ANDHRA PRADESH ELECTRICITY REGULATORY COMMISSION

From

Secretary

APERC

11-4-660, 5" Floor,
Singareni Bhavan,
Red Hiils,
Hyderabad - 500 004.

To

The (‘hmrmm & Manaomv Directar.
Vidyut Soudha '
Hyderabad

Twé Chairman & Mana"ma Dlrcctor
APGENCO,

Vidyut Soudha,

Hyderabad

Lr.No.APERC/Secy\F: 24 /D.No. Spl.1/2003, Dt: 10 - 04 -2003

Sif'fMad-am,

* Sub: - OP No.402/2002 - APTRANSCO — APGENCO _Pp;f} - Order issued.
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A copy of the Order No 105/2003 passed by Andhra Pradesh Electncxty Regulatory
Comrmss:on in 0.P. No. 402/2002 on 24-03-2003 is forwarded hcrcmth
No A

Encl: as above

Copy.to

The Pri Secretary, Energy Dcpanment :

GoAP, Secretariat, Hyderabad .

~ Yours faithfully,
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" ANDHRA PRADESH ELECTRICITY REGULATORY COMMISSION
i\ 4" g -5'.""Floors,'-S-i-ngareni- Bhavan, Red Hills, Hyderabad - 500 004
| O.PNo402/2002, = \ o
Dated: 24-03-2003 | | 7;;\\\
Present | S | | R o
’ Sri G.P.Rao, Chairman
Sri D.Lakshminarayana, Member
Sri K. Sreerama Murthy, Member
Between
APTRANSCO, o |
g\_';,“/idyut Soudha, Khairtabad, Hyderabad — 500 082. «..Applicant - _
- AND N
| W

‘M/s. Andhra Pradesh Power"Gehgratidn Corporation LTD - . -
Vidyut Soudha, Khairtabad, Hyderabad - 500 082. - ...to whom notice is given. '_

1 SriB.V.Raghawvuly,
- Secretary, CPI (M),
A.P State Committee. :
R/o. 1-1-60 / 2, M B Bhavan,
RTC X Roads, Hyderabad —~ 500 020.

2 Sri M.Venugopal Rao, S S
Special Correspondent, - '
Prajashakti Telugu Daily,
1-7-139/43, Risalgadda,
- Hyderabad - 500 048.

3 Sri. B.Venkata Reddy, Secretary General
- APSEB Engineer's Association,
- 6-3-663, Somajiguda, Hyderabad.

!
B

4 Sri. P, Mohan Reddy, Associate Presjdent, Re_?vi
- Colony Welfare Assosication, Piot No. 174, Road o
No. 2 H, Ravi Colony, Mahendra Hills, - | : \
Secunderabad - 500 026.



5  Sri. B. Ramakrishna Rao, Deputy Manager
(Retd.,), g :
Hindustan Ship Yard, 45-37-20, :
Jagannadha Puram, Vishakapatnam- 530016, -

6 Sri. S.R. Vijayakar, Lok Satta, 401 / 408, Nirmal
Towers, Dwarakapuri Colony, Punjagutta,
Hyderabad — 500 082.

7 S M.Timma Reddy,
Convenor,
- People’s Monitory Group on electricity Regulation,
Clo. Centre for Environment concems,
3-4-142/8, Barkatpura, Hyderabad — 27.

8  Sri K.Raghy, ;
*. - President, APSEB Engineer’s Association,
: 6-3-596/21/4, Venkataramana Colony,
Hyderabad - 500 004, o

9 - Sii, T.Venkata Narayana,
1212, Defence Colony, :
Sainik puri, Secunderabad 500094

10 Sri. V.M. Ravi Shankar, Associated President,
, APSEB Asst Engineers Association,
H.No. 1-10-247/4, - '
Near {AS' Study Circle, Ashok Nagar,
Chikkadapally, - ' :
Hyderabad - 20

11 Sri. K.P, Reddaiah Yadav, Ex-MP,
8-3-976 / 85, Shalivahana Nagar, -
Hyder_abad - 5000073

The Commission having considered the application of APTRANSCO to grant
consent to the Power Purchase Agreement with APGENCO for the FY 2002-03 and
having heard the respondent and members of the Public and duly taking into account
the material on.record passed the foliowing order;




ORDER

""CH_AP'TE-R--I: BACKGROUND

1 Consequent to the unbundling ef the then APSER mto mdependent comﬁentes of

APTRANSCO and APGENCO under first transfer scheme as stipulated in the APER Act

1988, a need arose for a Power Purchase Agreement between APTRANSCO and
APGENCO, '

2) . An mtenm PPA wzth validity upto 31 03 2001 was entered into, on 07-05-2000,
between APTRANSCO and APGENCO which was sent to the Commission for consent

3) The interim PPA for FY-01 was examtned and consented by the Comrntssmn on
16072001 '_ . - H

FLAN

- 4) Inthe Ietter (dated 16-07-2001). conveytng the Commtssmn s consent for the PPA

_'for FY 2000-2001, genera[ principles to be foltowed for the PPAS tobe de5|gned for
. future were also cemmuntceted | " | |

T

5) The General Prtnmples laid down were as under;

i) Introduction of Return on equity, “norms” for various parameters ‘target PLF for
thermal units and target availability for Hydel untte for fixed cost reco,very. incentives for
perfermance beyond a level and rebates and penatttes for payments.

u) Common PPA for fixed cost recovery (o be pooted for APGENCO) and station wise

variable cest to facilitate. tncentlves norms and ment order dtspatch

iii) Total Ioan payment and depreciation atready allowed to be Itmtted to 90% “of the
Gross szed Assets (GF-‘A)

iv) Coal suppty Agre-ement to be entered into

,

v} Identtftcatton of Auxmary consumptaon exc[udmg celony consumptton and installation

of 0.2 cias7 accuracy meters at all interface petnts Vo

vi) PPA b’eg‘end FY 20Q1-2-0_02 should be for 3 years.
. “.\I'I. 11! . ’ | .
o L N




6) APTRANSCO submltted a PPA for 2001-2002 on 03-03- 2001, Though the |

Comm:ss:on made certain observat:ons the PPA . was not taken up for detailed scrutiny

by the Commnssmn The ARR for 2001-2002 which was based on this PPA was taken
- into account while passing the tariff order for FY 2001 -02

7)  The draft PPA for FY 2002-03 was filed on 10-03-2002. Commission | dg ided to
examine the PPA in detail after ho!dlng a public hearmg

8) Notifications were publlshed in Eenadu and Hindu dated 30-03- 2002 inviting

objections / suggestions, on the draft PPA submitted by APTRANSCO with the last
- date as 28-04-2002.

9 On a request from Sri. M. Venugopata Rao, special correspondent of “Praja

Shakthi”, a Telugu daily the last date was extended upto 10 05-2002 through necessary
paper publication, | . - g .\L

10} 10 sets of Object[ons were recelved as on 10-05- 2002 Coples of ob;ectlons /

suggestions were sent to AF’TRANSCO on 14-05- 2002 for f" ling its responses by
29-05-2002, with copies to the objectors, | |

11)  The  objections and fesponses of APTRANSCO fled under Ietter dated
- 12-06- 2002 are discussed in chapter {11} of this order.

12) A notification was ISSUed f‘ xrng up Public Eneanng on 25- 06—2602 with copies to
all objectors. The venue was indicated as Ravindra' Bhdratht Hyderabad

13)  As per the earlier decision of the Commission, a press release, high I'ighting the
special features of draft F’PA'and the obj-ectiohsrai;;ed was issued on 20-06-2002.

14) F’ubhc Hearing took p!ace at Ravindra Bharathi on 25-06-2002 between 9: 30 and
13:30-hrs. Initially staff of the Commlsswn presented its views on the draft PPA, ThIS s
detailed in Chapter (IV) of this order. - K r




T 15) 'Later the fe[lowmg obgectors presented their v:ewpomt
- ) s B N Raghavuly, CPM Leader. | . :
i) S M. Venu Gopala Rao, Special Correspondent Praja Sakthi. -
it} S, M. Thimma Redd'y. Peoples Monitoring Group for Electricity Regutation
iv) .Sn K Raghu, Assoctate President of APSEB Engmeers Assoc:aéren
v} S Venkata Reddy, Secretary, APSER Engineers Association. .

16) In addition to the original objectors the following persons also presented their
~ view paints on the PPA for the first time dunng the hearmg on 25-06- 2002
' i)- 8. K Narayana, Assistant Secretary, CPI.
i) Sri. K.P Reddiah Yadav, Ex, MP.

Commis_smn requested themi to fi le- their wntten et:}jectiens.
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17 CcMD APTRANSCO and CMD !APGENCO presented their view Boints on the

- _draft PPA and responses to var:ous quenes raised by the Objectors and Staff of the -
| Commlssmn

: 1’8-)‘ CMD / APGENCO presented a written statcment of h:s oral presentatlon during .
- the heanng, to the Commission on 26-06- 2002

'19).”' The supplementary objections f !ed durmg the heanng were communicated on
© 01-07-2002t0 APTRANSCO to file its response. APTRANSCO was given 15 days time
Ifrom the date of recelpt of the copies of supplementary ebjectlons fn add|t|on certain
clanf Ications were sought from FA & CCA (R&A) / APTRANSCO during a. meeting on

28- 06~2002 in the office of the APERC.

20)  Inhis letter dated 23-07-2002, Director (Commercial) of APGENCO made a plea
- for provision of ROE, Depremation Incentives and a factllty/mechanxsm to ensure timely
payment to APGENCO atleast in the next PPA,

/
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21)  APERC issued an order on the load forecast for the plan period FY 2000 2001 to
- FY 2006 2007 on 29 -07- 2002 In para 12 (iv) of that order, Comm|ss:or‘a recfommendfed-
. | 1"J ’ . . K
.I\'. . o i
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that APTRANSCO and APGENCO should make a critical analysis of the Srisailam -

project to see if it can be included in the capamty for meetmg the system peak demand

during the plan period 2001-2007. Comm:.s ion stated that it would further dea! with thlS‘ |

matter in detail, while dealing with the PPA between APTRANSCO - APGENCO.

22) Besides communicating the order dated 29-07-2002 in the normal courge, the

specific issue of Srisailam LBPH was referred to APTRANSC.-O ir Commission’s letter
dated 05-08-2002 for its view.

23)  On 02-09-2002 APTRANSCO filed its response on the suppfemenia'ry objections

and issues raised in the staff presentation during the 'h-éari-ng. queries on complying .

with “Guidelines for PPA" communicated on 16-07-2001 and APTRANSCO's views on

Srisailam LBPH for being included in the power procurement plan for the plan period

FY 2001-2007. On 05-09-2002 it forwarded the views of'AF’--_GENCO_ to the Com%rjrils‘\séign.

24) In its letter dated 28-09-2002,-AP-GENCO stated that APTRANSCO pro'mised

ROE, _inc’e.ntive__and 'Dépreciation to APGENCO in thé:_ coming years once its
(APT‘RANSCO'S) finances. improved stating at the same time that a Long Term PPA
with APGENCO would be consndered for the penods beyond 2006 only ‘as both the

ut:ht:es are to runon a no loss / no proft basis in ters of Business Plan. APGENCO

c:tmg Business Plan, pleaded-that GENCO' should not be den.ted RQE and oth_er

benefits for years to come. ,

25) ' in its letter dated 24-10-2002 Commission sought the views of APTRANSCO/
. APG’E’NCO'o'n a set of “norms” proposed by APERC to be adopted in the PPA to be
approved. The norms refated to Station Heat Rate, PLF, specific Oif consumption, and
Auxiliary Consumption.

26) APTRANSCO & APGENCO reiterated their views on Srisailam Left Bank Power
House ,m further letters dated 09-11-2002 - (APTRANSCO) and 15-11-2002

(APGE CQO). - One important feature of these letters is the SmeiSSIOFI that pumped'

mode o operatlons of SLEBH would not be passible for another SiX years. .
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'2‘7) In response to APERC letter dated 24-10-2002 suggesting certa:n norms. for heat
rate, Speczﬁc Qil Consumptlon Auxiiiary consumpttom etc., APGENCO responded in its

letter dated 09- 12-2002, suggesting that the parameters agreed between APGENCO

and APTRANSCO be kept, as they were, in the draft PPA for 2002-03, €ertain
suggestions were made for the future. we

28) In its letter dated 31-12-2002 GENCO submitted certain broad principles and

- estimates with a request to incorporate them in the PPA for 2002-03 and future PPAs.

These include provision of ROE, incentives, depreciation, interest on Vidyut Bonds,
pension / PF bonds, advance deprecnat:on payments, and retention of savings effected

in the fixed costs

29) APERC in its lefter dated 08-01-2003 advised both APTRANSCO' and -

APGENCO tg provide 0.2 class accuracy energy meters on the HV Side oﬂ%enerator

transformers as well as Statlon ! Auxiliary. transformers to facilitate measurement of

. Auxﬂlary Censumptlen con'ectly This was reiterated in. a further !etter dated

22 03- 2003,

- 30} APTRANSCO vide its letter dated 20-01-2003 furished clarifications sought by

the Comrmss:on (Lr. dated 24-10-2C02) on technical parameters to be incorporated in

the PPA’s for FY 03 and FY 04. TRANSCO ‘requested that techmcal parameters -

incorporated in the draft F’PA for FY 03 may-be eppreved as’ they»’are and suggesterd
cerfain new parameters for the PPA for FY 04..  This is. m-!me with the request of
APGENCO (vide para 27 above).

31)  APGENCO vide its letter dated 03-02-2003 addressed to Gevernment of AP with.

a copy to the Commission, argued among other things that Srisailam L B P H shall be

covered in. the PPA. It also pleaded that no'c_apecity set up by APGENCO can be
excluded from any PPA with TRANSCO,

’
K4 f
I

32) APGENCO wde its fax date,t, 07-02-2003 reiterated its request to APERC to
i corporete interest and f’nanTat charges on loans, beeds and lease rentals,
Jeprecnatlon as per .Electricity/
! - \

¢ -

(Supply) Act, O & M expenses at the rate of .




Rs.3.5 Crores i Mw and Rs 3.0 Crores /MW for thermal and hydro’ units reSpectivel'y'
with escalations cons:denng the base year as 1999 interest on working capital, ROE

@ 16%, Incentives and Interest on belated payments by APTRANSCO for the
" purpose of the PPA for FY 2002-03.

et
33) APTRANSCO in its letter dated 28- 02-2003 has submitted that if odfyﬁ‘GO Ms
No 69 dated 15-06-1996, stipulating that all possible generatron dunng Nonhmonsoon
- months need to be from SSLM Right Bank Power House can be :gnored Srlsailam Left

Bank Power House can be considered to contribute about 300 MW to peak demand
durtng peak period of the year,

34)  This was followed by a letter from CMD / APGENCO dated 06-03-2003 glvmg

| once more, the justification for the inclusion of Snsaltam Left Bank Power House units in
the PPA. o | L

35} [n its lefter dated 07-03-2003 APGENCO gave detailed breakup for the savmgs

of Rs.221 00 Crores rnade in the fixed costs of GENCO for the year 2002-03. -
APGENCO also said that if deprecnatlon route was adopted in place of debt repayment,
the savings would have been Rs.191.57 Crores oniy

36)  In their letter dated 12- 03-2003 APGENCO informed that the fixed charges for
-the c%SLBF’H iz Rs. 191. 57 Crores out of the totai fixed charges 0; Rs.2010 Crores |
arrwed at for all GENCO generatmg stations fer F-‘Y 03-04. '

L

37) ,I'n its letter dated 18-03-2003 APGENCO reiterated its request to permit it to
| retain the savings of Rs.221 Crores achieved by APGENCO in fixed costs as it has
suffered a book loss to the tune of Rs.446. Crores (against an equity of Rs.2107 Crores)
erodlng of 22% of its equity, APGENCO added that in addition to the above, it has
suffered a loss of Rs.2800 Ceres by way of non inclusion of ROE,. rncenttvee

la I

Depreciation etc., S s - /
[ !
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CHAPTER-I

. S-al-ie.nt' features of the draft PPA subm:itted for co.nseht:

39)  The salient features of the draft PPA for 2002-0'3 are as under é

a) Installed capacity during FY 2001-02 was 6066 MW (2943 MW Thermal and
3123 MW Hydel) where as that for 2002-03 it is 6366 MW with the addltlon of 2 x 150

- MW Hydel Units at Srisailam LBPH.

b) ._ Generation (excluding Auxiliary Consumption) in 2001-02 wae 27804 MU (18810

MU Thermal and 8994 MU Hydel). Corresponding figures for 2002-03 are 26479 MU
memsmunmmawmwm4MUHwe) |

: '\

c) The draft PPA is governed by GoAP Order Miscellaneous gf\leﬁ dated

© 31-01-2000 (the amended transfer scheme)

dy APTRANSCO to purchase ell the declared capacity and Net Energy generated

"subject to deSpatch instructions, under a two part tariff as under

FY 2002-03
. - - Rs. in Crores.
Fixed Charges ' T 2180
Variable Charges (enly | 2100 |/
for Thermal) .
Total Charges {4250

e) The draft PPA provides for Annual Faxed Charges computed as a Cumu[atlve :
Charge for all Stations with no obligation to make available a rmrumum Capacity, debt
repayment in lieu of depreciation, no return on equrty or incentives and Variable
Charges calculated for Thermal stations, Station wise, using Station Specuf“ ic figures for

the iended prices of Fuels, Station Heat Rate, Auxmary cOnsumptlon and Secondary

Fuel censumptlen and no Varzeble Charges for Hyfel Units. \

Tt . . i N . 4
. ' . ) 4
N

\
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f) ‘The draft PPA aiso prov&des for correctton for all (.uStS at actuals at the end of a.
year and retmbursement of mmlmum fuel off-take charges payable for fuel, fﬂr power

not generated due to d{spatch instructions, Payment %nall be either by a cheque or
through LCs for Rs. 200 Crores covering essenuai cost of Coai Railway Freight, Staff
related items and debt repayment. Lk

P

- qg) Despatch instructions shall be as per Grid Code with a maximum of two pe'r day

with a condition that gross generation for any unit shali sot be reduced by more than
40% of the Installed capacity for any unit.




CHAPTER-—IH

0b|ectlens { suqqest:ons made bv General Public and responses by APTRANSCO .
: { APGENCO

40)  Auxiliary Consumption
Oblectlons / Suggestions; - While on page 5 of the draft PPA Auxﬂlary
consumption Is defined as an actuai value, as a factor in the determination of variable

charge, it is given on page 12 of the draft PPA as a percentage for different stations,

~Commission may allow ‘actual certified values limited by reasonable Auxiliary

consumptzcn percentages

APTRANSCO response: - APTRANSCO dzd not reSpond to- the dlscrepancy

. referred dlrectiy However, the percentage gwen in Schedu{e -8 can be%‘QOQ\&erted.
into a dec:mal and used in the formu[a geven on page 12. I

APTRANS_CO stated that

) There are no Goi gu:dehnes for thermal capac:t[es betow 200 MW

iy Permltted Auxmary consumption for 200 MW (s 9% without coohng tower and 9.5%

‘with coohng tower.

ifi) In case of lesser capacities, considering their age, a marginal escalation is provided.

41) Effective Date cf the PPA:

Objectlon On page § it is stated that PPA is effectwe from Apn[ 2002. But can
the Agreement be effectwe before it recelves consent from the Commlssaon

APTRANSCO fesponse:-As per Reforms Act, the rights and responsablhttes of

~ erstwhile APSEB are shared by APTRANSCO and APGENCO. The latter wiff supply

power and the former wil redistribute the same. For smooth functiemng APGENCO

and APTRANSCO have signed: Power Purchase Agreements for every yefar since

\
3




FY 2000~2001 Tanff orders were issued by APERC for the year 2002:2003 taking intg
account the ARR fi gures which also figure in the PPA. | | |

42) Gross calerlﬁc value determination:

| Obiection;- Though a definition of Gross calorific vatue is given in the dréﬁ PPA
the method of determmatlon is not given.
the Gross calorifi

Is payment made for coal supphes based on

C value as declared by Government coal supphers without verifying
the fuel quality.-

APTRANSCO resoonse Gross calorific value of coal is measured as. per IS
1350 (T his WIH be i lncorporated in the PF’A to be approved).

Coal Supply agreements entered by APGENCO prewde for determmat:on of the'

grade. of coal supplied, based on samplmg, testmg and JOH‘It declaratxon at toaq?k‘ﬁg pbmt :
along wuth procedures for welghment of coal,

43) Coal supplv Aqreement

Squtions Coal supply agreements is to be made pubhc

APTRA-NSCO- response:- 'Copies are given’ o -the Hone'reble Commissi_on.

44) Target PLF:

Oblectlon Mlmmum PLF is not stipulated. Mirumum Operatmg !oad factor should
be stlpu!eted for APGENCO plants to ensure efficient operetlon

APTRANSCO response: - Minimum PLF is the basis for paying 100% fixed
charges and [ncenttves for better performance (higher FLF). Though no ROE or
incentives are allowed to APGENCO it is mutually agreed that 100% fixed charges will

be paid for the actual PLF. However APGENCO plants have been operating at a very
hlghPLF, | L c




s

- 45) 'St-a'tion'.Heat-Rate.

Objection (a }_: Station heat rates (SHR) are very h:gh forcmg consumers to
absorb the cost of inefficient running.

APTRANSCO response:- Government of India guidelines stipulate, aﬁm‘emmum
of 2500 keal / kWh as station heat rate for new thermal plant with a capacity of
200 MWs and higher, While adopting this rate for major stations at VTPS, RTPP and

KTPS, for old stations of smalier capacities, heat rate is fixed based on the historica
data and the agemg factor.

Objection (b)' Article 3.1.2 of the draft PF’A states that variations in auxiliary

‘consumption . and heat rates, from those lndlcated in- Schedu[e Ill (b), for reasons

beyond the control of APGENCO ‘woulid be allowed. Any. increase in such Rarameters

beyond the bench mark values laid down by the Commlssmn should be sﬁigject fo the
scrutmy by the Commission. ' -

APTRANSCO Resoonse As ROE and lncentlves are not bemg allowed,

APGENCO wanted this reimbursement as there was no other source to AF’GENCO to

meet the additlonal expenditure due to cond:tlons beyond their ‘control. APGENCO

would have ethemtse to just;fy the variation from the parameters with relevant data.

QQ]Q@O_M_Q} Station heat rates of some ef these plants are ,htgh It is 3770 kcal/

KWh for NTS, 3130 kcalf kWh for KTPS - A, B& C On NTS, a 30 MW plant more than

Rs.20 Crores ‘were spent on renovation and modermzat[on This should have resulted
in lmprevements tike lower heat rate.

APTRANSCO response: The thermal stations mentioned have served more than

their life time. Gol guidelines do not specify norms for units with capacities less than
200 MW. SHR shown as 3130 kcal/kwh pertains to 8 units of KTPS — A, B & C stations
all of whlch are of smaller capaCttles Consequent on completion of R & M.in KTPS — A

station) the station heat rate has improved from 3130 keal/ kWh to 2700 keal / kWh.




Simitar improvements are expected in KPS ~B & C stations and NTS, once the R & M-
works are completed

Bl

45)  Energy charges for pumping mode:

Obiection: s there justification for APGENCO to charge APTRANSCQ fbr the
energy consumed for pumping, at the same rate as cost of generation (Article 2.2).
What is cost of generation per unit at Srisaitam left bank considering pumping cost? s

it true that pumping cost per unit is more than generation cost / unit? Then what are
the benefits of pumping mode ?

APTRANSCO response:- No charges for units cpnsumed for pumping water (by

APGENCO). Actually energy consumed for pumping will be given free of cost by AP
Transco. Water pumped back will generate energy at peak hours, which is g[verLfree to
AP Transco enabling AP Transco to avmd costly power purchases during peak%urs

i) Based on the number of units operated in pumping mode and water levels at Sagar
and Srisailam the cost of input energy varies from Rs.1.2 / kWh to Rs.1.5 / KWh for each
kKWh of peaklng pOWer generated '

ity If peaking demand is to be met by setting up gas ! liquid based generating station
with a capital cost of Rs. 2 Crores / MW operating at 6 hrs per day, the cost of -
generation would be Rs.5 /kWh. But at Srisailam, with the infrasstructure already
available, additional cost is only the cost of energy for pumping the water during light |
load conditions. The cost of gen'eration .'at Srisailam delivered during peak load hrs
would be Rs. 1.5 perkWh coneiderihg the cost of pumping water at Rs. 1.00 / unit.

47) . Clearances for Srisailam LBH:

Ob'|ecti0n° Has the Srisailam LBH all clearances, Does the large investment
merit consent,. if the project is evaluated on a stand alone baS|s . 0&M and

ddmmtstratwe charges for pumpmg mode alone shouid be con5|dered

15. ) !




_ APTRANSCO resoonse Snsailam LB prOJect has all clearances. No charge by
APGENCO or any add|t10nal tariff for the pumpmg mode.  Fixed cost is being paid on a

oooied basis for alf thermat and’ Hydro plants No varlable charges in the case of Hydro .
nlants. ' '

48) - Uniform Tariff - _. | ' . . ’,-:}J:"%’?

Obijection; - Tariff is based on certain fixed charges and estimatied variable
charges which have been mutually agreed. Instead it should have been based on the
figures as approved by the Commission. How can unsform tariff be allowed for all
stations of APGENCO whxch has a mix of several power stations. Is the mixing legally
valid and w1ll it not encourage lneft’ iciency. |

APTRANSCO- response:- /PERC has su"ggested a common PPA with pooled

fixed cost for all statlons and station wise varxab!e costs* Fixed cost could n%f“be derived

station wise as detalls of loans, lntdrest and unfunded Ilab:ht[es are only ava:lable on a
oooled basns R

49)  O.&M Expenses:

Q_bim_ Full actual costs, if allowed, will permit ineffi -cier'icy to continue.
APTRANSCO. should foot the bill related to optamum staff only. As O & M cost in
subsequent years would be estimated, based dn expend:ture in 2002- 03, will the same
be audited under a fool proof mechanism?. Admlnlstratwe and miscellaneous expenses
are proposed with an annual inflation of 15% on the base cost of FY 2000. Only audited
actually mcurred costs shoufd be payable in future. .

Similarly in_ cases of consurmables, only audited actual costs should be payable
as against what-is proposed, I.e., actuals of FY 2000 inﬂ-atéd annua-lly at 10:%_.

APTRANSCO response: O & M expenses covers empioyee COSTS repairs,

mamtenance ‘water charges, Admmzstratwe and mlsce[laneous expenses, insurance
expenses and consumable stores. . ' } |




1) Gol norms BNOW on normative basts 2.5% and 1 5% of current capital costs towards O

& M expenses for the new thermal and hydro stations respectweiy Adoptsng these
norms O & M charges have to be worked out on a ‘capital cost of Rs. 3.5 Crores / MW_
and Rs.3 Crores per MW for the installed thermal and Hydro capacities respectively with

base year as 1999 and at an escalation rate of 6% per annum. Fixed charges limited to |
actuals, : ;}

i} O & M expenses wilf be limited to actuals at the end of the financial year based on
Audited annual accounts. |

50} Backing DOW'n upto 60%:

Objections (a). As per the PPA APTRANSCO has to purchase all the Power
CGenerated by APGENCO APGENCO's units. operate ata very high plant load factor.
Ag per clause 2.4 of the draft PPA. gross generatlon of any unit should not be ;educed
© by more than 40% of the installed capac:tty With this stipulatlon APGENCO's cheap
power producmg units would be forced to back down their generatlon to some extent. B
APGENCO umts must be declared as Must run” units. ln the PPAs of prlvate (PPs,

backing down is limited to only 1200 hrs ina yecar What are. the factors ln arnvmg at |
ire oercentage of 40%7? '

_ APTRANSCO Resoonse The llmtt of 40% installed capacity referred to in the
dispateh mstructlons at any given time is speolfled takmg into account the need for ol

support, likely i increase in station heat rate, auxrllary consumption etc., which affect the
ormative parameters provided in the PPA. APGENCO need not run its thermal units at'
60% load always. The Tariff order provides for purchasing all the Power generated by
4PGENCO. Grtd securlty and rellabillty require - APGENCO to back down some of its
generation during light. ioad ‘conditions based on rmerit order. GENCO units cannot be
oelmltted as “Must run® units.  Drawal from CGS and IPPs etc are governed by
different terms end conditions such as shares of other states (in respect of CGS) and
Lhe PPA conditions {for IPPs). The maximum capacity that can be backed down without

u.ﬂ support is mutuaily agreed to as 40% of the installec capacity. ‘




Ob-"_éc_.ticjn b): Article 2.4 should be modified to stipulate that gross generation for
any thermal unit should not be recuced by more than 15% of the installed capacity as
APGENCO units have been runnirig at a very high PLF of 90% '

APTRANSCO: The dispatc!: instructions for generation depends on ;icéqhency,
load and other system constraints. it would be very difficult to -ensure the safety and
security of the grid if the gerieration from APGENCO is to be utilised in full.

Objection {c): Allowing only one dispatch instruction per da._y for other IPPs and
stipulating the same as two per day in case df_ APGENCO is discr-iminatbry., In case of
PPAs with private power projects it is incorporated that backing down shall not exceed
1200 hrs per year where as no such limitation is present m the draft PPA with
APGENCO Power drawal from APGENCOQO is said to-be subject to system constraints.
Are such system constramts not dpp[lcable in case of Central Generatlng SF‘c‘ltlons and
IPPs? Such d:scrlrnlnat[on will mame APGENCO units redundant.

APTRANSCO Response: APTRANSCO  draws about 60% power from
APGENCO Drawal of power from central- generatmg statlons is governed by share the
State has from CGS and drawal from IPPs on the conditions of the PPAs. - APGENCO

has entered into a single PPA for all generating: statrons of APGENCO APGENCO
stations are treated asa smgle urit.

Ly

Durin'g the change over of agricultural loads at 6 PM and again during nights, the
system operator necessar.ily resor's o regutation of 'generétion on merit order basis.
Generation needs adjustment as per frequency. !t is not possible to limit dispatch
instructions in view of the security and stability of the grid which is vital. Subject to the
disp-atch'instructions all APGENCO stations are "Must run®. - |

51)  Non provision of ROE and depreciation:

I
i

Objection / Suqqesﬁon: Not allowing ‘return on equity and depreciation and
incentives to a well p'erfor}ning APGENCO even in the latest PPA is gontrary to the.

{
\
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prowsxons of the Electncnty Suply Act. In the last 3 years APGENCO is denled
depremanon to the tune of Rs. 65 Crores, Return on equity at the rate of 16% amounts.
to Rs.1011.27 Crores and incer ves to 247. 29 Crores.’

APTRANSCO Even thoi.gh APERC has suggested a single PPA contaming

pooled fixed cost for thermal aiid hydro units and a station wise variablei-Go5t and

incentives, AP Gowt. as the ownc: of utilities was not agreeable for (1) Return on equity
(2) Incentives (3) Depreciation as a pass though in tariff and preferred the existing

provision for reimbursement of uctual debt repayment by GENCO, in order to prevent a
raise in tariff for the end consumers.

52) Demands of Grid:

Objection / Suqqestzon Thz demand of the grld has almost been statlc as can be

seen from the figures of energy i irchased by APTRANSCO. o e
Year - Powerin | |
| My

»"'100-2001 42189 .|

201 2002 - 40788

2002-2003 | 41333

In spite of this, capacity ~dditions are coming up based. 'on,high-er generaiing
costs. Even if there is need ior additional power, toal based plants proposed by
APGENCOle RTPP —stage Il, /TPS ~ IV and KTP$§ VI should be encouraged.

APTRANS-CO: No Respciise

53)  Pension liabilities: _ _
Objection (a): While the present PPA shows the employee pension and
‘provident fund liabilities as Rs.4611 Crores, CAG report for the year ending 31-03-2002

states that it -would be Rs. 6003 Crores in view of the 'O_ﬁ(‘.i_ssi'on of some of ﬁhe

$
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- ~" employees from the list and. the failure’ to -consider leave encashment provision for

retiring employees.” The figures ir. ihe PPA should be changed to Rs.6003 Crores.

APTRANSCO:  There ic no. omission of émpioyees CAG has taken into

account the number of persons as per sarictioned strength, where as the g@rmmal

benefit habtilty was calculated by the actuary on the basis of number of persons actually

on the rolls, as on 31-03-1995. As per the accountmg procedure of the erstwhile

APSEB, the liability |nvolved in lzave encashment will be recogmzed in the year in
' which it is pald This rule is being @[Iowed by its successor entities

| Objection (b): As no separate deposits have been made in pensioﬁ funds and
GPF, Employees of APTRANSCO APGENCO and four DISCOMS are apprehenswe of
}__ about payment of their terminal benefits. Hence an escrow facility shguld be

:nrorporated assurmg payment of ¢ ermlnal benef‘ts | - g q'.

R

APTRANSCO Response APTRANSCO has |ssued bonds for an amount of

Rs. 4387 Crores i May. 2002 W|th a ﬂoatlng rate of :nterest to discharge the -
commz_tment _regardlng pensmn, ' ' S _

AP State Govemment hau accorded an uncond:tlonal guarantee v:de GoMs No

57 & 58 dated 07- 05 2002, 1t uu[' ensure ﬂow of funds into the master trust for the

payment of termlnal benefi ts 7

54)  Guide lines on the terms of PPA:

- Objection: ' Have the gUideEiné.s commiunicated by the Commission vide its letter
dated 16-07-2001 for form'ulaﬁng future PPAs been followed? Why is the PPA with
APGENCO limited to one year (Art 6) while PPAs with others are for 30 years?. Not

e allowing return on equ?ty,- incentivés and depreciation (Art1.1b) to APGENCO on the
plea of poor financial status of TRANSCO while allowing the same for IPPs with higher
generatlon cost is drscnmmatory and goes against the spmt of reforms In the 3 years

_ between 1999- 2000 to 2001-200? APGENCO lost Rs.565 Crores by way depreciation,
- Rs.1011.27 Crores of ROE and Rs 247.29 Crores of mcentlv%s totahng Rs 1800 Crores.

t
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I APTRAN-SCO' 'Whi!e the guidelines of Commission dated 16-07-2001. pro'\nde-
for the inclusion of ROE incentives etc., the same-are not mciuded in the PPA as the -

owner of APGENCO |, e Gowvt. =7 AP did not want them. As the present PPA does not

include ROE incentive etc, - Its term is Ilm[ted to one year as Government of AP and

-APTRANSCO felt that a one year PPA was advantageous. 1t would helphln drawing
lessons for future.

APGENCO has informed ihat it also prefers the PPA term to be one year instead
_ of three years or more to let the question of ROE, incentive, deprecratlon etc., remain
open ms.tead of foregomg them for three years.

Oblections / Informatzon The terms of the agreement have been ilmrted to one

g -year to draw lessons from the eperatlons during the. year (FY 2003) of aﬂtn;lpated
?3\{ .: ]
'surp!us avallablhty if so why is the same is not applxed in case of IPPs. e

APTRAN'SCO‘S Res;:on-;- smce“APTRANsco 'and APGENCO are both

organlzatrons of Govt of A.P. both-will be running on ang loss or no. prof‘t basis upto

- 2006 as per Business Plan. Eo Jzend 2006 APTRANSCO will have a short-term PPA:
with APGENCO. |

55)  Future Projects _OfAPIGifN-CO: . 2 o N

| Q.QLQQEE_QFL_ Commissioning of a gener-atih_g‘ station takes, in g.enera-l,.ﬁve years
frem_th_e time of .epp.reval in principle. it ie-o.bvieus_ iaat “in principle” clearance must
h-ave been given for. some of the generating stations o be constructed by APGENCO.
" However no mention has been made of such approved pro;ects in the PPA This is

necessary to ensure that AP Trarrsw prOjects are not side lined :n preference to private
1PPs,

/ F\’TRANSCO.' Sugge~ ¢d information i cases of approved projects will be

- 'sncerporated ln future agreernen'
. -\. .
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" 56)  Yimefor seeking the PP approval’:

QObijection: Accordlng to the prov!sxons the PPA - will come into effect from
01-04- 2002. “Draft PPA is made public just one: day before the date it is supposed to
hecome effectwe though APER Act 1998 gives 90 days to ERC to give! 1téé' consent.
This shows that licensee is not serious about transparency and public participation.
There is apprehension as.-to how far the views of public would form a part of the final
judgement. T:ir_ne to discuss and finalise a PPA should be at least three months befOré

the commencing of the year rather than three months after thé year has commenced.

APTRANSCO response: As per AF’-'Refor'r_n_ Act 1898, APTRANSCO and
APGENCO have deﬁnité-ro!es._. APTRANSCO shall purchase the energy generated by
_ ’DGENCO \ For smooth fuhctioning, PPAs are being entered lnto between.
APTRANSCO and APGENCO since 1999- 2000 Thls is the th[rd PPA. Tanﬁ order is

slready: issued by APERC for 2002- 2003 conmdenng ARR fi igures wh[ch find place in
the present PPA. * - - - |

s Fixed'cost:

obqection {a) There iz not much difference betvﬁeen the fixed costs of
GENCO p{ants and plants of 1”’Ps, NTPC and Simhadrt The average cost of power

from APGENCO'is closer to the cost of IPPs thls year 4

Unit Average | Variable Differ_e.nc;e Fixed cost| Fixed

cost i Cost | per-unit cost per

present | Unit | purchased | MW (in
‘Rs.{A) | Rs.(V) | Rs.{(A-V)' | - Rs. Rs.

' 1 ' ] - i Crores)
| AP Genco Total 1.61 0.76 085 | 085 1 036
APGENCO Thermal 227 1 108 119 | 149 1 073
NTPC Simhadri 2.05 1.02 ~1.03 1.03 1. 033
IPPs Y ' 2.13 - 0.89 124 | 120 0.88

tlin ARR for 2002- 2003 all the fxxed costs

‘These figures were given separately f r hydel and thermai unitg in the ARRs of
euriler years with capacity for each unit. Buﬁ
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are placed against the therma! units. Licensee may be d|rected to provlde detalled-'
mformaﬂon '

APTRANSO _response : Considering long terr-ri I'iab-ilities vested in AP Genco
through the first transfer scheme, escalation in O &M charges. and the age of the
stations the fixed charges are reasonable. SR %

P T
R &

For 2001-2002 average cost / unit sent out (Thermai + Hydel) is Rs,1.61 only and'
not Rs.2.10 as prOJected by the ObjLCtOI' '

S.No| - Asbilled Rs. | PerUnit
' ' Crores _Cost
1 | Pooled fixed charges 1839.63 - 076
2 | Thermal variabic Charges | 2169.09 |  1.09 |
3 | Total Charges 410882 | 1.6t 1 s
4 ;_Tota[ energy sent out (MU) 25555.79* | poaT
CfOnie T T et

* {Thermal: 19908 47 MU + Hydel 5647.32 MU)** Calcu[ated both on Hydel and thermal :
 units.

The unit rate would have bean only Rs. 1.44/ kWhr had APGENCO got 8748 MU
Hydel, generatlon as anticipated. '

Obiecti-on {b) : APGENCO fixed costs do. not reflect reality. Fixed. cost.is not
based on depreciation of capital assets and ROE, but.on its debt obligation. This debt

obitgatlon is the result of lpading the majority of (erstwhile) APSEBS loans on
APGENCO. The relatlon between debt obligation of APC:ENCO and its real fixed costs

neads to be unravel[ed




" Cost/ Unit of Power from AP‘GENCO_’(’RS-). -

Year -

Fixod Costs | Total Costs

Thermal | Total | Thermal | Total
79952000 | 053 | 043 | 147 | 1.2
50002001 | 101 | — | 2.08 | 153 s

From the above table it is seen that within a year fixed costs have nearly

doubled. The total cost of thermal unit has increased by 42% and average total cost
increased by 37%. |

APTRANSGQO response : Cost per unit so far biled -in 1999-2000 and

e

2000 — 2001 are given below.

[

| Year | Fixed Cbs_f ' Varlable Cost | Total Cost TIR
- | Thermal + Hydel | .Therm.ay Hydel The-r_ma[%“HydeI;_' |
(16092000 | 045 ] 10 | 000 | 125
| 20‘0‘0-2-00_1- 075 107 | 000 1.64

Base data i’ the initial period of btfurcatuon of APSEB was not clear with regard
to the vital component of expendlture Claim for fixed cost was on a prov:Stona[ basis
subject to necessary adjustments once the annual audited amc;unts are finalised.

S Hence 48 paise cannot be taken as the final ﬂgure for FY 2000. For FY 2001 the debt
=7 ~ repayment obligations and 0&M expendlture had increased by about Rs. 200 Crores

and Rs. 50 Crores respectively contributing to @ raise of ps 13/ unit,

Details:

Year

Fixed

Variable

'fotal_

Charges Charges | Tariff

Rs. (C#) Rs (Cr) = | Rs. (Cr)

1999-2000 1288.01 2102.06 - 3390.16
20002001 | 2007 7{5 2104.21 4111.96 1

1



Obiection (c):In the case of the last unit of NTPS the per MW cost of the plantis
Rs. 2.95 Crores while it s Rs 4 Crores per MW in case of GVK's Jegurupadu Plant.. All
other units are much older and their costs should have been much lesser. . But the

lesser costs are not reflected in the fixed cost of APGENCO. The following may be

considered before a final decision is taken on-next tariff. '%
Particulars According to GO | According to GO Diﬁerenée
| dated 01-02-1999 | dated 31-01-2000 |~ (2-1)
Gross Fixed Assets | _(1)3724.71 s 4892.29
Less Accumulated | 1005.00 | T1616]  186.90
1 depreciation _ . _
Net Fixed Assets 3719711 74251 470539
Total Fixed Assets. T 5089.83 | 9681.0| 458147
Coans and Advances TT1333.39 | 5007 | 42389 |
[Total Current Assets | 150643 | ~a038] 10363
Total Assets | 6606.26| 111656 4559.34
Equry | 0021 21008 1400.58
Pension funds | TT19400 | 43860 3192.00
[Total Long Term Debt 3377 60602 247643 |
Total Current Llabmtles _ 21154 R 21906 |  -20.94]|
Tolal Liabililes | 606.26| 111666 4560.34
;o

: APTRANSCO‘S Response: The first transfer 'scheme represents the fi nal pu:ture '
of assets and |$abllltles as assessed and allocated 1o the unbundled entities.

i} The increase in liabifities is mainly due {0 increase in pension h.abn-mes long term debt
and ec’,uity ailocated to APGENCO whzc-h is match&;d by Gross fixed assets.

i) Estdbltshed power generatlon comgames like AIJGEI\CO will. always have embedded

costs to be recovered as part of genejrat;on tariff.

b
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Obrecnon (d) : Within:an yeur the value of n..ssets and llabllrtles are revrsed by |
69%, and shifting of lability due, of pension funci increased the burden to Rs.4.386
Vrcree Equity is raised from Rs. 700 Crores to R3.2100.8 Crores 'witho-ut infuei'ng any '
funds. Long term debts and the loans of APGENCO increased by Rs. 2476 43 Crores.
To balance thls assets are also hiked by Rs 4555.34 Crores. fé’

APTRANSCO Resccnse ln the past maxinmum investment was in generation
aectcr from extemai sources, routed as loans from GcAP to APSEB As a part of
restructunng GOAF’ has written off loans to the tune of Rs. 2800 Crores t;![ 31-01-1999.
As a result, utilities have reduced the[r interest and repayment burden while GoAP has

taken aver the obllgatrcn to repay. The investments made in the pro;ect can be treated
cqurty frcm GoAP, '

i) Thcﬂgh there is an increase in value of the assets 'an'd'equity they-h'é'év% hBt been

reflected fully in the tariff, Only debt repaymer.* Whrch is less than deprec:atien is
' factcred in. Also ROE and sncentwec are excluded

i) Pcnsrcn / PF Irablllt:es are covered under interest component of fixed charges of

ARG GNCO without any impact on the retall tariff.

Ob1ectron (): Reva!uatlon of assets and Ilabrlmes brmgs on par the cost of
pewr r generated by APGENCO and IPPs, theugh the former has much older plants

“which are stilf functioning efficiently.

APTRANSCO response: The pceled Tariff fcr 2002~ 03 In case of APGENCO is |
Rs.1.51 which is less than the average Tariff of [PPs of Rs. 2.22 / unit and the average
npurchase cost of Rs. 1.81 of APTRANSCO.

| Obiecticn {f): ltis difficult to under stand how the already depreciat’erj assets can
be revalued. Controller and Auditor General of india has remarked that revaluaticn of
generation assets and adjustment there of is agamst prudent accountmgjpnncrples as it

leads to withdrawal of ‘assets from the business fcr dlscharglng revenue I)abrlrtaes
\
}
g
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APTRANSCO response: Revaluation of assets is a standard ¢ommercial practice
 adopted. by corporations while res trupturing the business. It is done -foll‘owing-widety

adopted prmmpies "Depreaated replacement cost” method is a nrudent method.

Obiection (q):  Fixed charges should also be calculated p!anté

separateiy to arrive at rate of return and depreciation more rationally.

wise

k)

APTRANSCO response: Station wise fixed charges could not be arrived since

many of the major costs such as loans, interest, unfounded liabilities etc are avaitable

only.on pooled basis and not identifiable project wise. Thls is in -line with APERC S
: dlrectwe dated 16-07- 2001.

Oblection {h}: APGENCO is providing reactwe compensation and emergency_

power support and should be compensated for the same. '9‘9'@“ -

- APTRANSCO response:-As full_'ﬁ'xed cost expenses of APGENCO plants are met :

by AP Transco, additional payment towards reactive compensation and emergency =

- power does not arise,

Objection {1 Th.e' interest on pension and grafulty liabilities of Rs. 4386.95
Crores and on provident fund liabilities of Rs. 230.12 Crores, interest, (as per terms and
conditions of bonds bemg 1ssued) is proposed to be mcluded in the fixed charges. |
Vidyut Bonds of the order of Rs. 1089 37 Crores are propooed td be redeemed in
accordance with the terms and conditions of the bonds. If the proceeds of Vidyut bonds
are used for the creation of assets and capitalized, the same should not be included in
the fixed cost again. If the bonds are raised to cover revenue deficit the same should
not be permitted to be included in the fixed costs. Past liabilities are imppsing avoidable
burden on the consumers by way of additional deprematlon allowance and interest on
bonds. Therefore permittmg revaluatlon of assets to cover such past liab;hties would
mean penalizing the consumers by asking them to pay again. Past liabilities and
interest there on should not be incl’uped in the fixed charges.
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58) Liabilities of AP Genco:

APTRANSCO Response APERC in'its .Tanff Order 2000 01 has discussed the

jssue at |ength and has agreed to uwmt the recovery of the |nterest and repayment of
Vidyut bonds. N

B

Objection (a): Liabilities of APGENCO should be restricted to costs that are

incurred for generation. Ba!ance should be reallocated to other utllztxes which have .

‘incurred the liabilities.

" A'PTRANSCO fesoonse' ~Allocation of unfunded, employee |1ab|l|t1es among

. functional entities based on numbers on rolls was dlscussed extens:veiy and rejected,

i) Revaiuatlon of T'& D assets to accommedate properttonete employee Itab:l:tles would
affect tariff in the form of additional depreciation. - This - is avetded Q;f lu:mtmg :

depreciation recovery by APGENCO to actual debt repayment

ii) The final p-la-cement. of emplOYees in the re'strUCtu'red entities is still uncertain. | Such

reallocation to, different utilities based on number of employees is not feasible now. The
' 'emp{eyees are comfortabie with the liability in a szngie trust:

iy Without. suﬁ~ cient cash resources, the ¢nfunded !lebmtses are to be funded in the form
of long-term habt!lty with the issue of bonds. . ln the case of /APTRANSCO and
DISCOMS such. | Ioad:ng of |labllithb would have etoded their entire cash b_a_se.

iv) Based en the Transfer scheme, Pensicn / PF lia'bilities_a_-re covered under the interest
component of fixed charges of APGENCO without any Jimpact on -retail- tariff of

_consumers.

Obieetion (b): The dlsproportlonate ailecatlon of entlre debt burden on

APOENCO will cripple APGENCO Where as the lnefF caent arms of erstwh:!e APSEB
viz., APTRANSCO and Dl COMs are being; strengthened to reward prwate investors .
who are likely to pur_cha.se them, by making them healthle;_entltles. By;.lmp‘esmg the -
entire burden on-APGE 'Ci and denying what is due to it," it is b-eingferced to bear
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add:ttonal burden of interest on Ioans and surcharges for defautt on payments SCL
has claimed Rs. 152 Crores as lnterest on delayed payments upto 31 03 2001

~ APTRANSCO response: Post notification of finalized first transfer scheme, both
- APTRANSCO and APGENCO have comm'enced-operat_ions with ‘a similar financial
position. The debt to equity ratios of APGENCO and APTRANSCO as on 01f¥(5§31.999
“were 3.26 and 3.30 respectively. For the disproportionate debt allocation APGENCO is
'compens_ated by the equivalent allocation of equity. The financial difficulty faced by
APGENCO in meeting i-té_ financial obiigations is @ result of the overall cost revenue
mismatch in the. sector. The PPA is designed to meet all the cash commitments of

APGENCO with a- provision to retain gains; if any, as a result of latters operating
performance, as prof' t

59) Reétructu-rin'q Pian:- o _ - : . \

H
[ B

Objection: “When _'did the. gecior .re.srruc-tiir'ing_ plén’ come into existence,.

Provide us a bopy.

APTRANSCO resoonse This was made effa,c tive from 31~01 1999 Copy was
made available to the Commtssnon '

SU) " ) Srisailam L-'B_H -ij-nits:

Objection (a); Srisailam left. bank power house, set up at a  cost of Rs. 3000

Crores, W|th lnterest on Ioans running into severai Crores already, will be. worklng only
for 20 days in a year. [fthe cost of these units is t© be recovered from the sale of the

few units it would generate, such costly power would be beyond the reach of any

consumer. The Project may-be'transferred to the tourism departmant after writing off

the loan.

In the draft PPA'Iban against Srisailam LBH is~ shown as Rs. 768 Crores. Please
provide deta:is of expenditure so far including likzly future expuzdltn« loan and
mvestmentthat has come from AP" FRANSCO/AP@E;NK,O_IGOAP. _ThougJI"\ lt-is_stated

<’
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that as per the latest estlmate thf. “ost is Rs. 2482 Ci ores, an amount of Rs. 2416 has
alr,eady been _spent and_ around F~<_ .. 80 Crores |s_p1 opos_ed to be cpent in 2002 2003.

- APTRANSCO response: ™ he revised proj ject cost is Rs. 2482 Crores excludmg

iDC agamst an originally sanctlor‘ .4 estimate of Rs, 1166, 66 Crores (in Septe%\ber _

1991).

i) Fault zones, heavy seepageq additional quantttles of excavation, rock cutting,

lncrease in the cost of matenalg due to Gulf war, deva!uatlon of rupee ete are the
reasqns for the cost over run.

iy Three units are already synchronized upto FY 2002. Two more likely to be
commtssuoned in FY 2003, and tl“ last one in 2004. '
if) Magor portlon of loan repayme it was taken over by Govt.. of AP Ieavmgz‘ APGENCO
with a loan burden of Rs.__76_8.24 rores from JBIC and Rs 110 Crores from PFC.-

.w) Only one umt was operated durmg the monsoon penod of FY 2001 due to Iow

inflows. Durlng the peak Rabi $eason viz, Febzwry and March 2002 the project has
generated 191 MU through two units. Total generatzon dunng 2001 ~ 2002 was

382 MUs. (3 units were comreissioned by August 2002 and balance 3 umts are

expected- to be comm:ssuoned by August 2003). :
v) The units are capable of operating in the pumped storage mode. When the state
achieves surplus, off peak energy can be used to operate the project in. pumping mode

to supply peak demand, avoiding an investmeant of Rs. 3000 Crores in alternative

. peaking s;tatiohs.

SI.No | .Source. of.- . ' Late's't estimate of | C'u'm'u'lative”
expenditure | the project Rs.(Cr) - | expenditure as
| on 31-03:2002

1 Rs {Cr)
T TIBIC Portion | 2022.69(81.5)| - 1985.39
i 2 |PFC 11000 (4.4%) ] 11000
T3 |APGenco | 349.31(14.5%) 1 351,00

[Total _ 248200 (00%) [ 241645

i

0.



e

The details furmshed m schedule | of'PPAgindiicate' thétent’aii-ve expenditure
estimated for FY 02-03. | | o

i) Estimated cost of Rs, 2482 Crures as'on Apri £040 takes into account expenditure as

on - 31-03-2000 and_futufe expe «dittre at an exchunge raie of 13= 2.7 yen, However
_duri_ng:subseqqent years due fc ;_r'e,n dpprectatio (vxchange rate variation fronyR 2.7
Yens to 1R = 2.2 Yensthe expe liture in 2002-20C5 will go up by Rs.13 Crotés.

ity Government of AP has assi.:ned part of the lcun repayment responsibility and the
amount to be paid by APGENC' may be arouri.. R<.781 Crores.

Objection ('b)': Given the ;:redominant fore_ign- exchange ;ﬁompon‘eht in the SLBPH
consent should not be given.

CAPTRANSCO response, _GoAP'has its own- terms of interest and repayment'

terms with the Gol since monis: are lent from ;ol to GoAP ‘and GoAP to APGENCO

Bemg a rupee loein by GoAPR, [ugn exchang vanation\,. do not get reﬂected in the' g

Tarlff

61) ROE, Depreciation and ‘acentives: -

O-b.iec.tioh -(al;'Retu:rn-on zquity and dep'raciation'if p'errr'if'tea. houid be on actual

~ equity, as allowing the same on iiflated equuty would harm consuis

_ APTRANSCO resoo:nse: HReturn on equlit'g,-f _shciuld be based #h equity recognized

~and .apprbved und-ef"the'ﬁfst trosfer schem'e. {Depreciation Himited to the actu-a-]_debt
“repayment obligation is factorc * into the tariff, -Depreciation to be computed on the

basis of book value of assets ir:iuding any revision / revaluation.

' Obiecﬁt_iOn (b) : In the m;—wttér of inc_:énti-.--'e:;. APGENCO s being discriminated

against the IPPs on the plea of soor state of finances of APTRANSCO. Why_ the same
poor state of financea} is not pre-anting payment of incentives to IPPs.

APTRAP&QSCG response; Govt. of AF’ th< wwWner of APGENCO did not want the

same to be pro 1dec) for as it would affect the ta: fio the end CONSUIMErs.y

‘
\
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62)  Fuels (c:oai &'ons)

Obgection (a): Cost of coal fur KTPS (V) (Rs.1280 / MT) is more than cost of coal
for KTPS - A (Rs.1050 1 MT} thouoh both are located in the same place. S|m|I riy cost

of coal at VTPS (Rs.128_?/MT)_|s_ ore than cost of coal at NTS (Rs.1281/ MT’) though
VTPS is closer to the coal mines.

APTRAN_S_QQ response: Cost of coal depends upon the grade of coal supplied
and source of CUal (SCL or MCL) and the - source mine {Manugur and Talcher) Basic
price and frelght of coal mdlcatec. in the scheduio 1t (c) of draft PPA is the weighted

average cost of different grades of coal at a station from different sources. The invoice
rale varies from cons;gnment to consignment. VTS is bemg supplied from Mahanadr
coal fleid and NTS from Slngarem Coal Hield and hence their rates are not cogxpafabie
SCCL prowdes E.F&G grades (-ff 2%, oO% and 2% %‘ while’ MCL supp!res F&G grades

Obi'ection (b) Wh;le al Ti]i"oe plants use the same quantrty of secondary oil,

the DFICES at Wthh they are obtainzd. ahOW large dmc.ances In case of KTPS ABCit

is Rs, 12028/ KL where as for KTF’u -Vitis Rs 9809 / Ki.. !t 15 9355 /- |n case of RTPP,
15013/ I<L in case of NTS and Rs (7741 in case of RTS — B

APTRANSCO 'respons'e Fumace oil (FO;, HSD and LD Ol (LDO) will come
under the category of secondafy ol and they dre, ‘used to meet gpec:f iC operating
conditions. For examp[e FO and LDO are ysed at KIPS -V where as FO and HSD are
used at KTPS - AB,C. The consumption in a month of each station varies based on
the number of hot / ¢cold startups and the intermittent oil support. | Cost also varies for
each station based on its location and type of oil used. Rates indicated in PPA are the

- weighted average cost {which varies with receipt at different t:mes) of the mix of all oils

received from different supply sources as in March 2001.

B
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63) New Prp.ie_ots —'_Sepa-rate PPA: :

Ob|ect|on Capatal costs of future projects like RTPP — |, VTPS - IV which are.
not consented through separate PDAS should not be altowed in the present PPA

APTRANSCO response; & eparate PPAs will be entered into with APGENCO in
case of new projects - including additions to the exrstzng stat:onb The expend|ture
shown against each of these in Schedule — 1 is only indicative ﬂgure of the capital
investments on these prOJeCtS They will not be passed through under the present PPA.

Al

64)  Dispute resolution Authority: |

Oblectlon Reforms are: atmed at reducing pohtsca[ interference in the working
of Power sector. But article 8 of draft PPA states that in case of dtsputes between
APTRANSCO and APGENCO the dec15|on of AP Govt. shall be final and"tglndmg

Normal!y arbttrators are appotnted in 'such cases on mutual consent |

APTRANSCO response; i‘f\PERC_-may_b‘e the d'is_pute reso{ution.aothonty.

63) A-ssm-n’m‘e.n.t: o

Obiection:  As. per Refonrs Act’ 1998 in, case of transfer of any property or

-rights to any person or undertakmg not who[ly owned by Government the transfer of

assets shall only be for fair value to be paid by transferee to the Government. Thus

| revaluatton of generation assete 5 unwarrantod and assels shou id" have “been
transferred at book values as is dene in case of T & D assets,

APTRANSCO (esponse: Section 23(4) of APER Act 1998, does not prohibit
revatuat:on of assets of the restructured under takings fully owned by the State
Government during _transfer of the property or rights.

S




66) - Opening_of LC

Objection: As per PPA AP »ransco shail make payments to APGENCO either by __
cheque or through letters of credit (LC). Amount covered under LC mechanism is

' Rs.200 Crores only against an average mo.n.thly'paym-ent of about Rs.3-§d: Crores.

While APTRANSCO is providing escrow felicity to alt Privaté IPPs the ‘ame is not

prowded for APGENCO. AF’TRANSCO is giving priority to Private IPPs neglecting the

interests of APGENCO. . As on 06-04-2002 dues of APGENCO is Rs.744 Crores
APGENCO should be provided with an escrow or LC mechanism,

APTRANSCO Response: It is a fact that APTRANSCO has agreed to give
esCrow fac:lzty to three Private IPPs as per lender's requirements though only one
(GVK) is under operation. Extenision of thts facility to other projects’'is subject to
APERC's consent: and APTRANSCQO's fnanc:al position. - APT RANSCQW has been

gettmg rebate upto - 2.5 % for making early payment in cases of IPPs and NTPC
whereas there is no such_prows:on in case of APGENCOQO, APTRANSCO is paying

APGENCO_promptly.--_ APTRANSCO is arranging funds for LCs cpened by APGENCO
~ in favour of its creditors instead of itself opening LC in favour of APGENCO.

67) ' Costin raise for SLBH:

| Ob]ectibn / Suggestions (2) : APGENCO is forced to go ..for__ foreign . debts. The
cost of Srisailam left bank powerhouse of 6 X1 SOIMW pumped s‘térage' plant rose from
Rs.1166.66 Crores in 1991 as sanctioned by the Planring Commission to
Rs.3432 Crores m-aiZn[y because of the excha-ri-ge'ra_te. variation. Getting the equipment ]
eary without synchronizing the same, cost APGENCO Rs.5.69 Crores by way of
Insurance Premium, Projects should be planned and implemented carefully to ensure -

cost effectiveness and gconomic vzabllrty Forelgn funding and foreign equupment and
plant should be avoided. | '

;
I
3

APTRANSCO -Re:sponse: When Planning Commission.s"-ap'proved' the revised
estimate at Rs. 1166.66 Crores, exchange rate considered was|Rs.1/- = 8.16 yens

§
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i) Major part of the equ1pment was xmported betwen 1994 97 with exchange rate;
varying from 1Rs = 3. Syens to 2.7 yens, mcreasmg the project cost.

i) Normally deStgn manufacture and delivery of a pur r2d storagc, plant takes 5 years.
HMence orders were placed in May 1891 to facilitate the commissioning of units by

July 1997. o | o ey
i) Civil works took more time as tunnels are located 30C mts below ground level During
excavation, facile rock structure was encountered aic additional works hke stltchmg

was required in some tunnels due to distressing rock.

iv) In major projects equipment is normally insured iur any damage during storage,
erection, testing and co-mmissi'oning‘_ o

v) Loan from JBIC a foreign fundmg agency has the e rovai of the Govt of Iq&d,;a

vi) Global tenders were lnwted for the procurem of. e'qu-ip._ment-_ af.ter obta.n.,.ng
~approval from CEA, Ministry of Power and Departm: - . of Economic Affairs of Gol and
JBIC. -BHEL too got some orderc : h -

Oblecttonflnformatlon (b): 21.5% of the pmje‘ ~ost of Sriséiiam- LBH is met by a -
Japanese bLoan. lt 15 also a tied credit meaning th machinery has to be purchased
from Japan at a higher cost. | |

: /
APTRANSCO's Response:  JBIC has sanci::-;aéd a total loan of 63167 Million
yen in three tranches. Only with respect to first .z che, procurement shail be from

eligible source countries which includes countries frors Asia, South America and South

Africa. For rest of tranches, procurement is on & global basis.

68) Foreign Loans:

- Objection / Suqqes tion () APGENCO is ge g a loan from China for RTPP I
and from Germany for VTIPS V. If APGENCC w: - paid all the statutory payments, it

f

‘ . . . | y
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66) Opening of LC

Obiection: As per PPA, AP Transco shall make payments to APG ENCO either by
cheque or through letters of credit {LC). Amount covered under LC mechanism is
Rs.200 Crores only against an average monthly payment of about Rs. 354 éCrores
White APTRANSCO is providing escrow felicity to all Private IPPs the sdme is not
provided for APGENCO, APTRANSCO is giving priority to Private IPPs neglectmg the
interests of APGENCO. As on 06-04-2002 dues of APGENCO is Rs.744 Crores.
APGENCO should be provided with an escrow or LC mechanism. '

APTRANSCO Response: It is a fact that APT-RANSCO has agreed to give
escrow facility to three -Privafe IPPs as per lender's requirements' though only one
- (GVK) is under'operation Extension of this facility to other projects'is subject to
APERC's consent and APTRANSCO's financial position. APTRANSCO gnas been
getting rebate. upto 2.5 % for making eari_y paymen_t in cases of IPPs and NTPC
“whereas there is no such provi_sion_ in case of APGENCO. APTRANSCO is paying
- APGENCO promptly. APTRANSCO is arranging funds for LCs opened by APGENCO

in favour of its creditors instead of itself opening LG in favour of APGENCO. |

67) Costin raise for SLBH:

Objection / Suqqest:ons (a) : APGENCO is. forced to go for fore:gn debts The
cost of Srisailam left bank powerhouse of 6 x 150 MW pumped storage plant rose from
Rs.1166.66 Crores in 1991 as sanctioned by the Planning Commission to
Rs.3432 Crores mainly because of the exchange rate variation. Getting the eqmpment
eariy without synchronizing the same, cost APGENCO Rs.5.69 Crores by way of

Insurance Premium. Projects should be planned and implemented carefully to ensure

cost effectiveness and economic viability. Foreign funding and forelgn equ:pment and
plant should be avmded

,
fa
'

APTRANSCO Response: When P!anlning Commission; approved the revised

. o . N
. estimate at Rs. 1-166_.66 Crores, exchange rate considered was|Rs.1/- = 9“{6 yens.

i
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i} Major --ipart_bf the equipment was imported between '1994-97 with exchange rate d
varying from 1Rs = 3.5 y'en's, to 2.7 yens, increasing the project cost.

it} Normally design, manufacture and delivery of a pumped storage plant takes 5 years.

Hence orders were placed in May 1991 to facilitate the commissioning of units by
July 1997. : . S _ . ':*;,‘.;%_.z |

iii) Civil works took more time as tunnels are located 300 mts below ground level. During
excavation, facile rock structure was encountered and additional works like stitching -
was required in some tunnels due o distressing rock. '

iv) In major pro;ects eqmpment is normaily msured for any damage dunng storage,
erection, test:ng and commtssuoning

V) Lo'ah from JBIC. a foreign funding agency has the apprbvai.of the Govt of 3;{:;;&1.iakl

- w) Global tenders were invited for the procurement of equ:pment after obtammg-

approval from CEA, Ministry of Power and Department of Economic Affatrs of Gol and
JBIC. BHEL too got some orders.

Obiection/Information {b): 81.5% of the project cost of Stisailam LBH is met by a
Japanese Loan. Itis also a tied credit meaning that machinery. has to be ;purchased

from Japan at a higher cost.’

/

APTRANSCO'S-R&Sponse: JBIC has sanctioned a total loan of 63167 Million
yen in three tranches. Only with respect to first tranche, procurement shall be from
eligible source countries which includes countries from Asia, South America and South

Africa. For rest of tranches, procurement is on a global basis.

68)  Foreign Loans:

l

. Objection / Sugqestion (a): APGENCO is gef‘tmg a loan from China for RTPP !l
and fr{om Germany for VTIPS ~tV. If APGENCO was paid all the statutory payments, it

i

i
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weuid'-_' hav'e'invested those funds in these projects dnd raised (he balance from Indian
Banks, It would have. got equipment from BHEL ¢ ensuring cost effectiveness.

APTRANSCO Response:; it is not possible to.allow ROE and mcentlves to
APGENCO in view of financia! smoucatlons that would reflect on Tariff te@g}ge end
consumer or SUbS[dy from Government. S

Suggestion {b) ; By paying APGENCO its statutory dues and extendmg a

Rs. 1000 Crores financial sup;ort (by Government of AP, the f-ollowtng: can be
ensured. '

New pro;ects can be taken up with rupee funds and BHEL equ;pment adding

500 MW capactty annually by recycling the revenue from new plants..

T

I
e

i) No foretgn exchange varlatronq aving Crores';'of rt.lpees in the Iong .

i) The undue benef ts being given fo IPPS at the cost of consumers: can be avonded
aiong with attendant detays and unc:t,rtamttes '

m_) More co-alj baSed'plan-ts m.eans. less impact of cOstiy‘quUi_d fue!s;_

iv) Cost effective and cheaper power can be ensurad for consumer,

v) When APGENCO accumulates surplus furids subsidy can be given to'the consumer.

69)  Renovation a'nd_mo_derrzisa-tion R&M:

,__gggs_tm More than 55% of thermal units are old and it is an approprlate to
rehabilitate the thermal capacities of old units by Renovation & Modermsatlon This is

urgently required as hydro capacity cannot be utilized fully for want of reservoir water

~ levels. APGENCO. units should be allowed annual overhaul for atleast for a month.
Aiternatwely we should add new - capacities like - VTIPS IV which has a umt cost

competitive with gas based plants.
] : i

36
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' AF’TRA_NS-_QO Response: APGENCO has a plan for the R&M of thermal.and -
Hydel! plants. R&M'for'KTPS - A4 units)' and KTPS -V is complated. KTPS-Vi, \711 and
Viiith units are planned for R&M shortly. Annual overhaul of APGENCO units are taken
up in “consultation Wlth APTRANSCO. Plans for c:apamty addition in APGENCO are

subject to the approva! GoAP and APERC. ;“'
. J

70} Expenditure on New Plants:

Objection / Suqqestio_n' Many new plants are planned for 2002- 2003 though
actual addmon can-be 450 MW only.

APTRANSCO Response: Only expenditure figures against various projects are
given in the PPA -They will not materialise in 2002-2003. itself. The total aggregate
installed capacity as on 31-03-2002 {thermal + hydel) is 6065 5 MW, Additional

capacity dunng 2002 2003 will be 300 MW. | o % P

71) Prud.ent practices:

Suggestion: The p"r'actices, techniques, standards that are generally accepted,
may be highlighted in the PPA, |

APTRANSC_O_' Resgons_e . Prudent utility practices and .met'ho_d-s are high lighted
on page 6 of the PPA.

72) Inter State Power Projects:

‘Objection / information: - What are the methods of indicating fixed and variable
costs of our share of power in the Interstate power projects, What are the details of
Rs. 10 Crores shown as Interstate power purchase charges in the PPA,

- APTRANSCO Response: There is no Interstate PPA. There are Agreements for
. M
sharing of power and expenditure in 70:30 ratio in case of Machkund ar}d 80:20 ratio in

case of TB dam. There are no charges for energy on per unit basJisi Rs. _10 Crores

'
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shown on Page 27 of PPA is O & M and mterest charges towards Machkund
(4.4 Crores) and TB dam and Hampi power house (5.6 Crores).

73) 'Antic-ipated enerqy qenéraﬁ_on:

f

|_ﬂf9_r_r_n_§t@_rl What are the basis for the antmtpated energy generatldn for thermal
and hydel stations in the PPA

APTRANSCO Response: Hydel - Historical data for the last ten years.

Thermal-energy, station wise, is ‘calculated taking them as baée IOad_ statiqns and

making provision for expected, failed and p!ann'ed outages.-

'74)  On going Proiec-ts:

Ob]ectuon/lnformatlon On-going PrOJects :nclude Mlm Hyde! PrOJeﬁctS sc;hemes -

_completed long back (in 94-95). They have been shown as On-going Capital.

Investment PrOJects to be comp[eted in 2002- 2003’ under Scheduie 1. F’Iease c[anfy

-AF?T'RANSCO’S Resoo-née: Itis progralmmed to Commission 4 Nos. Mini Hydel - .
Stations on Kékatiya Canal with a total capacity of 4.15 MW du-ri'rjg 2002-2003. "

Capital investment figures shown against co_rnpleté.d -s.c.hetn-e:s under Schedule - |

 relate to up grading / R & M schemes of the-existing stations, ’
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CHAPTER [V | |
Staff Presentation and response of APTRANSCO and APGENCO

- 75)  As the members of public may not be conversant with some of the. hrghry
technical provisions of a Power Purchase Agrec,ment the staff of the Comn’;ésezon made
a presentation after an independent study/assessment of the PPA from the point of view
of the concerns: the Commrssron has to address. 1t was made clear durrng the hearing -
that the views of the staff were therr own and did not represent the views of the
- Commission. This Chapter sets out the various. points made by the staff in the
‘presentation and response of APTRANSCO and APGENCO to the points made. For |

most of the Queries/suggestions: APTRANSCO furnrshed replies in- consultation with
AR APGENCO in therr letter deted 02-09-02 whrcw are detaried below Drrect vrews of
'e ADGENCO were recerved on a few pornts _' ' N S

76}  Loan Repa_vment: |

- Objection/Sugaestion: APGENCO has to make loan repayments of
Rs.542 Crores in the year 2004-05 and Rs.542 Crores in FY 2005 06 towards Vrdyut
Bonds. APGENCO was asked to explain its plan for dealing with such Loan

Repayment Creation of debt redemption reserve, ~capping of loan repayment to 90%
of Gross Fixed Assets (GFA) and Loan reschedu'ng were suggested
APTRANSCO Response: As per Busmese Plan approved by GoAP, the bonds

£ would probably be replaced by similar bonde carrying lesser interest rates' and

repayment would be rescheduled in such a way so as to redistribute the repayment
burden over more number of years instead of two. No response on capprng the loan or
creation of a Debt redernption reserve was received.

77} T.ar.e-et PLF for Fixed Charges:

s
£

Obrectlon/Suqqestron For Full recovery of Fixed Chargee target PLF for thermal
Block shoufd be 80% and target avar!dbrlrty for the hydel Block should be 85%

%
|
4
1
|
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~ APTRANSCO Response; Minimum expected euurgy from GENCO is ilnked_-'

-nelther to the PLF nor to the availability. With na promron for Deemed Generation,

ROE and Incentwe it may not be necessary to specify the mrrm um expected energy
for realizing full Annual Fixed Charges which GENCO, running strictly on cash neutrality
basis may also not desrre Normally avarlabrllty of GENCO Units, would be aboveﬁé%

78)  Technical Parameters:

A) Auxiliary Con-sunﬁption:

Ob.iection/Su-qqést-ion: Govt. of India Norms should be adop'ted-where.ver they

are applicable i.e., 9.5% with cooling towers and 9% without cooling rowérs.

APTRANSCO response: APTRANSCO has allowed: paramaters based on the

previous years' performance of APGENCO stations - and also mest of the GENCO's -
. : E . . = - . . . . y[{l “ “
stations are ageing. - : : -

AGENCO Resoonse [n its Ietter dated 25-06-2002, ﬁP(_-:ENCO informed that

' the Auxrhary Consumptron vane from station to sta ion basw on the followmg

(i) Consumption of bal millIs 3 times of that of the vertical mill.
(i) Some stations get coal, which need no 'prir'nar.y crushing.

. , : ,,’.
(iit) Ash extraction in Wet Mode / Dry Mode has an impact on Auxitiary Consumption

(iv) Stations close to mines get coé[ by rope way or trucks needing no w-a-gbn. tripiers.

(v) Levels of chimney emission rate, has an impact on the consumption by the Electro

~ Static Precipitator,

The parameters agreed between, APGENCO and AP‘RANSCO not to be

 disturbed inthe PPA for 2002- 03. | | | 7

:
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-'(B) . Station HeatRate

Ob.i-ecti'on'/ Suagestion: Norms as per Gol guidelines as applicable should be
incorporated in the PPA. .

APTRANSCO response :  Normative figures for station heat rate as’ per Gol

guidelines are adopted wherever they are applicable (for thermal stations of capacities
of 200 MW and above). |

In cases of lesser capacities, for which ho_ norms exist APTRANSCO has
allowed parameters based on the'previou's years' performance of APGENCO stations.

"

T + 79) Colony Consump{ion-zf

Ob|ectlon/8uqqestlon Ce[ony Consumptzen should be separated o zdentlfy
actual Auxnllary Consumptton '

A’PTRANSCO-'Respon se; Ail thermal plant cotemes except RTS B are. HT
Consumers, duly eccountlng for energy consumed '

RTS-B .an.d'most of the H=ydelr-ce[-onies are.f‘ed by respective generati_:ﬁgf stations
WIth metering arrangéments in the Switchyard 2t the point of .take' off of the 11 kV
Colony Feeders. APGENCO has applied for HTT semces in respect of individual
colonies for which DISCOMs have to release the connectlons by segregatmg and
& taking over the existing private Distribution. '

1 80) Station Heat Rate etc-and- R & M:

Ob[ectlon/Suqqestlon All the etages’ of a power station are gro'uped"for the

fixation of normative parameters of station heat rate, auxﬂ:ary censumptlon etc. In the
- recent past sufficient amounts were spent on R'& M of KTPS-A & B Statlons," In order

to get full advantage the different stages should not be grouped together: for_ ,SHR ete.

AT
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- APTRANSCO. Response SHR and. other parameters for KTF’S - A &B haw ‘

~ been fixed duly conSIdenng the benefits of the already completod R&M works in KTPS -
‘A’ Station and on. going refurbishment in KTPs - 'B' and 'C’ Stataons However as the
- switchyard for all the oyt going 220 kV and 132 kv feeders i common for the entire
complex, station-wise Auxiliary Consumptlon (difference betwoen Generation and Net
Energy Export) cannot be: computed.  Similarly Coal Plant for B & C Statlons is
common. Henge, station-wise Coal Consumption cannot be computed. APTRANSCO

has- allowed parameters based on the previous years performance of APGENCO s -
statlons Most of the APGENCO's stations are aged stations.

81) - Uniform Gross Calorific Value (GCV) for thé secondary fuel oil for alf
stations. |

| . S %ﬁ' T

Obiection/Suggestion: Gress Caiorzf ic Value (GCV) of sc*condary fuel is shown
-unlfermly though dlfferent oils are used in adjacent stations. Price variations ne.ed to be
explained. '

APTRANSCO Reseonse Furnace Oif is used for ﬂame stabzhzahen in almost al!-
thermal stations except NTS. For startup of units HSD is used in VTPS, in
KTPS A,Band C and RTS-B and | LDO is used in the balance sta rons ~The GCV varies

from 8925 to 9840 kcalllitre. - An average GCV of all the oils to *e*her is considered to
specify the GCV of secondary fuel. -

The retes'ado'pted in the PPA are based on their reepee ive guantities, station-
wise, as of March, 2001 Whtch takes into consideration the maonth's opening balance,

receipts, date of supply and censumptton during the month in each station. Hence there
is variation in the prlces '

f

r.'
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" 82) Expenditure against each loan:

' -ObiectionfSquestioht Details of eXpenditu re against each joan to be given. '-

APTRANSCO Responge: Detailed expenditure anainst nach loan is already

provided. Further information as requested by the Commission w:li be. furn:Wd by
APTRANSCO on or before 12-09-02 (since furni. ned)

83}  Freezing of Loans arid revaluatibn:

Ob|ectl0n/8uqqest|on Freeze the loan and. projects on rransfer scheme date.
Due to revaluation of assets through transfer scheme, equity is increased by

Rs. 1317 Crores, Conssquent to this ROE will increase from 4 paise t011.7 paise per
unit. .

APTRANSCO Response APGENCO is formed on 01-02-1999 ad%ptlng aI['_'
liabilities, equity and assets transferred wde GOMs No. 11 dated 30-01-2000, and
re-operung of Transfer Scheme issues at this stagr, is not ;.«;ppronnate _

'84}_ 0&M Expenses:

ObiectionfSuqqestiori o8& M.cha'r'ges may be allowed on normative basis (2.5%
for Thermal. and 1 5% for Hydel) cons:dermg notional current capltal cost of |
Rs. 3.5 Crores / MW for Thermal units and RS. 3. 0 Crores ! MW for Hydel units with an
escalation of 6% per annum taking FY 1999 as the base year. O & M Charges given in
PPA have mcreased by 16% over the actuals of the previous year.

APTRANSCQ Response: As' suggested in 'APERC letter dated 16-07-2001
(as given above) O&M Charges are computed on a normative basis by considering
2.5% of curent capitatl cost (taken .as 3.5 Crores / MW installed) for thermal units and at
1. 5%,fo current capital cost {taken as Rs.3 Crores / MW msta!!ed) taking 1999 as the
base year and with 6% annuat escalation.
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Total O & M Charges FY 2002 =  Rs. 466 Crores
Total O & M Charges for FY 2003=  Rs.511.22 Crores (given in PPA)
[For FY 2003 raise is 9.66% over the previous year]

85) Working capital:

1
X

el
T

Obiection/Suggestion: This shall be allowed based or Norms or actuals.
Rebates and penalties may be infroduced on payments.

APTRANSCO Response: As annual fixed charges are aiiow:d on a cash neufral
basis, the issue does not arise.

86) | Obi_ec:tion-ISuqqestion: ROE, Incentive etc.:

Provide ROE, Depreciation and Incentive as given below. R N
For Thermal Generation - 1palse per unit generdteh abave 80% PLF.
For Hydel' G-en-ération S 1palse per unit of 58CORC ary energy generated.

'APTRANSCO Resoonse Costs adopted are on a nom: ative basis but not on
actuais APTRANSCO and APGENCO are both GoAP cwned uiilities. APTRANSCO
has not paid the fixed charges to APGENCO on .2 basis of sziculations.of normative

‘levels. In the PPA, 16% ROE and incentive structure have nou ko incorporated as the

Reforms process is in a transition phase. Further depref.:am 25 pef GOI Guidelines
has not been allowed and debt repayment at actuais'as pes tha final audited accounts of
AP GENC_O is adopted.

APGENCO Response: APGENCO vide its \etter dated 23-07-2002 submitted the
f_c:llowing: _ |

APGENCO has suffered a ‘ass of about Rs 585 Crores o depreciation and total
legitimate revenue loss of Rs. 2265 Crores; upto FY 2003. To cu mpensate such losses

the following are requ_ested to be approved.

o

—_——
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i) 16%. ROE on equ:ty of Rs. 2010 Crores whloh comas to Rs. 337 Crores per
annum : : | |

ii) Deprecuatlon should be allowed on va!ue of assets = *he orescrlbed rates. In
addition whenever loan. repayments are more than depraciation the same shal! be
allowed as. additional appropriation in the tariff treating it as acvance -deprejr;:fﬁ'lbn as is
being adopted In cases of APTRANSCO and DISCOMS |

iti) The liability of Vidyut bonds mainly arise because Government did not

~ discharge its own liabilities to APSEB (e.g.: subsidy etc. ) but adjusted them against

Long Term Government Loans to APGENCO' whloh were drawn for"speciﬂo projects

and payabie much Iater Hence Bonds have to be correctiy factored into the Tariff,

- Iv) Incentive for Thermal Generation @ 1 p'usefkw IO: each 1% i mcrease inPLF
availability over 68 5% PLF or at 0.5% additiona! return on- eq .ty for each fﬁ% intrease
in avallabﬂ:ty over 68 5% PLF should be allowed | R

In case of Hydel generation' 0.6% of equity for eve ru' 1% increase of PLF over
85% upto 92% and- thereafter 0.45% for each ‘1% increase in avaliablllty beyond 92%

_ “should be adopted (as per CERC Norms for Hydro stat[ons)

v} The over all'impact of ebove suggestions is about Rs.432 C_ro‘res' per annum,

The constraint in allowing these in 2002-2003 orlLater years is that t';;gis will raise Tariffor. .
- Government subsidy projections in the approved Business Plan.

vi) To overcome this difficulty the following are suggested:

For FY 2002-03, provisions in Fixed Cost such as Q&M, provision for debt
redemption and-interest ars o be adjusted to 'actua[s, as per the PPA, from the initial
provisions in ARR against Power Purchase Cost. if there are any savings in this, the
same can be adjusted against ROE, ‘Deprecation etc. *Likely: sawngs may be of the
order of Rs 156 to Rs. 206 Crores. The differente. betwe en the arnour]t due fo
APGENCO and the amount that is released as above sha.l be jreated gs-a rjgulatory

asset to be amortlzed over the next 2 to 3 years as approved by the Commlssz

f.\- : [\
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vii) For future years normai pnnmples of ROE deprema ion and zncentwe as
detailed should apply Wlth changes, if any, as apphcabie to all gr*mrators

vm) Asset values, equity and other fiabilities as per the transfer scheme approved

by the Government must be taken as final and computation should be based on this!

ix) Deprecuatlon below what is statutorlly due shou!d under no circumstances be
contemplated.

- X) There would be no need to increase the tariffs for 2004, 2005, 2006 2007
beyond the levels of 2.63, 2. 82, 3.01 and 3.02 per unit’ contemplated in the Busmess

Plan msp:te of prowd:ng above benefits. At any rate it will not be correct fo restrict

APGENCO S entlt[ement on the basis of Business Plan. It is: the Business Plan V\WhICh '

shouidbecorrected o T 45 “*_

87) Létiérdf Cr'e'dit:._

Ob;ectron/Sugggstlon An irrevocable letter of Cred;t hould be opened for the _'

- entire monthly bill of Rs._ 354 Crores forthwith, and escrow facility s.hou-l_d be prova_de.d to
APGENCOQ. ' ' '

' APTRANSCO did not resporid fo this. However ona Slmz!d suggestlon from one
of the Objectors APTRANSCO has given the following reply |

It is a fact that APTRANSCO has agreed to give escrow facmty to three Private
IPPS as. per lender's - requirements though only . one (GVK) is under operation.
Extension of this to other projects is subject to APERC agreeing to this and
APTRANSCO's financial position, APTRANSCO has been getting rebate upto 2.5 % for
making eaci’er payment in cases of IPPs and NTPC wheréas there is no such provision

in case of APGENCO. APTRANSCO is paying APGENCO promiptly. APTRANSCO is

i
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" arranging funds for LCs operated by APGENCO mstead of tself openmg L/Cin favour

- of APGENCO

€

APGENCO Response: in its letters dated 23-07-2002 and 28-09-2002,
APGENCO requested the foflowing: | |

Though APTRANSCO has stated that payments are being made {0 APGENCO
by way of cheque within 30 days dues pertaining to energy bifls of previous year have
only since been cleared. Currently APTRANSCO i3 pay:ng Rs. 100~ 150 Crores directly

every month and adjustmg APGENCO's commltmcnt fike bills of SCCL Government

bonds, Interest on loans etc.” Full payments are n¢ made and there is'no system of bill-

| _wnse payment Though existing PPA provides for sayment of Rs. 200 Crores through

L/C, APTRANSCO s yet to implement this provnsm:.

| There is an urgent need for a mechamsm to -ensure ttmely p‘ayment by

'APTRANSCO As on 23-07-2002, outstand{ng dues are of '*bout Rs. 1300 Crores.
APGENCO has to- pay 15% interest per annum for det'wed payments 50% of
B APTFU\NSCO / DISCOM $ revenue should be automatlcaliy ré rwuested to be deposﬂed
in separate acccunt facsiltatlng drawal by APGEENCO The PPA should [ncorporate

eppropnate provas:ons

88) Term:of'-Aq'reement:' o ' I - =

OblectlonlSuaqestlon Though the present PPA under consrderation canbe for 1
year future PPAS should be for three years. |

APTRANSCO -Response' APTRANSCO and APGENCO are bbth GoAP owned

utilities. As per Business Plan, both the orgamzatzons will be runmng on.a no.loss and

' no prOfIt basis upto 2006 due to transition phase of reforms process APTRANSCO wil

enter into a long tern! PPA with APGENCO after 2006.

; APGE’NCO R%_gonse‘ APGENCO prefers to keep the PPA term \a_s'one year till

'facnmels like ROE
\ . L

entives and deprec:atlon efc., are prov:ded In'its:_ l.'et_t_er_dated'_

e =
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28-09-2002, APGENCO stated that Business Plan which is a dynamic document can

be tevised from time to time. ROE and other legitimate dues should not be denied to
APGENCO for years to come.

89) Coal Supply Aqreement:

T
B 4 i

Objection/Suggestion: Following amendments to Coal Supply Agreement are
suggested. ' '

(2). While inclusion of “suspénsion of supplies due to payment defaults” under SDQ
(Supplier's Deemed Delivery Quantity) for arriving ut SFQ (Suppli‘er's failed
‘Quantity) for paying compensation is in order, it shall be excluded from

computing PFQ (Purchases Failed Quantity) for paymg compensation as it would
amount to double penalty |

>

(b). Incase Of agreement with Mahanadl Coal L|nkage e .
M. -Slx months penod for re-assessmg and revising the deciared grade of'

- Coal frorn a CHP (Coal Handling Plant) is too lom and is to be revised.

({i). . Statutory charge‘s like Royalty, Stowing, Exci'se Duty and Sa!es Tax are
~ not to be paid for a Coal with UHV less than 1300 k. CaIIKG or on shales
stones and foreign metallic material rocelved

(c). The Term of Joint Sampiing & Protocol (JSP) cum FSA 3 mall be/co-termmus with
the term of the PPA. '

APTRANSCO Response: Did not respond to this

APGENCO Resnonse Did not respond to this

80} Wmdage and Transut Losses

Obiection/Suggestion: lt shall be limited to 1% -ag':ainst' 3% providéd in the
Schedute iti-{c) of th_-e PPA and variable Cost Calculation has}to be revised acc]ordi_ng!y.
(
Y

§

;| . ;
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APTRANSCO Resnonse (letter dt 02-09-02) ; Whilé Tr-nsit (Gss alone normally
accounts for jUSt 1% of coal receipts, there are other losses to be reckoned. such as
windage, shnnkage coal refects, intermittent firos in the siost vard, washing away of
coal dust due to sprinkling of water or monsoon, loss of ‘quality’ of coal in open storage
unit etc. All these losses take place mostly on reachmg the destination and: béfbre the
actual consumptlon in the boiler. There is no way of quantlfwm these !osses other than |
undertakmg physical stock verification at certain periodicity. In view of these inevitable |
Iosses tn each station, it is requested to consider 3% as ths maximum limit or actuals

on all !osses for coal accounting purposes so long as APGENCO is a!lowed to operate
on a cash neutra{ basis.

Any revision can be conszdered ornce a normatwc/ﬁ rrormance based tanff
approach is fi nallzed with. mutuai consent of both the parties. | % DA
APGENCO Resnonse Expressed szmzlar vigws in i r"v“'er dated 28- 09 2002 _

_ requestlng for retention of Windage and Shnnkage Losses as 3%. APGENCO has.afse
. stated that |t has no means to recoup such losses. : | |

Fo
! ML

91) Provision of 0.2 Class Accuracy Meters:

Obiection/Suggestion: 0.2 Class Accuracy Meters to be installed at all Interface
Points. - : . e - "

- APTRANSCO Response (lefter dated 02-09-02); APGENCO has provided 0.2
Class Accuracy Meters at all Interface points b_e-tween APGENCY and APTRANSCO.

92)  Suggestions for the new PPA'as contained ih'lﬁetter dt.ws-o?-zom'.

-Objection / Suggestion: All the other suggestlons of the Commissmn as in letter
dated 16 07-2001 not. expressly covered in suggestions made as a parb of the staff
presentatlon are to.be complied with. ' : | 'r'
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APTRANSCO Res onse : Concerning structure of the PPA APTRANSCO has'

- entered info PPA w1th APGENCO at a pooled fixed cost . to be recovered for all
generatrng statlons and with statlon wise varable cost component Further as a
general approach it was decided on mutually agreed basis that mcentwes and ROE '

were not to be aflowed to. APGENCO due to ongomg reforms process and a!sq ﬁecause
both are ‘GoAP owned utilities. '

L
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CHAPTER-V
Com'miss'io_r-.i‘s _Analy?sis:

93). APERC recewed ten sets of objections in all from the pubilc The gbjectlons
were broadly on the following issues:

() Absence of Technical norms

@iy D:scnmlnatory treatment of APGENCO statlons by not a[!owmg RoE and

incentives.

- (il ..Sr_is:ail-am projet:t cost WIthout'output. :

(iv) "Non- compllance of AF’ERC d{rectlons in foilowmg the techmcal a@d ﬁnanmai
norms. ' '

APGENCO in thetr letter dated 3¢ February 2003, have risntioned that if the existing
c.rrangement of a!lowmg repayment of loans, wnthout Ro?' and incentives was to- -
contlnue APGENCO wo_u[d incur heavy book losses. |

94) The Commissmn after having conqxdered the views of APTRANSCO the .

. L:censee APGENCO the generating company. the Commission’ 58 staff and the pubhc

ob;ectors has ldentlf' ad the following key lssues for analysis.
I Change in _théme-thod-for senvicing l'i'ab-iii_t'ies )
i)  Return finked to equity

i) Introduction of incentives

v} Recovery of operating costs, bas_ed on norms

| J

vy Freezfig the . techmcal and ‘financial norms pavmg the wa\( for multi-year

| agreernent

‘\. ' \
b
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The treatment of these key i ISsues will lay the technical and financial prmmples of

the contractual framewom betWeen APGENCO and APTRANSCO. The key issues are
discussed below in detail:

CHANGE IN THE METHOD FOR SERVICING EXTERNAL LIABILITIE_S:- wh

95)  The Commission in the past has allowed APGENCO to pass through in taritts its
debt servicing (interest and fepayment) obligation for all loans. The Commission
henceforth intends to do away with the practice of reimbursement of deb-t -rep-ayment-
Instead, hereafter APGENCO will be allowed to recover through tariffs an annual
depreciation charge calculated as per the existing CEA gu:deimes on the book value of
the assets. APGENCO I8 expected to meet all its debt redemption obhgations from the_.

_ deprec[atlon bemg prowded to lt now. This will be applicable wrth effect from 2093 Q4

96) The debt redemptlon ob[ngatlons mclude those arlsmg out of the loans taken for
creatlon of assets (e.g. wdyut bonds) and the Pensron & Prowdc,nt fund bonds

97) Whlle the Interest on other [oans used for creation of new assets is a pass
through in the tariffs, APGENCO w;il have to bear the mtorest on. the F’ensron
Provident Fund and Vidyut bonds from deprematlon

R’ETURNUNL{ED'TO EQUITY E L /

98)  The GoAP in their capacnty as the owner of APGENCO have commumcated to
the Commission their dec:smn of foregoing any return on equity as this would either
increase the Government's subsidy or tariff to the consumers. On the other. hand some
objectors have hlghhghted the need for treating APGENCO in the same manner as

-other iPPs. The Commission appreciates the reasons given by both of them but concurs
_ _wnth the views of the public objectors that the returns should be commensurate with the ,

f

|nvestments in any. busmess The Commlss:on is of the view that any move to;

- compensate  the . ‘generating stations by allowing a Return on. ECIUIQ( ust bfﬁ

accompamed with operatmg norms and depreciation. In order to make the operations of

!
b

. \ .\\
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| APGENCO fi nancrally sustaznable on a long

“term basis, it is necessary to allow for a
return on the lnvestment The Commiission allows an annualised retumn of 16% on the

equity of APGENCO as a pass through in tariffs with effect from 2003- 04

-
.7
.hhﬁr

99) - The particulars furnished by APGENCO in their letter dated 22™ Merch 2003,
have demonstrated (Annexure 1) that with the allowance of annual depreciation and
return on equity, there woutd be adequate funds to meet the debt repayment (including
Pension Bonds, Provident. fund bonds and Vidyut bonds) as also” the interest on
Pensuon Provident Fund & Vldyut bonds in the next thirty year period..

| 100} One of the concemns raised was the hkel:hood of increase ef llabihty on account of
-mterest on pension bonds The possibility of grant of h:gher pens:ons and the extended

longevity of the pensroners makes the llabllzty uncertain. After careful coﬁs‘fderatlen

-Cornmassron agrees that any liability on aceount of interest on pensmn bends in excess o

of that specifi ied m the annexure W||l be" allowed as a pass through in the tanff of _
APGENCO on a year to year basis. Slmzlarly, any fall in the Ilablhty on. thrs account will.

be adjusted in the tariffs on a year to year bas:s

101) The Commzssron is of the opmron that APGENCO should earn return only on

capital infused by the developer. Rs.1,326.54 Crores out of the. equtty base - of

Rs.2,107 Crores, represents enhancement due tp the upward revusﬂon in the equtty at
the time of First Transfer Scheme as a part of the revaluatlon of assets. As the terminal
liabilities would be dlscharged in full over a period of thu‘ty years with the retum on the
increased equity as demonstrated in Annexure 1, the Commission directs that the equity

amount of Rs. 2107 Crores be reduced by Rs.1326.54 Crores at the end of FY 2033 for
the purpose of computing the return on equrty

INCENTIVE REGIME:

102) - APGENCO- in their lefter dated March 227, 2003 have requested the

Commrss:en to ailow mcentwes as per any one of the following opt:ons \
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"(a) As prescribed by CERC i.e. 50% of fi xed cost or 21.5 paise per Kwhr for each
unit generated i excess of 77% PLF.

(Of)-

{b) O“e paise fOF each percent increase in PLF over  68. 2% for all units g%nerated
above thls limit. e

103) In order to encourage them to perform and improve over this level, the
Commission has decided to incentivise APGENCO stations. As per CEA guidelines, :
incentives are paid as a perc. antage of equity, Wthh is part of the prcuect cost. Due to
non availability of DFOIectmsn capital cost, the Commrsszor: wfm,uld like to adopt the |
incentive scheme followed for central generating stations as per CERC order dated

21% December 2000, The cumputatlon of . mcentives for the generating statlons has'

been descnbed below: ﬁﬂ. -

104) For thermal stat{ons An amount of 21 .5 Paise for every unit (kWh) for the energy
generated over and above the threshold annual PLF of 77%. T ne PLF will be computed _
~ using all the thermal stations g_:f APGENCO put together.

105) The Commission also ‘suggests incentives for hydro stations as explained in
CERC order dated 8" Decem ser 2000. The computatlon of inc ejtives' fd_r hydro stations
has been descrlbed below: ; B : ’

- Incentive = (Annual hyc el fixed costs- Primafy Energy charge)* {CI-0.85)

“Where;

'-P-rimary_ energy Chargz = Primary saleabie Energy (Ex-Bu_s)* Primary Energy
Rate, where; '

anary Energy. Rate= QQ% of fowest variable charges of APGENCO thermal
plantsl (

\

.. Cl=(Declared capacity/ftaximum available capacity)*100.

v
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* The Commlsswn agrees that he mcentwe for. both thermal rj hydet projects can
commence from FY 2003 04, :

RECOVERY OF OPERATING ~OSTS TO-BE BASED ON NGR:‘-.-%S: }3
106) Since the unbundling <f the erstwhlle APSEB ie. pro'mulgatzon of the First
transfer Scheme  the powe: purchase arrangement between APGENCO and
APTRANSCO is on the basis of relmbursement of actua! ooeratmg expenses of
APGENCO. This method. of r “imbursing the actual expendituro does not provide any .
incentive to the generating \Jompany for lmprowng its operational efficiency. The -
. Commission proposes to estabiish operating parameters Jike station heat rates, auxiliary
consumpt1on speczf c oal constmption and Q&M expenses. ' '

107) An initial issue is-whetr'ﬂfar th‘e'targets'shbu[d be-applicak!s for APGENCO as a
whole or separate!y for each st ation, The Commission has def‘rdad to fix up the same

norm for alt the: uruts of sumllar apacmes in each station.

108) Another need is to estaLitsh nomms appl:cab[e for a dum+ ion that i is suitable. and
realistic to achleve such effi czewcy This will be for a period longer than' that of the term
of the PPA under consent. The Commission had instructed -the .-h.censee_ to submit a
~ PPA for a period of three years with--no.rms, but the -'-[icen'se-é fﬂad the/PPA only for one
¢ year on reimbursement basiz. The Corhaji-s'sion-}i' reiterates -iha?t norms _shoﬁ[d be
o established not jUSt for the pre ant PPA but also for'the next ong, which should be fora
| period of three years '

4
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109) The Comm:ss:on sought the views of APGENCO and. APTRANSCO for-..

determmlng the Auxiliary Consumption and the station heat rate of each stat;on Both of
them are of the view that it is not feasible to adopt stage-wise auxiliary consumption and
heat rates as in some of the stations like VTPS and KTPS-ABC, there is continuous bus
without stage-wise sectionalisation. All the outgoing feeders from. the sta ?%on are
connected to this bus and hence stage wise export of energy cannot be known They

have also stated that for the stations of NTPC like Ramagundam {3x500 + 3x200MW)_
etc., the calculation of variable charges is only for the entire station.

110} . The Commission has gone by the norms issued by Ministry of Power through the.

- notification dated 30™ March of 1992, wherever it is applicable. in other cases' the actual

historic statlon wise parameters have been taken as the baS|s for computing the norms.

‘The techmca[ parameters and correspondlng staﬂon \mse normative levels so computed

‘have been fisted in Annexure 1. The followmg norms are prescribed for the %famters

mentioned be!ow

111) Station heat rate:

1) For al stations that comprise units of rated capacuty 200 MW or above CEA norms of

March 1992 are. appltcable

i) For all the other station__s- that comprise x.i'nit_s- of c_:apacity less ,;h'an.z-OO_. MW, the

average of the actual station neat rate for the past three y-éa--rs is applicable provided
that where Renovation & Modernisation (R&M) is carried out, the actual heat rate
achieved after stabilisation p.erio_d,' post R&M, will be reckoned.

SHRs for the present term of the PPA for FY 03 and the sunsequent period of three
years (FY 04 to FY 06) is anc.c.se.d in Annexure 1. ‘
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() For all stations that Comprise units of rated capacity of 200 MW or.gtjéﬁze, CEA

- norms of March 1992 are applicahle.

G Alf other stations that comprise of generating sets of capacity less than 200 Mwy,

the average of the actual auxifiary consumption for the past. three years is
applicable. '

113)  APGENCO hag stated that the existing metering -s.yst-:-:m,and..the--"ori_léntati'on of
the bus is not only for handling local generation byt also receipts from the of ef soyrces

in the grid, which _'p_éss Ithrou-gh_'_the-"sam'e_ bué_. Hence the actua auki.l-iary-conéum-p-tirjn is

not have meters. According to APGENCO gl these."-ld'ss_es'_ put together are of the order o
'_of'mini_murn 1% On average and the suggéstion ‘is. to take the average auxiliary

consumption on the basis of .Gross'Genefatio-n minus Net Energy Export for-all the
stations. APTRANSCO has Supported the stand of APG_EN'C’Q' in this respect.

11.4) - The Commission takes note of the fact that tlhe meters should be Jocated on the .

HV end instead-_-of the present Lv end. Till they a-réfn_sta!led at the HV end the average

auxiliary consumption for all the stations whose -g'enerating capacity is less than
200 MW will be worked out on the basis of Gross Generation minus Net Energy Export.
When the metérs é-re fnstalfed'a_t the Ry end, the auxiliary consumption will be the lower
of the auxi!fa'ry consumption derived 'froml the fneter_readings at HV end of generator
and station transformer or the auxitiary constnption approved now.

|
FYC}JJ__ | . ]

115) The -'Co_mmissioh approves the auxifi:iry consm{ption proposed in the PPA for

4
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116). For the subsequent three years (FYo4 to FY 08} the Commission tays down the
_fol[owmg norms: o

i} All stations that comprise units of rated capacity 200 MW or above, CEA norms of

March 1992 are applicable. -
=

ii) For all other stahons the auxxllary consumption shall be as mdtcated in Annexure | of
this order. -

117) . Auxiliary conSump-tion for all the stati.ons are set out in Annexure [, -

118) The Commtss:on reiterates that installation of 0.2 class accuracy meters on the
S HWV. Slde of generator and station transformers should be completed by 30" June 2003

as du'eoted Further, eoergy audit may be cerrled out through an rndependent egency at

all APGENCO thermal stations and a report should be furnished to the Comrrtte‘;’smﬁ by

31% October 2003. .

__-119) Spemf‘c il consumption: The CEA norm for spootfc 0£| consumption is
3.5 ml/kWh egatnst which APGENCO has ~suggested a figure of 2. mifKwhr, On a
Specnf ic enqurry from the Commtsszon APTRANSCO has a!so agreed vide their letter
| dated 30.1.2003. that the specific oil consumption for all the AF’GENCO thermal pro;ects
be taken as 2mitkwh. The Commission has dec:ded to accept the proposad t‘gure of

2 ml/kWh as the norm forall the stattons because itis w:thtn the CEA #orm and the cost _

of- secondary fuel is not mgntf icant when compared to the total variable cost {around
2—3%) The Commtsston likes to retain the present consumptlon of 2mLfkwh for the
next three years (FY 04 to FY 06)

Operations and Maintenance cost:

A20) :The Commission has examined the fotlowing-h-orms -fo; O&M expenditure

‘ {i) Norms as per CEA guidelines: O&M expendlture IS [arrwed at by chergtng 2.5%
}of the base year (year of inception of project) capital cost)for a!l hermal statlons and

\ \
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@1.5% on the base year capltal cost for all hydel stattons Ttu 5 wmount is escalated @

- 6% per annum tilt FY 2003 Usmg thns method the Q&M expenses for FY 03 work out to

L]

Rs. 298 cror_es

(i)  Norms as per CERC guidelines: O&M expenses for thermal proj_eg&g} are
calculated @ 2.5% on the current capital cost (assumed as Rs. 4 Crores / Mw) and
O&M expenses on hydel projects @ 1.5% on the current capital cost (assumed as

Rs.5 Crores/MW). Usmg this method the O&M expenses for FY 03 works out to
Rs. 635 Crores (exciuding Srisailam project). |

(ify  The assets of APGENCO were revalued on 1.2.99 at Rs. 8617.03 Crores as per
the First Transfer Scheme with an installed capacit-y'- of 5605.11 MWs comprising
2660.61 MWs of Hyde!, 294250 MWs of Thermal and 2 MWs of Wind (Ramagiri).
Taking the CERC norms for c.ornputing the O & M co_s_."& for APGENCO based pn First
Transfer 'Scheme f’gure's” the O & M cost for APGENCO plahts comes to

- Rs. 172 34 Crores as on 1.2.99. This amount when escalatcvﬁ by 6% per annum: upto '
| 2003 comes to Rs. 230 63 Crores.

-. (iv) _Actua!f"e'xlﬁe_ﬁditu_re: _The actual O &M expenditure for FY 2000, as per PPA

presented is Rs..300.20 Crores. This has been ‘escalated taking into account infiation,

- increase in Dearness Allowance, increments etc., in thé same manner as is being done
- for APTRANSCO and DISCOMS for the past three years. Lising thisymethod the O&M

EXPENSES for FY 03 work out to Rs. 357.92 Crores

121) The Commission for the purposes of this PPA has chosen the method mentioned
in (iv) above and approves Rs. 357.92 Crores as O&M expenses for FY 03. The reason
for using this methodology is that it is close to the real expenses and the other two
alternatives may lead {o unrealistic amounts owing to the assumptions. The
Commission desires to freeze the Q&M expenses at Rs. 357.92 Crores for FY 0?-03
and a further a périod of three yeérs (FY 04-06) and thereafter adopt norms ba.séd on
para 1.2 (iii) above. - - \ )

‘\\‘
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Wlndage and transrt lesses

122) dtis pomted out by the staff that these losses be hmlted to 1% against 3%
provided |n the PPA APTRANSCO contends that the transit loss alone normally
accounts - for 1%.  Commission - accepts the APGENCO's . claim 'suppode'd by

APTRANSCO that the maximum Iimlt for losses should be at 3% or actuals wb@abver is
less.

Station wise PPAs

123) In view of the rigorous merit order system that is going to goverﬁ all despatches
'by APTRANSCO, it is very necessary that station wise PPAs should be entered into.

APGENCO and APTRANSCO should initiate work in this regard and submit statlon wise
PPAs for FY 2004-07 by October 2003,

Srisailam Lef_t Bank: - | ' | _ S

124) The CommISSIOn quer:ed as to whether Snsallam Lef’c Bank Power House should
be inciuded in the system expansion plan to meet the system peak demand during the
pian period 2002 07. APTRANSCO in its. fesponse dated 16.11.2002 has agreed that

the effective capac:ty of SSLBH is neghglble for peakmg purposes t11| the hydraul:c :
constramts in the river bed are removed

1'25) “As per GQMS.-' No.69 dated 15.6.96 issued by Govt of Afdhra Pradesh, no

| drawls of'water'ar'e'to be made at Srisailam reservoir for power ge_neratien through the
right side power house and the pumped storage system on the left side below the
reservoir level of 254.2 Mts, (834 _ft.)., APTRANSCO contends that during Non-Monsoon
months conventional generation is prohibited from - SLBPH as_-pe'r'th-e_cend-itions
stipulated in GOMs No 69 dated 15-06-96. Further, as per APTRANSCO's response.
the pump mode operation is not feasibie tili 2008 due to hydraul'ic constraints in Krishna
riverbed. In view of the above, for the time being, operatzon of SSLBPH | in conventional
mode to prowde peaking. power”cannot be recogmsed The Commlssmn is. of the
opinion that the consumer should pay only ferE_those assets, which are -gainfully

employed in the business. An amount of Rs. 768.24 Crores is appearing in the current

60




. v'. PPA as loan against this' Project, The mterest on this. {oar‘ ﬂepreci”atio'h and Q&M cost
' on the correspondmg asset and refurn  at 16% on iz c_o'rresponding_ equity of
Rs.357.67 Crs (as indicated in the APGENCO letter ¢ .ed 12-03-2003) altogether =

totaihng upto Rs 198 Crs are not allowed as a part of the "ad cost in the PPA.
_;'§.?
126) However APGENCO can sell the energy generated ! by SLBPH. umts if any, after

accounting for mammum possible generation by SREH - at the given time, to

APTRANSCO ata mutual!y acceptable price subjec:t to the approval of the Commission,

CONCLU‘Sl-ON:

127) The .Commission has |ntroduced the techmcal and :.anCIai norms in the PPA

f‘“ . But the: real effect of these changes can be observed m!y when the commercnal._
a
e discipline is also introduced in the PPA a!ong with thc norms. uommlssmn desires that:

. _ . R

) A prevas;on may be zncorporated in the PPA for- openmg R ECY *Oivmg fetter of credit in
~ favour of APGENCO to cover onvmonth recetvables fcr the 5 arm of the PPA
i) A mechanlsm may bei mccrporated in the PPA to ensure that the revenue accrumg fo

: APGENCO from tarn‘fs is utzhsed to meet the F’enston/F’F h :!itres as afirst charge on
‘the due dates " .

-128) APTRANSCO is dlrected to redraft the Power. i‘-’urchasw Agreement for FY 2003
dufy mr‘orporatmg the eec'elons taken by the Commlssmn in Thlo orfder on the varlous
\ issues and resubmlt the PPA WIthln three weeks from the date of issue of this order for
f") grant of consent of the Commission. APTRANSCO is also directed to submit statlon
 wise PPAs for the next three years (FY 2004 - Fy 2005 after mcorporatmg all the
| norms and guujehnes suggested in thig order, by 31% October 2003.

Th;s Order is signed by the AP L!ecfnc:ty Regulatory Commf‘ss!o 101 24" March, 2003

Sd/- | sd- . 3 Sd_!—
(K. SREE RAMA MURTHY) (D.LAKSHMI NARAYANA) | (G.P.RAO)
- MEMBER =~ o - MEMBER CHAIRMAN

o \
GERTIFIED}_CO-_PY. | -

' .\E: o (U o O .

_'M' o S . = = _r . :1:,?

| o AAEedtin 0 Commisslon.




Cmg T T © ANNEXURE —:

Sy 3o ' '
SN (Para 99 of the Order)
(Year Deon. ROE | Total |Debt Re- interest on|interest on lintat on |Tolal inlEfest|Net Cash1sook———1~
' pavinent ;- ' ; . onPen PF, |Fiow oo o
i Bcndﬁs [Banes Bomds  IVid. Bonds L v
_ Viovyy | PF Pertsiond | i S
12 3 4 5 _(6a) {6} (Bel B(d) 718

_ | [A5ME (3] 3B G
2002-03| 553.00f 337.00] 890.001 so200 163.00 |. 20.00 155.00 1338.00}. B 50.00] SO0
2003.04 | 601.00]  337.00] 938.00] sss.o0, w000 | 2000 | 7300 | 353.00]  3ml 18w
2004-05] 632.00] 337.00] 969.00! s7o.00l 12000 | 2000 | 258.00 398.00] 1ol 6150
2006-06 1 597.00 337.00 934.001 423.000 102.00 20.00 281.00 - 410.00 95.00 7300
2006-07 | 586.00] 337.001 923.001 sazcol 99.00 20.00 152.00 221.00 2060[  1i8.0c!
[2007-08] 571.00] 337.001 _908.00. aos.00l 7600 | 2000 | 15300 259.00 a3o0l 7
2008-09|. 528.00 337.00f 865.0001 597.00| $4.00 20.00 $15.00 189.00 79001 td
2008-10| 522.00] 337.00f 859.00 470000 3200 | 20.00 | 206.00 258.00] 1223l 790l
e =]2010-111 503,001 337.00] 840,00} 317.00{ 10.00 20.00 238.00 268.00 255501 69.00,
5) 2011-12 410.00] 337.00[  747.00[  s46.00] 0.00 20.00 24200 | 0 262.000 33000 75.00

- [201213] 273.00] _337.00] _610.00] =s00] ooo | 2o00 | 1000 | 20000f -socol  isrco,
2013-14{ 271.00] 337.00; 608.00( 1es.00 0.00 | 000 211.00 211.00 _ 20100  125.00]
a04-15] 267000 337,000 BO400[  wpoo| oo L 009 4 2400 L 254, 00¢ - -200.00 82.09)

------

ote1a] 222000 357001 ssdiel weradl wwe Loww Lo | 2700

-

) M !
wil e

[2015-17 | 201.00] _337.00] _538.00 7500, o000 | o000 | 20230 | 269000 ifdi 53 |
[2017-18] 179.000 337.00] 518,001 141001 080 | 38 036,90 238.000  sagoct  a0toet
2018-191 178.00] 337.001 515.001 1s3c0i 0.00 0.00 225 00. 229.00 ol 108.00

2019-20] 177.001° 337.00| 514.001 133500/ 000 0.0 258.00 256.00| -~ 123000 81l
5020-211 178.00] 337.00] = 513.00[. s0.00l 0.00 000 | 233.00 | 233.00]. 12000{ 10406}
2021-22| 175.00f 337.00] 512,001 171.00] 0.0 0.00 | 22700 ¢ 227.00 114.00] _ 110.06:
2022-23] 175.00{ 337.00] 512.00{ 2c0c0{ 00¢ | . @00 1 204.00 204.00{ 10800 13300:
2023-24 | 173.00] 337.00| - 510.00] 2925001 0.0 0.00 | 190.00 190,00 95.00] 14700, |
12024-25| 172.00] = 337.00] 509.00; 276.00{ 0.00 0.00 | 16400 | 16400 89.00( . 173.6¢)

2025-261 171.00 337.00{ - 508.001 305.00| 0.00 0.00 141.00 | . 141,00 B2.00] 19600

|

" |

__ [20%827] 17100 337.00] 508.00] 352001 o000 | 0.0 10500 || 109.00]  47.00] 228,00 ‘

¢ [2027-28] 171.00] _337.00] 508.00] sav.00l 000 1 C.00 7500 | 75.00| 11300  262.000
- (202829 118.00] 337.00] 456.00| - 3se00| 000 [+ 00 | 40.00 40.00 5200, 297.00!

2029-30] 101.00] 337.00] 438.001 -4s00l 000 |- 000 15.00 16.001  3rvou  32i.0d

5030.31] 100,00 337.00] 437.00] _ereo| ooo | ooo | izoo | T12.00[ srecol asi%

12031-32] 57000 337.00; 394.001 _ 51.00; 000 0.00 7.00 C7.000 33O WL

2032-33] 9,00} 337.00| 346.00{ seool 000 | 000 1.00 1.001 26900 336Li
Total 20300 1044700, 19478.00 ssus0al 82200  220.00] 5267.00]  6310.00] 4259.00] 413709 ‘
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LT ANexuRE-C

i (Para 99 of the Order) -
(Year |Depn. ROE . Total |Dett Re- Inléresl onlimercston l'll‘-,::-:-"'.‘;.-:wa“:pn i{Totél'IﬁFé’réét]NerCasn’"ﬁﬁocr—-v“'.

; pavment ;- i o onPen, FE, (Fiow iP-Giv or
L ‘ Bcnd; Bonds Boru Vid, Bonds gy L
: - - | Nyt P Pertstonl ] S

LIS 3 4 15 T tay | (8b) | i6e) 6(0) 71 b

: : . [AV-(51(6 iz )-8 (g}

2002-031 553.00| 337.00] 890.001 s02.00 i630¢ | 20.00 153 00 1338.00f:. Bts0.00] -0

2003-04| 601.00] 337.00{ 938.001 sss.p0i 160.00 | 20.00 | 173.00 353.000 a0l s,
2004-05] B32.00] 337.00] 9609.001 s70.00! s20.00 | 2000 | 23800 398.00] . 180}  -61.00]
2005-06 | 597.00 337.00 834.00| 428.00] 108.00 20.00 1 281.00 - 410.00 95.00] 73803
2006-07 | 586.00] 337.00] 923.00{ s32col 99.00 20.00 162,00 221,00 2000] 11806

[2007-08 571.00] 337.00] 908.001  &0e00] 7600 | 2000 ! 18300.4 25800 s3] rs.00l
2008-09|. 528.00( _ 337.00] 865.00 597.00] 5400 | 2000 | 115.00 189.00 79061 148.00]
12008-10; 522.00 337.001  859.00] 47900/ 3200 | 2000 | 20680 258.00]  12225]  71e.col
eoto-11 503.000 337.00 . 840.00]  3t7.0of 1000 | 2000 | 23800 268.00] 255401 6900,
¢ j 2011-121 410.001 337.001 747,000 146.00! '0.00 20.00 242.00 262.00  338.00 75,00

< 12012-131 273.001 337.00] 61000 = 449001 . 0.00 20.00 | 130.00 200.00 30001 137.600
2013-14] 271.00] 337.00] _ 608.00 13.00] 000 | 000 | 21100 | - 211.00f 20120 12500
2014-15} 267,00 __;._-.337'00\ ﬁﬂflﬂﬂl o0l 00 | 000 | 2500 | - 254000, 2000 8300

......... e B i M e v
TRV NN WEO0L el s

12045-15] 222000 337401

12015-17 | " 201.00{ .337.00| 538.00 7500) 000 | 0.00 c3na0 1 282.00) YIS0 ASIN
D047-18 | 179.001  337.000 516000 141001 @00 ;O 2800 | 236.000  agas ouoed
2013-19| 178.00] 337.00] 515.00] rspeol o000 | o000 | 229.00 220001 3300l sos.co:

5019-201 177.00] 337.00| 514.001 135.00{ 000 | - 0.0 25800 | 256.00] 12300 8100l
5020-21] 176.00] 337.00] 513.00]. 180.00] 0.00 0.00. | 233.00 23300 120.00f  104.00}
5021-22| 175.001 - 337.001 512.001 171.00] 000 000 ) 227.00 {  227.00 112.00] _110.00:
1902223 175.00] 337.00] 512.00 2oocel o000 | 000 ¢ 20400 204.00]  108.00{  133.00:
2023241 173.00] 337.001 510.60] 22500 0.00 000 | 19000 | 180.00 95,00 147.06;
02405 172000 337.00] 509.00] 27600] 000 | 000 | 16400 }  164.00( 6900, 173.CC]
2025-26| 171.001 337.00 508.00] 30500, 000 | 000 | 14100 | 141.00]  s2.00]  188.0C

4

 [2026-27| 171.00] 337.000 508.00] 352001 000 i 000 | 10300 777109.00] - 47.00]  228.00
o 12027-28] 171.00] 337.00] 508.00| 32000] 000 | 0.00 75.00- 75.001  113.000 28200
2028-291 119.00] ~337.00] 456.00] 354.00f 000 |- oecC | 4000 -40.00 52001 297.60'
5028-30] 101,00 337.00] 438.00)  4500] 000 | 000 16.00 16,00]  ar7.ce  3unCe
2030-31] -100.00| 337.00] 437.00f 4700| €00 0.00 12.00 12.00]  aranol  3e3scy
[2031-32|  57.001 337.00f 394.00|  51.00] 0.00 000 | 7.00 _7.00[ 3scn 9emLd
2032-33 9.00]  337.00] 346.00]  seoo| 000 | 000 1,00 S 1.00) 28000, 33880
Total oo31.00|  10447.00]  19478.00, 85a3.00]  822.00]  220.00| 5267.001 631000 4256.00]  4137.09
| ARSIIENEUTOS - - e e+ -




* Technical parameters adopled for 2002-03, 2003-04, 2004-05 & 2005-2006.
. (Para 110 of the Order}

B 2002-2003 |- 2003-04, 2004-05 & 2005-06
SN R T Aw TSO0CE | PR | Aux TS0C.
- keal/kWh. [ Consumption | mi/kvh. | keal/kWh. | Consumption | mli/kWh.
S . o/ LA
VIPs—1 | 2500 10 2 | @300 | eg [ 27
IVTPs=2 | 2500 | 10 7 500 @9 ..k 2
VTPs-3 | 9500 90 | 2 | 3500 @9 2
RTPP - 2500 105 2 - 2500 85 2
KTPS—-A | 3000 10.5 2 3000 | 85 2
KTPS-B | 3000 10.5 2 13000 **10.5 2.
KTPS-C | 3000 | 108 2 {*3000 | ** 10 2_
{RTS -8 2800 | 10 2 12800 1 ™ g 2
I NTS 3680 | 14 2 3680 | 14 2

@ To be re\nsed to 9.5% for the units for which coohng towers will be
| prowded._ | | |

Y
--ar T

- Tobe rewsed based on performance achieved after R& M

**

After metermg on HV side by ‘2'0 06 2003 actuals to be ascertained and
_ fzxed as norms. To be revised ag_;:a.n after Enargy. Audit (to. be conducted
by 31-10-2003.) . o B
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