


















































ANNEXURE

1. At the outset, it is humbty submitted that in respect of the determination of tariff for
the controt period FY 2014-15 to 2018-19 sought by the Petitioner, the tariff norms

prescribed in the Regutation No. 1 of 2008 woutd be appticabte. The ctaim of TSGENCO

seeking apptication of CERC norms as per their amended regutation after 2006. Since

these are not adopted by this Hon'ble Commission as required under ctause (10) of

Regutation 1 of 2008 is not tenabte.

REPLY

As per the Clause 10. of the APERC Regulation 1 of 2008 provides for the;application

of further amendments to the CERC Regulation upon adoption by the Hon'ble

Commission by special or general order. The CERC has subsequently issued revised

Regulation for the control period 2OO9-2O14 and 2014-2019.

2. The basic components of tariff determination comprise the fottowing:

(A) FtXEp COST COMPONENTS

(i) Return on Capital Emptoyed (RoCE)
(ii) Depreciation
(iii) O&M Expenses
(iv) (lncome Tax as per Actuat)

(B) VARTABLE COSTS COMPONENTS

1. Fue[ Cost as per the norms

1. Gross Fixed Assets:

TSGENCO arrived the Gross Fixed Assets at Tabte - 1 of the application.

As,per APERC order dated 31.05.2014 in; O.P.Nb.15 of 2009 the Gross Fixed

Assets (GFA) were arrivcd as on 31.03.2013 and approvcd by APERC as fottows:

KTPS-ABC Rs. 959.69 Cr
Rs. 2080.07 Cr
Rs. 2359.60 Cr
Rs. 59.65 Cr
Rs. 2529.96 Cr

KTPS-V
KTPS-VI
RTS-B
KTPP.I



ln the filings, it is observed that during the period 2009-10 to 2013-14 an

additionat capital expenditure incurred to the tune of Rs. 570.56 Cr for FY 2009-14 for
thermal stations at Annexure-A1. At any point of time, the then APGENCO has not

informed/submitted the detaits of R&M works carried out and the expenditure

incurred towards R&M. APGENCO was atso sitent as to the said additional capital

expenditure during finatization of O.P. No. 15 of 2009 i.e., on 31.05.2014. Hence, such

a ctaim is neither can be betieved nor at this betated stage can be considered.

Therefore Hon'ble Commission may reject the said claim

REPLY

1. Most of the TSGENCO stations have served their life and still functioning well
above country standards. Due to ageing of units which are required

renovation and modernization in certain areas of KTPS-O&M, RTS-B, KTPS-V,

NSHES complex. There is a need for capital investment in order to improve

the generation and efficiency of the plant.

2. TSGENCO has not claimed Additional capitalization for the existing stations

during the control period 2OO9-14.it is also mentioned in APERC order in O. P.

No.1 5/2009, dt: 31.05.2014.

3. TSGENCO submitted additional capital expenditure incurred during FY 2009-

14, FY 2014-15 and FY 2015-16 on actual basis of existing stations to the

Hon'ble commission for approval as per the ctause 15 of CERC regutation 2014

and witl be recovered through the tariff as per the articte 3.1.2( c) of PPA

entered with DlSCOMs.

2. O&M Expenses:

TSGENCO claimed O&M expenses for FY 2009-10 was escatated by 6.04y' year on

year titl FY 2013-14 and the average of 5/3 years computed was escatated by 6.64% by

way of normal annual escatation and further 207, added towards 40To pay revision with

effect from 01 .04.2014 to arrive O&M for first year of third controt period starting

from2014-15.

The tariff for 2"o control period (2009-10 to 2013-14) was atready determined

by APERC as per Regutation 1 of 2008. The same cannot be reopened. TSGENCO now

revised the 2no control period O&M charges to arrive for 3'o control period based on



CERC Regutation 2014. As stated above, at present the prevaiting regutation in the
state to determine the tariff of generation is Regutation 1 of 2008 issued by APERC.

The Hon'bte Commission is therefore requested to consider the prevailing

regulation 1 of 2008 of APERC white finatizing the tariff for 3'd control period i.e., FY

7014-15 to 2018-19.

REPLY

a) The O&M expenses provided in the Regulation 1 of 2008 was based upon the
CERC 2004 Regulation and as amended in 2006 for the control period 2OO4-

2OO9. As per the Clause 10 of the APERC Regulation I of 2008 provides for: the
application of further amendments to the CERC Regulation upon adoption by the
Hon'ble Commission by special or general order. The CERC has subsequently

issued revised Regulation for the control period 2009-2014 and 2014-2019

which, inter alia, provided also for allowing pay revision as the pay revision was

due for Central PSUs during that period.

b) For APGENCO Power Stations, Hon'ble APERC admitted O&M expenses based

on the CERC 2014 regulations for the control period 2014-19 and also admitting

the pay revision 2014 and other fixed charge components are considered as per

the 1 of 2008 APERC Regulations.

3. Depreciation:

The Hon'ble Commission is requested for prudent check on depreciation based

on MoP notification 1994.

REPLY

The depreciation for the existing stations of Thermal and Hydel were considered

as per the Hon'bte APERC order in OP.No.15|2OO9, dtd 31 .O5.2O14 for the

current control period 2014-19 and depreciation considered for the new projects

as per the MoP notification dtd 29.03.1994.



4. Return on Capital Emplovee (RoCE):

As per Regutation 1 of 2008 of APERC RoCE = Sum of original capital cost less

accumutated depreciation and working capital approved by commission as per

regutation muttiptied with the weighted average cost of capital (WACC).

r\.\
wACC= | folet l.rd* I I l*re

l(1.(D/E)) | | t.totrl 
I\)tJ

Where D/E is Debit Equity Ratio
rd is the cost of Debt
re is the return on equity
TSGENCO consider D/E as 70:30
rd is 12.5To

*15.5%

=13.4

The same may be considered for arriving RoCE.

REPLY

a) As per 12.1 of APERC regulations 1 of 2008 , the Debt-Equity ratio as

determined at the beginning of the control period has to be considered for
arriving at WACC commencing from 70:30 from the date of COD as per the

clause No.10.13 of APERC Regulation 1 of 2008.The debit equity ration as on

01.O4.2O14 i.e. at the beginning of control period is 53247 for TSGENCO as a

whule accordlngly the WACC works out to 13.92 % routrderJ Lu 14?6.

b) Interest on Debt was considered as a 12.5% for purpose of arriving RoCE

based on the interest rates charged by PFC & REC which are the prime lenders

to the Power sector.

c) Return on Equity rates was considered as a 15.5% for purpose of arriving

RoCE as notified by CERC in line with 12.1 of APERC Regulations.



5. Workine Capital:

TSGENCO ctaimed the interest on working capital as 14%. As per ctause 12.+(b)

of Regutation 1 of 2008 of APERC the interest on working capitat shatt be on normative

basis and sha[[ be equat to the short term Prime Lending Rate (PLR) of State Bank of
India as on the date on which the apptication for determination of tariff is made. The

interest ctaimed by TSGENCO on working capital is on higher side. Hence the Hon'bte

Commission is requested for prudent check on the Prime Lending Rate of SBI white
finatizing the tariff.

REPLY

TSGENCO claimed the interest on working capital as per clause fi.agl of
Regulation 1 of 2008 in line with the RoCE.

6.Other expenditure - Interest on Pension Bonds over and above scheduled
interest:

TSGENCO ctaimed Interest on Pension Bonds for the 3'd Contro[ period without
furnishing the station wise detaits such as total assets and tiabitities, scheduted

interest and over and above the scheduted interest amount. The Hon'ble Commission

is requested for prudent check on it white finalizing the tariff. lt is atso submitted that
the component of interest on pension bonds is only for otd stations such as KTPS-ABC,

RTS-B as per annexure-ll of order dated 24.03.2003 in O.P.No.40?/2002.

It is prayed that the Hon'bte Commission may disatlow the ctaims of TSGENCO

objected by this respondent white determining the tariff in O.P.No.26/2006.

REPLY

TSGENCO has claimed the irileresl urr perrsiurr bonds over and above schedule

interest and shall be allowed as pass through in the generation tariff on year to
year as per the article 3.1.2 9(c) of PPA entered with DISCOMs on dt:22.12.2OO9.

For APGENCO, Hon'ble APERC considered interest on pension bonds over and above

schedule interest in its order dt.26.03.2016 In O.P.O3l2O16.
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