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BEFORE THE TELANGANA STATE ELECTRICITY REGULATORY COMMISSION
#11-4-660, 5th Floor, Singareni Bhavan, Red Hills, Hyderabad — 500 004.

O.P. of 2021

In the matter of:

Determination of capital cost for new stations and Generation Tariff for the existing and new
stations for the control period (2019-24) under Section 62 of the Electricity Act, 2003 for the
electricity supplied by TSGENCO to Distribution Licensees.

And in the matter of:

Telangana State Power Generation Corporation Limited, Vidyut Soudha, Khairatabad,
Hyderabad-82. . Applicant

AND

1. Southern Power Distribution Company of Telangana Ltd.,Corporate office,6-1-50,
Mint Compound, Hyderabad — 500 004.

2. Northern Power Distribution Company of Telangana Ltd.,
at H.No.2-5-31/2, Corporate Office, Vidyut Bhavan, Nakkalagutta, Hanmakonda,
Warangal — 506001

3. ESCOMs of Karnataka state

BESCOM. Bangalore Electricity supply company limited, KR Circle,Bangalore-560001;
MESCOM. Mangalore Electricity supply company limited , Paradigm Plaza, AB shetty
circle, Mangalore-575004;

CESC . Chamundeshwari Electricity supply corporation limited, Hinkal. Mysore-
570017,

HESCOM, Hubli Electricity supply company limited, Navanagar, Hubli-580025;
GESCOM, Gulbarga Electricity supply company limited, Kalaburagi -3585102

........... Respondents.

APPLICATION U/S 62 / 64 ELECTRICITY ACT 2003 FOR DETERMINATION OF
GENERATION TARIFF& CAPITAL COST FOR THE CONTROL PERIOD(2019-24)

1. Telangana State Power Generation Corporation Limited (herein after referred to as
“TSGENCO * or as the “Applicant” ) was established as a company registered under
the Companies Act 2013 , 19" May 2014 upon coming into force of the Andhra

- b« ¢
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2. Tt is submitted that the Andhra Pradesh Reorganization Act, 2014 came into effect or_
02.06.2014. Pursuant to the coming into force of the said Act. the then APGENCO
was demerged and the assets, liabilities, etc., pertaining to the generating stations in
Telangana State were transferred to the Telangana State Power Generation
Corporation Ltd (“TSGENCO”) in terms of the Transfer Scheme notified in G.O. Ms
No. 29 dated 31/05/2014. The valuation of assets, liabilities etc are only provisional
based on the accounts as on 31/03/2014. The transfer valuation is yet to be finalized

as at 01/06/2014 considering all relevant factors.

3. In terms of the Andhra Pradesh Electricity Reform (Transfer Scheme) Rules, 1999,
notified by the Government of Andhra Pradesh in G.O. Ms. No. 9, Energy (Powér-
II). dt.29.01.1999 and amended subsequently by notification in G.O. Ms. No. 11.
Energy (Power-III). dt.31.01.2000, certain assets. liabilities, personnel and
proceedings of the erstwhile Andhra Pradesh State Electricity Board which had
vested in the State Government upon coming into force of the Reform Andhra
Pradesh Electricity, 1998  Act, stood transferred and vested in TSGENCO which
was incorporated on the 19" day of May, 2014 under the provisions of the companies
Act, 2013 on the values, terms, conditions and consequences provided therein. The

N aforesaid transfer and vesting were binding on all. without any exception or recourse
to anyone in terms of the provisions contained in the AP Re organization Act,
2014.Thereupon, the TSGENCO had been generating and supplying electricity to the
Transmission Corporation of Telangana State so long as it was the distribution
licensee or bulk supply licensee. and thereafter to the two distribution licensees of

Telangana State.

4. As per the terms of the AP Reorganization Act, 2014 the erstwhile APGENCO was

demerged provisionally and the TSGENCO has been established under companies Act,
2013. The applicant (TSGENCO) has filed the tariff application for the control period
(2014-19). Subsequently, Generation Tariff Order has been issued by Hon’ble

b v s £,
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5. The Power Purchase Agreements (PPA) of generating stations in Telangana state

entered with Erstwhile Distribution companies were transferred to TSGENCO in
terms of G.O.MS. No. 29 dated 31.05.2014. Further, TSGENCO entered Power
Purchase Agreements with TSDISCOMs in respect of KTPP Stage —II, KTPS Stage

VII, BTPS and existing stations which were commissioned between 1956 and 1998,
after demerger of APGENCO. The details of PPAs are tabulated below.

Table 1: The particulars of the PPAs:-

S.No | Name of the Installed PPA Date | Valid Upto | Commissioning/
Generating station | capacity COD of units
(MW)
420(3X60+ . — 04.07.1966 to
1 KTPS- ABC 2X120) 17.09.2019 | 31.03.2020 10.01.1978
31.03.1997 to
i 2
2 | KTPS Stage -V 500(2X250) | 17.09.2019 | 31.03.2024 28.02.1998
3 | KTPS Stage- VI 1X500 22.12.2009 | 22.10.2036 23.10.2011
4 |RTS-B 1X62.5 17.09.2019 | 31.03.2024 17.10.1971
5 | KTPP Stage -1 1X500 22.12.2009 | 13.09.2035 14.09.2010
6 | KTPP Stage 11 1X600 27.01.2016 | 23.03.2041 24.03.2016
Hydel Stations
N* Sagar HES(Main | 875.6(1X110+
7 | power house &left 7X100.8 & | 17.09.2019 | 31.03.2029 VAL
27.09.1992
canal) 2X30)
26.01.2001 to
2 2 :
8 | SLBHES 900(6X150) | 17.09.2019 | 31.03.2029 04.09.2003
Small Hydel
; 54(2X7.5+
(Singur, . A 07.03.1978 to
. 3X9+132)?’5) & | 17.09.2019 | 31.03.2029 31.03.2000
: “
Opp: .NEL"Q & L—"
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9.16(6X0.22+ —
B o 3X0.23+
Mini hydel 31.03.1986 to
10 A 2X0.325+ 17.09.2019 | 31.03.2029 y St
(Peddapalli HES) 10X0.5+ 29.01.2004
2X0.75)
11 | Pochampad -II 9 22.12.2009 | 11.10.2045 12.10.2010
Priyadharshini Jurala 5 5 5 31.08.2008 to
12 HES 234(6X39) 19.05.2014 | 03.08.2046 04.08.2011
‘ 19.10.2015
b | Lovemrdiiraln. ks 240(6X40) | 30122010 | 30.09.2051 | 10 01.10.2016
29.09.2016
14 | Pulichinthala HES 120(4x30) 30.12.2010 | 07.09.2053 To 08.09.2018
New Stations Installed PPA Date | Valid Up to | Commissioning/
capacity COD of units
(MW)
15 | KTPS Stage VII 1X800 19.03.2018 | 25.12.2043 26.12.2018
COD
I: 05.06.2020
25 years II: 07.12.2020
16 | BTPS 4X270 17.09.2019 | from Station Proposed
COD. III: Jan 2021
IV: Mar 2021

Note :The PPAs at SI. No.12 were entered with Erstwhile APDISCOMs and ESCOMs of

Karnataka separately by Erstwhile APGENCO and the fixed charges and the energy
generated being shared in the ratio of 50:50 between TSDISCOMs and ESCOMs of
Karnataka State.

6. The present application is for determination of station wise tariff for the energy

generated by TSGENCO and supplied to the two distribution licensees of Telangana

%'h“"k_/-r

Chairman & Managing Director
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7. In the event that any issues, including but not limited to matters of valuation of assets

and/or liabilities, arising out of bifurcation of the undivided State, whether pending or
arising hereafter, are resolved in a matter that effects any aspect of determination of
tariff, it would be necessary that adjustment for such effect be made during the course

of the control period in such manner as the Hon’ble Commission may decide.

Scope of Application

8. This application is for the Determination of capital cost for new projects and station
wise Tariff for the entire electricity Generated by TSGENCO at its Generating
stations situated in Telangana State and supplied to the Distribution licensees of
Telangana State at the respective Generating station bus within the Telangana State
except Priyadarshini Jurala HES, where the fixed charges and the energy generated
will be shared in the ratio of 50:50 between TSDISCOMs and ESCOMs of

Karnataka State.

9. The proposal comprises station wise annual fixed charges/Capacity charges and
station wise energy charges based on the operating norms & certain Terms and

Conditions of TSERC Regulations, 2019.

10. The application is made in terms of the Telangana State Electricity Regulatory

Commission (Terms and conditions of Generation Tariff) Regulations. 2019.

11. It is submitted that the Applicant is proposing capital cost for new stations and station-
wise fixed costs in respect of existing and new generating stations for the 4™ control
period (2019-24). The Applicant has adopted a methodology as set out hereunder for

the e of arriving tariff.

b W
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a. The details of Gross Fixed Assets (GFA) of existing and new stations for the
control period (2019-24) are tabulated below.

Table 2. Station wise Gross Fixed Assets along with additions (Rs. in Crs.)

SL.No | Name of the | Capacity | GFA ason | Additions | Additions | Additions | Additions | Additions | Addition

Station MW | 01.04.2019 | 201920 | 2020-21 | 2021-22 | 2022-23 | 2023-24 | 2019-24
I |KTPSO&M | 420 7732 0.00 0 0 0 0
2 | KTPS-V 500 2159.05 778 79 42 0 0 87.2
3 | KTPS VI 500 2530.95 0 0 0 0 0 0
4 | RTS-B 62.5 127.53 0 0 0 0 0 0
5 KTPP -1 500 2587.76 0 0 0 0 0 0
6 | KTPP-II 600 3405.82

38.95 44444 | 134.32 36.64 26.39 680.74

7| KTPS-VII 8001 460502 | 55017 | 663.67 | 458.64 | 23178 | 194.08 | 1800.3:

& | BTES 180 0 6073.05 | 2749.99 | 113639 | - -] 99594
9 | NSHES 875.6 | 1948.75 0 0 0 0 0 0
8 | SLBHES 900 3376.06 0 0 0 0 0 0
10| Small Hydel 54 121.02 0 0 0 0 0 0
11 Mini Hydels 9.16 31.35 0 0 0 0 0 0
12 Pocham -11 9 29.74 0 0 0 0 0 0
13 | PJHES 234 691,21 0 0 0 0 0 0

14 | LIHES 290 ) 15339 | 500 | s067 | 2815 | 1787 | 187 | 12041

IS | PCHES 120 | 4453 734 | 2029 | 927 | 915 9.5 55.55

iniatves 070 | 550 | 1500 | 500 | 1.00 | 27.20

| owl | 6904.26 | 24389359 | 538431 | 4008.48 | 1766.77 | 295.44 | 248.67 | 12730.8

] /* h- bk,
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b. New stations
BTPS

Bhadradri Thermal Power Station (4X270MW) has been constructed at
Ramanujavaram (v), Manuguru (m), Bhadradri Kothagudem district. The Capital
expenditure incurred up to FY2019-20 is Rs 6073.05 Crores.

12. Parameters for Tariff Determination

1. Depreciation.

!‘\J

Interest and finance charges on loan.
Interest on working Capaital

Return on Equity.

I S

Operation and Maintenance Expenses.

Minus
Non Tariff Income.

12.1 Depreciation

New stations

1. Depreciation is computed @5.28% on capital cost of the project.
Existing stations

ii.  The Depreciation is computed @5.28% on the capital cost of the respective
stations which have not completed 12 years.

iii.  In case the stations have completed 12 years, the remaining depreciable value

spread over equally over the balance useful life of the project.

12.2 Interest and finance charges on loan.

The interest on loan is computed as per the weighted average rate of interest for actual

loan portfolio of respective stations.




e Rate of Interest on working capital is considered as SBI MCLR as on 1% April
2019+350 basis points (MCLR as on 01.04.2019 is 8.55%) i.e. 12.05%
(8.55%+3.5%) as per CERC 2019 Regulations.

¢ Maintenance spares are computed for thermal stations @20% of the O&M expenditure
& for Hydel stations @15% of the O&M expenditure.

The summary of station-wise working capital is furnished in the Annexure A-2

hereto

12.4  Return on Equity (RoE):

e RoE is computed as per TSERC regulations 1 of 2019 Regulations.

e  Debt-Equity Ratio (D/E) is taken as 70:30 as per Clause 9 of the Regulations

e  The actual Equity deployed is less than 30% of the capital cost of the project,
actual equity has considered for determination of Tariff.

e The actual equity deployed is more than 30% of the capital cost of project,
equity in excess of 30% has considered as notional loan of the Generating
Entity.

e Rate of pre-tax Return on the Equity is computed in the range from 18.78% to
19.99% based on the Minimum Alternate Tax (MAT) (17.472%) and base rate
of RoE from 15.5% to 16.5% (the base of RoE for the thermal and run-of-river
stations is considered as 15.5% and for hydel stations with pondage is
16.5%.The RoE is considered as 16% in respect of KTPS Stage VII since it has
been constructed within the time line (The additional return of 0.5% is
allowed)).

Rate of pre-tax return on equity = Base rate / (1-MAT)

The summary of the station-wise computation of RoE is furnished at

Annexure A3.

12.5 Operation & Maintenance expenses (O&M):

ERpHAN YoRButed based on the following formula in accordance with the clause 19 of TSERC
PR.LL.M
Opp: Netlace Pride Apts,, 2
Bholakpur, Sec'bad-80. T.8.
GOMs.No.911/11
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- O&Mn = (R&Mn + EMPn+ A&Gn) x 99%
Where,
EMPn - Employee Cost for the n” year;
R&Mn - Repair and Maintenance Costs for the n" year;

A&Gn - Administrative and General Costs for the n" year;

ii.  The Employee cost for the first Year of the Control Period is computed by escalating
the average of the employee cost of the immediately preceding Control period (2014-
19) with the CPI inflation factor. The employee cost for the subsequent Year escalated
by CPI inflation factor with the preceding Year employee cost and so on. The details
are furnished in Annexure A5-I.

iii.  CPI inflation is the point to point change in the Consumer Price Index for Industrial
Workers (all India) as per Labour Bureau, Government of India, as reduced by an
efficiency factor of 1% for immediately preceding Year (FY2018-19).

iv.  R&M expenditure for the n™ year is arrived by multiplying GFA of the n" year with
*K” & WPI inflation factor (‘K’ is the immediate preceding control period (2014-19)
average (expressed in %) governing relation between R&M and GFA). The details are
furnished in Annexure - A5-II.

v. WPl inflation is the point to point change in Wholesale Price Index (WPI) for
Immediately preceding Year (FY 2018-19).

vi. A&G expense for the first Year of the Control Period is computed by escalating
average of the audited A&G expense of the immediately preceding 3 Financial Years
(2016-19) with the Inflation factor. The A&G expense for the subsequent Year is
escalating the preceding Year A&G expenses with the inflation factor. The details are
furnished in Annexure -A5-II1.

vii.  The inflation factor = 0.5x(CPI inflation factor+ WPI Inflation factor )*99%

viii. ~ The CPI inflation, WPI inflation & Inflation factor for the FY 2018-19 are 5.40%.
4.26% & 4.81% respectively. The same are considered for arriving the employee cost,

R&M expenses and A&G expenses respectively for the entire control period (2019-

b e

Chairman & Managing Directc
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X.  The expenses incurred on medical and other expenses are excluded from Operating
Maintenance expenses and recorded separately.

xi.  The one time expected expenses. such as implications of PRC 2018 and artisan
salaries for the FY2018-19 excluded from the employee cost and considered under
Provisions for the control period 2019-24.

B. New stations:

The O&M expenses are computed in respect of KTPS Stage VII & BTPS according to
the CERC Regulation 2019. Further, the employee cost on account of the Pay
Revision Commitment- 2018 is included in the O&M cost (The impact of PRC-2018

on employee cost is 40% translates to 20% increase in the O&M cost).
The summary of the computation of O & M expenses are furnished in the Annexure A4-3.

12.6 Non Tariff Income

The Non Tariff Income from Existing & new stations is proposed as zero. Further, the
actual non tariff income will be filed while submission of Mid term review petition

before Hon’ble Commission.
12.7 Other Expenditure: Interest on pension bonds Over and above scheduled interest

I.  The liability of Rs 4386.95 Crores towards meeting the pension liability of the
following was vested in the erstwhile APGENCO in terms of the statutory
First Transfer Scheme dated 30/01/2000 notified by the State Government
under the AP Electricity Reforms Act, 1998 —

(a) the pensioners / family pensioners of the erstwhile APSEB as on 31/03/1999
and

(b) the employees of the erstwhile APSEB as on 31/03/1999 working thereafter
for the erstwhile APGENCO, APTRANSCO and the DISCOMs and since
retired.

The erstwhile APGENCO had issued bonds in favour of the Master Trust which are

redeemable over a period of 30 years.

In order that the Master Trust is liable to pay 100% of the pension commitments of

Enholakpu;, 3.5 cae-80, 7.8
GUMS.NU.‘JH/II '

bk (.
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(a) An amount towards repayment of the principal as per the bond schedule, and
(b) Interest on the outstanding liability as per the bond schedule, and

(c) Additional interest. being the actual amount of pension payment in a year in
excess of the aggregate for that year of the scheduled repayment and interest
aforesaid as per the bond schedule, which is passed through in the tariff.

The additional interest has been recognized and allowed in the tariff on a year to year
basis to TSGENCO by the Hon’ble TSERC in the Generation Tariff Order (GTO)
dated: 05.06.2017.

By a transfer scheme notified by the State Government in G.O.Ms. 29 dated
31/05/2014 under the provisions of the A.P. Electricity Reforms Act, 1998, 42% of
the outstanding pension liability (i.e. bonds issued to the Master Trust) as on
31/03/2014 was vested in the TSGENCO with the corresponding obligations for
repayment, payment of interest and payment of additional interest, and it was
considered that the additional interest would pass through in the generation tariff of
TSGENCO.

Accordingly, the additional interest on estimate basis is considered as a pass through
in the tariff as part of fixed cost subject to adjustment for actuals on a year to year

basis.

The above additional interest is in addition to the yearly contributions being made to
the TSGENCO’s P&G Trust for funding the 26% Pension and gratuity Liability for
its employees who were in service as on 01/02/1999 and retiring thereafter and also
gratuity liability for its employees who were recruited after 01/02/1999 which are

included as part of O & M expenses.
Incentives & Secondary Energy charges

The incentives for generation beyond the Target Plant Load Factor for thermal
generating stations and the secondary energy charges for generation beyond the design
energy for hydel generating stations shall be claimed annually at the rates specified in

the Regulations.

£ : lL ' ‘L——-‘?
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14. Reservation

Nothing in this application be construed as any admission or to prejudice any
disputes, issues, dissensions or contentions of the TSGENCO and/or the State of
Andhra Pradesh. whether raised hitherto or hereafter, on any matter arising out of the
provisions of the A.P. Reorganization Act, 2014, or otherwise, including but not
limited to issues relating to the supply of power from the TSGENCO generating

stations to the Distribution Companies or the validity of the PPAs.

Nothing in this application be construed to limit or affect the provisional nature of any
valuation of any asset or liability by or under any transfer scheme or otherwise, and
provision may be made to give full consequential effect for any variation or upon any

finalization of the same hereafter.
15. Variable Costs

a. The Variable costs for the energy supplied from the thermal generating stations
are computed on the basis of the operating norms specified in the TSERC Regulations,

2019 and in accordance with the provisions of Clause 17 and 21.6 of the Regulation.

b. The station wise weighted average variable costs of FY 2019-20 are considered for

the purpose of computation of working capital for the control period (2019-24).

Station Variable cost
( paisa’kwh)
Wt.avg FCA (2019-20)

KTPS O&M 332
KTPS V 276
KTPS -VI 973
RTS-B 3.04
KTPP-I 3.02
KTPP-II 2.90
KTPS-VII 55
BIPS 2.55

ote: The variable cost of BTPS is considered same as KTPS Stage VII.

d- W A
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Generation Tariff for the 4™ Control period (2019-24):-
The proposed fixed charges of TSGENCO stations are summarized below:

Table 3: Fixed charges (Rs in Crs)
S.No | Nameofthe | Capacity | )00 0 [ 00 2021-22 | 2022-23 | 2023-24 | 2019-24
Station MW
1 | KTPS O&M 420 703.22 0.00 0.00 0.00 0.00 703.22
2 | KTPS-V 500 42296 | 417.27 | 427.11 | 42091 | 326.91 | 2015.17
3 | KTPS VI 500 555.70 | 556.85 | 558.28 | 559.30 | 444.12 | 2674.25
4 |RTS-B 62.5 121.75 | 125.01 | 128.53 | 132.17 | 135.16 | 642.63
5 | KTPP-I 500 504.93 | 499.64 | 492.48 | 485.76 | 349.61 | 2332.43
6 | KTPP Stage -II 600 788.79 | 75522 | 869.27 | 899.54 | 893.96 | 4206.77
7 | KTPS-VII 800 1025.77 | 1040.34 | 1124.98 | 1226.68 | 1268.77 | 5686.55
8 | BTPS 1080 0.00 602.56 | 2201.16 | 2436.44 | 2389.89 | 7630.06
9 Tgaga‘j“'?a 875.6 363.19 | 361.68 | 360.47 | 359.58 | 359.02 | 1803.94
omplex
10 | Srisailam LBHES 900 472,61 | 469.69 | 467.02 | 464.62 | 462.50 | 2336.44
11 | Small Hydel 54 50.16 51.83 53.53 55.14 56.83 | 267.49
12 | Mini Hydels 9.16 10.09 10.28 10.50 10.73 10.99 52.59
13 SP"Cha"“’ad 9 1119 | 1136 | 1154 | 1175 | 1082 | 5665
tage -I1
14 fl:g?ad“arsm“i 234 146.92 | 144.95 | 143.090 | 14135 | 13972 | 716.03
15 | Lower Jurala 240 281.86 | 274.97 | 279.28 | 276.46 | 27091 | 1383.48
16 | PCHES 120 130.00 | 131.22 | 135.08 | 136.78 | 138.55 | 671.62
Total 6904.26 | 5589.13 | 5452.86 | 7262.33 | 7617.22 | 7257.75 | 33179.29
Additonal Interest
°b“ PemnTiL 1080.07 | 1175.11 | 1281.34 | 1394.83 | 1517.03 | 644838
onds ( Over and
above schedule)
Provision 61.06 | 96.71 114.23 103.7 11333 | 489.04
6730.26 | 6724.69 | 8657.90 | 9115.75 | 8888.11 | 40116.71
b- o~
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17. Payment Mechanism

(a) All taxes, duties, cess, fee payable to Government on the generation and/or
supply of electricity and/or auxiliary consumption shall be extra and payable at
actuals.

(b) Revolving Letter of Credit to be opened by the beneficiary for an amount of
one month’s receivable, and thereupon the applicable rebate be allowed.

(¢) Surcharge:
1.25% per month as surcharge for belated payment may be allowed.

(d) Billing and payment of charges:
Billing and payment of charges shall be done on monthly basis.

18. Payment of Application Fee:-

The Applicant has submitted the DD No.326181 dt.12.01.2021 SBI. Vidyut Soudha
Branch, Hyderabad for Rs 150 lakhs towards fee for determination of tariff along with the
Application.

19. Prayer for Interim Tariff

It is necessary that the Petitioner be provided with a legal basis for the claim and
recovery of fixed, variable and other costs and amounts pending final disposal of this
Application for determination of tariff and determination of Capital cost of new
stations (KTPP Stage-VII & BTPS). The basis for the interim tariff could reasonably
be the fixed costs and variable charges considered by the Hon’ble Commission in
determining the power purchase costs in the Retail Supply Tariff Orders passed by the

Hon’ble Commission for FY 2018-19 and ARR proposal submitted by TSGENCO for
FY 2020-21.

For the above reasons and for such other grounds and reasons as may be urged at the

RAEM
Opp: NecELe-Frite Apls.,
Bholakpui, Sec 0at-80. T.S. 4
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