucl[8  ' 2020.

Chief General Manager
lpc/APSPDCL

"rupati

+



Annexure-A

ANDHRA  PRADESH  ELECTRICITY  REGULATORY COMMISSION

4th  FLcor,  Singareni  Bhavan,  Red  Hills,  Hyderabad  500 004

0.P.No. 47 of Z017

a
I.A.No.Z8 of 2017

Dated.  02-03-2019

Present

Sri Justice G. Bhavan{ Prasad,  Chairman

Sri P.Rama Mohan, Member

ln the matter of

Determination of tan.ff for Sri  Damodaram Sanjeevaiah Thermal Power Station  (SDSTPS)

Stage-I  of APPDCL for the period from 05.02.2015 to 31.03.2019

Between:

Andhra pradesh  power Development company Limited (APPDCL)                  .... Petitioner

AND

Southern Power Distribution Company of Andhra Pradesh Limited  (APSPDCL)

Eastern  Power Distribution Company of Andhra Pradesh  Limited  (APEPDCL)

..Respondent(s)

The   petition   has  come   up  for  Public  hearing   lastly  on   04-01-2019   in   the

presence  of  Sri  K.   Gopal  Choudary,   learned  counsel  for  the  Petitioner  and  Sri  P.
Shivarao,  learned  standing counsel for the  Respondent(s)  and  Sri  M.  Venugopala  Rao

and Sri M.  Thimma Reddy,  learned objectors.  After carefully considering the material

available   on   record   and   after   hearing   the   arguments   of   all   the   parties,   the

Commission passed the following:



.

ORDER

A petition filed  under section  62 of the Electricity Act,  2003,  to determine the

tariff  from  05.02.Z015  for  the  rest  of  the  control  pen.od  of  FY2014-2019  for  the

supply  of  electricity  generated  by  the  applicant  from  Sri  Damodaram  Sanjeevaiah

Thermal  Power  Station  (SDSTPS)  Stage-I  (2X800  MW)  to  the  respondent  Distribution

Licensees at the rates proposed  by the applicant and/or as otherwise determined  by

the    Commission  in  accordance  with  law  and  as  the  Commission  considers  fit  in  the

facts and circumstances of the case. The important facts of the case according to the

petitioner are as hereunder:

a.     A  Power  Purchase  Agreement  (PPA)  dated  22nd  November,   2010  was  entered

between  APSPDCL,  APEPDCL,  APNPDCL and  APCPDCL,  being the four  (4)  DISCOMs

of  the  erstwhile  Andhra  Pradesh  State  and  Andhra  Pradesh  Power  Development

Company Limited.

b.    The  State  of Andhra  Pradesh  was  bifurcated  into  two  States viz.  Telangana  and

Andhra   Pradesh   w.e.f.   2nd   June,    2014   as   per   the   Andhra   Pradesh   State

Reorganization Act,  2014.

c.     The  Andhra  Pradesh  Electricity  Regulatory  Commission  (APERC)  of  the  erstwhi`e

Andhra  Pradesh  State,  vide  its  letter  dated  23.08.2014,  has  returned  the  PPA

dated    22nd    November,    2010   of   2x800   MW   SDSTPS    Stage-I,    for   want   of

jurisdiction..

d.     The    Chairman    and    Managing    Director    (CMD)/Transmission    Corporation    of

Telangana   (TSTRANSCO)   vide   letter   dt.18.04.2015   addressing   the   Executive

Director/Southern   Region   Load   Dispatch   Centre   (SRLDC)  has  requested   not  to

schedule power from  SDSTPS to TS DISCOMs as power is not  required.  The Power

Systems  Operatton  Corporation  Ltd.,  vide  their  letter  dt.27.04.2015  addressed

the  Chief  Engineer/  State  Load  Dispatch  Centre  (SLDC),  APTRANSCO  informing

that,  in view of the  request  made  by CMD/TSTRANSCO,  the  power from  SDSTPS,

Kn.shnapatnam  will  be  scheduled  as  per  requirement  of  APSLDC.   Accordingly,

APPDCL has to sell its power to  DISCOMs located in AP  only.

e.     APPDCL  has  sent  a  proposal  for  sale  of  90%  power  generation   to  APDISCOMS.

Based on  the proposal of APPDCL,  APPCC in  its  meeting dated  22.06.2016 took a

decision  that APPCC  agreed  to  the  proposal  of APPDCL to sign .the  PPA with  two

DISCOMs  i.e.  APSPDCL  a  APEPDCL  for  90%  of  the  project  capacity  since  SDSTPS

2



being situated  in  SPSR Nellore District falls geographically in the State of Andhra

Pradesh.  APPDCL  and  APDISCOMS  have  entered  into  an  amended  and  restated

Power purchase agreement on 24.08.2016.

f.      APPDCL claimed  the capital cost of Rs.12,630 Cr.  as certlf{ed  by its Auditors and

the breakup is as hereunder.

S. Description Actual Capital
No. Cost(Rs.Cr.)

1 EPC Contracts a Consultancy services 7314

2 ECCS 156

3 Supervision 169

4 Land 140

5 Development charges a others 101

6 Estt.  8: General charges 50

7 Others:  08:M Mobilization,  start-up fuel, 82
legal, contingeney etc
Sub Total 8012

8 Financjng charges 8: lDC up to scheduled 2957
commissioning

Sub Total 10969

9 SWIO 268
10 Transmission  lines 22
11 Township 123

12 Taxes 8: Duties 407
13 PVC  up to scheduled  commissioning  I 338

14 Exchange Rate Van.ation for KFW loan 350
upto scheduled commissioning

15 Water Treatment plant 2
16 INITIAL SPARES at 4% df Major Equipment 35
17 Fish  Barrier 45
18 Balance Green belt 5

19
Ash pond Garlanding and surrounding

5Road
20 Groyens extension 40
21 Balance CSR works 4

Z2 Civil works like Guest house,  street 17
lighting,  BT road for ash transportation

Total 1 2630
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2.   Along with  capital  cost  determination,  filings were  made  for determination  of

tan.ff  for  the  control  period  2014  to  2019.  The  fixed  cost  filed  for  the  period

from  FY2014-15 to FY2018-19 is as follows (Rs.  Cr.)

S.NO. Description
FY FY FY FY FY

20 1 4- 1 5 2015-16 2016-17 2017-18 2018-19

(Rs.Cr.) (Rs.Cr.) (Rs.Cr.) (Rs.Cr.) (Rs.Cr.)

1 RoCE 155.08 1419.03 1756.97 1536.14 1521. 36

2 Depreciation 47.61 289.55 342.05 345.31 348.57

3
Annual O8Mexpenses 23.04 233.41 314.41 335.29 357.55

4
Total AnnualfixedCharges

225.73 1 941 . 99 2413.43 2216.74 Z227.48

5
90% of TotalAnnualFlxedCharges

2o3 .1 6 1 747. 79 2172.09 1995.07 2004.73

a.  The rate of interest charged  by Power Finance Corporation  (PFC)  is  12.5% upto

2017 and  subsequently the interest  rate  has come down  to  10.2%.  Considering

the reduction in the Interest rate,  Return on Capital Employed  (RoCE) was filed

separately  for  the  first  three  years  and  the  last  two  years.   RoCE  filed  for

FY2014-15   to  FY2016-17  is   13.4%   and   it  is   11.8%  for  the  years   FY2017-18   8:

FY2018-19.

b.  As  per APERC  Regulation  1  of 2008,  depreciation  has to be charged  as  per the

rates of Mnistry of Power notification dated 21.03.1994. To avoid front loading

in  the  tariff,   the  tenure  of  the  loan  is  revised  for  longer  tenure  and  the

depreciation  as  per  the  Companies  Act,  2013.  This  will  ensure  benefit  to  the

end consumers.

c.   The  Operation  and  Maintenance  (08:M)  cost  is  filed  as  per  Central  Electricity

Regulatory  Commission  (CERC)  Regulations,  2014.  In  addition  to  the  normative

O8:M  Charges  as  per  CERC  regulations,  20%  was  additionally  claimed  towards

pay  revision  commitment of 2014  as  the employees working in  APPDCL  are  on

deputation from APGENCO.

d.   SDSTPS is  built with  super critical technology and  the benefits can  be  realized

when   units  are  operated   at  a  capacity  of  660MW  or  above.   If  the  unit  is

operated  below  660MW,  the  benefits  of  super  critical  technology  will  not  be
4
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realized.  The  operating  parameters  are  proposed  separately  for  sub-critical

and super-critical.

Parameter Sub-critical Super-critical

Station  Heat Rate 2450 kcal/ Kg Z302  kcal/Kg

Aux.  Power
7.5% 6.5%Consumption

Sp.  Oil Consumption 2.0 ml/kwh 2.0 ml/kwh

Availability 80% 80%

3.   The tariff  petition  was taken  on  file of the Commission  by assigning 0.P.No.47

of   2017   and   a   Public   Notice   was   issued   on    10-10-2017   inviting   views   /

suggestions /  objections of interested persons  / stakeholders to be sent to the

Secretary / APERC on or before 5.00 PM on  31 -10-2017 and tt was also informed

that  the  matter will  be  taken  up  for  Public  Hearing  by  the  Commission  on  04-

11 -2017 at  11.00 AM in  its Court  Hall at Hyderabad.

4.   The  petitioner  has  also  filed  an  lnterlocutory  Application  in  the  Commi.ssion  on

29.11.2017,    which    was    assigned    I.A.No.28    of    2017,    essentially    praying    the

Commission to direct the  respondent distribution  licensees to pay an interim tariff

of  Rs.4.04  per  unit  for  the  energy  supplied  by  the  petitioner  to  the  respondents

during  FY2017-18  pending  disposal  of the  main  petition  and  subject  to adjustment

upon final determination of tariff by the Commission.

5.   In  response  to the  main  tariff petition,  APDISCOMS  have filed  their counter on

16.02.2018.  The submissions of APDISCOMs are as follows:

a.   The capital cost in their calculations is:

S. Description Actual Capital
No. Cost  (Rs.  Cr.)

1 Mandatory package as per CERC norm 8048
2 lDC  and  FC  to be allowed 1043

3 Exchange rate Variation 0
4 Land cost 78
5 Tab(es and duties 0
6 Transmission lines township etc. 261

Total 9429
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b.    The  mandatory  package  is  as  per  CERC  benchmarking  capital  cost  ordered

on  04.06.2012.  According to CERC  order,  the  base year is  December,  2011

and  cost  per MW  is  Rs.4.79  Cr.  per MW  and  with  the  annual  escalation  of

5%,  the  benchmark  cost  works  out  to  Rs.5.03  Cr.  per MW  for  the  project

scheduled  to be commissioned  by February,  2013.  The mandatory package

filed   by   the   petitioner   is   excess   by   Rs.468   Cr.   when   compared   with

mandatory package cost as per CERC order.

c.    As  per  the  petitioner,  the  Interest  During  Construction  (lDC)  is  Rs.2957Cr.

which  is  higher than  the  lDC  considered  in  the  Power  Purchase Agreement

(PPA)  dated  22.11.2010  i.e.   Rs.1043Cr.  The  increase  in  lDC  is  due  to  the

delay  in  execution  of  the  project  by  30  months.  The  Hon'ble  Supreme

court  in  its  order  dated  22.09.2016  in  respect  of  civil  appeal  no.1652  of

2015  between  Electricity  department,  Port  Blair  Vs.  Surya  Chakra  Power

Corporation  Limited  has  set  aside  the judgment  of  the  App'ellate Tribunal

in  allowlng  Increase  in  lDC  for  delay  in  execution  of  the  project.  Even  as

per  the  judgment  of  Appe`late  Tribunal  for  Electricity  in  various  appeals
vide  284  of  2013  a  205  of  2012,  the  said  claims  need  to  be  disallowed.

Hence,  lDC  may be limited to Rs.1043  Cr.  as per PPA dated  22.11.2010.

d.    The   petitioner   has   claimed   Foreign   Exchange   Rate   Variation   (FERV)   of

Rs.350  Cr.  for  determination  of  capital  cost.  The  Foreign  Exchange  Rate

Variation   should   not   be   allowed   as   per   the   clause   10.10   of   APERC

Regulations  1  of 2008.  Furthermore,  the  lDC  was  computed  at  higher  rate

of 12.5% per annum and hence FERV should not be allowed.

e.    As per Central Electricity Authority (CEA) guidelines the land  requirement is

1072  Acres  for  1600 MW.  The  pet"oner  acquired  total  land  of  1494  acres

which  is  39% higher than  the  requirement  and  land  cost  may  be  limited  to

Rs.78 Cr.  as per PPA dated  22.11.2010.

f.    The  project was implemented  with Mega  Power status.  The+e was delay in

implementation  of the  project.  Hence,  APDISCOMS should  not be burdened

with  taxes  and  duties  incurred  by the  petitioner  after scheduled  COD  and

they may be disallowed.



13

9.    The weighted average interest rate is 9.01% considering the interest rate of
10.2%   for   PFC,   0.75%   for   KFW   loan-1    and   5.31%   for   KFW   loan-2.   The

weighted   average   RoCE  works  out  to   10.96%.   Hence,   RoCE  proposed   is

10.96% for the control period.

h.    The  O8:M cost  as  per CERC  Regulations  is  Rs.14.4  Lakhs/MW during 2014-15

and  Rs.18.38  Lakhs/MW during 2018-19.The  petitioner claimed  higher O&M

cost and  O&M cost  may  be  regulated  as  per regulations or actual expenses

incurred whichever is less.

6.   APPDCL  has  filed  its  rejoinder  on  04.05.2018  on  the  counter  filed  by  APDISCOMS.

The submissions are as follows:

a.   The  benchmark capital  cost  indicated  by  CERC  is  not  a  mandatory fixation.  It was

stated  in  the  order  itself  that  it  is  a  tool  to  guide  prudence  check  and  without

intending to replicate micro detailing.  It does not preclude the special or specific

.   facts and  circumstances of each  project which  have to  be examined on  their own

merits. The following special features /facilities are required in this project.

Sea water intake and out fall                   Rs.   268 Cr.

External coal conveying system               Rs.156   Cr.

Startup fuel                                                        Rs.      48 Cr.

Total                                                                  Rs.   472 Cr.

b.   There  is  no  provision  either  in  the  PPA  dated  22.11.Z010  or  in  the  amended  PPA

dated 24.`08.2016 for considering the Scheduled Commercial Operation  Date  (SCoD)

as 22.02.2013.

c.   The  lDC  as  per  the  respondents'  counter  itself  works  out  to  Rs.  1089  Cr.  for  one

year  on  Rs.  8713  Cr.  @  12.5%.  Hence,  the  contention  of the  respondents  that  the

lDC should  be  limited  to  Rs.  1043  Cr.  is without a  reasonable  base or justification.

The IDC works out to Rs.  Z183  Cr.  even though the project is completed in 5 years.

The  COD was  delayed  due  to  State  bifurcation  issues  and  the  impact on  lDC  is  Rs.

353  Cr.  on  account  of  delay  in  declaration  of  CoD.  In  addition,  there  are  other

delays beyond the control of the APPDCL.

d.   The  taxes and  duties comprise  of  non-exempted  sales  tax  under  mega  policy  and

excise duties and sales tax on steel and cement etc.

e.   The  claim  of  Rs.350Cr.   towards  foreign  exchange  was  erroneously  made  while

computing   the   capital   cost  originally.   On   re-examination   of  the   issue   by   the

7
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experts  and  also  analyzing  the  issue  legally,   it  is  found  that  the  cost  on  this

account  cannot  be  termed  as  Foreign  Exchange  Variation  and  it  is  to  be  in  fact

brought under the  head,  `EPC  contracts  and  consultancy services'.  This is  because

of   the   fact   that   Rs.271    Cr.   was   the   difference   between   the   Indian   Rupee

Equivalent   of   the   imported   equipment   as   per   the   first   estimate   and   actual

expenditure.   The   balance   of   Rs.79   Cr.   is   by   the   way   of   revaluation   of   the

outstanding llabllity made as per the accounting procedure being followed and the

same may not be considered as part of the capital cost.

f.   The capltal cost break up with the above modifications is as follows.

S.NO. Description ActualCapitalCost(Rs.Cr.)

1 EPC Contracts a Consultancy services .        7585

2 ECCS 156

3 Supervision 169

4 Land 140

5 Development charges a others 101

6 Estt.  a General charges 50

7 Others:  OaM Mobilisation,  start-up fuel,  legal,  contingency etc. 82

Sub Total 8183

8 financing charges  alDC  up to scheduled commissi.oning 2957

Sub Total 1 1 1 40

9 SWIO 268

10 Transmlsston  lines 22

11 Township 123

12 Taxes a Duties 407

13 PVC up to scheduled  commtssioning 338

14 Exchange  Rate Variation for KFW loan  upto scheduled  commissionln! 0

15 Water Treatment plant 2

16 INITIAL SPARES  at 4%  of Major  Equipment 35

17 Plsh  Barrier 45

18 Balance Green  belt 5

19 Ash  pond  Garland{ng and  surrounding Road 5

20 Groyens extenslon 40

21 Balance CSR works 4

22 Civil works  like Guest house,  street  lighting,  BT road  for ash 17
transportation

Total 12551
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9.   The  ROCE  is  computed  based  on  PFC  interest  rates.  The  rates  of 0.75%  and  5.31%

are  between  Col  a  KFW  and  payable  at  prevailing  exchange  rate.  APPDCL  has  to

reimburse  the actual  cost  incurred  by  Govt.  of  India.  The  rate of interest is  12.5%

for PFC in the first 3 years of the control period and  10.2% in the last 2 years of the

control   peri.od.   As   per   Regulation,   single   cost   of   debt   is   to   be   determined

considering  the  generating  company's  proposal  and  present  cost  of debt,  market

conditions  etc.  Accordingly APPDCL  has  proposed  cost of debt  at  12.5%  and  10.2%

for the first 3 years and the next two years respectively.

h.   O&M  costs   are   taken   as   per   CERC   Regulations,   2014  with   additional   provision

towards pay revision of 2014,  as the employees of APPDCL are on deputation from

APGENCO.

7.   The office of the Commission has submitted a report on the issues involved  and

the responses of APPDCL/APPCC are as hereunder.

I   Mandatory package:

The  difference  in  mandatory  package  is  Rs.468  Cr.  and  APPDCL  indicated  specific

costs   of   Rs.472   Cr.   to   this   project.   APPDCL   is   required   to   demonstrate   the

prudency of the said cost with reference to similar projects.

APPDCL   Response:    Prudency   cannot   be   shown   by   any   reference   to   similar

projects,  more particularly when such similar projects cannot be identified  having

regard  to  the  particular  situations  and  circumstances  prevailing  at  this  project

site. The prudency of the expenditure is shown by the necessity of the expenditure

and  the  procurement  process  undertaken  in  incurring  the  expenditure.  The  sea

water  intake  and  outfall is an  essential  part of the  project  and  is  marked  by  the

particular  and  peculiar  conditions  and  circumstances  at  the  project  site.  As  per

M/s  WAPCOS,  consultants,  the  estimated  cost  of  sea  water  intake  and  outfall  is

Rs.201  Cr.  as  per  2011  rates.  Tenders  were  invited  and  finalized  to  an  amount of

Rs.268   Cr.   Similarly   the   external   coat   conveying   system   is   an   essential   and

necessary  part of the project and work was awarded duly calling for tenders.  The

cost  of  the  work  is  Rs.156  Cr.   against  an  estimated  amount  of  Rs.166  Cr.  The

amount  of  Rs.48  Cr.   is  necessary  for  startup  fuel  before  commissioning  of  the

project.
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fl.   Interest during Constmuctlon(lDC)

What is the cost towards lDC and finance charges if the project 1.s completed as per

Scheduled   COD   and   views   of   APDISCOMS   on   the   reasons   for   the   deL.ay   and

consequent increase in lDC on grounds of state bifurcation?

APPCC  Response:  APPDCL  in  their  letter  dated  16.11.2017  indicated  the  dates  of

schedule  COD  of  the  project  as  22.08.2012  for  unit-1   and  22.02.2013  for  unit-2.

The  state  was  bifurcated  on  02.06.2014  and  the  claim  of  the  petitioner  that  the

delay is due to uncertainties on account of State bifurcation is not tenable.

APPDCL  Response:  There  is  no  agreed  SCOD  and  time  taken  for  the  COD  of  the

units in PPA. The reasons for increase in  IDC were dealt in the rejoinder.

fll. Taxes and duties

What  is  the  cost  due  to  taxes  and  duties  if  the  project  is  completed  within  the
schedule  COD  and  whether  Mega  Power  status  has  any  bearing  on  the  taxes  and
duties claimed?

APPDCL Response:  Under Mega Power policy imported items have been exempted

from  payment  of custom  duty  and  indigenous  items  except  steel  and  cement  are

exempted  from  payment of excise  duty.  Indigenous  items  are  liable  to  sales  tax.

APPDCL  has  paid  excise  duty  on  steel  and  cement  and  sales  tax  on  all  indigenous

items.  There is no increase in taxes and  no excess amount was  paid towards taxes

even  for  the  supplies/work done  beyond  any  normative  or  hypothetical  schedule

COD.   Taxes   and   duties   have   been   claimed   at   actuals   as   per   the   terms   and

conditions of relevant purchase orders.

tv.  Land cost

Reasons  for  increase  in  land  cost  from  Rs.78  Cr.   to  Rs.140  Cr.  and  what  is  the

criterion for land allocation between stage-I  and stage-ll.

APPDCL  Response:  The  advance  possession  of  the  entire  land  required  for  the

project  was  taken  from  the  State  Govt.   at  the  initial  stage  itself  and  actual
transfer / alienation and payment of land cost was subsequently done from time to

time  based  on  compensation  orders  issued  by  revenue  authorities  from  time  to

time.  The  land  cost  was  Rs.7  lakhs  per Acre  during  2007  and  the  same  was  Rs.40

lakhs  per acre during 2018 as fixed  by revenue authorities. The  infrastructure and

facilities  are  common  for  stage-I  and  Stage-ll  and  land  to  the  extent  of  51  acres

will be for stage-ll.

10
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v.    ROCE

APPDCL and  APDISCOMS  need  to explain  the facts  and  figures to take a  decision in

the matter.

APPCC  Response:  APPDCL,  in  their  letter dated  16.11.2017 submitted  the  rate Of

interest as  10.2% for PFC loan,  0.75% for KFW portion-1  and  5.31% for portion-2.

APPDCL Response:    Clause  12.1  Of regulation  1  of Z008  provides for single cost of

debt  to  be  determined  considering  the  generating  companies  proposal,  present

cost   Of  debt  and   market   conditions.   The   foreign   ourrency   loan   agreement   is

between  the  KFW  and  the  Col.  The  loan  from  Col  to  APPDCL  through  GOAP  and

APGENCO is a rupee loan. The debt 9erviee in  rupees Of such  rupee loan from Col  is

by  reimbursement  of  the  debt  serviee  cost  Of  the  Col.  The  APPDCL  has  proposed

rate Of interest based  on  PFC  interest  rate and  RoCE  has to  be worked  out in  line

with  1  Of 2008 regulation.

8.   Further,   in   response   to   the   Public   Notice,   certain   objections   have   been

received  in  the  Commission  on  various  dates  and  the  parties  to  the  petition

have  also  furnished  replies.  The  names  Of the  objectors  and  the  summary  of

objections and replies are as hereunder:

(i)    Sri M.  Venugopala Rao,  Sen]or Journalist and  Convenor,  Centre for  Power
Studies;  Sri  8.  Tulas{das;  Sri  Ch.  Naraslnga  Rao,  Member Communist  Party
Of India;  Sri A.  Punna  Rao,  Vljayawada and  Sri  P.  Madhu,  State  Secretary,
Communist Party Of India (Marxist):

(a`    Oblection:    A   power    purchase    agreement    (PPA)   should    be   judged

fundamentally  from  three  angles:   (a)  need  for  purchasing  power  from  the

project concerned  for the period specified  to meet  demand growth;  (b) cost
effectiveness   and   various   options   available   to   get   power   at   the   lowest

possible or competitive tariff in given circumstances,  various options availal)le

for  selecting  generator/supplier  of  power  and  the  legality  and  propriety  of

the   procedure   adopted   for   the   same   and;   (c)   propriety   and   legality   Of

provisions  in  the  PPA  and  their  adverse  impact  on  tariff  to  be  paid  by  the

consumers.    While   publie   hearing   in   O.P.No.26   Of   2016   relating   to   PPA

between   APPDCL  and   AP   Discoms  for   purchasing  90%  Of  power  from   the

subject  project was completed  on  20.6.2017  and  the same was  reserved  for

orders,  the subject petition  was filed  by APPDCL  It was submitted  earlier on

21.6.2017  in  O.P.No.26  of  2016,   inter-aL fa,   that  "in  view  of  availability  of

11
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surplus  power  on  a  large  scale  and  approval  Of  the  Commission  in  the  tariff

order  for  2017-18  for  despatch  Of  a  partial  quantum  of  power  from  SDSTPS

and   some   other   projects   whose    PPAs   are    pending    before   it   for   us

consideration,    we   once   again    request   the   Commission   to   exercise   its

legitimate authority to direct APPDCL to submit application for determination

of   capital   cost   and   tariff   for   SDSTPS,   take   up   it   along   with   PPA   for

consideratton,  for the reasons explained above and earlier,  among others,  and

issue  appropriate orders to  ensure  orderly development of power sector and

reasonable   tariff   to   the   consumers   Of   power.    It   is   necessary   for   the

Commission also to take a holistic and comprehensive view Of the whole issue

for giving its orders. " Contrary to the submissions of APPDCL during the public

hearings   in   O.P.No.26   Of   Z016   that   they   would   submit   application   for

determination  Of capital  cost  and  tariff within  30  days  after the  Commission

gives its consent to the PPA,  the Company has submitted the subject petition
even while order on the PPA is yet to be given by the Commission.

ReDlv Of APPCC:  This project was conceptuelized  in 2009 to,meet the ensuing

demand  Of  the  State  and  considered   the  same  in   long  term   studies.   The

project  is  fnclnded   in   resource   plan.   APPDCL  have  filed   tariff  application

before APERC for determination  Of the tariff.  t`low  both  the matters  (PPA and

tariff) are pending before APERC.

ReDlv   Of  APPDCL:   APPDCL   a   APDISCOMs   entered   into   PPA   and   same   was

submitted  to  the  Commission  and  the  orders  are  reserved.  APPDCL  has  now

also   filed   the   petition   for   determf nation   of   tariff   under   section   62   of

Electridty Act,  2cO3.

(J]) Q!|e£!!g±:  Needless  to say,  without determining  the  permissible  capital cost

Of a  power project,  the tariff to  be  paid for purchasing  power from  it in terms of

the  PPA  concerned   cannot   be  determined,   when   the   said   project   is  selected

through  the  route  of  memorandum  Of  understanding.  The  subject  project fa`ts  in

this  category.   In  the  subject  petition,  APPDCL  claimed  a  total  capital  cost  Of

Rs.12,630  Cr.  for  completion  Of    Stage-I  of  SDSTPS.     Based  on`that  and  applying

various   parameters,   APPDCL  has  claimed   annual  fixed   charges  on  yearly   basis

ranging   from    Rs.203.16   Cr.    for   2014-15    to   Rs.2004.73    Cr.    for   2018-19    plus

indicative energy charges. The    Commission is requested to consider the following

12
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points, among others, for determination of capital cost of the subject project:

i.    In  both  the  original  PPA  signed  between  the  four  DISCOMs  of the  erstwhile  AP

and  APPDCL  and  the  amended  and  restated  PPA  signed  between  the  two  AP

DISCOMs and  APPDCL,  contrary to applicable  regulations and standard  practice,

Commercl.al  Operation  Date  (COD)  of  the  units  Of  the  subject  project  to  be

achieved   from   the   date   of   investment   approval/financial   closure   is   not

specifically    stated,    obviously,    with    a   view    to    absoMng   APPDCL   of    its

responsibility  to  commit  and  declare  COD  of  the  uni.ts  of  the  subject  project

within stipulated  periods as per appll.cable regulations.  CoDs of the two units of

the subject project need to be considered as per applicable regulations.

ii.   In  the  minutes  of  the  meeting  of  APPCC  held  on  22.6.2016,  it  is  incorporated

that the financial closure of Sri Damodaram Sanjeevaiah Thermal Power Station

2x800 MW  was  achieved  on  26.2.Z007.    It  is  further  incorporated  that  APPDCL

declared  the  project  CoD  as  24.8.2015  with  a  delay  of  38  months  as  per  the

CERC  norms.

iii.  Based  on  applicable  regulations,  delay  in  declaration  of  COD  of  the  project

should   be   determined.   After   financial   closure,   increase   in   interest   during

construction   (lDC),   financing   charges   (FC)   and   increase   in   other   costs   like

overheads  a  price  escalation  after  scheduled  COD  are  invariably  linked  with

delay in implementation of the project. As such, they should be disallowed.

iv.  The work that was intrinsically  inevitable for declaration of CoD  of units of the

project,  if not completed  within the scheduled  time`ines,  would  lead  to delay

and   escalation   of   cost.   Therefore,   for   the   failure   of   APPDCL   and   their

contractors   in    declaring   CoDs    by    applicable   scheduled    dates,    whatever

additional  expenditure,  whether  in  the  form  of  lDC,   FC  or  price  escalation,

increase  in  overheads,  increase  in  cost of  BTG  contract,  increase in  remaining

cost or in any other form that arises as a result of such failure, claimed to have

been   incurred   by  APPDCL  for  such  works  after  scheduled   CoDs,   should   be

disallowed.

v.   Terms  and  conditions  for  payment  of  liquidated  damages  by  APPDCL  to  AP

DISCOMs  for  delay  in  declaring  COD  in  time  need  to  be  taken  into  account.

After   determining   the   period   of   delay   in   declaring   COD   as   per   standard

practices  and   regulations,   the  Commission  has  to  determine  the  amount  of

13
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liquidated  damages  and  reduce  the  same from  the  capital  cost of the  subject

project.

vi.  As admitted  by APPDCL,  it availed customs duty exemption for au the imported

items and excise duty exemption for all the indigenous items,  except steel and

cement,  under Mega Power policy Of the Col.

vfi.   For  purchase  Of  equipment  and  execution  Of  the  subject  project,  orders were

given to several companies and services Of several companies were engaged for
resolving   various   problems   that   had   cropped   up   during   executton   Of   the

project, as explained by APPDCL and documents provided to us. The reasons for

delays,   who  is   responsible  for  such  delays,   provisions  for  making  insurance

claims  and  seeking  liquidated  damages  or  penalties  from   the  companies  or

contractors concerned  who  were  responsible for  such  delays as  per terms  and

conditfoiis Of contracts concerned need to be examined and determined.

vviti.   Artiele  10.8 Of Regulation  No.1  Of 2008 Of the Commission says,  inter.alfa,  that
"the   Capital   Cost   as   determined   above,   shall   also   include   further   capital

expenditure  incurred,  if  any,   up  to  the  first  financial  year  closing  one  year

after the date Of commercial operation Of the last unit Of the project,  its stage

or  the  unit,  as  the  case  may  be,  is  admitted  by  the  Commission."    ln  other

words,  further  capital  expenditure  claimed  to  have  been  incurred  after  one

financial   year   from   the   applicable   COD   should   rrot   be   admitted   by   the

Conmissfon.

ix.  CERC,  in  its tariff  regulations Of 2014,  has  made  it clear that  ln  case  the  time

over-run  beyond  SCOD  is  rot  admissible  after  due  prudence,  the  increase  of

capital  cost  on  account  Of  cost variation  corresponding  to  the  period  of  time

over  run  may  be  excluded  from  capitalization  irrespective  Of  price  variation

provisions   in   the   contracts   with   supplier   or   contractor   Of   the   generating

company  or  the   transmission   licensee."  These  guiding   principles   should   be

followed as a part and parcel of prudence check.

x.   The  final  capital  cost  of  Rs.7.893  Cr.  per  MW  Of  the  subject  project,  with  its

capital  cost  revised  from  the  originally  estimated  Rs.8654.15  Cr.  to  Rs.12630

Cr.,   ts very much on the higher side and unjustifiable.

ReDlv   Of  APPCC:   As   per   CERC   norms,   the  time`ine   for  completion   of   the

project  is  58  months.  APDISCOMS  have  estimated  capital  cost  to  the  tune  of

14
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Rs.9429   Cr.   duly  considering   CERC   norms.   llowever  APERC  will  finalize  the

tariff after prudent check and duly following the Regulations in vogue.

ReDlv  Of  APPDCL:   As   per  the   PPA,   the  tariff  determining  authority  is  the

Commission.   As   per   PPA   and   as   per   regulations,   the   capital   cost  will   be

determined  by the Commission  after prudence check.  The capital expenditure

incurred for the project is  Rs.12,630 Cr.  as certified  by the statutory auditors

and  CBAG.

APPDCL  has  provided  the  reasons  in  the  tariff  petition  itself  as  "Factors  8:

circumstances towards the increase of the capital cost of the Project".

The   capital   cost   of   the   project   cannot   be   comparable   with   sub-critical

technology  and  capital  cost  has  to  be  determined  duly  considering  super-

critica` technology benefits and reasons riientioned in the tariff petition.

(c`  Obiectfon:   Reducing  impermissible  components  of  claimed  capital  cost  Of  a

power  project  by  regulatory  bodies  is  a  standard  practice.    A few  examples  are

given herounder:

i)    ln  its order dated  6.5.2015,  CERC  has reduced  the capital cost from  Rs.7774.88

Cr.  claimed  by  lndira  Gandhi  Super Thermal  Power  Project  (three  units  Of  500

MW each Of Aravali  Power Company  Pvt.  Ltd.  at Jhajjar in  Haryana) claimed  by

the Company to  Rs.73Z2 Cr.  (Rs.4.88 Cr.  per MW).  The actual CoDs Of the three

units Of the projects were delayed dy a few months.

ii)   ln its order dated  6.7.2015,  CERC  has reduced  the capital cost from  Rs.3852.45

Cr.  claimed  by  Koderma  Thermal  Power  Station  (unit-I  Of  500  MW  Of  Damodar

Valley  Corporation  in  Jharkhand)  to  Rs.2327  Cr.  (Rs.4.65  Cr.  per MW).  CoD  of

the unit was delayed by 37.5 months.

ffi)  ln  its order dated  8.2.2016,  CERC  has reduced  the capital cost from  Rs.5623.19

Cr.  claimed  by  Vallur  Thermal  Power  Project  (two  units  of  500  MW  each  Of

NTPC Tamil Nadu  Energy Company Ltd.  at Vauur)  to  Rs.5533.48 Cr.  (Rs.5.53  Cr.

per  MW).  CoDs  Of  the  units  were  delayed  by  21.63  months  and  24.5  months

respectively.

iv)  Regarding  the capital  cost  and  tariff Of  2x600 MW  thermal  project  of  Singareni

Collieries  Company  Limited  with  which  TS' DISCOMs  had  entered  into  a  long-

term  PPA,  TSERC  approved  a  capital  cost  Of  Rs.7575.26  Cr.  against  the  final

capital   cost   of   Rs.8540.22   Cr.   claimed   by   the   Company,   thereby   reducing
15
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capital  cost  to  the  tune  Of  Rs.964.96  Cr.TSERC,  in  its  order  dated  6.12.2016,

reduced  fixed  charges  from  Rs.2.43  per  kwh  claimed  by  SCCL  to  Rs.1.74  per

kwh  for  the  year  2017-18  and  from  Rs.2.41   to  Rs.1.86  per  kwh  for  the  year

2018-19.

v)   ln  its  order dated  5.6.Z017,  relating  to  multi-year  tariff for  the  projects  Of TS

Genco,  TSERC  has  reduced  the capital  cost from  Rs.4645.57 Cr.  claimed  by the

Genco to Rs.3905.03 Cr. for the year 2017-18.

ReDlv Of APPCC:  APDISCOMS have estimated the capital cost to the tune of Rs.

9429  Cr.  duly  considering  CERC  norms.  However,  the  Cornmission  will  finalize

the tariff after prudent check and duly following the Regulations in vogue.  M/s

SCCL  filed  an  appeal  before  APTEL against TSERC  on  determirration  Of  capital

cost Of 2x600 MW thermal project

of   APPDCL:    The    Commission    will approve   the   capital   cost   duly

examining the  issues  referred  after  prudent  check.  The various orders  Of the

CERC cited are not relevant for the instant petition.

The  capital  cost  Of  a  project with  super-critical  technology  is  not  comparable

with   sub-critical   technology   and   capital   cost   has   to   be   determined   duly

considering  super  critical  technology  benefits  and  also  the  reasons  mentioned

in the tariff petition.

(il)  Sri  M.  Thinma  Reddy,  Convener,  PeopLe's  Monltorlng  Group  on  Electrlcttty
Regulations,  Dt. 04.11.2017.

(a` Oblection:  The Project CoD Of Sri  Damodaram  Sanjeevaiali  Thermal  power

Station   (SDSTPS)   was  declared   on   24th   August   2015.   The   petition   for   PPA

approval  was  filed  before  the  Commission  one  year  after  declaration  Of  CoD.

The  present  application  for  tariff  determination  was  filed  in  September  2017

i.e.  more  than  two  years  after  project  COD.  The  CoD  of  the  first  unit  was

declared  on  5th  February,  2015.  The application  Of approval,Of  PPA as well as

capital cost  and  generation  tariff Of this  plant  should  have  been  filed  before

the Commission much earlier.

When CoDs of the two units were already declared,  for unit  -1  on  5.2.2015 and

for  unit-2  on  24.08.2015,  there  does  not  seem  to  be  any justification  for  rrot

submitting the PPA and the capital cost and seeking consent Of the Commission

to  the  same  in  time,  i.e.,  much  before  the  scheduled  CoD  as  agreed  in  the

Original PPA.
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ReDlv  Of APPCC:  The  delay  in  execution  of  the  project  by  APPDCL cannot  be

attributed to APDISCOMS.

ReDlv   Of   APPDCL:   The   original   PPA   was   entered   with   Four   Distribution

Companies   and    consequent   to   the    bifurcation    of   the   State,    amendecld

AAgreement  is  entered  into  with  two  Distribution  Companies  of  AP.  Ilie  tariff

determination authority is CERC as per original PPA and the same was amended

as APERC.

APPDCL a APDISCOMs entered  into amended  PPA and the same was submitted

to the Commission  and the orders are reserved.  APPDCL has now also filed the

petition for determination of tariff under section 62 of Electricity Act-2003.

tot Objection:  According to an earlier PPA signed  between APPDCL - developer

Of  the   plant   and   DISCOMs  dated   22.11.201.0  capital  cost   of  the   plant  was

Rs.8,654.15   Cr.  According to the  present  application  for the determination  of

ttariff,  capital  cost  Of  the  plants  stands  at  Rs.12,630  Cr.  This  means  that  the

ccapital cost  has increased  dy Rs.3,976 Cr.  i e.  by 46%.  The revised capital cost

Of  the  project  works  out  to  Rs.7.89  Cr.   per  MW.   It  is  important  to  closely

serutinize  the  capital  cost  Of  the  plants  as  claimed  by  the  developers  and

accepted  by the APDISCOMs.

This   hike   in   capital   cost   of   the   SDSTPS   is   abnormal,    unjustifiable   and

cdetrirnental  to  the  interest Of electricity consumers  in  the  State.  The details

and  reasons for inerease  in  the capital cost Of the  projects should  have  been

filed with the Commission for prudence check and considering the same for its

determin;tton  and  Of the  tariff.  As   a  part  and  parcel  Of  prudence check,  the

Commission  has to examine   all   relevant factors   relating to capital cost   and

procedures   adopted   for   the   project   for   bidding   process   and   terms   and
conditions  in  giving  contracts  to  the  companies  who  executed    the  project,

reasons   for   delay,   if   any,   in   imp`ementing   it   and   declaring   COD   as   per

schedules  agreed  to  in  the  original  PPA,  originally  agreed  dates  Of  financial

closure,  COD,  clauses for  penalty for delay,  altocatton  Of fuel to the  project,

permissible tariff,  arrangement for evacuation of power from the project etc.
The  present  petition  by  APPDCL does  not  provide  any  meaningful  information

on different segments of capital cost incurred.

Initially  capital  cost  of  the  2x800  MW  thermal  power  plant  was  pegged  at

Rs.8,432   Cr.   By   the   time   Of   the   2010   PPA   the   capital   cost   clinbed   to
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Rs.8,654.15  Cr.  Within  no  time  capital  cost  increased  dy  Rs.  220  Cr.  By  24th

August,  2016  when  the  present  PPA was  submitted  the capital  cost shot  up  to

Rs.12,630 Cr.  According to section  3.4 of the Amended  and  Restated  PPA "the

Capital cost as per PPA dated  22-11-2010 is  Rs.8,654.15  Cr.  But APPDCL revised

the  capital  cost  to  the  tune  Of  Rs.12,630  Cr".  That  is,  the  capital  cost  of the

plant  iricreased   dy  whopping  46EL   Such   an   increase  in   capital  cost   raises
doubts.

In  the  present  context  it  will  rot  be  out  Of  place  to  compare  SDSTPS  with

Thermal powertech  Corporation  (TPCIL).  The TPCIL plant is also located  in  the

rome geographical area  at  Krishmapatnam Of Nellore district.  The execution  Of

TPCIL  plant  started  quite  some  time  after  the  work  on  SDSTPS  started..  TPCIL

requested  preponement  Of  schedule  delivery  date  from  1.4.2017  to  1.4.2015

due to early commissioning Of the units.  While TPCIL advanced the COD by two

years,  SDSTPS  delayed  COD  dy  three  years.   For  the  year  2015-16,  while  unit

cost   of   TPCIL   was   Rs.3.58   it   was   Rs.4.31    in   the   case   Of   SDSTPS.    Power

procurement cost from SDSTPS is higher by more than  20% compared  to  power

procured  from  TPCIL   Financial  burden  due  to  delay  in  commissioning  Of  the

plant  shall  not  be  shifted  on  to  the  consumers  but  it  has  to  be  borne  by
APPDCL,  developer  Of  this  power  plant,  whose  inefficieney' in  executing  the

project resulted in escalatfon Of project cost.

ReDlv  Of  APPCC:  APDISCOMS  have  estimated  capital  cost  to  the  tune  Of  Rs.

94Z9  Cr.  duly  considering  CERC  norms.  However,  the  Commission  will  finalize

the  tariff  after  prudent  check  and  duly  following  the  Regulations  in  vogue.

APDISCOMS rejected  the claim  of APPDCL towards the increase in  lDC.

ReDlv  Of  APPDCL:   As  per  the   PPA,   the  tariff  determining  authority  is  the

Commission.   As   per   PPA   and   as   per   regulattons,   the   capital   cost  will   be

determined  by the  Commission  after  prudence check.  The  capital expenditure

incurred for the project is Rs.  12,630 Cr.,  as certified  by the statutory auditors

and CBAG.

APPDCL  has  provided  the  reasons  in  the  tariff  petition  itself  as  "Factors  a

circumstances toward the increase of the capital cost of the Project".

The   capital   cost   of   the   project   cannot   be   compared   with   sub-critical
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technology  and   capital  cost   has  to  be  determined   duly  considering  super-

critical technology benefits and reasons mentioned in the tariff petition.

(c} Obiectlon:  One Of the important  reasons for increase in  capital cost  is the

interest  during  construction  (lDC).   IDC  and  related  charges  have  gone  up  to

Rs.2,957 Cr.  forming 23.41% of the total  projected  cost.  This is a result of the

delay  in  execution  of the  project which  is  an  indication  of inefficiency  of the

developers in executing the project in time.  Electricity consumers in the State

shall not be made to suffer due to inefficiency of the project developers.

IDC  for  the  period  beyond  scheduled  CoD  shall  not  be  allowed  as  part  of  the

capital   cost   Of   the   plant.   According   to   Clause  40   (5)   Of  CERC  Terms   and

conditions  of Tariff  Regulations 2004,  In  case of delay in  commissioning as  set

out  in  the  first  approval  Of  the  Central  Government  or  the  techno-economic

clearance Of the  Authority,  as  applicable,  interest during construction  for  the

period  Of  delay  shall  rot  be  allowed  to  be  capitalized  for  determination  of
tariff.

The  financial  closure  Of  Sri  Damodaram  Sanjeevaiah  thermal  Power  station

2x800MW    had    been    achieved    on    26.2.2007.    Following    prudent    project

execut{oh   norms,   the  CoD  Of  the  first   unit  should   have  been  declared   by

26.10.2010,  i.e.  44  months  from  the  date  of financial  closure  and  CoD  of the

second   unit  and  project  COD  should  have  been  achieved   by  26-4-2011,   six

months   from    the   COD   of   the   first    unit.    The   same   was   declared    on

24.08.2015.There   was   delay   of   more   thah   four   years   in   starting   power

generation from these units.

After financial closure,  due to delay in execution of the project by 52 months,

Interest during Construction  (IDC),  financing charges (FC) and increase in other

costs  like  overheads  and    price  escalation  after  scheduled  COD  increased  and

they  are  invariably  linked  with  delay  in  imp`ementation  Of  the  project.   As

such,  those additional expenditures should  be disallowed.  The very purpose of

agreeing to  and  incorporating  scheduled  CODs  in  a  PPA  is  to  ensure  that   the

project  is  commissioned     accordingly  so  that  the   benefit  of  murming  it  by

generating  ,   and   supplying      power   to   the   DISCOMS      which      means   their
consumers,  materializes in time and cost escalation due to delay is avoided.  If

CODs  are  delayed,   it  automatically  increases  lDC,   and   Project     cannot  be

commissioned,   thereby  depriving     the  procurers  of  Supply  of  power     with
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attendant problems   like Imposing power cuts   or   purchasing   additional power

from  other sources in  the  market at  higher tariffs.  That is the  reason  why it  is

generally  treated  that  time  is  the  essence  of  an  agreement.  Therefore,  the
developer  is  obligated  to  adhere  to  agreed  CODs  and  is  not  entitled  to  claim

lDC,  FC  and  increase  in  other  costs  like  overheads  and  price  escalation  after

the Scheduled CoD.

The Commission is requested to allow lDC and  related financial charges only up

to the scheduled  project CoD i.e.  26-4-2011.

Interest during construction  shall  be calculated  according to CoD arrived  at on

the  basis  of  the  date  of  financial  closure  achieved   i.e;   26.2.2007.   As  the

Project execution starts with the achievement of financial closure, capital cost

of the project has to be decided according to this date of financial closure,  but

not 2016 PPA which was filed  before the Commission  after CoD of the both the

units was declared.  Including only prudent costs demands disallowing lDC  after

project  COD  as  calculated  from  the  date  of financial  closure.  The  foundation
stone for this power project was laid on July 17, 2008 more than one year after

the financial closure.  At that time COD of Unit-1  which was scheduled for May,

2010,  was changed to July,  2012 and CoD of unit-2 was shifted from November,

2011  to January,  2013.

In  the  CAG  report  it  is  mentioned  "The  estimated  cost  (August,  2006)  of  the

project as  per the  Detailed  project  Report  (DPR)  was  Rs.  8,432  Cr.  As  per the
DPR,  the  scheduled  Commercial  Operation  Dates  (COD)  of  the  project  were

August,  2012  for  Unit-1   and  February,  2013  for  Unit-2.  According  to  report  in

the Hindu dated  10,  February,  2012,  CoD of unit-1  will be Ma;ch,  2013  and that

of   unit,2   wil`   be   September,   2013.Total   capital   cost   of   the   project   was

reported to be Rs.8,432 Cr.

Tata  project  Ltd.  was  awarded  Bop  packages for this  project  with  27-02.2009

as   the   Zero  date.   All  works   related   to   the   Unit-1   were   scheduled   to   be

completed  in  36  months  and  Unit-2  in  39  months.  According  to  this  time-line,

plant  should  have  been  ready  by the year 2012.  But the  commissioning of the

plant was delayed by 3 years.

Turbine   and   generator   works   were   awarded   to   LaT.    L8:T   had   achieved

assembling and  successful  testing of 800 MW Turbine Generators for the 2x800

MW  SDSTPS  in  June,  2011.   It  was  considered  a  record  achievement  in  India.
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Despite  such  a  record  achievement,  the  developers  in  agreement  with  the

APDISCOMs declared  COD of the first  unit on  5th  February,  2015 and the  COD of

the second  unit was declared  on  Z4th  August,  2015.  The  PPA for approval  was

filed  one year after declaration of CoD Of the second unit,  and application for

determination  of  generation  tariff  was  filed  two  years  after  declaration  of

project CoD.

Unit-1  of SDSTPS was synchronized  on  31st March,  2014.  But the CoD of unit  -1

was  declared  on  5tl`  February,   2015.  There  is  a  gap  of  10  months  between

synchronization  Of  the  plant  and  declaration  of  CoD,  which  is  unusual.  The

above  sequence  Of  events  made  to  demand  that  the  delay  in  achieving  COD

must  squarely  be  placed  on  the  developers  and  higher  IDC  due  to  delay  in

launching the power generation shall not be shifted on the consumers through

power tariff.

Given  the inordirrate delay in  declaring CoD due to inefficient execution  of the

plant,  lDC  shall  be  limited  to scheduled  CoD Of the  project as calculated  from
tthe date of financial closure.

ReDlv  Of APPCC:  The  delay  jn  execution  of the  project  by  APPDCL cannot  be

attributed  to  APDISCOMS.  However,  it wouid  be  more appropriate  for APPDCL

to   furnish   the   reply   for   delay.   APDISCOMS   rejected   the   claim   Of   APPDCL

ttowards the increase in lDC.

of  APPDCL: The delay  in  project  execution  has  resulted  in  increase  in

project  cost  due  to  increase  in  lDC  and  foreign  exchange variation.  The  main
reasons for the delay are:

SDSTPS  is a green  field  project and  being the first project to implement Super

Critical   technology   has   to   face   all    the   difficulties   in    transferring   the

technologies    from    foreign    manufacturers    which    resulted    in    delay    in

commissioning of the Project.

Even   though,   all   statutory  clearances  were  obtained   in   time   a   all   major

contracts  were  finalized  well  in  advance,  certain  delays  occurred  mainly  in

supply  and  commissioning  of  major equipment  and  finalizing designs of  Boiler

and    related   equipment   by   BHEL   i.e.    delay   in   transfer   of   supercritical

technology by SG contractor.
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Since all the agencies including APPDCL/APGENCO are new to the super critical

technology which is implemented in SDSTPS for the first tf me in a public sector

uuti`ity  in   India,   number  Of  engineering  issues   have   cropped   up  during   the

execution Of project and the same have been resolved effectively by involving

engineers   from   Alstom/USA,   Mitsubishi   Heavy   Industries   /Japan,   Mitsubishi

Electric   Company   /   Japan,    Emerson/Singapore   8.   USA,    HTC/China,    Clyde

Union/UK   etc.,    apart   from    Engineers   of   BHEL,    LaT,    TPL   and    Project

Consultants M/s Desein.

Poor  soil  conditions  spectflc  to  the  site,   procedural  delays  in  getting  MOEF

clearances  for  revised  location  Of  ash  pond  and    delay  in  exchange  Of  inputs

among main contractors have contributed to the Delay.

A|art  from  the  above  delays  in  project  completion,  declaration  of  COD  has

delayed    due   to   State    bifurcation    issues,    power   evacuation    issues    and

environment  issues.    In  spite  of the  above,  APPDCL was  able  to  complete  the

project  as  the  first  thermal  power  project  with  super  critieal  technology  in
Publie Sector.

The   Commission   will   approve   the   capital   cost   duly   examining   the   issues

referred after prudent check.

(d`  Oblectlon:  If  the  delay  in  achieving  CoD  Of  the  plants  was  because  Of

contractors  of  BTG  and  Bop,  then  liquidated  damages  have  to  be  recovered

from them as should  have been provided in contracts with them.  If the delay in

execution  of the project was due to the developer then  the burden  has to  be

borne by the developers and the same cannot be shifted on to the consumers.

Though  the  present  PPA has  ro  provision  for  liquidated  damages  for  delay  in

declaring CoD,  the Commission shall be within  its power to order inelusion of a

provision even in this fate stage to protect consumers' interests.

In  the  context  of  liquidated  damage  GAG  in  its  Report  rated,  "As  there  was

delay in  execution  of the works by M/s  BHEL,  the company   recovered   (March

2014)  Rs.240  Cr.   towards  LD.   Audit  observed  that  Company  refunded   (July

2014) the LD to  M/s BHEL even though M/s BHEL had been slow in execution of

works  against  approved  schedules,  which  consequently affected  the  schedule

Of  M/s      L8.T  for   the   erection   Of  TG   and   M/s   TPL   (for   BOP   works)"   and
"However,  the  refund  of  LD  was  a  violation  of  terms  and  condition  of  the
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agreement and was  not in best financial interest Of the Company."

The Commission is requested to recover the liquidated damages from BHEL and

adjust it towards the capital cost.

ReDlv  Of APPCC:  There  is  ro  provision  for  liquidated  damages  in  any  of  PPAs

with  Central  and  State  Public  sector  undertakings.   Further,   APPDCL  should

submit liquidated damages levied on the EPC contractor to claim the reduction

on capital cost.

ReDlv Of APPDCL:  There is  no provision  for Liquidated  Damages in  the PPAs of

Central and State PSUs.

Major equipment like Boiler,  Turbine,  Generator and  associated control system

at  all  the Thermal  Stations of the APGENCO  and  Turbine  a  control  systems at

many Hydel projects Of APGENCO were supplied  by M/s BHEL  During overhauls

Of  the  units  and  during  failure  Of  critical  equipment,   the  OEM  spares  and

Technical services of BHEL are essentially required  to bring back the Units into

service at the earliest possible time.

M/s  BHEL,  a  PSU  company is continuously raising the issue Of imposition  Of levy

of  LD  for  the  execution  Of  SG  contract  Of  SDSTPS  Stage-I,  stating  that  even

NTPC is not levying any penalty on them.

To maintain  cordial  relationship with M/s BHEL and  keeping in view the future

requirement  of  spares  and  services  from  BHEL,  APPDCL  Board  has  discussed

and   revie\^red  the  issue  in  detail  and  decided  to  waive  50%  of  LD  amount

imposed  on M/s BHEL,  in  the interest Of APPDCL/APGENCO.

(el Oblecttom ln the project cost,  Rs.350 Cr.  was allocated towards exchange

rate variation for KFW loan.  In the PPA,  there is ro mention about risks related

to  foreign  exchange  rate  variation.  As  such,  the  same  shalt  not  be  allo\ved

under the project cost.

Also,   according  to  Clause   10.10  Of  Regulation   1   of  2008,   foreign  exchange

variation  (FERV)  risk  shall  rot  be  allowed  as  a  pass  through.   Following  this

APPDCL's claim of Rs.350 Cr.  towards foreign exchange rate variation shall  rot

be allowed .

ReDlv  Of  APPCC:   APDISCOMS  have   rejected  the  claim  Of  FERV  in-line  with

10.10 Of APERC  Regulation  1  Of 2008.
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of  APPDCL: The  KFW  loan  is  at  a  lower  rate  of  interest  and  including

foreign exchange variation,  it is cheaper option than the domestic loans.

(f`  Obfectton:  According  to  clause  3.13  the  PPA,  any  revenue  earned  by  the

ggenerating   company   from   sale   Of   infirm   power   after   accounting   for   fuel
expenses  shall  be  applied  for  reduction  in  capital  cost.   Following  this,   the

revenue   realized   from   sale   Of   power   between   31st  March,   2014   and   5th

February,  2015 shall  be  used  to bring down  capital cost of the  power plant.  In

this  context,  what  is    the  quantum  Of  revenue  earned  by  SDSTPS  on  sale  Of

infirm power after accounting for the fuel expenses and whether it was used to

reduce the projected capital cost Of the project?

Reolv   Of  APPCC:   APPDCL  has   claimed   only   Fuel   Cost   during   Infirm   Power

period.

of  APPDCL: APPDCL  has  claimed  only  Fuel  Cost  during  Infirm   Power

period.

(fl  Oblectlon:  According  to  the  present  application  to  fix  generation  tariff  in

the project cost Rs.4 Cr.  were allocated towards balance CSR (Corporate social

Responsibility)  work.  Works  related  to  CSR  are  expected  to  be  taken  up  with

funds out Of profit earned by the entities and it cannot be made part of capital

cost Of plant.  As such the same shall rot be allowed under the project cost.

TThe  present  petition  mention  balance  CSR works.  Total  CSR expenditure  over

and   above   this   Rs.4   Cr.    also   shall   not   be   allowed   as   part   of   capital

expenditure.

ReDlv Of APPCC:  As approved  by APERC.

ReDlv Of APPDCL:  As per the TOR issued  by the MOEF 8. CC  CSR works are  to be

carried out during Project implernentatlon stage itself to meet the regulations.

Hence,  CSR is included in the project cost.

(qt  Ob]ection:  Compared  to the  2010  PPA,  capital  cost Of  the  plant increased

by  Rs.3,976  Cr..  While  IDC  and  related  charges  account  for  Rs.2,957  Cr.  ancd

foreign   exchange  variation   account  for   Rs.350  Cr.   the  developers   have  to

explain  the  reasons for additiorial cost Of more than  Rs.650 Cr.  apart from  lDC

and related charges and foreign exchange variation.

Factors and circumstances that led to the current capital cost Of the project as
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noted  by  APPCL  at  Appendix-1   only  goes  to  show  inefficieney  of  the  parties

involved in properly designing and executing the project.

It   was   mentioned   that   Declaration   of   COD   was   delayed   due   to   several

unforeseen  issues  and  circumstances  arising  out  of  bifurcation.  There  was  ro

mention   Of   what   were   these   unforeseen   issues   and   circumstances.    How

bifurcation   Of  the   State   is   related   to   delay   in   declaration   Of  Coo   is   not

understood .

ReDlv Of APPCC:  As approved  by Commission.

•   ReDlv  Of APPDCL:  The  delay  in  project  execution  has  resulted  in  increase  in

project  cost  due  to  increase  ln  lDC  and  foreign  exchange variation.  The  rnain
reasons for the delay are:

SDSTPS is a green field  project and  being the first  project to implement Super

Critical   technology   has   to   face   all   the   difficulties   in   transferring   the

technologies    from    foreigr    manufacturers    which    resulted    in    delay    in

commissipning Of the Project.

Even  though,   all  statutory  clearances  were  obtained     in  time  8.  a`l  major

contracts  were  finalized  well  in  advance,  certain  delays  occurred  mainly  in

supply  and  commissioning of major equipment  and  finalizing designs of  Boiler

and   related   equipment   by   BHEL   i.e.,    delay   in   transfer   of   supercritical

technology by SG contractor.

Since   all   the   agencies   including   APPDCL/APGENCO   are   new   to   the   super

critical  technology  which  is  implemented  in  SDSTPS  for  the  first  time  in  a

publie  sector  utility  in  India,  number  of  engineering  issues  have  cropped  up
during the execution  of project  and  the  same  have  been  resolved  effectively

by  involving  engineers  from  Alstom/USA,  Mitsubishi  Heavy  Industries  /Japan,

Mitsubishi  Electric  Company  /Japan,   Emerson/Singapore  8:  USA,   HTC/China,

Ctyde  Union/UK  etc.,   apart  from  Engineers  of  BHEL,   L8:T,  TPL  and   Project

Consultants M/s Desein.

Poor  soil  conditions  specific  to  the  site,   procedural  delays  in  getting  MOEF

clearances  for  revised  location  Of  ash  pond  and    delay  in  exchange  of  inputs

among main contractors have contributed to the Delay.

Apart  from  the  above  delays  in  project  completion,  declaration  of  COD  has

delayed    due   to   state   bifurcation    issues,   power   evacuation   issues   and
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environment  issues.    In  spite Of the  above,  APPDCL was  able to complete  the

project  as  the  first  therrna`  power  project  with  super  critical  technology  in
Publie Sector.

APERC  wi``  approve  the  capital  cost  duly  examining  the  issues  referred  afterr

prudent check.

(h)  Oblectlon:  The petition  filed  by APDISCOMs for approval of PPA mentioned

that  SDSTPS  had  got  the  Mega  power  Status  approved  by  Gol.  As  the  SDSTPS

cornes  under  mega  power  policy,  concessions  availed  under  this  facility  shall

be used to bring down total capital cost of the plant.

APPDCL   is   reported   to   have   availed   customs   duty   exemption   for   all   the

imported items and excise duty exemption for all the indigenous items except

steel and cement under mega power policy of Government of India. This should

have ensured  reduction  of capital  cost  and  ensured  lesser capital cost Of thee

project.

ReDlv Of APPCC:  As approved  by Commission.

ReDlv  Of  APPDCL:   APPDCL  has  availed   Customs  Duty  exemption  for  all  the

imported  items and  Excise Duty exemption  for all the indigenous items except

steel  a  cement,  under  Mega  power  policy  Of  Govt.  of  India  which  is  already

reflected in the project cost.

TThe capital cost is subject to approval of Commission.

(i`  Oblectfon:  According  to  clause  3.16  Of  the  PPA  target  PLF  for  incentive

shall  be  80%.  Form  3  on  page  29  Of  the  present  petition  also  mentions  targeet

PLF as 80%.  This  is  based  on  clause  15  Of Regulation  1  of 2008  of APERC.  In  the

meantime  CERC  Revised  target  PLF  for  ineentive  to  85%.   During  this  period

technological  changes  enabled  higher  efficiency  of  power  plants.  Sub-critical

power plant technology is  being  replaced  by super-critical  technology.  SDSTPS
is  based  on  super-critical  technology.  As  PPA  is  going  to  be  in  vogue  for  the

next 25 years,  it is to be seen  that consumers in  the State are  also  benefitecd

from   the   new   technology.   While   requesting   to   revise   the   Regulation   in

questton,  the Commission  is also requested  to inelude target  PLF of 85% in  the

present  PPA  itself.   The  commisston  js  within  its  powers  to  include  such  a

provision   in   the  PPA.   According  to  clause  20  Of  Regulation   1   Of  2008,   the

Commission  may  at  any time  add,  vary,  alter,  modify  or  amend  any  provision
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of  the  Regulation  According  to  clause  21   of  the  Regulation  "Nothing  in  this

Regulation  shall  be  deemed  to  limit  or  otherwise  affect  the  powers  Of  the

Commission  to  make  such  orders  as  may  be  necessary  to  meet  the  ends  of

justice as to process Of the Commission.   Allowing the present target PLF (80%)
will be doing grave injustice to electricity consumers in the State.

In  the  context  Of  target  PLF,   it  is  important  to  take  note  Of  clause   10  of

Regulation  1  of  2008.  According  to  this  Clause,  "provided  that  the  norms  of

operation   specified   in   this   Regulation   shall   rrot   preclude   the   generating

company  and  the  distribution  Lieensee from  agreeing  upon  improved  norms of

operation  and  in  such  a  case,   such  improved  norms  shall  be  applicable  for

determination  Of  tariff".  Form-2  page  28  Of  the  petition  mentions  that  the

plant is based on super-critical technology.

At  para  6.1  of its  petition  APPDCL  has  mentioned  that  there  are  no  norms  in

APERC  Regulation  1  of 2008 for power plants of such  high  capacity.  At para 6.3

of its petition APPDCL,  in the context of allowing O8.M expenses,  it argued,  "it

is     therefore  necessary  that  this  Commission  may  consider  and  adopt  the

methodology  Of  the  CERC  2014  Regulation.   Following  this  similar  treatment

shall also be extended to target PLF and 85% shall be considered as target PLF.

Reolv Of APPCC: As approved by Commission.

ReDlv Of APPDCL:   The provisions are as per APERC regulations.

(]`  Obiectlon:   ln  the  case  Of  depreciation,  APPDCL  mentioned  that,   it  was

taking   measures   to   modify   the   re-payment   schedule   for   a   longer  tenure

matching  life expectancy  Of the  plant.  It justified  this by saying that  this will

elininate frontloading for the purpose of tariff and enure to the benefit Of the

end  consumer.  This proposed  treatment of depreciation  need  to be examined

in the background of developers'  debt repayment obligations.

08M Charges:

TSERC   in   its  Order  deted   19-06-2017  on   Determination   Of  capital  cost  and

Generation  Tariff  for  2x600  MW  Thermal  power  project  Of  SCCL  adopted  the

following 08.M charges,  fo``owing CERC  Regulations:
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Year 2016-17 2017-18 2018-19

08M ChargesRs.Lakh/MW
16.27 17.30 18.38

The  same  or  lower  per  MW  O8:M  charges  may  be  adopted  in  the  case  of

SDSTPS units.

Incentive shall be paid for Generation beyond target PLF of 85%.

ReDlv Of APPCC:  As per CERC  Regulations.

ReDlv Of APPDCL:  The provisions are as per APERC  regulations.

(tit) Sri  M.  Thlmma  Reddy,  Convener,   People's  Monitoring  Group  on  Electricltyty
Regulation  on  27.01.2018  brought  the  following  Issues  to  the  notice  Of  the
Commfsslon  ln  response  to  the  replies  Of  APPDCL  to  the  Objections  raised
earlier.

a.   The  reply  Of  APPDCL  that  project  cost  Of  Rs.12,630  Cr.  as  certified  by  the

statutory  Auditor  and   C&AG   is   misleading.   C&AG   has   reported   loss   Of   Rs.

1361.94 Cr.  under various heads.

b.  The reply Of APPDCL stating the  reasons for delay in commissioning of projects

as  being  new  to  super-cr"cal  technology  and  first  Of  its  kind  in  PSU  ts  not

justified.  Many  Of  the  projects  like  Jhajjar  power  plant  in  Haryana,  TPCIL  in

Nellore District have been completed within the schedule time.

c.   Liquidated   damages   from   M/s   BHEL   needs   to   be   recovered   as   per   the

provisions Of the agreement.

d.  APPDCL   availed   services   of   M/s   Lahmeyer   international   private   limited,

Germany   for   preparation   Of   DPR.   The   consuttancy   was   given   to   lenders

country. The KFW loan is a  burden on account Of defective/incomplete report

Of the consultants.

e.    Availment of benefits under mega power poliey needs to be verified.

(iv) Sri  M.  Vedavyas  Rao,  Secretary  General,  APSEB  Engineers  Association  and
Sri    M.    Mohan    Rao,    General    Secretary,    APGEI`lco    Accounts    officersI-tton:
(a`   Oblectlon:   The   SDSTPS   -   Stage-I    (2X800   MW)   is   usin!   Super-crmcal

Technology,   first  Of  its  kind  in  Public  Sector.  The  Super-critical  Technology

offers   low   specific   coal   consumption,   less   auxiliary  consumption   and   it  is

environmental friendly with  less emissions.
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The advantages Of Super-critical Technology can only be achieved when the unit

is operated above 660 MW, which reduces the variable cost.

As  per  the  tariff  application  filed   by  APPDCL,   different  variable  costs  were

quoted  for  Super-critical Technology  and  Sub-critical Technology.  Therefore,  it

is evident that the variable cost is less when the unit is operated above 660 MW,

which  benefits  the APDISCOMs  to avoid outside  power purchases at higiv variable

costs. As a result,  the end consumer will be benefited.  Hence,  it is requested to

allow SDSTPS units to run above 660 MW duly following the merit order.

ReDlv    Of    APPCC:    The    Units    operating    at    full    load    will    always    be

advantageous to the DISCOMs.

ReDiv  Of APPDCL:  APPDCL  has  proposed  a  lower  tariff  rate  for  passing  on  the

benefits Of super-critical technology when operating at a load of over 660 MW.

tot  Ob]ection:   The  Commission  is  requested  to  issue  instructions  to  the

concerned  authorities  to  make  permanent  arrangements  for  coal  linkage  to

SDSTPS  to avoid  coal diversions from APGENCO Stations to SDSTPS,  whieh will

benefit both APGENCO and APPDCL

ReDlv Of APPCC:  APPDCL shall take all  necessary steps to meet adequate

coal for Operating the plant at full load.

ReDlv  Of APPDCL:  Earlier,  APPDCL  had  coal  linkage  for  the  quantity of  3.25

MMTPA  upto  30.06.2017  and  APPDCL  has  expedited  for  the  full  quantity  Of

Coal  linkage  for  SDSTPS.  Accordingly,  APPDCL  has  entered  into  an  MOU  for

5.0  MMTPA   (Full   Coal   Linkage)   with   M/s  MCL  through   washery   mode  on

19.09.2017 and the balance requirements will be procured through imports.

ty)   Sri    M.    Mohan    Rao,    General    Secretary,    APGENCO   Accounts    officers
A6socfatfon:

(a`  Obiectfon:  APGENCO Accounts officers also suggest availing Of  100%  power

for APDISCOMS considering future growth in the State.

ReDlv Of APPCC:   APDISCOMS  entered  PPA for 90% Of power generated  as  per  the

mega  power  poliey  guidelines  issued  by  Col.   However,  for  the  balance  10%  Of

power also would  be availed  by APDISCOMS through a separate MoU.

ReDlv  Of APPDCL:  The  PPA with  DISCOMS  is  for 90%  of  the  capacity  Of  the  power

plant.
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Based on the petition fi(ed by the applicant, counter filed by the respondent, rejof nder

filed by the applicant,  Report of the office Of the Commission, Responses from appLicant

and   respondent   on   the   report   submitted   by  office   of  the   Commission   and   the

views/objections/suggestions of various stakeholders mentioned supra and with

due  regard  to  the  replies  of APPCC  8.  APPDCL,  the  important  issues that  have

been  raised  relate  to  a)  Determination  of  Capital  cost;   b)  Determination  of

Fixed cost and c) Methodology for determination of variable cost.

9.   Commlsslon   Analysts:   Before   going  into   consideration   of  the   above   issues

identified,  tt is to  point out that certain  issues  related  to the Power Purchase

Agreement,  per-se,  have  been  raised  by various stake holders.  On  this,  it is to

state that all such issues have already been addressed by the Commission in the

Orders  in  O.P.  No.  21  of 2016  and  they  need  not  be  dealt  with  in  this  Order.

The identified issues as above are dealt with as hereunder:

a)   Determlnatlon of Capital Cost:

i. The  pet"oner has filed  for  a total  capital  cost of  Rs.12,630  Cr.  in  the  original

petition  and  the  same  was  revised  to  Rs.12,551   Cr.  in  the  Rejoinder  filed  in

response  to  the  counter  of  the  Respondent.  The  reduction  of  capital  cost  of

Rs.79  Cr.(Rs.12,630  Cr.-Rs.12,551  Cr.)  1.s  stated  to  be  due  to  liability  provided

in   books   of   accounts  on   account   of   foreign   exchange   variati.on   by  way   of

revaluation  of  outstanding  liability  as  per  accounting  procedure  and  the  same

may not be considered as part of capital  cost.  The respondent  DISCOMs in  their

counter   indicated   Rs.9,430   Cr.   towards   capital   cost   wi.th   a   break   up   of

Rs.8048  Cr.  as Mandatory  Package,  Rs.78  Cr.  towards  land,  Rs.261  Cr.  towards

other  components  and  Rs.1043  Cr.,  towards  lDC  8:  Financing  Charges.    For  the

purpose  of analysis,  the  claims  of the  petitioner as  in  the original  petition  and
as modified in the rejoinder and the stand of respondent DISCOMs are compared

in the table given  below:

S. Descriptlon As fl'ed As per As per
No. by APPDCL rejoinder Discoms

/Petltloner(Rs.Cr.) ofAPPDCL(Rs.Cr.) (Rs.Cr.)

1 EPC Contracts 8. Consultancy services 7314 7585
80482 Supervision 169 169

3 Development charges a others 101 101

4 Estt.  a General charges 50 50
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5
Others:  08:M Mobilisation,  legal,

82 34contingency etc.
6 PVC up to scheduled commissioning 338 338

7 Water Treatment plant 2 2
8 Initial Spares at 4% of Major Equipment 35 35

Sub total 8043 8314
9 Sea Water Intake Out fall  (SWIO) 268 268
10 External Coal Conveyor System (ECCS) 156 156

11 Start-up fuel 0 48
Sub total 8515 8786 8048

12 Land 140 140 78

13 Financing charges 8.  IDC  up to scheduled 2957 2957 1043
commissioning

14 Exchange Rate Variation for KFW loan  upto 350 0 0
scheduled commissioning

15 Taxes a: Duties 407 407 0

16 Transmission lines 2Z 22 22
17 Township 123 123 123

18 Fish  Barrier 45 45 45
19 Balance Green belt 5 5 5

20 Ash pond Garlanding and surrounding Road 5 5 5
21 Groyens extension 40 40 40
22 Balance CSR works 4 4 4

23 Civil works like Guest house,  street 17 17 17
lighting,  BT road for ash transportation
Total 12630 12551 9430

11.   As  can  be  seen  from  the  table  from  item  16  to  Z3  totalling  to  an  amount  of

Rs.216  Cr.,  there  is  no  dispute  between  the  parties  and  as  such  the  same  is

approved  as  part of the capital  cost  except  items  18  and  need  not  be  dealt

with  in-detail.  As  far  as  item  no.   18  i.e.   providing  an  amount  of  Rs.45  Cr.

towards  fish  barrier  is  concerned,   even  though  the  same  is  stated  to  be

included  in  the capital cost  proposal in  terms of letter dated  03rd September,

2013  of Ministry  of  Envi.ronment  and  Forest,  Government of  India,  it  is  found

upon  an  enquiry  by the  office  of the  Commission,  that the  relevant work has

not yet  been  taken  up.  As  such,  the  same  cannot  be  treated  as  part  of  the

capital  cost.   Further,   as  regards  item   No.14  i.e.   the  claim  towards  FERV

amounting   to    Rs.350Cr.,    upon    re-examination,    the    petitioner   in    their

EI



38

rejoinder  brought  an  amount  of  Rs.271   Cr.  out  of  the  said  Rs.350  Cr.  under

the head  of EPC contracts and  Consultancy services which  is one of the heads

under the capital cost,  and  the  balance  Rs.79 Cr.  is  reduced from  the capital

cost.  The rationale given  by the petitioner for treating the cost towards  FERV

in   their   original   petition   as   cost   towards   EPC   contracts   and   Consultancy

services  is  that  the  difference  between  the  Indian  rupee  equivalent  of  the

imported equipment as first estimated in the DPR at the estimated exchange

rate  at  that time  and  the  actual  expenditure  is  not  FERV  as  understood  for

the   purpose   of   tariff   determination.   The   FERV   for   tariff   determination

purposes  is  the  variation  jn  capital  cost  that  has  resulted  by  reason  of  the
difference in exchange rate on the repayment of foreign exchange loan taken

to fund  the  project cost.  It was further submitted  by the petitioner that the

foreign    currency    loan    agreement    is    between    the    KFW    Germany    and

Government of  India.  The  loan  from  Government  of  India  to APPDCL through

GOAP and  APGENCO is a  rupee loan.  The debt service in  rupees of such  rupee

loan  from  Government of  India  is  by  reimbursement  of the  debt service  cost

of  Government  of  India.   Since  the  petitioner  is  not  claimi.ng  any  amount

against  FERV now,  the original objection  by the  respondent that  Regulation  1

of  2008  does  not  permit  any  FERV  has  lost  its  significance  now  and  hence,

there is no need to elaborately deal with the issue.

ill  SCOD and delay ln executlon of the Project:  As per the tariff petition,  the CoD

of  unit-I   is  05.02.2015  and   CoD  of  unit-ll   is  24.08.2015.  As  per  the  counter  of

respondent  DISCOMs,  the  scheduled  CoD  of  unit-I  is  22.08.2012  and  CoD  of  unit-ll

is 22.02.2013,  thus there is a delay of 30 months,  as per respondent DISCOMs.  The

petiti.oner  further  stated  that  there  is  no  scheduled  CoD  in  the  PPA.  In  order  to

deal  with  the  ri.val  contentions  of  the  parties,  Regulation  1  of  2008  needs  to  be

consulted.    However,    since   there   is   no   definition   for   Schedule   Commercial

Operation  Date or SCoD in  the above said  regulation,  reliance  has to be placed  on

CERC  Regulation,  2014.  The  above  position  is  also  justifiable  because  both  the

petitioner   and    respondents   have   generally   relied   on   the   CERC    regulation,

wherever  Regulation  1   of  2008  is  silent.  The  definition  provided  for  Schedule

Commercial  Operation  Date  in  the  CERC  Regulation  is  that,  SCoD  shall  mean  the

dates of commercial operation of a generating station or Generating unit or Block

thereof or transmission system or element thereof as indicated  in the investment

approval  or  as  agreed  in  the  Power  Purchase  Agreement  or Transmission  Service
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Agreement as the case  may be,  whichever is earlier.  Coming to the case on  hand

and based on the available record,  nothing by the name of investment approval is

submitted  in  the  Commission.  Furthermore,  the  SCoD  is  not  mentioned  either  in

the    Power   Purchase   Agreement   originally   signed   on   22.11.2010   or   in   the

subsequently  amended  PPA dated  Z4.08.2016.  While  the  matter  stood  thus,  the

Chief  General  Manager,  APPDCL vide  letter  dated  16.11.2017  addressed  to  Chief

Engineer/lpc  8.  PS/APPCC  while  providing  some  clarifications  in  the  context  of

tariff petition filed  by APPDCL for the control period  of FY2014-19,  unequivocally

stated  that  the  scheduled  CoD for unit-18.  unit-ll  are  Z2.08.2012  and  22.02.2013

respectively,  and  the  same  was  filed  by  the  respondent.  In  view  of  the  above

categorical  statement,  even  though  the  same  was  not  mentioned  in  the  PPA,

Commission  is  inclined  to  consider  the  above  dates  as  SCoD.  The  followl.ng  table

shows SCoDs,  actual CoDs and the delay in months in execution of the project.

Name of SCoD Actual Delay

the Unit CoD

Unit-I 22.08.2012 05.02.2015 30 Months

Unit-ll 22.02.2013 24.08.2015 30 Months

tv.  The next issue that arises for our consideration  is the treatment of time over run

and consequently cost overrun.  Before addressing this issue,  the averments of the

parties are as hereunder:

(a)  The  petitioner  in  the  application  itself  mentioned  factors  and  circumstances

affecting the capital cost of the project as follows:

(i)     SDSTPS  1.s  the  first  project  to  implement  Super-critical  Technology  in  a

public  sector  utility  and  several  difficulti.es  were  faced   in  transfer  of

technology as all agencies involved were new to the technology.

(ii)    There  were  considerable  delays  in  transfer  of  Boiler  Design  Technology

from  ALSTHOM,  USA  to  BHEL  to  whom  the  steam  generator  package  was

awarded.

(iii)   The location of ash pond had to be changed due to interference with main

plant  layout  requiring  revised  approval  from  MOEF which  took  additional

time.

(iv)   The  sea  water  intake   and  outfall   arrangements   have  to   be  changed
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requiring revised MOEF approval which also took additional time.

(v)     Poor soil conditl.ons resulted in deeper and additional pill.ng.

(vi)    Delayed    declaration    of   CoD   due    to   several    unforeseen    issues    and

circumstances arising out of State bifurcation.

(vil)    Number  of  engineering  issues  have  cropped  up  during  the  executlon  of

the  project  and  the  same  have  been  resolved  effectively  by  involving

engineers    from    ALSTOM/USA,     MITSUBISHl    heavy    industries,     Japan

MITSUBISHl  electric  company,  Japan,  EMERSON,  Singapore,  China,  Clyde

Un{on,  UK apart from engineers of BHEL,  L&T,  TPIL and M/s DESEIN.

(b) The  respondent  DISCOMs with  reference  to  the  reasons  stated  by the  petitioner

for  delay  in  execution  of  the  project  stated  that  they  are  not  tenable,  as  the

same  are  business  risk  which  they  should  have  mitigated  by  prior  anticipation

and  should  have taken corrective steps  to avoid  such delays in  execution  of the

project.   The   petitioner   has   not  submitted   monthly   progress   reports   to   the
respondents.  Cost  1.ncrease  due  to  failure  in  implementation  of  the  project  due

to non performance of the contractors or a new technology should not be passed

on to the respondents,  there by burdening the consumers of the State of Andhra

Pradesh.

(c)  The  pet"oner  in  their  rejoinder  submitted  that,  there  are  delays  beyond  the
control  and  /  or  the  foreseeability  of  the  pet{tioner  and  it  is  not  correct  to

contend   that   these   should   have   been   foreseeable   and   could   have   been

mitigated.    Environmental   issues   and   regulatory   issues   cannot   be   foreseen,

whether  in  terms  of  inci.dence  or  of  time  taken  for  resolution,  and  they  are

entirety beyond the appl{cant's control.

(d)  In  response  to  the  query/tentative  suggestion  of  the  office  of  the  Commission

requiring   the  views   of  APDISCOMs   on   the   reasons   for   delay   and   consequent

increase  in  lDC  on  grounds  like  State  bifurcation  etc.,  the  respondent  DISCOMs

submitted   that   the   State   was   bifurcated   on   02.06.2014,   the   claim   of   the

petitioner that the delay in achieving CoD was due to the risk of Non-payment of

amounts  recoverable  from  Telangana  DISCOMs  due  to  uncertainties  on  account

of  bifurcation  of  the  State  is  not  correct  and  not  tenable  as  the  bifurcation  of

the State was subsequent to the scheduled CoD of the Unit-I  &' 11.

(e)  While  deciding  the  time  overrun  and  cost  overrun,   it  is  apt  to  extract  the
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relevant    provisions   Of   the   governing    regulations   on    the   subject    namely

Regulation  1  Of 2008 and CERC Regulation Z014 which are as herounder:

Extracts from APERC  Reeulation  1  Of 2008:

``10.8..  Capital Cost:  Subject to prudence check by the Commission based on

information  filed  by  the  generating  company,  Licensees,  evidence  from

other   Commissions,   Generating   companies,   licensees   and   International

experience  etc.,  the  Commission  shall  d.etermine  the  capital  cost  of  the

project.  The  Capital  Cost  as  determined  above,  shall  also  include  further
capital  expenditure  incurred  if  any  up  to  the  first  financial  year  closing  one

year after the date of commercial operation of the last unit of the project, its
stage or the uni., as the case may be, is admitted by the Commission."

Extracts from CERC Reoulations.  2014

"Prudence   Check  means  scrutiny  of   reasonableness  of  capital  expenditure

incurred   or   proposed   to   be   incurred,   financing   plan,   use   of   efficient

technology,   cost   and   time   cIver-run   and   such   other   factors   as   may   be

considered  appropriate  by the  Commission  for determination  of  tariff .  While

carrying  out  the  prudence check,  the Commission  shall  look into whether the

generating company or transmission  licensee has been careful in its judgments

and  decisions  for  executing  the  project  or  has  been  careful  and  vigilant  in

executing the project"

"11.Interest     during     construction     (IDC),     Incidental     Expenditure     during

Construction  (IEDC)

Interest during Construction  (IDC):

Interest during construction 'shall be computed corresponding to the loan from

the  date  of infusion  of debt  fund,  and  after  taking  into account  the  prudent

phasin8 of funds upto SCOD.

In  case  of  additional  costs  on  account  of  IDC  due  to  delay  in  achieving  the

SCOD,  the  generating  company  or  the  transmission  licensee  as  the  case  may

be,   shall   be   required   to   furnish   detailed   jljstifications   with   supporting

documents for such delay including prudent phasing of funds:

Provided that if the delay is not attributable to the generating company or the

transmission  licensee as the case may be, and is due  to uncontrollable factors
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as  specified  in  Regulation  12  of  these  regulations,  IDC  may  be  allowed  after

due prudence check..

Provided further that only IDC on actual loan may be allowed beyond the SCOD

to the extent, the delay is found beyond the control of generating company or

the transmission  licensee,  as the case  may  be,  after due  prudence  and  taking

into account prudent phasing of funds.

Incidental Expenditure during Construction (IEDC):

Incidental  expenditure  during  construction  shall  be  computed  from  the  zero

date and after taking into account pre-operative expenses up to SCOD:

Provided  that  any  revenue  earned  during  construction  period  up  to  SCOD  on

account  of  interest  on  deposits  or  advances,  or  any  other  receipts  may  be

taken into account for reduction ln lncldental expenditure during construction.

In  case  of  additional  costs  on  account  of  IEDC  due  to  delay  in  achieving  the

SCOD,  the  generating  company  or  the  transmission  licensee  as  the  case  may

be,   shall   be   required   to   furnish   detailed   justification   with   supporting

documents  for  such   delay  including   the  details  of  incidental   expenditure

during  the  peried  of  delay  and  llquidated  damages  recovered  or  recoverable

corresponding to the delay:

Provided that if the delay is not attributable to the generating company or the

transmission licensee, as the case may be, and is due to uncontrollable factors

as specified in regulation 12, IEDC may be allowed after due prudence check..

Provided   further   that   where   the   delay   is   attributable \to   an   agency   or

contractor or supplier engaged by the generating company or the transmission

licensee,  the liquidated damages recovered from  such agency or contractor or

supplier shall be taken into account for computation of capital cost.

In  case  the time  over-run beyond  SCOD is  not  admissible after due  prudence,

the increase of capital  cost  on account of cost  variation corresponding  to  the

peried  of  time  over  run  may  be  excluded  from  capitalization  irrespective  of

price  variation  provisions  ln  the  contracts  with  supplier  or  contractor  of  the

generating company or the transmission licensee.

12.  Controllable  and  uncontrollable  factors: The  following  shall  be  considered

as  controllable  and  uncontrollable  factors  leading  to  cost  escalation  impacting
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Contract Prices, IDC and IEDC of the project:

The   ``controllable   factors"   shall   include   but   shall   not   be   limited   €o   the

follcwing,

a)   Variations in capital  expenditure on account  of time andlor cost over-  runs

on account of land acquisition issues.,

b)   Efficiency  in   the   implementation   of   the   project   not  invo[wing  approved

change in scope of such project,  change in statutory levies or force majeure

events; and

c)    Delay  in  execution  of  the  project  on  account  of  contractor,  supplier  or

agency of the generating company or transmission licensee.

The   "uncontrollable  factors"  shall  include  but  shall  not  be  limited  to  the

following:

i.  Force Majeure events. ; and

ii.   Change in law.

Provided  that  no  additional  impact  of  time  overrun  or  cost  over-run  shall  be

allowed    on   account    of    non-commissioning    of    the   generating   station   or

associated  transmission  system  by  SCOD,  as   the  same  should  be   recovered

through  lmplementation  Agreement  between  the  generating  company  and  the

transmission licensee..

Provided further that if the generating station is not commissioned on the SCOD

of  the  associated  transmission  system,  the  generating  company  shall  bear  the

IDC   or   transmission   charges   if   the   transmission   system   is   declared   under

commercial  operation  by  the  Commission in accordance with  second  proviso of

Clause  3  of  Regulation  4  of  these  regulations  till  the  generating  station  is

commissioned..

Provided  also  that  if  the  transmission  system  is  not  commissioned  on  SCOD of

the  generating  station,  the  transmission  licensee  shall  arrange  the  evacuation

from the generating station at its own arrangement and cost till the associated
transmission system is commissioned. "

(f)  As  can  be  seen  from  the  extract  of  relevant  provisions  of  the  above  said  two

regulations,  it  is  clear  that  time  over  run  and  consequent  cost  overrun  can  be

allowed  only  if  the  respective  claims  are  substantiated  with  facts  and  figures
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and   furthermore,   when   it   is   demonstrated   that   the   claim   is   due   to   un-

controllable factors.  In the Instant case,  the  reasons given  by the  petitioner for

the delay occurred namely the technology being new,  involvement of transfer of

technology,  time  required  for  taking  revised  approvals  from  MOEF  for  ash  plant

and  sea  water  intake  and  outfall  system  and  State  bifurcation  are  too  generic

and  vague  devoid  of  any  supporting  data  and  not  substantiated  with  facts  and

figures and  hence  the delay as  projected  by the  petitioner cannot  be accepted

as justified. The issue is answered accordingly.

v.     Further   to   the   above,    the   other   key   issues   involved    in    capital   cost

determination are as follows:

(i) Cost of mandatory package and Project specific cost

(ii) Consideration of land cost

(iii) Consideration of taxes and duties

(1v) Determination of interest dun.ng construction.

(v) Liquidated damages

i.    Cost of Mandatory Package and Project speclflc cost

The   petitioner   claimed   an   amount   of   Rs.8043   Cr.   [additiona`ly   seeking

project  specific  cost  of  Rs.472  Cr.(Rs.268  Cr.  for  SWIO  +  Rs.156  Cr.  for  ECCS

+ Rs.48 Cr.  for start up fuel)]  and transferred an amount of Rs.271  Cr..(out Of

the earlier claim of Rs.350Cr.  towards FERV) under the head of EPC contracts

and  consultancy services  after  gMng  up  Rs.79  Cr.  being  liability  provided  in

books  of accounts  on  account  of  FERV  by way  of  revaluation  of outstanding

liability   as   per   accounting   procedure.    Finally,    the   total   claim   of   the

petitioner is Rs.8786  Cr.  (Rs.8043  Cr.  +  Rs.472  Cr.  +  Rs.Z71  Cr.).  The claim  of

the  respondent  is  Rs.8048  Cr.  The  excess  claim  by  the  petitioner  over  and

above the mandatory package which  respondent is willing to agree works out

to  Rs.738  Cr.  The  break  up  for  Rs.738  Cr.  is  (i)  Rs.Z68  Cr.  towards Sea Water

Intake Out fall  (SWIO),  (ii)  Rs.156 Cr.  towards  External  Coal  Conveyor  System

(ECCS),   (iii)  Rs.48  Cr.  towards  start-up  fuel  and  (iv)  Rs.271   Cr.  transferred

from  FERV.  The  remaining  Rs.5  Cr.   (Rs.8048  Cr.   -  Rs.   8043  Cr.)  is  towards

difference  in  mandatory  package  cost  between  petitioner  and  respondent.

The  above  cost  items  from   (i)   to   (iii)   are  sought  to  be  allowed   by  the

petitioner on the ground that they are specific to this project. Whether these
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costs can be allowed or not is now to be examined, item wise.  Coming to the

item   (i),   i.e.   the  claim  of  Rs.268  Cr.   towards  Sea  Water  Intake  Out  fall

(SWIO),   the   CERC   order  dated   04.06.2012   at  Annexure-ll   providing   for   a

bench  mark capital  cost of  Rs.4.79  Cr.  per MW  (for 2  x 800 MW Green  Field

project) with  December,  2011  indices as base,  clearly states what costs  are
included  in  the  mandatory  package  and  what  costs  are  excluded  from  the

mandatory  package.  The  cost  included  are  Steam  Generator/Boiler  Island,

Turbine  Generator   Island,   Associated   auxiliaries,   Transformers,   Switch   gears,

Cables,     Cable     facilities,      Grounding     a     Lighting     Packages,     Control     a

Instrumentation,  Initial Spares for BTG,  Balance of Plant including cooling Tower,

Water  System,  Coal  Handling  Plant,  Ash  handling  Plant,  Fuel  oil  unloading  and

storage, Mechanical miscellaneous Package,  Switchyard,  Chimney and  Emergency

DG  set.  The costs excluded are Merry Go Round  (MGR),  Railway Siding,  unloading

equipment  at  Jetty  and  Rolling  stock,  Locomotive  and  transmission  line  till  tie

point.  As can be seen at item  no.  2.3 in Form-5 8  (an annexure to the CERC order

dated  4.6.2012),   `Water  System'   is  mentioned   under  which,   `external  water

supply  system'  is  included  among  other  things.  Whether  the  water  is  fetched

from  the  nearby  canal   /   river  or  from  sea  is  a  different  aspect.   Since  the
`external  water  supply   system'   is   included   under   `water   system'   it   can   be

reasonably  presumed  that  the  expenditure  incurred  towards  sea  water  Intake

and outfall system  is covered under  `externaL water supply system'  and  hence it

need  not  be  specifically  allowed  over  and  above  the  mandatory  package.    As

regards  item  (ii),  i.e.  the  claim  of  Rs.156  Cr.  towards  External  Coal  Conveyor

System  (ECCS),  as can  be seen  from  the  Benchmark capital cost order dated

04.06.2012  and  as  extracted  supra,   the  costs  towards  MGR,   Railway  Siding,

unloading  equipment  at  Jetty,  and  Rolling  stock,  Locomotive,  transmission  line

till   tie   point   are   excluded   from   the   mandatory   package.   According   to   the

petitioner the  External  Coal  Conveyor System  (ECCS)  at a  cost of  Rs.156 Cr.  was

necessitated for bn.nging coal from  Krishnapatnam  port to the plant. This is akin

to  costs  towards  MGR,  Railway  Siding.  That  being  the  case,  Commission  feels

that an  amount of  Rs.156  Cr.  incurred  towards  ECCS  has to  be  allowed  over  and

above the mandatory package cost. As regards item  (tit),  i.e.  the claim of Rs.48

Cr.   towards  start-up  fuel,   the  petitioner  in  the  tariff  application  claimed

Rs.82  Cr.   towards  O8.M  Mobilisation,   start-up  fuel,   legal,   contingency  etc.

The   respondent   Discoms   have   considered   the   same   in   the   mandatory
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package.   Fiirther,   the  petitioner  in  the  rejoinder  stated  that  Rs.48  Cr.   is
incurred  dun.ng  construction  and  commissioning  period  of  both  the  units  till

synchronization with the grid.  The matter has been examined and this cost is

not  one  of  the  costs  included  in  the  mandatory  package  which  is  detai.led

supra  and  as  such  the same  has to  be allowed  to  the  extent of     Rs.48  Cr.

only.  The additional costs that  need  to be added  to the m'andatory package

under  the  two  items  discussed  above  amounts  to  Rs.204  Cr.  Now coming  to

the examination of mandatory package per-se,  the  respondent DISCOMs have

worked  it out  to  a consolidated  amount  of  Rs.8048  Cr.  based  on  CERC  order

dated  04.06.2012  on  benchmark  capital  cost  (Hard  Cost)  for  thermal  power

stations   with   coal   as   fuel   with   December,   2011   as   base   year   and   duly

applying   an   escalation   of   5%   per   annum,   since   the   project   was   to   be

commissioned  by  February,  2013.  The  same  is  in  order.  As  regards  item  (iv),

i.e.  the  claim  of  Rs.271   Cr.  transferred  from  FERV  and  brought  under  the

head  of  EPC  contracts  and  consultancy  services  need  not  be  allowed  as  an

individual  separate  cost  item,   as  the   approach   of  the   Commission   is   by

recognizing  the  cost  towards  mandatory  package  and  thereafter  deciding

what   additional   costs   can   be   given   over   and   above   that.    Hence,   the

Commission  allows  an  expenditure  of  Rs.8048 Cr.   only  towards  mandatory

package.   Together  with   the  other  costs   additionally  allowed   as  detailed
supra,  the  total  cost  works  out  to  Rs.8252  Cr.   (Rs.8048  tr.  +  Rs.156  Cr.  +

Rs.48 Cr. )

If.    Conslderatlon of land cost

The  petitioner filed  for a land cost of Rs.140 Cr.  and the  respondent in  their

counter  requested  to  limit  it  to  Rs.78  Cr.  based  on  PPA  dated  22.11.2010.

The  petitioner  stated  that  possession  of  the  entire  land  was  taken  at  the

initial  stage  itself  and  the  actual  transfer/alienation  and  payment  of  land

cost  was  subsequently  done  from  time  to  time  based  on  the  compensation

orders  issued  by  revenue  authorities.  The  cost  of  compensation  per  acre  is

Rs.7  lakhs  in  the  year  2007,   Rs.21   lakhs  in  the  year  2015  and  Rs.40  lakhs

during the year Z018.  The total land cost is as per the actual cost paid  as per

the  G.O.s  issued  from  time  to  time.  The  reason  stated  by  the  petitioner  is

justified   for   the   increase   in   cost.   However,   the   land   cost   needs   to   be
apportioned  between  stage-I   and  stage-ll.   Hence  the  land  cost  is  limited

proportionately for Stage-I i.e.  Rs.93.3 Cr.  for this project.
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".  Consideration of taxes and duties

The  petitioner filed  Rs.407  Cr.  towards  taxes  and  duties on  actual  basis  and

respondent stated that the taxes and duties beyond Scheduled COD should be

disallowed.  The  office  of  the  Commission  in  their  report  sought  for  cost

towards taxes and  duties,  if project is completed  as per scheduled CoD and

whether Mega Power status has any bearing on the taxes and duties claimed.

In  response  to  the  report  of  the  office  of  the  Commission,  the  petitioner

stated   that   under   Mega   Power   policy,   only   customs   duty   on   imported

equipment   and   excise   duty   on   indigenous   equipment   except   steel   and

cement  are  exempted.  Sales  tax  on  indigenous  equipment  and  excise  duty

and  sales tax on  steel  and  cement  are  not  exempted  and  are  payable.  The

petitioner further submitted that there is  no extra cost on account of delay
in comb`etion of the project and the claim is based on the actua`s.  The claim

is  towards  statutory  levies  and  based  on  actuals.   Now  1.t  is  clear  that  the

Mega  Power  policy  has  nothing  to  do  with  the  taxes  and  duties  claimed  by

the  petitioner.   As  regards  the  amount  to  be  allowed  towards  taxes  and

duties,   the  contention   of   DISCOMs  is   that   the   taxes   and   duties   beyond

Scheduled  COD  should  be  disallowed.  Whereas,  in  response  to  the  query of

the office of the Commission as to what is the cost towards taxes and duties

if   project   is   completed   as   per   scheduled   CoD   timelines   of   the   units,

considered by APDISCOMs,  the petitioner stated that there is no extra cost on

account of delay in  completion of the project and the claim is based  on  the

actuals.  While  suggesting  the  mandatory  package  cost  to  be  allowed,  the

respondent  DISCOMs  indicated  an  amount  of  Rs.8048  Cr.   with   December,

2011   as  the   base  year   by   duly   providing   appropriate  escalation   without

regard  to when  the actual cost that  formed  part of  mandatory  package has

actually been incurred.  Now on the item of taxes a duties, the contention of

the  respondent  DISCOMs  that  the  taxes  and  duties  beyond  Scheduled  COD

should  be  disallowed  is  rather  out  of  step  with  their  stand  on  mandatory

package.  In view of the  matter,  it ls difficult to take a different stand  while
allowing  the  taxes  a  duties.  That  apart,  the  breakup  for  taxes  8.  duties  is

also not filed  by the petitioner except for indicating the  lump sum figure.  On

the facts and  circumstances of the case,  the Commission  is  inclined  to allow

taxes a duties proportional to the cost it has already allowed supra towards

mandatory package  (Rs.  8048  Cr.),  the additional cost duly allowed  supra to
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the  extent  of  Rs.  204  Cr.  and  the  other  costs  incurred  which  were  not  in

dispute  and  allowed  by  the  Commission  to  an  extent  of  Rs.216  Cr.  duly  dls

allowing  Rs.  45  Cr.   towards  the  fish   barrier,   totaling  to  Rs.8468  Cr.   The

proportional costs  towards  taxes  8:  duties work out  to  Rs.380.95  Cr.  (8468 x

407 / 9047) as against the claim of Rs.407 Cr.

Iv.  Determination Of Interest During Construction.

The  petitioner  claimed  IDC  of  Rs.2957  Cr.  The  respondent  DISCOMs  in  their

counter  stated  that  the  claim  of  petitioner  Company  towards  lDC  a  Financing

Charges as  Rs.  2,957 Cr.  is  higher than  the  lDC and financing charges of Rs.1,043

Cr.  considered  in  the  PPA  dated  22.11.2010.  The  lDC  and  Financjng  Charges  has

cost  implications  due  to  delay  in  execution  of the  project.  Further,  respondent

DISCOMs  stated  that,  the  petitioner  Company  vide  letter  dated  21.01.2017  has

informed that the time lines of the Scheduled Commercial Operation Date  (SCoD)

for  the  Unit-I  and  Unit-H  of  the  Project  as  22nd  August,  2012  and  22nd  February,

2013  respectively.  However,  the actual CoDs of Unit-I  a  Unit-ll  were achieved  on

5.02.2015  and  24.08.2015  with  a  delay  of  30  months  from  SCoD.   Further,   the

respondent  DISCOMs stated  that,  there is  Liquidated  Damages clause  in  the  PPAs

entered  by  the various  Independent  Power  Producers  (lpps),  whereas  the  same

was   not   envisaged   in    respect   of   PSUs/CGS   Stations.    Owing   to   this,    the

Respondents  stated   that  they  have   liberty  not  to  allow  any   lDC  a   financial

charges claimed by the petitioner beyond the agreed amount as in the PPA dated

22.11.2010.   The   delays   in   implementation   of   the    project   due   to    reasons

mentioned  in  the  tariff application  is  a  business  risk,  which APPDCL should  have

mitigated  by  prior  anticipation  and  LD  mechanisms.  Cost  increase  due  to failure

in implementation of the Project due to non-performance of trie contractors or a

new   technology   should   not   be   passed   on   to   the   respondents   and   thereby

burdenlng  the  consumers  of  the  State  of Andhra  Pradesh.  Therefore,  passing  on

the increased cost due to time overrun owing to non-performance of contractors

and   introduction  of  new  technology  is  not  acceptable.   The  reasons   outlined

above   could   have   been   managed   by   imposing   Liquidated   Damages   on   the

contractors  as  per  agreements  signed  with  them.  Accordingly,  such  amount  of

LDs  should   be  offset  against  the  capital  cost  as  may  be  determined   by  the

Commission.   Further,   the   respondent   DISCOMs   quoted   the   Hon'ble   Supreme

Court   order   dated   22.09.2016   in   respect   of   Civil   Appeal   No.   1652   of   2015

between  Electricity  Department,  Port  Blair  Vs.  Suryachakra  Power  Corporation
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Limited  wherein  the   Hon'ble  APEX  court  has  set  aside  the  Judgment  of  the

Appellate   Tribunal    in    so   far    as    allowing    an    increase   in    Interest    during

Construction    (lDC),    Financing   Charges   (FC)   and    Incidental   Expenses   during

Construction (lEDC) incurred for the delay in the execution of the project for the

reasons  beyond  the control of the  Respondent against the  "funds tied  up".  Even

as per the judgments of Appellate Tribunal for Electricity in various Appeals vide

284  of  2013,  a  205  of  2012,  the  said  claims  need  to  be  disallowed.  Considering

the  above,  the  respondent  DISCOMs  concluded  that  lDC  and  Financing  Charges

claimed by the petitioner are in excess of Rs.1,914 Cr.  (183.51  %) over and above

the  lDC  a  FC  claimed  in  the  PPA  dated  22.11.2010  due  to  time  overrun  beyond

SCoD  timelines,  which  deserve to be disallowed.  Had  the  plant  been completed

in  scheduled  CoD  timelines,  the  incremental  cost  added  to  the  Capital  Cost  of

the Project would  have been avoided.  Hence,  such excess amount of Rs.1914 Cr.

needs to be disallowed.  The  respondent  DISCOMS in  their  replies to objectors

stated   that  as   per  the   CERC   norms  dated   21.02.2014,   the  timelines  for

completion   of  the   project   is   58   months   (52   months  i.e.   22.08.2012   +   6

months   for   2nd   unit   i.e.   22.02.2013).   The   objectors   in   their   objections

suggested to allow lDC upto scheduled COD of the project.

The  petitioner in  their  rejof nder further  stated  that,  there  is  no  Scheduled

COD  in  the  PPA and  the  respondent  DISCOMs  stated  that,  the  petitioner  has

informed  the scheduled  dates in  their  letter dated  16.11.2017 as 22.08.2012

and  22.02.2013  for  unit-I  and  unit-2  respectively.  The  petitioner stated  that

the  lDC  works  out  to  Rs.  2183  Cr.,  if  the  project  is  completed  within  the

schedu(ed  period  of  5  years.  They further submitted  that  IDC  works  out  to

Rs.  353  Cr.  on  account of 5  months delay in declaration of COD due to  State

bifurcation issues.

While  resolving  the  issue  on  quantifying  the  amount  towards  Interest  During

Construction that can  be allowed,  it is apt to extract the  relevant provisions on

lDC  from  CERC  Regulations,  Z014 as APERC  Regulation  1  of 2008  is silent  on  this

issue  except  for  annexing  a  form  in  this  regard  namely  Form-15  (Draw  down

schedule for calculation of lDC and Financing charges):

CERC  Regulation  Extract  11 (A)  1.

"Interest during Construction (IDC)..

a.   Interest  during  construction  shall  be  computed  corresponding  to  the  loan
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from  the  date  of  infusion  of  debt  fund,  and  after  taking  into account  the

prudent phasing of funds upto SCOD.

b.   In  case  Of  additional  costs  on  account  of  IDC  due  to  delay  in  achieving  the

SCOD,  the generating company or the transmission  licensee as the case may

be,   shall   be   required   to  furnish  detailed   justifications  with   supporting

documents for such delay including prudent phasing of funds..

Provided that if the delay is not attributable to the generating company or the

transmission  licensee as the case may be,  and is due to uncontrollable factors

as  specified  in  Regulation  12  of  these  regulations,  IDC  may  be  allowed  after

dije prudence check:

Provided further that only IDC on actual loan may be allowed beyond the SCOD

to the extent, the delay ls found beyond the control of generating company or

the  transmission  licensee,  as the case may be, after due prudence and  taking

into account prudent phQsing of funds. "

As  can  be  seen  from  Clause  11   (A)  (1),   Interest  During  Construction  shall  be

computed corresponding to the loan from the date of infusion of debt fund,  and

after  taking  into  account  the  prudent  phasing  of  funds  upto  SCOD.  In  order  to

compute the  lDC what is  required  is  loan from  the date of infusion of debt fund,

and  after  taking  into  account  the  prudent  phasing  of  funds  upto  SCOD.  While

SCoD   is   already   decided   by   this   Commission   as   22.08.2012   for   unit-I   and

22.02.2013  for  unit-ll,   no  information  is  filed  by  the  petitioner  on  date  of

infusion   of   debt   fund    and    its   prudent   phasing   and   as   such   and    in    the

circumstances,  the  way  out  appears  to  be  working  out  the  lDC  on  a  notional

basis.  For that purpose,  the  project cost allowed  by this commission is  taken  as

basis i.e.  Rs.8942.25  Cr.  and  the  same  is  apportioned  in  the  debt equity  ratio of

70:30  as  also  provided  for  in  clause  10.13  of  Regulation  1   of  Z008  which  states

that,   in  case  of  all  generating  stations,  debt  equity  ratio  as  on  the  date  of

commercial   operation   shall   be   taken   as   70:30   for   determination   of   tariff

irrespective of the actual quantum of debt and equity.  Accordingly,  the notional

debt for the  purpose  of working  out  IDC  equals  to  Rs.6259.58  Cr.  As  regards  the

interest  to  be  applied  on  the  above  said  amount  and  as  can  be  seen  from  the

record,  the  petitioner  availed  loan  from  PFC  and  KFW/Germany.  The  rate of

interest for PFC  loan  is  12.5% and  the rate of interest for KFW loan-1  is 0.75%

and  for  loan-2  it  is  5.31%.  The  KFW  loan  interest  rates  are  applicable  to
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Govt.  of  India.  As  the  loan  agreements  are  entered  at  Govt.  of  India  level,

APPDCL  has  to  reimburse  Govt.   of  India  the  actual  expenditure  incurred

through   APGENCO  and   GOAP.   The  actual  interest  expenditure  incurred   is

Rs.209.50  Cr.  against  loan  of  Rs.1827  Cr.  during  the  construction  period  as

can   be   seen   from   the   records.   The   average   rate   for   the   scheduled

construction  period  works  out  to  5%  for  KFW  loan.  The  weighted  average

interest considering PFC  loan  and  KFW  loan works out to  11.2% and the same

was  considered   for  the  purpose  of  lDC.   Another  issue  that   needs  to   be

decided  in order to work out the lDC is the reasonable period of construction

that can be adopted for the purpose Of lDC.  On this issue,  both the petitioner

and  the  respondents  stuck  to  their  respective stands  but generally  referred

to  58  months  as  available  in  the  CERC  regulations.   That  being  the  case,

Commission  has no hesitation to adopt the same 58 months  prescribed as the

reasonable  norm  as per the CERC  Regulations,  2014.  On  the issue of prudent

phasing  of  funds,  the  petitioner  in  their  rejoinder  worked  out  as  detailed
herein after.  The loan funds of 70% of the cost are spread over a period of 5

years  equally  at  20%  per  annum.  The  drawls  in  a  year  are  assumed  to  be
after 6  months and  interest was computed  for the same 6 months period  in

that  year  and  full  year for  the  balance  period  upto  5th  year.  The  approach

adopted by the petitioner appears to be broadly in order except for taking 60

months  instead  of  52  months  for  unit-I  and  58  months  for  unit-ll.  When  the

anomaly is corrected,  the  Interest During Construction  (lDC) is worked out to

Rs.1819.15 Cr.  as in the table below.

Description Unlt-1 Unlt -2 Total
(Rs.  Cr.) (Rs.  Cr.) (Rs.  Cr.)

Capital cost 4471 .1 3 4471.13
8942.25

Loan(70%) 3129.79 3129.79 6259.58
Equity(30%) 1 341 . 34 1341. 34 2682.68

Unit.1 Completion period considered  -          52 Months

Unit -2 Completion period considered  -          58 Months

Rate of interest for the loan considered  -     11.20%
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Descr(ption 1st year `2nd year 3rd year 4th year 5th year Total

(Rs.Cr.) (Rs.Cr.) (Rs.Cr.) (Rs.Cr.) (Rs.Cr.) (Rs.Cr.)

unit-1: (4 months)

Loan Drawl 722.26 722.26 722.26 722.26 240.75 3129.79

Cumulative Drawl 722.26 1484.96 2333.09 3276.21 3843.45 -

Cumulative Interest 40.45 125.87 220.86 326.49 I     138.99 852.66

Unit -2: ( 10 months)

Loan Drawl 647.54 647.54 647.54 647.54 539.62 3129.79

Cumulative drawl 647.54 1331.35 2091.74 2937.29 3769.62

Cumulative Interest 36.26 112.85 198.01 292.71 326.65 966.49

v.     Llqutdate Damages (LDs):

The  respondent  DISCOMs  in  respect  of  Liquidated  damages  have  stated  as

follows:  There  is  a  clause  in  the  PPAs  entered  by  the  various  Independent

Power  Producers   (lpps)  whereas  the   Liquidated   Damages  clause  was   not

envisaged  in  respect  of  PSus/CGS  Stations.  The  delay  in  implementation  of

the  project  due  to  reasons  stated  by  the  petitioner  is  a  business  risk which

APPDCL should  have mitigated  by prior anticipation  and  LD mechanisms.  Cost

increase   due   to   failure   in   implementation   of   the   Project   due   to   non-

performance of the contractors or a new technology should. not be passed on
to  the  respondents  and  thereby  burdening  the  consumers  of  the  State  of

Andhra   Pradesh.   Therefore,   passing   on   the   increased   cost   due   to   time

overrun  owing  to  non-performance  of  contractors  and  introduction  of  new

technology,  is  not  acceptable.  The  reasons  outli.ned  above  could  have  been

managed   by   imposing   Liquidated    Damages   to   the   contractors   as   per

agreement  signed  with  them.  Accordingly,  such  amount  of  LDs  should  be

offset against the capital cost as may be determined by the Commission.

The  objectors  in  their  objections  suggested  the  following:   lf  the  delay  in

achieving  CoD  of the  plants was  because  of  contractors  of  BTG  and  Balance

of  Plant  (Bop)  then  liquidated  damages  have  to  be  recovered  from  them  as

should   have   been   provided   in   the   contracts  with   them.   If  the  delay  in

execution  of the  project was due to the developer,  then  the  burden  has to

be  borne  by  the  developers  and  the  same  cannot  be  shifted  on   to  the

consumers.  Though  the  present  PPA  has  no  provision  for  liquidated  damages
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for delay in declaring CoD,  the Commission shall  be within its power to order

inclusion of a provision even in this late stage to protect consumers'  interest.

Further,  the objectors have stated that in the context of liquidated damages

CAG jn its report noted,  "As there was delay in execution of the works by M/s

BHEL,  the  company   recovered  (in  March  Z014)  Rs.240  Cr.  towards  LD.  Audit

observed  that  Company  refunded  (in  July  2014)  the  LD  to    M/s  BHEL  even

though  M/s     BHEL  had  been  slow  in  execution  of  works  against  approved

schedules,  which  consequently  affected  the  schedule    of M/s    L8:T  for  the

erection  of TG  and  M/s TPL  (for BOP works)"  and   ``However,  the  refund of

.      LD was a violation  of terms and  condition  of the  agreement  and  was   not in

best   financial   interest   of   the   Company."   Stating   the   above,   objectors

requested  the Commission  to  recover the  liquidated  damages from  BHEL and

adjust  it  towards  the  capital  cost.   In  this  context,   respondent  DISCOMs  in

their  replies  stated  that  there  is  no  provision  for  ljquidated  damages  in  any

of  the   PPAs  with   Central  and   State   Public  sector  undertakings.   Further,

respondent  DISCOMs  stated  that,  APPDCL  should  submit  liquidated  damages

levied  bn  the  EPC  contractor  to  claim  the  reduction  in  capital  cost.  In  this

context,  the petitioner in its replies has stated that there is no provision for

Liquidated  Damages in  the  PPAs of central  and  state  PSUs.  Major equipment

like   Boiler,   Turbine,   Generator  and   associated   control   system   at  all  the

Thermal  stations  of APGENCO  and  Turbine  a  control  systems  at  many  Hydel

projects  of  APGENCO  were  supplied  by  M/s  BHEL.   During  overhauls  of  the

units  and  during  failure  of  critical  equipment,  the  OEM  (Original  Equipment

Manufacturer)  spares and Technical services of BHEL are essentially required
`      to bring back the Units into service at the earliest possible time. M/s BHEL,  a

PSU  company is continuously  raising the  issue of imposition  of  levy of LD for

the execution of SG contract of SDSTPS Stage-I,  stating that even  NTPC is not

levying any penalty on them.  Further,  the petitioner stated that to maintain

cordial    relationship    with    M/s    BHEL    and    keeping    in    view    the    future

requirement  of spares and  services  from  BHEL,  APPDCL  Board  has  discussed

and  reviewed  the  issue  in  detail  and  decided  to  waive  50%  of  LD  amount

imposed  on M/s BHEL,  in  the interest of APPDCL/APGENCO.

vi.  As   can   be   seen   from   the   above,   the   two   issues   needing   Commission's

examination   include   (i)   introducing   Liquidated  damages  clause  in   the   PPA

between  APPDCL  and  APDISCOMs  and  (ii)  Levying  Liquidated  damages  on  the
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suppliers/contractors   of   APPDCL   in    terms   of   the   agreements/contracts

entered  by  them  and  thereafter  reduce  the  liquidated  damages  recovered

from   the  capital  cost.   As  regards  item   (i)  above,   the  Commission.having

examined   the  issue  in   its  order  dated   13.07.2018  in   O.P.   No.   21   of  2016

dealing  with  consent  to  the  Amended  and  Restated  PPA  dated  24.08.2016

decided   that,   ``the   suggestion   for   inclusion   of   a   provision   on   liquidated

damages   now   on   the   ground   that   the   present   PPA   has   no   provision   for

liquidated damages for delay in declaring CoD can't be accepted at this stage

as  the  same  ls  not  fair  and  proper".  Accordingly,  the  same  holds  good  even

now  and  there  is  no  need  to  once  again  to  deal  with  the  said  issue  in  this

order.  As  regards  to  the  issue  at  (ii)  above,  since  the  Commission  has  not

allowed  any delay  beyond  the  SCoD  and  accordingly  reduced  the capital  cost

proportionately,  there  is  no  need  to  reduce such  capital  cost  by the amount
of liquidated damages received if any,  as it would amount to doubly punishing

the  petitioner  herein  for  the  same  default.   Further,   tt  is  brought  to  our

attention  that  the  APPDCL  has  already  recovered  an  amount  of  Rs.  240  Cr.

from M/s BHEL towards liquidated damages and  later released  50% of the said

amount  by  giving  them  concession.  While  the  capital  cost  arrived  at  by  the

Commission does not undergo any change either due to  recovery of Rs.240Cr.

from  Bharat  Heavy  E`ectricals  Limited  or due to  refund  of 50% of it to  Bharat

Heavy Electricals  Limited,  the advice of the Comptroller and  Auditor General

that  the  refund  of  liquidated  damages  was  a  violation  of  the  terms  and

conditions of the Agreement  and  was  not in  the  best financial  interest of the

petitioner   may   be   considered   by   the   petitioner   to   pursue   the   required
remedial  measures  to  get  back  the   refunded   amount  from   Bharat  Heavy

Electricals Limited.
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vli. Further to foregoing,  the approved Capital Cost is as hereunder:

Approved capital cost:

S.No. Description Approved(Rs.Cr.)

1
EPC Contracts a Consultancy

8048.0

services
2 Supervision
3 Development charges 8. others
4 Estt.  8: General charges

5 Others:  08.M Mobilisation,  legal,contingencyetc

6 PVC up to scheduled commissioning
7 Water Treatment plant

8 INITIAL SPARES at 4% of Major
Equipment

9 Sea Water Intake Out fall(SWIO)
Sub total 8048.0

10
External Coal Conveyor System

156
(ECCS)

11 start-up fuel 48
Sub total 8252.a

12 Land 93.3

13
Financing charges 8:IDC up to

1819.15scheduled commissioning
14 Taxes a Duties 380.95

15 Transmission  lines 22
17 Township 123

18 Plsh  Barrier 0
19 Balance Green belt 5

20 Ash  pond Garlanding and surroundingRoad
5

21 Groyens extension 40
22 Balance CSR works 4

23
Civil works like Guest house,  street

17lighting,  BT road for ash
transportation

Total 10761.4

Capital Cost per MW (Rs.  Cr.) 6.72

The Cost per MW for this project, which is a super-critical technology based plant,

comes to Rs.  6.72 Cr.  The consultation paper of the Central Electricity Regulatory

Commission  on  Terms  and  Conditions  of  Tariff  Regulatlons  for  the  tariff  period

1.04.2019  to  31.03.2024  having,  inter-alia,  shown  the  average  capital  cost  in  Rs.
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Cr./MW for the  period  from  2008  to  2013  in  respect of thermal  plants as  Rs.  6.65

Cr./MW,  stated  that  over  time,  the  capital  cost  per  MW  on  account  of  various

factors  has  gone  up  and  the  shift  to  super  critical  technolbgy  in  thermal  plants

might   have   resulted   in   cost   increase,    but   at   the   same   time,   it   leads   to

improvement  in  efficieney  in  terms  of  O8.M  and  the  primary  electricity  factor.

Hence,  the capital cost of Rs.  6.72 Cr. /MW appears to be reasonable.

b)   Determlnatlon of fixed cost

The Fixed cost filed  by the petitioner for the period 05.02.2015 to 31.03.2019 is as

follows.

S. Description 2014-1 5 2015-16 201 6-1 7 2017-18 201 8-1 9
NO. (Rs.Cr.) (Rs.Cr.) (Rs.Cr.) (Rs.Cr.) (Rs.Cr.)

1 RoCE 155.08 1419.03 1756.97 1536.14 1521. 36

2 Depreciation 47.61 289.55 342.05 345 . 3 1 348.57

3
Annual O&Mexpenses

23.04 233.41 314.41 335.29 357.55

4
Total AnnualfixedCharges

225.73 1941. 99 2413.43 2216.74 2227.48

5
90% of TotalAnnualPlxedCharges

203 . 1 6 1747.79 2172.09 1995.07 2004.73

The issues involved in determination of fixed cost are

i.         Determination of ROCE.

ii.        Depreciation

iii.      08M cost to be considered.

The above issues are examined as hereunder:

i.   Return on Capltal Employed (RoCE):
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The petitioner in its tariff filings filed  RoCE as stated below:

(Rs.  Cr.)

S. Description 2014-15 2015-16 2016-17 20 1 7- 1 8 2018-19
No. (Rs.Cr.) (Rs.Cr.) (Rs.Cr.) (Rs.Cr.) (Rs.Cr.)

1 Original Capital Cost 6315 12152 12151.98 12423 12630

2 Less accu`mu latedDepreciation
0 47.61 337.16 679.21 1024. 52

3 Working Capital 629.0321 1272.204 1296.951 1274.343 1287.432

4 Total 6944.032 13376.59 131 1 1 .77 13018.13 12892.91

5 Rate of RoCE 1 3 . 40% 13.40% 13.40% 11.80% 11.80%

6 RoCE  (Annual  Basis) 930. 5cO3 1792.464 J756.977 1536. I 4 I 521 . 364

7 ROCE Claimed 155.083 1419.034 1;J56.,in 1 536. I 4 1521.364

8 90% of ROCE Claimed 139.575 1 277. 1 30 1581.279 1382.525 1369.227

a) The petitioner considered  Return on debt (Rd)  as  12.5% for the first 3 years and

10.2%   in   the   last   2   years   based   on   interest   rate   charged   by   Power   Finance

Corporation  (PFC).  The  petitioner considered  Return on equity  (Re) as  15.5% for 5

years  ba;ed  on  CERC  Regulations.  The  RoCE  works  out  to  13.4%  for  the  first  3

years and  11.8% in last 2 years.

b)  The  respondent  DISCOMs  in  their  counter  stated  that  the  Weighted  Average

Capital  Cost  (WACC)  needs  to  be  determined  considering  the  weighted  average

cost  of debt  since  the  debt  has  been  funded  from  domestic  and  foreign  funding

with different interest rates. The petitioner's claim for considering cost of debt as

12.5% is erroneous since it is  based on  interest rate of domestic funding only.  The

Petiti.oner   has   taken   a   debt   of   Rs.10,540   Cr.   funded   from   PFC   and   Kfw.

Considering   the  applicable  interest   rates,   weighted   average  cost  of  financing

works out to be 9.01 % as shown below:-
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Debt Structuring

S.  No. Description PFC Kfw  -  I Kfw  -1'

1 Debt  (Rs.  Cr.) 8,713 790 1 '037

2 Interest Rate per annum  (%) 10.20% 0.75% 5.31%

3 Weighted Average Interest
9.01%

Rate per annum  (%)

c)  ln  view  of  the  above,  considering  weighted  average  cost  of  debt  from  both

domestic  and  foreign  sources,  the  weighted  average  rate  of  interest  would  be

9.01%   which   is   significantly   lower   than   12.5%.   This   will   eventually   result   in

lowering  of  RoCE  to  10.96%  instead  of  the  currently  claimed  RoCE  of  13.4%  and

11.8%.   Further,   the  respondent  DISCOMs  requested   to  consider  RoCE  based   on

weighted average rate of debt rather than the Rate of interest of 12.5% and  10.2%

claimed by the petitioner.

d)  ln  this  context,   the  petitioner  in  their  rejoinder  stated  that  the  regulation

provides  for  single  cost  on  debt  to  be  determined  considering  the  generating

company's proposal,  present cost of debt,  market conditions and  relevant factors

applicable  to  the  whole  of  the   normative  debt.   It  does   not   provide  for  any

weighted  average  cost  of  debt  as  sought  to  be  computed  by  the  respondents  or

otherwise.  It  is  further  reiterated  that  the  amount  paid  by  the  applicant  to  the

Government   of   India   as   reimbursement   through   GOAP   and   APGENCO   towards

interest  paid  by Col  is  not at  any  particular  interest  rate on  the  amount  of  loan

received  in  rupees.  The  rates of 0.75% and  5.31% used  in  the computations  by the

respondents are irrelevant and inapplicable in the facts of this case.

e)  The  office  of  the  Commission  raised  a  query  that  both  the  parties  need  to

explain   with   facts   and   figures   by   gMng   the   complete   picture   to   facilitate

commission  to   take  a  decision   in   the   matter.   In   response   to  the  query,   the

petitioner  reiterated  the  earlier  stand  broadly  as  stated  supra.  The  respondent
DISCOMs stated  that  the  claim  made  by APPDCL with  regard  to  the  incorporation

of interest  rates  of  0.75%  and  5.31%  used  in  the  computation  by  the  respondents

are  irrelevant  and   inapplicable  through   its   rejoinder  dated   24.11.2018  is  self

contradictory  and  not  correct.  The  APPDCL  vide  its  letter  dated  16.11.2017  has

submitted   the  following   clarification   regarding   interest   rate   for   PFC   loan   Rs.

8717.72  Cr.   with   rate  of  interest  as   10.2%  8.  KFW  Germany  0.75%  for  portion-I

(Rs.790.4Z Cr.)  and  5.31% for  portion-ll  (Rs.1037.06 Cr.).
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f) As per clause 12.1  of APERC  Regulation  1  of 2008,  Return on capital employed is

equal  to  sum  of  original  capital  cost  less  accumulated  depreciation  and  working

capital approved.

g)  The   rate  of   RoCE  is  weighted  average  cost  of  capital  of  debt  and   equity

determined. The cost of debt shall be determined based on generating company's

proposal,  present  cost  of debt  and  market  conditions.  Return  on  equity  shall  be

determined   based   on   CERC   norms,   generating   company's   proposal,    market

conditions etc.

h)  The  rate  of  debt  (Rd)  works  out  to  11.2%  for  first  3  years  considering  PFC

interest  rate  of  12.5%,  5%  interest  rate for  KFW  loan  as worked  out  supra.  In  the

last two years the Rd  has come down to 9.3% due to reduction of interest rates of

PFC  from   12.5%  to   10.2%  as  filed  by  the  petitioner.   As  regards  the  Return  on

equity  (Re)  both  the  petitioner and  the  respondent  DISCOMs  have  indicated  CERC

rate    of    15.5%    and    the    same    is    accepted    being    inline    with    regulations.

Consequently,  the  RoCE  works  out  to  12.5%  in  the  first  3  years  and  11.2%  in  the

last two years and  11.9% for the control period.

i) The capital  cost of the  project was determined  as  Rs  10761.40 Cr.  The working

capital for the control period works out as follows inline with APERC  Regulations

S. Description 20 1 4- 1 5 2015-16 201 6-1 7 Z017-18 ZO18-19
NO.. (Rs.Cr.) (Rs.Cr.) (Rs.Cr.) (Rs.Cr.) (Rs.Cr.)

1 Cost of Coal stock for 1month
111.39 222.78 222.78 222.78 222.78

2 Cost of Oil for 1  month 2.62 5.24 5.24 5.24 5.24
3 OaM Expenses for 1  month 1 1 . 52 24.49 26.04 27.68 29.43
4

Maintenance spares-(1 % oftheHistoricalcost)
53.81 107.61 111.9Z 116.40 1 Z1.05

5 Sales receivables 2 months 393.81 790.14 788.62 786.11 783.81

6 Total Working Capital 573.15 1150.27 1154.60 1158.21 116Z. 32

7 90% of Total WorkingCapital
515.84 1035.24 1039.14 1042.39 1046.09
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j) The capital employed and  Return on capital employed for the period 05.02.2015

to 31.03.2019 are as follows:

S. Description Z0 1 4- 1 5 2015-16 2016-17 2017-18 2018.19
NO. (Rs.Cr.) (Rs.Cr.) (Rs.Cr.) (Rs.Cr.) (Rs.Cr.)

1 Original Capital Cost 5380.7 10761.4 10761.4 10761.4 10761.4

2
Less accumulatedDepreciation

0 23.92 260.67 556.61 852.55

3 Working Capital 573.15 1150.27 1 1 54 . 60 1158.21 1162. 32

4 Total 5953.85 11887.75 11655.33 11363 .00 1 1 071 . 1 7

5 Rate of RoCE 1 1 . 90% 11.90% 1 1 . 90% 11.90% 11.90%

6 RoCE  (Annual Basis) 708.51 1414.64 1386.98 135Z.ZO 1317.47

7 ROCE Allowed' 114. 53 1131.71 1386.98 1352.20 1317.47

8 90% of ROCE Allowed 103.07 1018.54 1 248 . 29 1216.98 1185 .72

•  -ROCE allowed  proportionately for unit availability i.e.  59 days in FY2014-15 and

219 days for unit-2 {n  FY2015-16.

It.  Depreclation to be allowed:

a) The petitioner in their application stated that,  the rates of depreciation  as  per

the Companies Act,  2013  (Being considered for accounting purpose by APPDCL) are

lower  than  the  depreciation  as  per  the  Mop  Notification  dated  21.03.1994.  The

petitioner also stated to be taking measures to modify the repayment schedule for

a    longer    tenure,    matching    the    life    expectancy    of   the    plant.    Therefore,

depreciation   rates   are   considered   as   per   Companies   Act,    2013,   which   will

eliminate front-loading  for the purpose of tariff and  to ensure  benefi.t to the  end

consumers.  The  depreciation  as  filed  by  the  petitioner for  the  control  period  FY

2014-19 is as follows:
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S. Partlculars 2014-15 2015-16 2016-17 Z0 1 7- 1 8 2018-19
NO. (Rs.Cr.) (Rs.Cr.) (Rs.Cr.) (Rs.Cr.) (Rs.Cr.)

1 Depreciation 47.61 289.55 342.05 345.31 348.57

2
90% ofDepreciationClaimed

4Z.84 Z60.59 307.84 310.77 313.71

b) The respondent DISCOMs didn't offer any specific comments on this issue.

c)   The   matter   is   examined.   As   per   clause   12.2   of   Regulation    1    of   2008,

depreciation has to be allowed as per the rates prescribed in the Mnistry of power

notification  dated  21.03.1994  till  repayment  of  loan  and  remaining  depreciation

value  shall  be  spread  over  the  balance  useful  life  of  the  plant.  As  per  Mop  1994

notification,  the  rate  of  depreciation  is  around  7.84%.  CERC  in  its  regulation  for

the  control  period  for  FY2014-2019  provided  a  depreciation  of around  5.28%.  The

depreciation  rate,  when  worked  out  based  on  the  data  filed  by  the  petitioner

comes  to   2.75%  and   frontloading  of  tariff  is   avoided   and   the  consumers   are

benefited   and   accordingly,   the   same   is   accepted   by   the   Commission   for   the

purpose of computing the tariff on approved capital cost.

d)   The   depreciation   approved   for   the   period   05.OZ.2015   to   31.03.2019   is   as

follows:

S. Particulars Z014-15 2015-16 Z016-17 2017-18 2018-19
No. (Rs.Cr.) (Rs.Cr.) (Rs.Cr.) (Rs.Cr.) (Rs.Cr.)

1 Depreciation 23.92 236.75 295.94 295.94 295.94

2
90% ofDepreciationClaimed

21.53 213.08 266.35 266.35 266.35

lil.  O&M cost to be considered:

a)  The  petitioner filed  O&M  cost  as  per  CERC  regulations,  2014  and  included  Pay

Revision Commitment of 2014 additionally. The O&M expenses are escalated at the

rate  of  6.64%  on  year  to  year  basis  in  line  with  CERC  regulations.  It  was  further
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mentioned  that  there  are  no  norms  in  APERC  Regulations   1   of  2008  for  higher

capacities over and above 500 MW.

b) The respondent  DISCOMs and  objectors  have suggested  to limit O&M cost as  per

CERC  Regulations,  2014.

c) The matter has been examined. This Commission  has been consistently in  |St,  2nd

and  3rd  control  periods  for  FYZ006-09,  FY  2009-14  8.  FY2014-19  has  been  allowing

the  impact  of  pay  revfslons  while  issuing  the  APGENCO  Tariff  orders,  as  can  be

seen from  the order dated  26.03.2016 in the  matter of determination  of Tariff of

APGENCO generating stations for the control period from 01.04.2014 to 31.03.2019

in  O.P.  No.  03  of 2016.  In  the  same  order,  it  is  also  stated  that  even  the  present

Commission  allowed   the  impact  of  pay  revisions  in   the  orders  for  true-up  of

transmission  and  distribution  tariffs for the 2nd  control  period  i.e.  FY 2009-2014 as

periodic  pay  revisions  and  /  or  statutory  wage  increases  are  unavoidable  to  the

extent they are prudent. Vide the same order,  it is also reported that CERC is also

allowing  the  impact  of  pay  revisions  in  its  tariff  orders  whenever  such  revision

takes  place.  That  being  the  case,  a  different  treatment  can't  be  meted  out  to

APPDCL   which   is   promoted   by   APGENCO,    DISCOMs   8.   GOAP.,   Accordingly,   the

proposal  of  the  petitioner  as  extracted  supra  is  approved.  The  O&M cost  for  the

period 05.02.2015  t.o  31.03.2019 is as follows:

S. Description FY FY FY FY FY
NO. 2014-15 2015-16 201 6-1 7 20 1 7- 1 8 2018-19

1 Capacity(MW) 800 1600 1600 1600 1600

2

Period
59days

U#1:365days

Both  Uni ts:  12 Months  / Year
U#2:219days

3 OaM Changes/MW(Rs.Lakhs)
17.28 18.37 19.53 20.76 22.07

4 Total O&MCharges(Rs.Cr.)
22.35 Z35.14 312.47 332.19 353.15

5 90% ofTotalOaMCharges(Rs.Cr.)

20.11 211.63 281.23 298.97 317.84
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d)   Consequently,   the   fixed   cost   for   the   control   period   from   05.02.2015   to

31.03.2019 approved  by the Commission is as follows:

S. Description Z014-15 2015-16 2016-17 2017-18 2018-19
No. (Rs.Cr.) (Rs.Cr.) (Rs.Cr.) (Rs.Cr.) (Rs.Cr.)

1 RoCE 114.53 1131.71 1386.98 1352.20 1317.47

2 Depreciation 23.92 236.75 Z95.94 295.94 295.94

3 Annual O&M expenses 22.35 235.14 312.47 332.19 353.15

4 Total Annual Fixed Charges 160.79 1603.61 1995.40 1980.33 1966. 56

5
90% of Total Annual FixedCharges

144.71 1443.25 1795.86 1782.29 1 769 . 90

e) The fixed charges filed and fi.xed charges approved for the period 05.02.2015 to

31.03.2019 are as follows

FY F''ed Approved Difference
(Rs.  Cr.) (Rs.  Cr.) (Rs.  Cr.)

2014.1 5 203.16 144.71 58.45

2015-16 1747.79 1443.25 304.54

2016-17 2172.09 1795.86 376.23

2017-18 1995.07 1782.29 212.78

2018-19 2004.73 1769.90 234.83

Total 8122.84 6936.01 1186.83

c)   Methodology for determination of Variable Cost:

a) The petitioner filed variable cost as per clause  13.1  of regulation  1  of 2008. The

petitioner stated that the benefits of super critical technology are realized,  when

a unit of a power station operates at the capacity of 660 MW or above.  If the unit

operates below 660 MW,  due to non dispatch under backing down,  the benefits of

super  critical  technology  will  not  be  realized.   Hence,   the  petitioner  proposed

operating parameters separately for super-critical and sub-cn.tical as follows:
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Parameter Sub.critical Super-critical

Statlon Heat Rate 2450  Kca`/ Kg 2302 Kcal/Kg

Aux.  Power Consumption 7.5% 6.5%

Sp.  Oil Consumption 2.0 ml/kwh 2.0 ml/kwh

b)  ln this context,  the APSEB Engineers Association  8. APGENCO Accounts Offlcers'

Association  in  their objections stated  that  the SDSTPS  -  Stage-I  (2X800 MW)  using

Super Critical Technology  being  the  first  of  its  kf nd  in  Public  Sector offering  low

specific      coal      consumption,      less      auxiliary      consumption      besides      being

environmental  friendly,   with   less  emissions.  The  advantages  of  Super  Critical

Technology can only be achieved when the unit is operated above 660 MW,  which

also  reduces  the variable  cost.  As  per the tariff application  filed  by APPDCL,  it is

noticed  that  different  variable  costs  were  quoted  for  Super  Critical  Technology

and Sub Critical Technology. Therefore,  it is evident that the variable cost is less

when  the  unit is operated  above  660 MW,  which  benefits the APDISCOMs  to avoid

outside power purchases at high variable costs. As a result,  the end consumer will

be  benefited.  Hence,  it  is  requested  to  allow  SDSTPS  units  to  run  above  660  MW

duly following the merit order.

c)  The  respondent  DISCOMs  in  their  replies  stated  that  the  units  operating  at

ful` load will always be advantageous to the DISCOMs.

d) The petitioner in their replies stated that they proposed a lower tariff rate for

passing  on  the  benefits  of super crjtical  technology,  when  operating  at a  load  of

dhove  6cONNI.

e) The matter has been examined. The respondents and objectors did  not raise

any  objection  on  vartable  cost  parameters  and  the  proposed  parameters  for

operating  in  super  critical  mode  are  in  line  with  the  PPA  approved   by  the

Commission.

f)  As  regards  the  operating  parameters  applicable  when   units  are  operated

under sub-critical  technology,  Regulation  1  of  2008  as well  as  CERC  Regulation

are   silent.   However,   the   petitioner   has   requested   for   certain   parameters

applicable for sub-critical operation  as  mentioned  supra.  The  CERC  notification

L-1/18/2010-CERC  dated  6th  April,   2016  provides  for  compensation  in  case  of
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operating  units  below  normative  levels.  However,  the  same  is  not  reflected  in

the  PPA.  As  such,  the  parties  may  negotiate  between  themselves,  if  they  so

desire  and  the  agreed  position  may  be  incorporated  as  an  amendment  to  the

PPA.  Notwithstanding the above,  the petitioner and  respondents are advised to

operate the  plant in  supercritical  mode in order to  improve the efficiency and

reduce the cost,  however,  keeping in view merit order considerations.

g)   The   petitioner   1.n   their   application   stated   that   the   incentive   for

generation  beyond  the  target  of  80%  Plant  Load  Factor  shall  be  claimed

annually  at  the  rates  specified  in  the  Regulation.  Further,  the  petitioner

stated that,  the Commission  may also consider a higher incentive at  Rs.0.50

per unit.  The  respondent  DISCOMs didn't offer their comments on  this.  The

issue  relating  to  payment  of  fixed  charges  on   normative  availab"ty  of

power  of  85%  of  the  capacity  and  the  incentive  also  to  commence  from

above  85% is  under discussion  between  APDISCOMs and APPDCL,  pursuant to

Commission's  orders  dated  13.07.2018  in  O.P.  21   of  2016.  Accordingly,   no

decision  can  be given  in  this order and the  matter will be decided  pursuant

to  the   compliance  of  the   above   said   directions   of  the   Commission.   As

regards,  gMng  higher incentive at  Rs.0.50  per  unit as against the incentive

rate of  Rs.O.25  per unit  provided  in  Regulation  1  of 2008,  the same cannot

be changed now until the regulation is amended.

10.        Apart  from  the  desirability  of  the  parties  coming  to  an  understanding  on  the

operating    parameters    applicable    during    operations    under    sub-critical    mode    or

supercritical  mode,  one  factor  that  needs  to  be  referred  to  herein  is  the  order  of  the

Commission  in  O.P.No.21  of 2016  dated  13-07-2018,  whereby  the  amended  and  restated

Power  Purchase  Agreement  dated  24-08-2016  between  the  parties  was  approved  in-

principle subject  to  the  settlement of the factors  specified  by the Commission  therein.

Para 12 of the said order stipulates as follows:

``12.  The  decision  of  the  Commission  on   the  following  issues  needs  to  be  given

effect  to  by way  of discussion  by  the  parties  and  submitting  suitable amendments

duly  executed  to  the  amended  PPA  and  submitted  in  the  Commission  for  consent

within 60 days from the date of this order:

a.       At   paras   10   (d)   relating   to   payment   of   fixed   charges   on   normative

availability of power of 85% of the capacity and the incentive also to commence

from above 85%.
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b.       At  paras  10  (f)  (iii)  relating  to  non-payment  of  fixed  charges  for  backing

down a third party sales by APPDCL in such an eventuality and

c.       At paras  10  (f)  (v)  relating to deletion of stipulati.on  to claim fixed  charges

during force majeure".

However,  the  Southern  Power  Distribution  Company  of  Andhra  Pradesh  Limited,  the  lst

respondent    herein    has    intimated    through    a    Letter    No.CGM/IPC/APSPDCL/CGM/lpc

/GM/lpc/DE1/F.SDSTPS/D.No.137    dated    22-02-2019    that    both    parties    had    several

detailed  deliberatlons,  but  failed  to  reach  a  consensus  on  the  issues  of  (I)  normative

availabf lity  of  power  being  enhanced  from  80%  to  85%,  (ii)  nonpayment  of fixed  charges

for  backing  down  and  third  party  sales  and   (iii)  claim  of  fixed  charges  during  /orce

majeure periods. Therefore,  the Southern Power Distribution Company of Andhra Pradesh

Limited  desired  that the  Commission  itself may decide  on  the  three  issues,  as  it  has  the

power to adjudicate and  approve in  such  matters as  held  by the  Hon'ble Supreme Court
in  Tata  Power Company  Limited  Vs  Reliance  Energy  Limited  and  others  (CA3510-3511  of

2008,  decided  on  06-05-2009).    The  jurlsdiction  of  the  Commission  to  adjudicate  and

approve  any  aspects  of  Power  Purchase  Agreements  in  case  of  disputes  /  differences

between  the  parties  is  beyond  any  dispute,  but  it  would  be  more  appropriate  for  the

parties to approach the Commission with an appropriate petition in this regard,  if they so

desire,  rather  than  the  Commission  itself attempting  to  invoke  its jurisdiction  suo-motu

without  initiation  of any  proceedings  by  the  parties.  Therefore,  these four questions  in

Issue  need  to  be  relegated  to an  appropriate  petition,  which  the  parties  may choose  to

file before this Commission and the questions need  no further probe in this order.

11.          In  the result:

a.     The  Commission  approves  Rs.10761.40Cr.  (Rupees  Ten  Thousand  Seven  Hundred

and    Sixty-one    Crores    and    Forty    Lakhs)    against    the    petitioner's   claim    of

Rs.12630Cr.  in  the original  petition  and  the  revised  claim  of Rs.12551Cr.

b.     The    Commission    approves    Rs.6936.01Cr.    against    the    petitioner's    claim    of

Rs.8122.84  Cr.  towards  fixed  cost for  the  period  from  05.02.2015  for  the  rest  of

the  control  period  of  2014-2019.  The  year  wise  fixed  cost  approved  against  the

petitioner's claim js as hereunder:
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FY Filed by the Approved  by
Petitioner the Commission
(Rs.  Cr.) (Rs.  Cr.)

2014.15 203.16 144.71
2015-16 TJ 4:J .I 9 1443.25
2016-17 217Z.09 1795.86
2017-18 1995.07 1782.29
2018-19 2004.73 1769.90

Total 81 Z2.84 6936.01

c.     The advice of the Comptroller and Auditor General that the  refund of liquidated

damages was  a violation  of  the  terms  and  conditions  of the Agreement and  was

not  in  the  best  financial  interest  of  the  petitioner  may  be  considered  by  the

petitioner  to  pursue  the  required  remedial  measures  to  get  back  the  refunded

amount from Bharat Heavy Electricals Limited.   If the petitioner secures any such

refund  from  Bharat  heavy  Electricals  Limited,  the  same  should  be  immediately

reported  to  the  Commission  for  considering  any  factoring  of  the  same  into  the

capital cost.

d.     The  fixed   charges  are  determined   duly  considering   the  applicable  normative

availability of the plant. The same are adjustable to actual availability.

e.     Variable charges,  Income tax shall be paid as per the terms and conditions of the

PPA consented  by the Commission.

f.      The  parties  (either  or  both  of them)  are  at  liberty  to  approach  the  Commission

with  an, appropriate  petition  for  adjudication  and  determination  of  any  of  the

disputes /  differences between them relating to the issues specified in para 12 of

the  order  of  this  Commission  in  O.P.No.21  of  2016  between  the  parties  decided

on    13-07-2018   and   about   the   operating    parameters   applicable   during   the

operation of the units under sub-critical mode or supercritical mode.

12.        The  petition  is disposed  of with  the above directions  and  the  lnterlocutory

Application is closed as unnecessary.

This order is corrected and signed on this 2nd Day of March,  2019.

Sd/-
(P. Rama Mohan)

Member

Sd/-
(Justice G.  Bhavani  Prasad)

Chairman
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No. I-1/103/CEFIC/2012
CENITRAL ELECTRIaTy iREGU LATORy COM MlssloN

NEW DELHI

Coram= Dr. Pramod Dco, Cha[rperson
Shri S. Jayaraman, Member
Shri V. S. V®rma, Member
Shrl M. Deena Dayalan, Member

Date Of Hearlng: 11.11.2010
Datooforder     : 4.6.2012

Annexure-B

In tll® matfty Of=
Benchmark Capital Cost (Hard cost) for Thermal Power Stations with Coal as Fuel

ORDER

A. RACKGROUMD

In exercise of its power under Section 178 read with Section 61 of Act and after

previous  publication,  the  Commission  has  notified  the  Central  Electricity  Regulatory

Commission ITerms and Conditions of Tariff) Regulations, 2009, (hereinafter referred

to as "the 2009 Tariff Regulations'?.  Regulation 2 of 2009 Tariff Regulations provide

that the regulations shall be applicable in cases where tariff for a generating station or

unit thereof and transmission system is determined by the Commission under section

62 read with section 79 of the Act.

2.     The Central Government in exercise of its power under section 3 of the Act,  has

notified   the   Tariff   Policy   vide   Resolution   No.23/2/2005-R&R   (Vol.Ill)   dated

6.1.2006.    Para  5.3  of the Tariff Poliey provides for the following among others:
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'twhile allowing the total capital cost Of the project, the Appropriate Commission would

ensure that these are reasonable and to achleve this objective,  requisite benchmarks
on capital costs should be evolved by the Regulatory Commissions."

3.          Keeping in view the above mandate of the Tariff policy, first proviso to clause (2)

of Regulation 7 of the 2009 Tariff Regulations provides as under:

nprovided  that  ln  case  of the  thermal  generating  station  and  the  transmission

system, prudence check of capltal cost may be carried out based or) the benchmark
norms to be specified by the Commission from time to time:"

4.    The Commlsslon initiated the process of determlnlng benchmark cost of 400/765

kv transmission  llnes,  associated  substations with  400/765  kv Transmission  system

and  Thermal  power  units  of  500/600/660/800  MW  in  June  2008.  A  consortium  of

consultants  {M/s  Evonik  Energy Services  (India)  Pvt.  Ltd;  M/s  Power  Research  and

Development Consultants (ln short PRDC), and M/s Klynveld Peat Marwick Gcerdeler

(in short KPMG)} were engaged 'with the objective of developing benchmark norms for

capital  cost  of thermal  power  units  of  500/600/660/800  MW  amongst  others.  The

above objectlve was to be achieved by collecting reliable available data, analyzing the

data, creating a data base, defining Dlsaggregated Packages of Hard Cost of a Project

to  be  sufficient for benchmarking,  recommending  appropriate  methodology through

which  a  benehmark capital  cost of a  completed  project would  be  arrived  at for the

purpose  of  prudence  check  and  developing  financial/pricing  model  with  identified

escalation  factors  assigning  due  weightage  for  various  materials/factors  etc.  The

financing  cost,  interest during  construction,  taxes and  duties,  right of way charges,

cost  of  Rehabilitation  &  Resettlement  etc.  would  be  addltlonal  and  were  not to  be
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factored  in  benchmark cost  being  developed.    The  model  so  developed  was  to  be

validated based on the historical data from the database.

5. The Consortium developed a self validating pricing model with escalation formulas.

The pricing model along with explanatory memorandum was placed on the website of

the  Commission,  through   public  notice  dated  21.10.2010  for  public  scrutiny  and

comments.    A public hearing was held on  11.11.2010. The  list Of paiticipants in the

public hearing is enclosed as Annexure -I. Several stakeholders like BHEL, NIPC and

one individual made power point presentation during the public hearing. Based on the

suggestions   and   feedback   received   from   stakeholder(s)   through   their   written

comments and oral submissions,  major issues pertaining to the benchmarking of the

capital  cost have  been  analyzed  and the Commission's decisions thereon  have  been

discussed in the succeeding paragraphs.

(8) Issues and Commiss]on's dec]s[ons

Issue No.1

6.    Resultant cost can at best be applied only as a prudence check rather than be used

to determine the tariff.  Model should not replace the price discovery model based on

ICB tendering process.

Clarlflcat]on and declsion
6.1  It is pertinent to  mention that the  model  or the benchmark numbers so derived

from the model are intended to be used for the purpese of prudence check as provided

in  2009 Tariff Regulations. The  model  is  not intended to  replace the  price discovery

based  on  International  Competitive  Bidding  (ICB) tendering  process.  Model  is broad

based  for  defined  boundaries  through  the  variables  sheet  and  does  not  intend  to
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replicate the  micro detailing which  normally is the prerogative of prqject proponenv

manufacturer.

6.2    Whlle  carrying  out-prudence  check,  the  model  will  be  used  to  identify outllers

(considering  the  devlatlons  ln  boundaries ln  actual  case and  the  model)  as possible

cases    for    carrying    out   further/detailed    prudence    check    and    assessing    the

reasonableness  of  the   capital   cost.   Based   on   the   principle  of  'Management  by

Exception', this process will  lead to saving of resource and time spent on conducing

prudence check while admitting the capital cost. Model has been kept dynamic so that

changes based on fresh  inputs/additions can be made as per needs to reflect market

trends'

6.3    Ultimate  comparable  cost for  prudence  check will  be  the overall  cost and  not

package wise cost, Optional packages will be accounted separately.

Issue No.2

7,     Emphasis  now  is  being  laid  on  tariff  based  competitive  bidding;  as  such  this

benchmark study may serve limited purpose.

Claifflcat[on and declsloh

7.1   No  doubt,   emphasls   now   is   on   tariff  based   competitive   bidding.   Even   the

Commission in its statutory advice to the Central Government had recommended that

the deadline of January 2011 for compledng the transition to procurement of power

through tariff based competitive bidding even from state /central government owned

entities should not be extended any further except in case of certain spedfied projects.

7.2 In spite of the above fact, there may be several projects during the transitory phase
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for  which  PPA's  would  have  been  entered  into  by  the  project  developer  prior  to

deadline date set for transition to competitive  bidding.  Such  cases would  have to be

dealt with on cost plus basis for which the above model would be useful to carry out the

prudence check.

Issue No 3:

8. Technological transfer price lmpect:  Impact of advisory issued by CEA in February

2010  regarding  incorporation  of  the  condition  of  setting  up  of  phased  Indigenous

manufacturing  facilities  ln  the  bids  while  sourcing  supercritical  units  would  require

accounting for Increase in cost on such issues.

Clailflcat]on and dedslon

8.1 Advisory on indigenous manufacturing for the sector is a welcome step from long

term  perspective.  However,  Icoking  into  the  number  of  committed  players  already

entered/entering  in this field,  competition thereof amongst participating  players and

lcoking  into  MW  capacity  addition  being  envisaged  through  this  technology  during

coming few years, increase in costs in per MW terns on these count, due to the MW

spread expected, should not be substantial. Small deviations on these counts may be

expected from station to station.  Even then during prudence check of the capital cost

of the  projects  in  which  such  conditions  were  incorporated  during  tendering  stage

issues arising on these count, will be addressed based on details of each case.

IssueNo4    .

9.  Sample  Size  for  600,  660  &  800  MW  /umited  data  availability for  600/660/800

MW/Extrapolation done to derive costs,
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Clarlflcatloh and declslon

9.1 The model has been prepared using reliable available data Of 500 MW units and few

units of 600/660/800  MW  capacity.  Co-relation  between  the  two  as  far as  material

aspect is concerned  ls available in explanatory memorandum as well as CEA reports.

The main test for benchmarking  of cost lies in  ultimate tariff at which  power will  be

generated  through  these  units  for  sale.    For  construction  of  Super  Critical  power

plants,  it  is  necessary to  reduce  investhent  cost and  to  bring  about an  economic

optimum between investment cost and efficiency gains. The increase in  per unit cost

on account of increase  in  fixed  charges due to higher capital  cost should  be at best

equal to savings in per unit variable cost due to increase in efficiency to keep the overall

cost of electricity per unit for sale at per with Subcritical plant with all other input cost

parameters    (fuel,    environmental    compliance    etc.)    remaining    the    same,    The

incremental  capital  cost  associated  with  a  super  critical  plant  as  compared  to  a

conventional sub critical  plant is not significant (small to negligible) based on findings

reported  in  lntemational  Energy Agency -Coal  industry advisory board  (CIAB)  peper

titled Industry Perspectives of Increasing the effidency of Coal Fired Power Generation.

Also as per numerous reports lt ls seen that in countries where supercritlcal technology

is being used since number of years the situation is more or less similar. This is because

the capital cost increase specific to the Super Critical Pulverlzed Fuel plant associated

with superior materlals and other features should get counter-balanced by cost savings

due to the fact that the steam generator and Balance of Plant and ancillary equipments

tend to be smaller (for same set of assumptions) as a result of the increased efficiency.

The   extrapolatlon   done  takes   into   account  the   reality  of  the  condition  that  at

introductory stage in India there can  be certain  premium for the technology and  has
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been factored through trend analysis of available data.

9.2 During the period from the date of public hearing and release of this order, number

of orders have been placed by utilities for 660/800 MW based plants. Tenders based on

bulk bidding have been opened in recent past by Central Generating Utility. Some data

sourced through interadion with some funding agencies by the consultants, has been

used internally by them for model testing. Based on variance results obtained it is felt

that since the model  is for prudence check any further intervention/correction  in the

model at this stage is not called for.

9.3   Notified  Values  of  Benchmark  are  median  values  for  Base  case  as  described

through Variables  Sheet.  A small  deviation  may  be expected  from  station  to  station

for the reasons such as within a  particular technology (here supercritical technology)

due to change in plant layout or design change (Spiral wound tubing vs vertical tubing)

or import content during the period till considerable indigenization is achieved etc.

Issue No. 5: Civil WorJes

10.  One of the issues raised  is that the cost of cMl works of Thermal  Power Project

cannot be appropriate cost to benchmark as ]t depends upon site specific details like:

•      Safe grade elevation corlsidering the HFL & topography and the quantum of

cutting & filling involved in leveling work.

The seismicfty & wind foroes specific to site.

Gedechnical data leading to election of open or pile foundation (dia & length of

pile), excavation in rock or soil.
Measures   of   ground   imprcivement   in   poor   ground   conditions   (like   soft

marine condition) or rrleasures to prevent liquefaction.

7



76

•       Diversion existing roads & drains as necessary.

•       Provision  of reservoir which  depends on  the source Of make-up  water & its

storage capecity and closure peried of canal / availability of i^ater in river.

Intake well location in the water body and the depth of sinking of well as per

geotechnical data, water depth and height Of well above water level.
Availabilfty  &   lead  for  borTOI^red   soil   for  site  filling  /  ash   dyke/   reservoir

construction.

Prtwision Of liner in ash dyke / reservoir works as per technical  requirement &

MOEF stipulations (for dyke works).

Length Of approach roads / railway siding works / makeup water pipe lines / ash

disposal & recireulation pipe line civil word(s which wil/ depend upon the relative

location w.r.t.  rrlain plant and varies from prtyect to project.

Corrosion  protection  measures  which  may  be  required  depending  upon  the

prevailing soil & ground water conditions and location in coastal areas.

Clarlflcatlon and declslon

10.1  As  already stated  above,  broad  based  modeling  has  been  done  in  this  regard

encompassing  usual  scenarios.  Deviation  on  account of specific issue  like  pile  length

etc may be dealt on case to case basis at the time of prudence check.

Issue No.6

11. Indices used for calculation of Escalation do not match with indices used by largest

manufacturer (BHEL) and  utlllty (NTPC).

11.1 Indices and their weightages used for calculation of price escalation in the thermal

model do not match with those adopted in the Letter Of Awards of NTPC. For example,

in case Of Steam Generator, escalation formula agreed with BHEL and incorporated in

the LOA provides for 15% fixed component, 25% for labour and 60% for base metals

& alloys and ln case of TG, escalation formula agreed with BHEL provides for 15% fixed
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component, 35% for labour and 50% for base metals & alloys.  However, the thermal

model provides for different set of indices and weightages.

11.2  It  may also  be  mentioned  that once  awarded,  fixed  component of  15%  is  not

escalated during the tenure of the specific LOA. However, to calculate the likely cost of

similar  package  for  another  project,  the  fixed  component  needs  to  be  linked  to

escalation in WPI for the intervening period, which may be provided ln the report.

11.3      The wejghtage given tovarious indices in price variation aause formula are not

commensurate with the prevailing formulas being used by utilities in general which are

more  rational.  The  materials  used  for  the  Price  Variation  Clause  formula  are  not

commensurate with the actual composition of the equipment.  For example the indices

used for Turbine generator formula includes non ferrous (18%) which is not true. This

needs to  be  rationalized  by taking  the  opinion  of the  manufacturers for the various

packages.

Claliflcatlon and decision

11.4 As already stated  jn  explanatory memorandum that indices  used  are  based  on

discussions with various stakeholders to arrive at input material  and their weightage

which  drives  the  cost  of  package  due to  absence  of any  standard  PV formulae  for

mechanical  packages.  However  based  on  suggestion  of  BHEL  and  Interaction  with

them subsequently indices used for turbine generator has been corrected in the final

model. It ls clarified that deviations on account of indices used and as per model will be

factored during detailed prudence check as requ]red.

Issue No.7

12. Scaling down factors in case of Greenfield vs,  Brownfield projects/Additional units

9
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at one location.

12.1  In  case  of expansion  projects,  where  earlier  phase  was  completed  long  back,

resources  mobilized  for  eariler  phase  were  de-mobilized.  These  resources  include

developed  quarries,  already  deployed  skilled/unskilled  manpower,  stores,  deployed

tools and tackles, other miscellaneous enabling works etc whlch are not available to the

contractor(mainly  ln  CMI  packages)  as  they  were  de-moblllzed,  thereby,  making  it

effectively as costly as a green field work.

12.2     There has been difference in the  Boiler Turbine Generator cost for the green

field and brown field projects to the tune of 5% which is unreasonable as Boiler Turbine

Generator scope remains the same for green field and brown field projects.

Clarification and decision

12.3 The difference, as worked out, between the two costs is on account of:

(i)  Green field  project  requires  totally  newly  established  facilities  such  as  office,

canteen,  workshop,  guest  house  etc.  which  is  not so  in  the  case  of  brown  field

project.

(ii) Greenfield project also requires establishment of construction resources such as

water, power, fuel, genset etc. while in the case of brown field project, the existing

construction resources are utilized.

(iii)   In   brown   field   project,   the   existing   turbine   building   is  extended   while   in

Greenfleld project, a  new turbine building has to be set.

(iv) In brown field project, the available engineering experience at existing location

is utilized thereby reducing the cost while in Greenfield project, these needs to be

established anew,

10
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12,4      Assuch it is feltthatthere is no need to make anyamendment in the model on

this issue at present.  Based on actual case/s warranting jnterventjon the same will be

viewed at the time of prudence check.

Issue No.9
13.  Redundancies and margins have not been considered.

Claiificatjon and decls[on
13.1 The standard redundancies are considered in the model (for example Mills, Boiler

Feed Pump, Condensate Extraction Pump, arculating Water pump,  Raw Water pump

etc). These standard redundancies of the system are described in the technical diary.

Technical diary is prepared as per CEA's specification,

13.2 The margins as applicable such as capacity, flow, weight, volume Of the equipment

considered are based on normal industry practice and CEA specification for 500MW and

above.  These  margins  have  been  built  in  to  incorporate  factor  Of  safety  and  to

safeguard against equipment / system operating outside range Of design  parameters

designed  for.  These  margins  built  in  only  to  achieve  100%  MCR  to  cater  to  such

eventualities.

otlier lesLles

Issue No.10

14.  It  is  not  clear whether the  project specific  Mega/non  mega  status  have  been

factored in the analysis of price. Electro Static Predpitator package considered is a part

of  Steam   Generator   package   or   is   excluded.   Cost  of  transportation,   insurance,

statutory fees paid towards Indian Boiler Regulations, IR etc is included or otherwise.

11
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Benchmark  data   for  Turbine  ,Generator  and   Boiler  are   based   on   Turbine   Inlet

parameter as 247 bar, 537/565 deg centigrade.  However if any developer goes in for

higher  parameter  e.g.  565/593  deg  centigrade  suitable  factor  to  be  applied  over

benchmark cost

Clarlflcat]oh and dec[slon

14.1    Model  has  been  prepared  for  hard  cost  of  units  of  sizes  500/660/800  MW.

Financlng  cost,  interest during  construction, taxes and  duties,  right of way charges,

cost of R&R etc. would be addltlonal and are not factored in benchmark costs.

14.2    ESP package is considered as a part of SG package

14.3    Cost of transportation, Insurance, statutory fees paid to IBR, IR etc is included

14.4 Parametric effects have been captured through Boiler efficiency and turbine heat

rate. Observations referred above regarding temperature and pressure indirectly affects

the boiler efficiency and turbine heat rate.

Issue Mo.11

15.  Benchmark study should also consider units below 500 MW capacities,  Since the

study is on Thermal Stations Gas based projects should have also been considered in

the study.  Plnandng  cost,  interest during construction, taxes and duties may impact

total project cost especially in case of COD delay.

Clarlflcatlon and declslon

15.1 Major percentage of likely additions either Greenfield or extension units will  be of

capacity rating of 500 MW and above as such study was focused on the same. For Gas

12



81

based   units  Handbooks  are  available  for  reference,   Interest  during  construction,

financing  charges,  taxes  and  duties  etc  are  considered  during  tariff  determination

including the impact of COD delay on the project cost through these elements. These

costs are utility and project specific.

Issue N®.12

16. Cost towards erection, testing and commissioning should get Indicated separately.

Claliflcatloh and decisjoh

16.1 These costs constitute minor percentage of total cost and have been factored in.

Isoue No,13

17 Providing options for dry fly ash disposal (100%), High Concentration Slurry System

(100%).  Suitable weightage for distance beyond 5  kin, lower slabs of Calorific value,

price  ceiling  impact  may  be  considered,  Categorization  of  seismic  zone,  Type  of

chimney-single flue/multi flue, consideration of auxiliary boiler etc.

Clarlflcat]on and decision

17.1 As stated above Model  is broad based and detailing as desired ls prerogative of

project  proponent,  variations  on  all  these  counts  will  have  to  be  factored  during

prudence checks.

Issue No.14

18.  Model may not cover all commercial factors affecting cost.

Clarlflcatloh and decls(on

18.1  Most common  commercial  variables have  been  used  based on  discussions  and

interactions with  manufacturers,  suppliers,  developers,  experts,  industry and  power

13
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utilities.  Due to data limitations, It may not be feasible to capture the impact of all the

variables  in  the  model.  However,  the  variables  used  ln  the  medel  are  considered

adequate to provide a reasonable cost figure for "prudence check''.

Issue No.15

19.    Coal  Handllng  Plant / Ash  Handling  Plant Cost

19.1   These  costs   langely  depend   on   plant   layout,   varying   coal   quantity  due  to

imporvindigenous type of coal,  storage requirement etc.  Benchmarked cost is based

on  either  track  hopper  or  wagon  tippler  scheme,  whereas,  depending  upon  the

requirement,  at times  both  the  schemes  are  in  use which  needs  to  be  considered,

Further, ln case of Ash Handling Plant Cost, the Commission has considered only 5 kin

of length, whereas ln  reality the overall  length  varies signlficantly depending  on the

layout.

Issue No.16

20.  Change  ln  evacuatlon  voltage  level  from 400KV  to  765KV  results  in  significant

increase in switchyard cost i.e. per bay cost almost trebles. While factoring evacuation

voltage,   Commission   report  is  silent  on   the  following.   As   per  Central   Electricity

Authority, the power evacuation voltage level has been typically considered as 400KV

for 2x500MW, 765KV for 2x660/800MW. However, Power evacuation voltage levels are

finalized  by  CTU/CEA  based  on  present  capacity  of  plant,  future  capacity  addition

provisions, location of plant and beneflciaries of projects. Accordingly voltage levels are

decided  as  765  KV,  400KV  or  both  765KV and  400KV  levels.  Accordingly  number  of

lines  both  at  400KV  &  765KV  along  with  associated  765/400KV  Inter  Conneding

Transformers shall  have to be considered.  Provision Of these requirements should be

14
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considered  as  per  project  requirement.  The  base switchyard  type taken  for thermal

project in the CERC report appears to be only of AIS for 400 kv/765 kv. Factors for GIS

type swltchyard should also be considered as these are being planned based on land

availability and environmental conditions. It appears Commission has only considered

tie  lines  (dedicated  lines)  up  to  pooling  substation  as  twin  conductor  for  400KV.

Provision  of lines with  high  capacity configurations i.e.  quad  conductor for 400KV &

other variants `based on line configurations should also be considered.

Clar[f[catlon and decislon(Issue 15&16)

20.1 For the present, no correction is envisaged in the model. Deviations on this count

will be considered at the time of prudence based on facts of the case.

Issue No.17

21.  Packages not Considered  in the Report:  (a) Certain  mandatory packages like Site

Leveling, Station Piping, Generator Bus duct, Startup Power cost, Construction Power

cost have not been considered in the CERC report.

(b)    Few    other    optional    packages    like    Extra    High    Voltage    cables    package

(400/220/132KV  as  per  requirement),  Gypsum  Handling  package,   ume  Handling

package,  over head  lines/sub-stations for power supply to  remote  loads outside the

plant like makeup water needs to be considered.

(c) Factors like diversions of existing overhead lines from project site to clear the land

should also be considered.

(d) Off-late water availability has been a major concern for NITC projects. Because of

15
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this at times we are  required  to  create  a  storage capacity for one to three  months,

which again  requires construction  of Reservoir / Weir / Annicut /  Barrage and these

needs to be considered by CERC,

Clarlflcatlon .nd deds[oh

21.2 Mandatory packages have been factored.  Optional  packages and specific issues

like diversion  of lines,  impact due to water availability will  be dealt  based  on  facts of

case and deviations caused.

Issue No.18 : Corrections in the Model

22.  Turbine  Heat Rate  Sensitivity:  As  per the thermal  model  in the  report,  change  in

Turbine Heat Rate does not impact TG cost, whereas, at clause no-6.3.5 of the report

it  is  mentioned  that  better TG  heat  rate  reduces TG  cost.  For  improved  (reduced)

turbine heat rate,  escalation ls to be provided  rather than  reduction as machine with

improved  turbine  heat  rate  i.e.  less  heat  rate  are  likely  to  be  costlier  because  of

improved design, materlal and workmanship.

Claifflcatlon and decls[on

22.2 Model has been rectified to incorporate the above.

Issue No.19

23.     Indices used for Turbine Generator Formula.

Claiificatfoh and decision

23.1 Formula has been modified based on spedfic observation of BHEL after discussion.

16
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Issue No.20

With less Ccoling Water temperature, condenser size becomes lower hence less costly.

Necessary corrections have been carried out.

Conclusion

24.    In view of the forgoing, we approve the benchmark norms as on December 2011

as  per Annexure  11  to this  order for capital  cost for Thermal  Power Station/Unit

size(s) 500/600/660/800 MW which shall be taken into consideration while determining

the'  capital   cost   in   accordance  with   clause   (2)   of  Regulation   7  of  2009  Tariff

Regulations. The benchmark cost may be reviewed and updated on 6 monthly basis or

at such  interval  as  may  be  decided  by the  Commission.  We further direct that the

generating companies whose tariff is determined by the Commission under Section 62

of the Act shall be required to submit information on the forms attached as Annexure

Ill to this order in addition to the formats being submitted in accordance with 2009

Tariff Regulations.

sid/ -                                       edi -                           edi -                                            edi -
(M. DEENA DAyA[I\I\i)      rvLs.vEF`MA)       (s.]AyARAMAI\i7            (DR. PRAMOD DEO)

.    MEMBER                         M==                  MEMBER                      cHAmpERsOI\i

17
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ANNEXURE- I

List of participants in  public hearing on  -Behcllmarklhg of Capital  cofy of Thermal
Power Statfoh' held oh 11.11.2010

SI.No.
NAME DESIGNATION

NAME OFCOMPANY

1 DEEPAK SH RIVASTAVA DY. GENERAL MANAGER M.P. TRADECO

2 R. SURESH GM/COMMERCIAL NLC

3 SANDEEP SAHAY DGM AES
4 G.  P. SINGH SE UPRVUNL

5 ANUJ GuPTA SR. ENGG. BHEL

6 REVTI RAMAN AGM NTPC
7 C.A MANISH GARG PARTNER MADHU GUPTA & CO.

8 A.  DHAR VP L & T POWER
9 P.K. GARG Sr. GM L & T POWER

10 MANESH GUPTA AGM L&T

11 ANKIT AGRWAL ASST.  MANAGER TATA POWER
12 SANJIV K. GOEL CHIEF MANAGER JAYPEE
13 TANU SHRE E BHAITACHARY RESEARCH ASSOCIATE TERl
14 ABHASH MOHANTY MANAGER COMMERCIAL NTPC
15 SHIYA A SR.ENGINEER COMML NTPC
16 RAJIV BHARDWAJ MD JAYEE POWERGRID

17 S.SEN DIRECTOR SANGAM POWER
18 U K TYAGl GM POWER GRID
19 8.  VAMSI CM POWERGRID
20 RK CHAWHAN GM POWERGRID
21 BHARAT SHARMA AM NDPL

22 ANAND JAIN CM ABC CONSULTING
23 N L RAJAH ADVISORY COMMllTEE CHENNAI CAG

18
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AREXURE -Ill

PART-I

FORM-5

ABSTRACT OF ADMITTED  CAPITAL COST FOR THE EXISTING  PROJECTS

Name of the Company:

Name of the Power Station:

apital Cost as admitted  by CERC

apltal  cost admltted as on

Give reference of the relevant CERC Order with

etition  No.  &  Date)

Foreign  Component,  lf any (ln  Million  US  S

r the  relevant Currency)

Domestic Component  (Rs.  Cr.)

Foreign     Exchange     rate    considered     for

he admitted CaDital cost

edging     cost,     if    any,     considered    for

he admitted  CaDltal cost

otal Capital cost admitted (Rs.  Cr)

PETITIONER

20



PART-I

FORM-5A

89

ABSTRACT OF CAPITAL COST ESTIMATES AND SCHEDULE OF

cOMMissioNiNG  FOR THE NEw pRojEcrs

Name Of the Company:

Name Of the Power Station:

Now Prolects

CaDltal Cost  Estimates

Board  of Director/ Agency approving

the  CaDital  cost  estimates:

Date    of    approvalof    the    Capltal
cost estimates:

Present Day Cost ComDleted Cost
Price level of approved estimates As of End of ___Qtr. As on Scheduled COD of

Of the Year the Station

Foreign  Exchange rate considered for
the CaDjtal  cost estimates

Capltal Cost excludlng  lDC & FC

Foreign  Component,  if any (ln  Million

US  S  or the  relevant Currencv)

Domestic Component  (Rs.  Cr.)

Capltal     cost    excludlng     lDC,     FC,

FERV &  Hedalna  Cost  (Rs.  Cr)

IDC.  FC.  FERV &  Hedalna  Cost

Foreign  Component,  if any (In  Mlllion

US S  or the relevant Currencv)

21
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Domestic  ComDonent (Rs.  Cr.)

Total     lDC,     FC,     FERV    &     Hedglng

Cost  (Rs.Cr.)

Rate of taxes & duties considered

Caoltal  cost  lncludlnq  IDC.  FC.  FERV &  Hedolna Cost

Foreign  Component,  lf any (In  Million

US  S  or the  relevant  Currencvi

Domestic  Component (Rs.  Cr.)

Capltalcost     Including     lDC    &     FC

(Rs. Cr)

Orlglnal  Schedule of Commlsslonlng

as  per the approval of the  Board of
Directors  /  agency approvlng the
caDltal cost estlmates

COD of Unlt-I/BIock-I

COD of Unit-II/Block-ll

COD of last Unit/Block

Note:

1. Copy of approval  letter should  be enclosed.

2.  Details of Capltal cost are to  be furnished  as  per FORM-5B or 5C as applicable

3.  Details  of lDC &  Flnancing  Charges  are  to  be furnished  as  per  FORM-14

PETITIONER

22
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BREAK-UP OF CAPITAL COST FOR COAL/LIGNITE BASED  PROJECTS
Name of the Company:
Name of the Power Statlon:

PART-I

FORM-5B

•N. reak Down
Perrlglnalstlmates

ctualapltal

labllltles/ arlatlon Reasons for
xpendlturesonCOD provlslons 3-4-5) arlatlon

1) 2) 3)' 4) 5) 6) 7)

1.0 ost of Land & Site Development
1.1 Land

1.2 Rehabilitation     &  Resettlement     (R&R)

1.3 Preliminary Investigation & Site

eveloDment

otal    Land & Slte DeveloDment

2.0 Iant  &  Eciu[E)ment

G

2.1 team Generator Island
.1.1 ESP

.2 urblne Generator Island

2.2.1 P/LP  PiDina

OP Mechanical

.3 ater System
2.3.1 External water suDDly system

2.3.2 W system

2.3.3 DM water Plant

.3.4 Iariflcation  Plant

2.3.5 hlorination  Plant

2.3.6 ffluent Treatment Plant

2.3.7 ewacie Treatment plant

2.3.8 ire  Fiqhtina  System

2.3.9 entral  Monitorincl System

2.3.10 ust SuDoression  System

2.3.11 esalination  Plant

.4 aterlal  Handllna System

2.4.I uel Oil  Handlinc]  & Storac]e  Svstem

2.4.2 sh  Handllnc]  System

2.4.3 oal  Handlinci System

2.5 echanlcal-Mlscellaneous Packaqe
2.5.1 ir Comoressor System

2.5.2 C Ventilation
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•N. reak Down
Perrlglnalstlmates

ctualapltal
iabllltles/ arlatlon Reasons for

xpendlturesonCOD rovlslons 3-4-5) arlatlon

1) 2) 3) 4) 5) 6) 7)

2.5.3 orkshop,  Laboratory Equipment and
onltorinq  System &  Eauloment

2.6 Dtlonal Packages - Mechanical

2.6.1 GR/  Railway Siding  /  Unloading

EauiDment at Jetty

2.6.2 Rollinci  Stock/Locomotive

2.6.3 GD  Plant

OP Electrlcal

27 wltchvard Packaqe

.8 ransformers,    Swltchgear, Cables, Cable
acllltles   Groundlna & Llahtlnq  Packaaes

29 meraencv DG Set

.10 ransmlsslon  Llne  Cost till Tle  Polnt (If

Dollcable)

211 & I Packaae

MI Works

2.12 aln  Plant, Admlnlstratlon  Bulldlng,

oundatlons, Water System, Material
andllng  System  and  Mlscellaneous

ystem
.13 lte  Development, Temporary

onstructlon & Enabling Works,  Road  &

ralnage and Area Development for Ash

lsoosal

214 oollnq Tower

15 hlmnev

216 Dtlonal  Packaqes - Clvll

.16.I2162 GR/  Marshalllna Yard  / Jetty

ownshlD & Colony

163 GD Plant

'64 esallnatlon  Plant

nlt[al spares (Included ln above Packaaes

Otal  Plant & Equlpment lncludlng  Clvll

orks  but    excluding taxes
Dutles

18 axes and Dutles

2181 ustom Duty

2182 ther Taxes & Duties

otal Taxes & Dutles
24
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•N.
I  reakDown SPerriglnalstlmates

ctualapltal

labllltles/ arlatlon easons for
xpendlturesonCOD rovlslons 3-4-5) arlatlon

1) 2) 3) 4) 5) 6) 7)

otal plant & Equlpment ]ncludlng Taxes

uties
3.0 onstructlon    &Pre-         Comm]ss]on]ng

xDenses

3.1 rection Testincl  and  commissionina

3.2 ite  supervision

3.3 Derator.s Ti.ainina

3.4 onstruction  Insurance

3.5 ools  & Plant

3.6 tart uD fuel

otal  Construction &   Pre-
ommlsslonlna  EXDenses

.0 verheads

.1 stabllshment

.2 Desicin  &  Encijneerinci

.3 udit & Accounts

.4 ontinqencv

otal Overheads
5.0 aDltal  cost excludlnq  lDC & FC

.0 DC.  FC.  FERV & Hedalna  Cost

1 nterest Durlno Construction  (IDC)

.2 inanclncl Charaes  (FC)

.3 oreian  Exchanqe  Rate Variation  (FERV)

.4 Hedciinci  Cost

otal  of lDC.  FC.  FERV &  Hedalna  Cost

.0

apltal  cost lncludlng  IDC,  FC,  FERV &

edqlnq Cost
1.     In case of time & Cost overrun, a detailed  note giving  reasons of such time and  cost overrun should  be

submitted clearly bringing out the agency responsible and whether such time & cost overrun was  beyond
'   the control of the generating company.

2.     Give  breakup of Taxes and  duties along with the details of basis of computations

3.     Give  detailed  breakup and working  of IDC and  Financing  charges.

PFTITIONER
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PART-I

FORM-5D

BREAK-UP OF  CONSTRUCTION/SUPPLY/SERVICE  PACKAGES

Name of the Company:
Name of the Power Stat[on:

I 2 3 4 5 6

1 Name/No.    of    Construction     /     Supply    /
Service  Packac]e

2 Scope    of    worksl     (in     line    with     head    of

cost  break-ups  as  aDDllcable)

3 Whether awarded through lcB/DCB/

Deoartmentallv/  Deposit Work

4 No. of bids  received

5 Date of Award
6 Date of Start of work
7 Date  of ComDletion  of Work

8 Value of Award2  in  (Rs. Cr.)

9 Firm or With  Escalation  ln  Drices

10 Actual  capital expenditure  tlll the  completion

or ul)    to COD whichever is earlier (Rs.Cr.)

11 Taxes & Duties  and  IEDC

12 lDC.  FC.  FERV &  Hedqinq  cost

'3 Sub  -total  (10+ 11 + 12)

2.

The scope of work ln any package should  be  indicated  in conformity of Capital cost
break-up for the coal/lignlte  based  plants  in  the  FORM-5B to the  extent  possible.     In

case of Gas/Llquld  fuel  based  projects,  break down  in the  similar manner in the

relevant  heads as  per FORM-5C.

If    there  is any    package, whlch  need  to  be  shown  in  Indian  Rupee and  foreign

currency(ies),    the    same    should    be    shown    separatelyalongwith    the currency,

the exchange  rate  and  the  date e.g.  Rs.80  Cr+US$50m=Rs.320Cr at  USS=Rs48  as  on

say 01.04.09.

3.    In  case of contract packages with  escalation  clause  provide the escalatlon  formula  in

each  package as  per the order placed.

PFTITIONER
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PART-I

FORM-5E
nlt Slze
umber Of Unlts
rcenfl®ld/E>denslon
s.M6.__ Varlables (Deslgn Opeledng Rahg®) ValueE5

1 Ccral  Quality -Calorific Value

2 Ash Content
3 Moisture Content
4 Boi ler Efficlency

5 Suspended Particulate Matter
6 Ash  Utllisatlon

7 Boiler Configuration
8 Turbine Heat Rate
9 Ow temperature
10 Water Source
11 Distance of Water Source
12 aarifier
13' Mode of Unloading  Oil
14 Coal  Unloading  Mechanism
15 Type of Fly Ash  Dlsposal and Dlstance
16 Type of   Bottom Ash Disposal and Distance
17 Type of Sow
18 Foundation Type (Chl mney)
19 Water Table
20 Seismic and Wlnd Zone
21 Condensate Ccollng Method
22 Desallnation/RO plant
23 Evacuation Voltage Level
24 Type of Goal (Domestic/Imported)

Parameter/Vaiiables Values
Completion Schedule
Terms of Payment
Performance Guarantee uablllty
Basis of Price ( Firm/Esca lation-u nked)

I  Equipment Supplier (Country of origin)

Opt]onal Packagce Yes/no
Desallmation PlanvR0 Plant
MGR

Railway Siding

Unloading Equipment at Jetty
Rol llng Stock/Ljromotlve
FGD Plant

Length of Transmlsslon Llne till lle Point (ln kin)

PETITIONER
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96 Annexure-C

CENTRAL ELECTRICITY FREGULATOF`Y COMIvllssION
NEW DELHI

Potltlon No. 69/CTml 3

Coram:
Shri Gireesh 8 Pradhan, Chairperson
Shri A.K.Singhal, Member
Shri A.S. Bakshi, Member

Date Of Hcarlng:   13.01.2015
Date of order:       21.09.2015

ln the matter Of
Approval  Of generation  tariff of  Mauda  STPS,  Stage-I  (2  x  500  MW)  for the  period  from  the
aanticipated date of commercial oporatfon Of Unitl to 31.3.2014

And in the matter Of

NTPC Limited,
Core-7, Scope Complex,
7,  Institutional Area, Lodhi Road,
New Delhi -110003

Vs

1. Madhya Pradesh Power Management Company Limited
Shakti Bhawan, Vidyut Nagar,
Jabalpur -482008

2.  Maharashtra State Electricity Distribution Co.  Ltd.
Prakashgad, Bandra (East),
Mumbai 400051

3. Gujarat urjavikas Nigam Ltd.,
Sardar Patel VidyutBhawan, Race Course,
Vadodara-390007, G ujaratl

4. Chhattisgarh State Electricity Distribution Co.  Ltd.
P.O. Sundar Nagar,
Danganiyan, Raipur -492013

5. Government of Goa,
Electricity Department, VidyutBhawan,
Panaji, Goa

6.  Electricity Department,
Administration of Daman & Diu
Daman -396210

7.  Electricity Department,
Administration of Dadra & Nagar Haveli, Silvasa

Partles present

Shri Ajay Dua,  NTPC
Shri T. Vinodh Kumar,  NTPC
Ms. Suchitra Maggon,  NTPC

Order in Petitlon No. 69roTVI0 I 3

.A.

. . . Petltloner

. . . Respondents
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Shri Sachin Jain, NTPC
Shri  Natesan, NTPC    I
Shri Anurag  Naik,  MPPMCL
Shri Arvind Banerjee, CSPDCL
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ORDER

The  petitioner,  NTPC  Ltd  has  filed  this  petition  for  approval  of tariff  of  Mauda

Super Thermal  Power Station,  Stage-I  (2  x  500  MV\D  (`the  generating  station")  for the

period  from  the  anticipated  date  of  edmmercial   operation   of  Unit-I   (1.10.2012)  to

31.3.2014,  in  accordance  with  the  Central  Electricity  Regulatory  Commission  (Terms

and  Conditions of Tariff)  Regulations,  2009  (hereinafter referred to as "the 2009 Tariff

Regulations").

2.        The  project  is  being  implemented  by  the  petitioner  in  two  stages,  with  Stage-I

comprising  of two  units of 500  MW each  and  Stage-ll  comprising  of two  units  of 660

MW each. The investment approval of Stage-I (1000 MW) was accorded on 26.11.2007

by the  Board  of the  Petitioner company at a  project cost of {5459.28  crore,  including

lDC &  FC of €526.342 crore,  at a price level  of 4th quarter of 2007. The petitioner has

entered  into  Power Purchase Agreement (PPA) with  the  respondents  and  the  power

generated from the generating station shall  be supplied to the respondents in terms of

the  allocation  made  by  the  Ministry  of  Power,  Government  of  India  vide  letter  dated

18,8.2010.  The petitioner has accordingly filed  the petition for detemination  of tariff of

the  generating  station  from  the  anticipated  date  of  commercial  operation  of  Unit-I

(1.10.2012) to 31.3.2014.

3.       The  petitioner  vide  affidavit  dated  6,7.2012  had  claimed   capital  cost  and  the

annual fixed charges considering the anticipated COD of Unit-I as  1.10.2012 and  Unit-ll

as  1.4.2013.  Thereafter,  the  petitioner vide  letter dated  13.3.2013  had  submitted  that

Unit-I  of  the  generating  station  has  been  declared  under  commercial  operation  with

Order in Petition No. 69/GT/2013

.A.
Page 2 Of 62



98

delay under this head  has no overall impact in the project completion schedule.  Based

on  the  discussions  above,  the  delay  of  16  months  in  the  actual  COD  of  Unit-ll  as

compared  to  the  scheduled  COD  of  Unit-ll  is  found  to  be  beyond  the  control  of the

petitioner and is therefore condoned. Consequently, the increase in lDC,  lEDC etc. due

to time overrun of 16 months has also been considered and allowed.

34.     Based  on  the  above  discussions,  the  time  overrun  allowed  (against  the  actual

time  overrun)  for  the  said   Unit  and  the  schedule  COD   (reset)  for  the  purpose  of

computation IDC due to time ovemun is summarized as under:

units Scheduled SCOD Actual COD Tlmo overrun
COD as perLOA shlfted to

I 28.5.2012 13.3.2013 13.3.2013 -
'1 28.11.2012 30.3.2014 30.3.2014 .

Capital Cost

35.     Regulation 7(1 ) of the 2009 Tariff Regulations, provides as under:

"The   expenditure   incurred   or   projected   to   be   incurred,   including   interest   during

construction  and  financing  Charges,  any  gain  or loss  on  account  Of foreign  exchange
risk  variation  during  construction  on  the  loan-  (i)  being  equal  to  70%  of  the  funds
deployed,  in the  event of the  actual  equity  in  excess Of 30% Of the finds deployed,  by
treating the excess equity as normative loan, or (i)  being equal to the actual amount Of
loan in the event Of the actual equal less than 30% of the funds deployed, up to the date
of commercial operation of the project, as admitted  by the Commission,  after prudence
Check;

Capitalized initial spares subject of the ceiling rates specified in regulation 8; and

Additional capital expenditure determined under regulation 9:

Provided that the assets forming part Of the project, but not in use shall be taken out Of
the capital cost.

The capital cost admitted by the Commission after prudence check shall form the basis
for dcterrnination Of tariff:,

Provided  that  in  case  Of the  thermal  generating  station  and  the  transmission  system,
prudence check Of capital cost may be carried out based on the benchmark norms to be
specified by the Commission from time to time.

Order in Pelilion No` 69/GT12013
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Approved Cost

36.    As stated, the  Investment Approval  of the project was accorded  by the  Board  of

the  Petitioner Company on 26.11.2007 at an  estimated  current cost of {5459.28 crore,

including  lDC &  FC of {526.342  crore and Working  Capital  Margin  (WCM) of €102.271

crore  at  a  pn.ce  level  of  4thQuarter  of  2007.  The  corresponding  indicative  estimated

completed cost as approved by the Board was €6010.19 crore.

Actual Capital Cost as on COD

37.    The   petitioner  vide   affidavit  dated   3.3.2015   has   claimed   the   capital   cost  of

€289307.61  lakh  as on  COD  of Unit-I  (13.3.2013)  and  {551694.21  lakh  as on  COD  of

Unit-II  (30.3.2014) duly reconciled and audited as detailed below:

({ 'n un'
COD ofunlt-I COD of Unit-ll
(13.3.2013} (30.3.20141

1 Gross Block 322620.30 587990.90
2 Unrdischaraed liabilities 35853.22 35978.16
3 Gross      block      ®xclud]ng      un-dlscharg®d 286767.08 552012.74

llablllti®s (1-2)
4 Add:   Notional IDC 1041 .00 1420.0
5 Add:  Short Tern FERV (-)  1256.70 (-) 2539.61
6 Add:Inter-unit transfer uD to COD 2756.23 801.08
7 Car)ital cost claimed 289307.61 551694.21

38.    The respondent,  CSPDCL vide affidavit dated  5.11.2014 has submitted that there

is huge variation  in the completed  project cost at the time of scheduled COD and the

actual  cost  of  the  project  as  on  the  date  of  COD.   It  has  also  submitted  that  no

justification  has been given by the petitioner for this variation and the items where cost

variation  (excess  cost)  is found  listed  and  the  estimated  cost  in  respect of items  like

Cost of Steam/ Turbine Generator equipment,  CHP, CW System and Start-up fuel and

pro-commissioning expenses of {144.33 crore. The respondent has also underiined the

variation  in  actual  cost  as  compared  to  the  estimated  cost  in  respect  of  following

assets/items, for which no justification has been given by the petitioner:

Order in Petition No. 69/GTy20 1 3
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Name of the Item As per estimated cost Actual cost Variation
Steam                   Gene rato reauioment 1503.73 1520.16 16.43

Turbi ne                  Ge ne rato reauiDment 830.78 975.16 144.40

Coal  Handlina Plant 280.47 333.13 52.66
CW System 80.56 131,.55 50.99
Coolina Tower 64.51 83.12 18.61

Ash     Disposal     &     AreaDevelopment 94.106 41.26 52.84

Road & drainage includingSiteDevelopment 0.00 74.56 74.56

Establishment cost 252.53 365.17 112.64
Start-uD fuel 0.00 144.33 144.33
lDC 527.22 717.66 1 90..44
Financina Charges 32.46 337.88 305.42

39.    The  respondent,  CSPDCL  has further submitted  that the  petitioner has  incurred

an   expenditure   of   {144.33   crore   towards   Start-up   fuel   and   Pre-commissioning

expenses which is a substantial amount and has urged that the matter may be critically

examined  by the Commission  as to why so  much fuel  has  been  burnt during  the  pre-

commissioning  period.  It  has  also  submitted  that  the  petitioner  ca.nnot  be  allowed  to

bum  any  quantity  of fuel,. at  any  cost  before  COD,  as  the  same  has  a  long  term

financial  implications  as  the  said  amount will  be  capitalized  for  purpose  of tariff.  The

respondent,  MPPMCL  vide  affidavit dated  11.11.2014  has submitted  that there  is  high

variation  in  the  completed  cost  at  the  time  of scheduled  COD  and  the  actual  cost  of

project as on date of COD.  It has also submitted that no justification has been provided

by the petitioner for this variation. The respondent has submitted that only justified and

appropriate  financing  cost  may  be  allowed  after  scrutinizing  the  same  minutely.   In

response,  the  petitioner vide  affidavit dated  4.12.2014  has  submitted  that  there  is  an

increase in cost incurred as in COD of the station vis a vis the value estimated in 2007

based  on the  prevailing  cost then.  It has also  submitted  that the actual  project cost of

{5520.12   crore   claimed   is  well   below   the   Completed   cost  of  {6010.18   crore   as

envisaged in the Investment approval.  It has further submitted that the per unit capacity

order in Petition No. 69lGT120 1 3
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charges  appear to  be  higher as the  respondents  have  not availed  the  entire  energy

available to it. The petitioner has submitted the asset-wise justification for the variance

in actual cost vis a vis estimated cost on the assets indicated by the respondents and

has submitted that the excessive cost variation as  raised  by the respondents may be

ignored  by  the  Commission.  As  regards  the  claim  towards  Start-up  fuel  and  Pre-

commissioning expenses, the petitioner has submitted that at the time of preparing the

Feasibility  Report (FR)  in  2007,  the sale of infirm  power was frequency linked with  no

cap on  price and  at the time of commissioning  the  units  under revised  Regulations in

force, the revenue for sale of infirm power has been copped @ €1.65/ kwh. It has also

further submitted  that as the  recovery  is frequency linked  and  most Of the time actual

frequency  was  around   50   Hz,   the   revenue  earned   through   sale  of  infirm   power

remained  very  low,  even  sometimes zero.  It  has therefore  clarified  that at the time  of

commissioning,  coal  from  other sources were also  used  including  import of coal.  The

petitioner   has   submitted   that  the   said   expenditure   pertains  to   pre-commissioning

expenses  claimed  in  accordance  with  Regulation  11   of  the  2009  Tariff  Regulations

which  provides that any  revenue  earned  by the  generating  station  from  sale  of infirm

power shall  be adjusted  in the capital  cost after taking  into account the fuel  expenses

incurred in view of the above regulations. Accordingly, the petitioner has stated that the

pre-commissioning expenses have been claimed and included in the capital cost.

40.       We  have  considered  the  submission  of the  parties  on  the  issue  of abnormal

increase in the start-up fuel and  pre-commissioning expenses.  Pursuant to the hearing

of  the  petition  on  13.1.2015,  the  Commission  had  directed  the  petitioner  to  furnish

details  of  actual  expenditure  of  €144.33  crore  on  Start-up  fuel  along  with  details  of

computation  of coal  and  secondary fuel  oil  and  their  price,  units  generated,  activities

undertaken and revenue earned from sale of infirm  power up to COD in the prescribed

format as specified  by the Commission.  In  response, the  petitioner vide affidavit dated

Order in Petition No. 69/GT120 I 3
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3.3.2015  has  submitted  these  details.   On   scrutiny  of  the  details  submitted  by  the

petitioner,  it  is  noticed  that  the  capitalisation  of  €144.33  crore  as  on  COD  of  unit-

ll/generating  station  is  based  on  actual  cost  of fuel  consumption  and  adjustment  of

revenue  earned  from  the  sale  of  infirm  power  from  synchronisation  to  COD  of  the

generating  station.  It  is  further  observed  that  the  capitalisation  towards  Start-up  fuel

cost   &   Pre-commissioning   expenses   up   to   the   COD   of   Unit-I   is   {64.08   crore.

Accordingly, considering the submissions of the petitioner, the Start-up fuel cost & Pre-

commissioning expenses of €64.08 crore as on COD of Unit-I and {144.36 crore as on

COD of Unit-ll  is found reasonable and the same is allowed in the capital cost of Unit-I

and Unit-ll of the generating station. The Establishment cost of {252.253 crore is as per

original  estimate.  However,  the  increase  in  Establishment cost due to  pay  revision  as

submitted by has the petitioner is found acceptable. Also, the cost of Steam  Generator

&  Turbine  Generator  Equipment,  CHP,  CW  System  Cooling  Tower  etc.  appear to  be

reasonable considering the fact that the estimated cost was based on 2007 Price level

and that the  plant has  been  commissioned  in  March,  2014.  It  is  noticed  that some  of

the packages having shorter commissioning cycle are awarded on firm  price and other

packages  such  as  SG  and  TG   packages  are  awarded  with  a  provision  for  price

escalation  to  be  calculated  based  on  price  variation  adjustment formula  as  per  the

contract agreement. The contract agreement for these packages  includes  mentioning

of  various  milestones  like  scheduled  date  of  supply  of  erection.  As  stated  by  the

petitioner,  in  none of the packages, the scheduled  milestones have been revised  and

the petitioner has therefore paid only the price escalation from award  of contract upto

scheduled dates Of supply of erection of various packages.

Reasonableness of Capital Cost

41.    The per MW capital cost (hard cost) based on the Investment Approval and Gross

block as on COD of Unit-I  & 11  of the generating station is tabulated as below:

Order in Petihon No. 69/GT/20 I 3
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((Incror®^
S.No. Compl®t®d capitalcostasper As I)®r Gross BIock

As on  COD Aeon
Investmentapproval of Station 31.3.2014

1 Capital Cost including  lDC&FC 6010.19 5879.91 5880.15

2 IDC & FC 559.69 1055.54 1055.54
3 Hard Cost 5450.50 4824.36 4824.61
4 Hard   Cost (Rs /MW) 5.45 4.82 4.82
5 Benchmark capital cost(December'2011)asperCommission'sorderdated4.6.2012 - - 4.71

42.    The petitioner has not furnished the details of balance /deferred work along with the

estimated expenditure as on COD of the station to be executed within the cut-off date of

the  station  i.e.  31.3.2017.  In  view  of this,  the  reasonableness  of capital  cost  has  been

assessed  based on  capital  expenditure as on  COD  of the generating  station  and  up to

31,3.2014,      The   reasonableness   of   the   capital   cost   along   with   additional   capital

expenditure  up  to  cut-off date  shall  however  be  re-examined  after  submission  of such

details of balance work by the petitioner during the next tariff period.

43.    The total  capital  cost (hard  cost).of the generating  station  as on  COD,  excluding

lDC & FC works out as €4824.36 crore ({4.82 crore/MW).  It is therofore evident that the

capital  cost  of  Phase-I  of  (Unit-I  &  Unit-Il)  of  the  generating  station  as  on  COD  is

marginally  higher  than  the  benchmark  capital  cost  of  {4.71   crore/MW,   based   on

December2011  Price  level,  specified  in  the  Commission's  order dated  4.6.2012.  The

reason   for   this   marginally   higher   capital   cost   is   on   account   of  the   inclusion   of

expenditure  on  net  Start-up fuel  cost &  Pre-commissioning  expenses,  the  increase  in

establishment cost and  the escalation  in  prices due to time overrun,  since  December'

2011.  In this background, the hard  cost of project as on COD can be considered to be

reasonable.

Order in Petifron No. 69/GTy2013

.+.
Page 25 Of 62



` C' ¢.

BEFORE THE
ANDHRA PRADESH ELHCTRICITY REGULATORY COMMISSION

AT HYDERABAD

I.A.No.           of  2020
In

Review I.A. No.                   of 2020

0.P. 47 of 2017

In the matter of:

Review Petition under Section 94(1)if) of Electricity Act 2003 read with Regulation 8 of
APERC  (Conduct  Of Business)  Regulations,  1999  seeking  revie:w  Of the  Order  dated
02/03/2019  passed in  O.P.  47  Of 2017  f;or  determination  Of tariff from  02/05/2015  to
31/03/2019 for  the  electricity  supplied  by  APPDCL from  SDSTPS  to  the  Distribution
Licensees in Andhra Pradesh.

Between:

1 )  Southern Power  Distribution  Company  of Andhra Pradesh  Limited  (APSPDCL),

19-13-65/A,  Kesavayanagunta,  Tiruchanoor  Road,  Tirupati-517  501.    Tel:  0877-

2284101  Email:  cmd southern Owera •CO.ln;

2)  Eastern Power Distribution  Company of Andhra Pradesh Limited (APEPDCL), P

&   T   Colony,   Seethammadhara,   Visakhapatnam-530   020,Tel:   0891-2582329,

Email : cmd@apeastempower.com;.

......Petitioners

AND

Andhra Pradesh Power Development Company Limited, Vidyut Soudha,

Vijayawada -520004

...„.Respondents

PETITION FOR CONDONATI0N 0F DHLAY IN FILING REVIEW
PETITION

i.   The certified copy of the Order dated 02/03/2019 passed in O.P.  47  of 2017

was received by the counsel for the Respondents on 11.03.2019.

2.   After  the  order  certified  copy  of the  order  was  received  by  counsel  and

thereafter received by the  Respondent,  the  matter was  examined  at various

levels of the Distribution Licensees in Andhra Pradesh. However, in view of

the  elections to Parliament and the  State Assembly, the matter could not be
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taken  up  for effective  consideration  and  decision.  After the  election  results

were  announced,  there  was  a  change   in  Goverrment  and  consequently

change in the senior Officers and the Board of Directors of the Company.

3.   It  is  to   submit  that  Hon'ble  Commission  in  the  order  dated  02.03.2019

directed the parties to approach the Commission with an appropriate petition

for   adjudication   and   determination   of  any   disputes/differences   between

Petitioner  APPDCL   and  Respondent  APDISCOMs   with  regard  to   PPA

related issues as specified in para  12 of the order of the Commission in O.P.

No.21   of  2016   dated   13.07.2018.   As   per   the   said   directions   and   after

obtaining   board   approval,   a  petition   dated   03.06.2019   was   filed   before

Hon'ble Commission  and the same was taken on the file of the Commission

as O.P. No.  52 of 2019 and issued public notice on 27.08.2019.

4.  Meanwhile,  the Petitioner company/APPDCL  has  filed the  Review Petition

against the  Order  dated  02/03/2019  passed  in  O.P.  47  of 2017  and  Hon'ble

Commission has issued public notice on 29.08.2019.  The matter with regard

to  Review  petition  was  thereafter  taken  up  for  the  counsel.   As  per  the

suggestion of the counsel, management instructed to file the Review Petition

in  the  interest  of end  consumers  of the  State.  Thereafter  and  thereupon  the

Review Petition was finally prepared and is being filed.

5.   The   delay   in   filing   the   Review   Petition   was   due   to   the   facts   and

circumstances  stated  supra  and  bona  fide.  It  is  submitted  that  the  delay  in

filing the review petition maybe condoned in the interest of APDISCOMs and

end consumers of the State.

6.   It  is  therefore  prayed  that  the  Hon'ble  Commission  may  be  pleased  to

condonethe  delay  of  jl/3    days   beyond   the   period   of  90   days   from

12.03.2019  in  terms  of Clause  49(1)  of Regulation  2/1999  or  c&?3     days

beyond the period of 30 days from  12.03.2019 otherwise, as the case may be,

and/or   pass   such   order   as   the   Hon'ble   Commission   considers   flt   and

expedient in the facts and circumstances of the case.

Chfefq%chartager
lpc/APSPDCLT,xp,

Chief CRat±i©httanager
lpc/APSPDCL

Tirupati
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BEFORH THE
ANDHRA PRADESH ELECTRICITY REGULATORY COMMISSION

AT HYDERABAD

I.A. No.          of 2020

Review I.A.No.        of 2020

0.P. 47 of 2017

In the matter of:
Review Petition under Section 94( 1) if) Of Electricity Act 2003 read with Regulation 8 of
APERC  (Condrct  Of Business)  Regulations,   1999  seeking  review  Of the  Order  dated
02/03/2019  passed in  O.P.  47  of 2017  f;or  determination  of tariff from  02/05/2015  to
31/03/2019 for  the  electricity  supplied  by  APPDCL from  SDSTPS  to  the  Distribution
Licensees in Andhra Pradesh.

Between..

1 )  Southern Power Distribution  Company  of Andhra Pradesh Limited  (APSPDCL),

19-13-65/A,  Kesavayanagunta,  Tiruchanoor  Road,  Tirupati-517  501.    Tel:  0877-

2284101  Email:  cmd southern Owera

2)  Eastern  Power  Distribution  Company  of Andhra  Pradesh  Limited  (APEPDCL),

P  &  T  Colony,   Seethammadhara,  Visakhapatnam-530  020,Tel:  0891-2582329,

Email : cmd@apeastempower.com;.

......Petitioners

AND

Andhra Pradesh Power Development Company Limited, Vidyut Soudha,

Vijayawada -520004

..„..Respondents

AFFIDAVIT VFRIFYING THE REVIEW PEITITI0N

I, K.Santhosha Rao,  S/o K. Yosupu, aged about 57 years resident of Tirupati working as

Chief General Manager/APSPDCL duly authorized by the parties to make this Affidavit

on their behalf do hereby solemnly affirm and state as follows on behalf of Applicant. .
I

1.      I am Chief General Manager (Projects & IPC)/APSPDCL, I am competent and duly

authorized by the Petitioners/Applicants  I  & 2 to affirm, swear, execute and file this

affidavit in the present proceedings.
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2.      I  have  read  and understood the  contents  of the  accompanying Petition to  condone

delay  in  filing  of the  Review  Petition.  The  statements  made  in  the  accompanying

Review  Petition  to  condone  delay  now  shown  to  me  are  true  to  my  knowledge

derived from the official records made available to me and are based on information

and advice received which I believe to be true and correct

VERIFICATION:

DE#NT
Chief General  ^\d  lager

lpc/APSPDCL

I,  Solemnly affirm at v;jQda.nd4on this    cir^     day of Tanuait`  '  2020.
"rupati

lpc/APSPDCL
"rupat'
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