THE SINGARENI COLLIERIES COMPANY LIMITED
(A Government Company)
2X600 MW SINGARENI THERMAL POWER PLANT
Jaipur (V&M)-504216, Mancherial (Dist), T.G.

Refno: STPP/COML/ 2025 /56 Dt: 27-11.2025

To,

The Secretary,

Telangana Electricity Regulatory Commission,
Vidyut Niyantran Bhavan, Sy.No.145-P,

G.T.S. Colony, Kalyan Nagar, Hyderabad 500 045

Sir,

Sub: SCCL - Filing of Annual tariff Petition for FY 2026-27 containing revised
tariff proposal of FY 2026-27 and True up of FY 2024-25 in respect of
Singareni Thermal Power Project, Phase-I1 (2X600 MW) - Reg.

It is to kindly state that Annual tariff Petition for FY 2026-27 containing
revised tariff proposal of FY 2026-27 and True up of FY 2024-25 in respect of
Singareni Thermal Power Project, Phase-1 (2X600 MW) along with six copies are
hereby submitted. The application is submitted under Section 62 and 86.1 (a) of
Electricity Act 2003 read with Telangana State Electricity Regulatory Commission
(Multi Year Tariff) regulation 2023.

A filing fee of Rs.25,000/- (Rupees Twenty five thousand only) is paid as
per regulation 4(5)(a) of regulation 2 0of 2016. A banker’s cheque number:551619
dated:2u.n 2025 is attached towards filing fee.

It is prayed before this Hon’ble commission to accept the accompanying
petition.

Thanking You.

Yours sincerely

Encl: Vakalatnama & Petition with 6 copies. "HE SINGARENI
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BEFORE THE TELANGANA ELECTRICITY REGULATORY
COMMISSION, HYDERABAD
CASE NO. OF 2025
(To be filled by the office)

IN THE MATTER OF:

Filing of Annual Tariff Petition for FY 2026-27 for 2X600 MW Singareni Thermal Power
Plant containing proposal for revised tariff for FY 2026-27and True up of FY 2024-25 in
accordance with sections 62 and 86.1{(a) of Electricity Act 2003 read with Telangana

Electricity Regulatory Commission (Multi Year Tariff) regulation No. 2 of 2023.

AND IN THE MATTER OF:

The Singareni Collieries Company Limited (SCCL): Kothagudem Collieries, Bhadradri
Kothagudem Dist, Telangana State - 507101; Represented by its authorized representative
i.e., Director Finance, SCCL.

PETITIONER

AND

1. Southern Power Distribution Company of Telangana Limited (TGSPDCL): Corporate
Office: # 6-1-50, Mint Compound, Hyderabad, Telangana-500 063.

2. Northern Power Distribution Company of Telangana Limited (TGNPDCL): H.No: 2-5-
31/2, corporate Office, Vidyut Bhavan, Nakkalagutta, Hanamkonda, Warangal,
Telangana- 506001

RESPONDENTS

N. BALRAM, rs
DIRECTOR (FINANCE)
THE SINGAREN! COLLIERIES CO. LTD.
KOTHAGUDEM - 507 101,
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(Form I)
(See clause 13 and 14)
General Heading for Proceedings
BEFORE THE TELANGANA ELECTRICITY

REGULATORY COMMISSION, HYDERABAD
CASE NO. OF 2025
(To be filled by the office)

IN THE MATTER OF:

Filing of Annual Tariff Petition for FY 2026-27 for 2X600 MW Singareni Thermal Power
Plant containing proposal for revised tariff for FY 2026-27 and True up of FY 2024-25 in
accordance with sections 62 and 86.1(a) of Electricity Act 2003 read with Telangana
Electricity Regulatory Commission (Multi Year Tariff) regulation No. 2 of 2023.

AND IN THE MATTER OF:

The Singareni Collieries Company Limited (SCCL): Kothagudem Collieries, Bhadradri
Kothagudem Dist, Telangana State - 507101; Represented by its authorized representative
i.e., Director Finance, SCCL.
PETITIONER
AND

1. Southern Power Distribution Company of Telangana Limited (TGSPDCL): Corporate
Office: # 6-1-50, Mint Compound, Hyderabad, Telangana-500 063.

2. Northern Power Distribution Company of Telangana Limited (TGNPDCL): H.No: 2-5-
31/2, corporate Office, Vidyut Bhavan, Nakkalagutta, Hanamkonda, Warangal,
Telangana- 506001

RESPONDENTS
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(Form II)
(See clause 14 and 15)
General Heading for Proceedings
BEFORE THE TELANGANA ELECTRICITY
REGULATORY COMMISSION, HYDERABAD

CASE NO. OF 2025
(To be filled by the office)

IN THE MATTER OF:

Filing of Annual Tariff Petition for FY 2026-27 for 2X600 MW Singareni Thermal Power
Plant containing proposal for revised tariff for FY 2026-27 and True up of FY 2024-25 in
accordance with sections 62 and 86.1(a) of Electricity Act 2003 read with Telangana
Electricity Regulatory Commission (Multi Year Tariff) regulation No. 2 of 2023.

AND IN THE MATTER OF:

The Singareni Collieries Company Limited (SCCL): Kothagudem Collieries, Bhadradri
Kothagudem Dist, Telangana State - 507101; Represented by its authorized representative
i.e., Director Finance, SCCL.

PETITIONER
AND

1. Southern Power Distribution Company of Telangana Limited (TGSPDCL): Corporate
Office: # 6-1-50, Mint Compound, Hyderabad, Telangana-500 063.

2. Northern Power Distribution Company of Telangana Limited (TGNPDCL): H.No: 2-5-
31/2, corporate Office, Vidyut Bhavan, Nakkalagutta, Hanamkonda, Warangal,
Telangana- 50600.

RESPONDENTS

Affidavit verifving the Petition

I, Shri N. Balram, son of N. Hunya aged 45 years residing at Bungalow no: S-4, Bungalows
area, Lakshmidevipally, Kothagudem — 507101 do solemnly affirm and say that

1. I am the Director Finance of SCCL, the petitioner in the above matter and am duly

authorized by the said petitioner to make this affidavit.

M&\/\; NOTARY

R e [l
N. BALRAM, irs ATTESTED
DIRECTOR (FINANCE)
THE SINGARENI CO! IERIER A
'HE SINGAREN! COLLIERIES CO. LTD

AT A Iy £A7
KOTHAGUDFM - 507 101




2. 1 have read and understood the contents of the accompanying Annual tariff
petition for FY 2026-27 containing revised tariff proposal of FY 2026-27 and True
up of FY 2024-25for 2X600 MW Singareni Thermal Power Project in Jaipur,
Mancherial, filed by Petitioner before this Hon’ble Commission for approval of
the statements made in paragraphs of the petition accompanying affidavit now
shown to me are true to my knowledge and are derived from official records made
available to me and are based on information and advice received which I believe

to be true and true.

| Solemnly affirm at Hyderabad on day 77”7 of November, 2025 that the contents of the
above affidavit are true to my knowledge, no part of it is false and nothing material has been

concealed there from.

‘ (Shri N. Balram)

Place : Hyderabad
Date : 2711.2025 THE Q|

ATTESTED

Qﬁ,ATTESTED
| \k\

2 Hyderab ABDUL AZIZ, s.AL,LL.
GNOMARIAIG ADVOCATE-NOTARY
. Appointed by the Govwt. of India
Begumpet, Hyderabad, T.S
Ph: 9652395028

_OSSS=="" WYCOMMISSION EXPRES ON 207H NOVEWBEE
2 7 N0V 705 NOTARY
ATTESTED
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1. Facts of the Case:

This petition is filed for approval of Annual Tariff Petition for FY 2026-27 for 2X600 MW
Singareni Thermal Power Plant containing proposal for revised tariff for FY 2026-27 and
True up of FY 2024-25 in accordance with sections 62 and 86.1(a) of Electricity Act 2003
read with Telangana Electricity Regulatory Commission (Multi Year Tariff) regulation No. 2
of 2023.

2. The details of Petitioner are respectfully submitted as under:

i. Name and Address of Applicant: The Singareni Collieries Company Limited
(SCCL), Kothagudem Collieries, Bhadradri Kothagudem Dist, Telangana State -
507101

ii. . Primary Business of the Applicant: Coal Mining

iii.  Details of Distribution Licensee purchasing power:

a. Southern Power Distribution Company of Telangana Limited
(TGSPDCL): Corporate Office: # 6-1-50, Mint Compound,
Hyderabad,Telangana- 500063.

b. Northern Power Distribution Company of Telangana Limited
(TGNPDCL): H.No: 2-5-31/2, Corporate Office, Vidyut Bhavan,
Nakkalgutta, Hanamkonda, Telangana- 506001.

iv.  Details of Generating Company: The Singareni Collieries Company Limited
(SCCL): Kothagudem Collieries, Bhadradri Kothagudem Dist, Telangana State -
507101.

V. Name and Location of the Generating station for which annual tariffs to be
determined, is as follows:

a. Name/Location of Generating Station: Singareni Thermal Power Plant
(STPP), Pegadapalli (V), Jaipur Mandal, Mancherial Dlstrlct Telangana

b. Total existing unit wise installed capacity in MW -
Unit-I: 600 MW,  Unit-II: 600 MW
Nature of Generation plant: Thermal

d. Type of primary and secondary fuel:

i.  Primary Fuel: Coal

ii.  Secondary Fuel: Light Diesel Oil/Heavy Fuel Oil
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e. Commercial operation of units:
i.  Unit-l :25.09.2016
ii.  Unit-11: 02.12.2016
f. Proposed capital cost: As per details attached herein.

g. Details of project loans: As per loan details included in tariff forms.

3. Grounds of the case:

iii.

v.

The Petition for Annual tariff petition for FY 2026-27 containing revised tariff
proposal of FY 2026-27 and True up of FY 2024-25 is filed in accordance with
Sections 62, 86.1(a) of The Electricity Act 2003 and as required in terms of TGERC
Multi Year Tariff regulation, 2023.

It is to state that both the proposals in this tariff filing are submitted in compliance

with the timelines provided in clause 6 of TGERC MYT regulation 2023.

While filing the present Annual tariff petition for FY 2026-27 containing revised tariff
proposal of FY 2026-27 and True up of FY 2024-25 proposals, The Singareni
Collieries Company Limited has endeavored to comply with the various applicable
legal and regulatory directions of this Hon’ble Commission including the directions
contained in the Conduct of Business regulation 2015and TGERC (Multiyear tariff)
regulation 2023 issued by Hon’ble TGERC.

Based on the information available, the applicant has made bona-fide efforts to
comply with the directions of the Hon’ble Commission and discharge its obligations
to the best of its abilities. However, should any further material become available in
the near future, the applicant reserves the right to file such additional information and

consequently amend/revise the application.

4., The Background of the petition

The Singareni Collieries Company Limited (SCCL) was established as a coal mining
company incorporated under the companies Act 1956. The company is owned by the
Government of Telangana with 51.096% Shareholding. The other Shareholders of the

company are Government of India (48.902%) and Private shareholders (0.002%).




iii.

Vi.

vil.

SCCL has entered in the business of power generation by setting up a 2X600 MW
Coal based Thermal Power Plant, namely Singareni Thermal Power Plant(STPP) in
Jaipur of Mancherial District. The units of STPP achieved COD during financial year

2016-17 in the dates as mentioned below.

COD Unit-I: 25.09.2016
COD Unit-II: 02.12.2016

SCCL had entered into a Power Purchase Agreement (PPA) with two Distribution
companies of Telangana for the power generated from STPP which will be sold to
them at a tariff determined by Hon’ble Telangana Electricity Regulatory Commission
(TGERC). The PPA shall remain valid for a period of 25 years from the COD of the

last unit (unit-1I). The copy of reference approved PPA is attached as Annexure-A.

It is to humbly state that this Hon’ble Commission has issued new tariff regulation for
the control period FY 2024-29, and in terms of this, Hon’ble TGERC vide its tariff
order dated 28.06.2024 determined the tariff for STPP during Multiyear tariff of FY
2024-29 and also trued up the capital cost and fixed charges for FY 2022-23 governed
by the earlier regulation TS 01 of 2019.The order copy is attached as Annexure-B.

Further, STPP filed annual tariff petition for FY 2025-26 containing revised tariff
proposal of FY 2025-26 and True up of FY 2023-24. Accordingly, Hon’ble TGERC
issued order dated 29.04.2025.The order copy is attached as Annexure-C.

Further, as per the TGERC MYT regulation 02 of 2023, a generating entity/ petitioner
is required to file annual tariff petition for FY 2026-27 prior to 30.11.2025.

At the outset, it is humbly submitted that Appeal No. 256 of 2024 was filed by SCCL
against the order dated 01.04.2024 passed by the Hon’ble TGERC in OP No. 13 of
2023, whereby this Hon’ble Commission had estopped the Petitioner from levying
premium on the price of bridge linkage coal being supplied by SCCL (being coal
company) to STPP (being the generating station), in terms of the various Standing
Linkage Committee Meetings. Further, an appeal (being Appeal No. 19 of 2025) was
filed by the TGDISCOMs assailing the tariff order dated 28.06.2024 passed by this

FUTr AGUDEM - f«p; 101 S



viil.

Hon’ble commission in respect of Multi-Year Tariff of FY 2024-29 and True up of
FY 2022-23 allowing pass through of premium on coal price charged by SCCL to its
STPP for the coal supplied under Bridge Linkage.

Both the appeals have been disposed off by the Hon’ble APTEL through common
judgment dated 28.08.2025, wherein, it has been held that SCCL/ STPP has to be
allowed pass through of premium levied on bridge linkage coal, by this Hon’ble
Commission. A copy of the Judgment dated 28.08.2025 passed by the Hon’ble
APTEL in Appeal Nos. 256 of 2024 and 19 of 2025 is attached as Annexure-D.

Therefore the Hon’ble Commission is requested to consider the present proceedings
viz, true up of FY 2024-25 and the revised tariff proposed for the period FY 2026-27
by, inter-alia, taking into consideration of the above Hon’ble APTEL order. The
present proceedings are governed by the latest MYT tariff regulation 2 of 2023 issued

by this Hon’ble Commission.

5. Enabling Regulations

i.

iii.

SCCL has submitted annual tariff petition for FY 2026-27 comprising the proposals
for truing up of tariff during FY 2024-25 and for revised tariff for FY 2026-27 which
is within the jurisdiction of Hon’ble TGERC. As per section 62, appropriate
commission can determine the tariff for supply of electricity by a generating company
to a distribution licensee. Further the Hon’ble state electricity regulatory commission
shall determine tariff for generation and sale of electricity within the state as per

section 86.1(a).

Further, the Hon’ble TGERC issued Telangana Electricity Regulatory Commission
(Multiyear tariff) regulation 2023 (Regulation 2 of 2023) for determination of tariff in
the control period of FY 2024-25 to FY2028-29.

In view of above, the Hon’ble Commission is required to determine the tariff of STPP
for truing up of tariff during FY 2024-25 and for revised tariff for FY 2026-27 as per
TGERC Regulation 2 of 2023.




G)

6. Capital cost claimed in the truing up petition of FY 2024-25 and revised tariff
proposal for FY 2026-27
i.  The Hon’ble Commission issued order dated 29.04.2025 allowing revised tariff
proposal of FY 2025-26 and True up of FY 2023-24.The approved capital cost at the
end of FY 2023-24 was Rs.7748.23 Cr in the aforesaid order.

ii.  Accordingly, the opening capital cost for truing up of FY 2024-25 shall be Rs.7748.23
Cr and the detailed additional capitalization and relevant documents in the period of
FY 2024-25 are provided in Annexure-E. This statement also contains estimated
additional capitalization for FY 2025-26 and FY 2026-27. It is to humbly submit that
the opening capital cost for the purpose of revised tariff petition for FY 2026-27 is
arrived upon by adding the estimated additional capitalization for FY 2025-26 with
the closing capital cost in FY 2024-25 claimed now in this truing up petition.

7. Computation of return on equity

i. It is to submit that STPP has considered 30% of the capital cost as equity as per the

relevant provision in MYT tariff regulation 2 of 2023 which is reproduced below:

“27.1..............Provided that in case of generating entity, Licensee, and SLDC, if any

fixed asset is capitalised on account of capital expenditure project prior to
01.04.2024, debt-equity ratio allowed by the Commission for determination of tariff
Jfor the period ending 31.03.2024 shall be considered”

ii.  Regulation 29.2(a) of Telangana Electricity Regulatory Commission (Multi Year
Tariff) Regulation, 2023 provides that the base rate for computation of return on
equity shall be 15.5%. Further, the base rate of ROE is required to be grossed up with

the effective tax rate as per clause 30.1.

iii.  Accordingly, the return on equity is computed by applying base rate of return as
15.5% and effective tax rate of 25.168%.

p\iF AL
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iv.  The return on equity claimed for FY 2024-25 and FY 2026-27 is given below:
( FY2024-25 FY FY
Financial Year (Truing up based on 2025-26 2026-27
actual) (Estimated) (Revised)
Return on Equity (Rs.Crores) 482.20 483.48 484.96

8. Interest and financing charges on loan.

is

iii.

9.

1.

ii.

iii.

The Hon’ble commission in the order on midterm review allowed refinancing of loan
in respect of STPP and allowed interest on loan accordingly. STPP claims the sharing
of gains accrued due to refinancing in the truing up of FY 2024-25 by applying
regulation clause 31.10 of Regulation 2 of 2023.

The interest and financing charges on loan for period FY 2025-26 have been

computed as given in clause 31 of Regulation 2 of 2023.

It is submitted that the loan outstanding as on 1st April, 2024 was computed after
considering the cumulative depreciation up to 31st March, 2024 as notional repayment

of the loan and deducting that from gross loan.

Claim for depreciation

It is to humbly state that the depreciation is claimed in accordance with regulation 28
of TGERC MYT tariff regulation 2023. The beginning value base of the capital cost
for FY 2026-27 for the purpose of depreciation computation was considered as
Rs.7789.50 Crore.

The depreciation rates for different assets for each financial year were computed
based on the asset capitalization schedule as considered in this tariff petition adopting
the straight-line method of depreciation computation and rates specified in annexure-I

of MYT regulation 2023.

It is stated that the balance depreciable value as on Ist April, 2024 was computed by

deducting the cumulative depreciation claimed up to 31st March, 2024.




iv.  The depreciation claimed for the FY 2023-24 and FY 2025-26 is given below:
Particular (T .FY2021;25 a6 FY2025-26 FY2026-27
articulars ruing up based o (Estimated) (Revised)
actual)
Depreciation (Rs.Crores) 436.64 438.20 439.64

&

10. Interest on working capital:

1.

ii.

ii.

The Interest on working capital for STPP has been worked out in accordance with

regulation 33 of Multiyear tariff regulation 2023 for FY 2026-27.

The coal & oil component of working capital have been computed based on 20 days
coal stock for non-pit head stations corresponding to target availability or maximum
storage capacity whichever is lower and cost of coal for 30 days of generation
corresponding to target availability and one month’s cost of secondary fuel for target

availability.

The maintenance spares @ 1% of GFA expenses, 1 month’s normative O&M expenses
and forty five days receivables have been added with the above to arrive at gross
working capital. Net working capital has been worked out by subtracting 1 month’s

payable for coal & oil computed at target availability from gross working capital.

iv.  The rate of interest on working capital for revised tariff of FY 2026-27 has been
computed as 10.25% which is 150 basis point more than the 1-year MCLR of SBI
prevailing as on October 2025.

v.  The Interest on working capital claimed for the FY 2024-25 and FY 2026-27 is given
below:

FY2024-25
Particulars (Truing up based on S FY2026-27
(Estimated) (Revised)
actual)
Interest on Working 91.43 80.90 80.78
Capital (Rs. Crores)




vi.  Further, this Hon'ble Commission has noted in the last truing up order (29.04.2025) of
STPP that the Claim of bridge linkage premium will be decided by Hon'ble APTEL
and disallowed the claim of premium in true up of FY 2023-24 till the APTEL
judgment. As the judgment is passed by Hon'ble APTEL on 28.08.2025 allowing
SCCL levy of premium on STPP for coal supplied under bridge linkage by SCCL, the
impact of the premium coal price in Interest on working capital for FY 2023-24 is

required to be considered.

vii. It is to humbly submit that TGERC (Terms and Conditions of Generation Tariff)
Regulations, 2019 provides for Mechanism for pass-through due to the consequential
impact of decisions of higher Courts or Tribunals at clause 6.8.3. The relevant part of

the clause is quoted below:

“6.8. Mechanism for pass-through of gains or losses on account of uncontrollable
factors

Oi82, i e

6.8.3 The consequential impact of decisions of higher Courts or Tribunals or Review
Orders passed by the Commission on the Generating Entity

(a) for the first and second Years of the Control Period shall be addressed in the Mid-
term Review Order

(b) for the third, fourth or fifth Years of the Control Period shall be addressed in the
End of Control Period Review Order”

viii.  Since the end of control period review is already over and the Hon’ble APTEL has
given judgment vide order dated 28.08.2025. Hon'ble commission is requested to
allow the effect of the judgment in the Interest on working capital of FY 2023-24 in
the earliest opportunity which is available now based on the similar principle followed
for FY 2023-24 regarding orders of tribunal by the commission which was

specifically given in the TS 01 of 2019.

OB
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ix. Accordingly, the Interest on working capital is recalculated and claimed. Hon'ble
Commission is requested to consider the same. Net Entitlement after sharing of
gains/(losses) for FY 2023-24 is shown in Form-16 of the tariff forms.

x. Interest on working capital claimed now for the FY 2023-24 is given below:

A B C D (C-B) E=D/3
Anm-lal Present claim Net
Annual Tariff ;
. as per Entitle
Tariff Order A
Order Fufed Hon'ble Actual ment
Particulars APTEL difference after
dated 0. judgment claim sharin
29.042025 | 25 juce g
(Claimed) | (Approv ditted o
ed) 28.08.2025 gains
FY 2023-24
Interest on 116.28 08.58 111.30 12.72 4.24
Working Capital
(Rs. Crores)

11. Operating and Maintenance (O&M) Expenses:

1

ii.

iii.

The claim for Operating & maintenance expenses for FY 2026-27 has been made in
specified trifurcation of R&M, EMP and A&G Expenditure based on actual values of
the FY 2024-25 after applying the five year average values of CPI & WPI and formula
provided in clause 45 of TS 02 of 2023.

The Hon’ble commission is requested to consider the cumulative WPI figures of the
past control period i.e around 24.64% to add with the K figure of the last control
period which was 1.04 and to consider the K value for the purpose of computing

R&M expenditure as 1.29 in place of 1.08.

The O&M expenditure of STPP during truing up period 2024-25 has been claimed
based on actual. The yearly WPI & CPI values starting FY 2019-20 to FY 2024-25 are

given in the table below:

FY WPI CPI
FY 2019-20 1.67% 7.54%
FY 2020-21 1.29% 5.03%
FY 2021-22 13.00% 5.13%
FY 2022-23 9.41% 6.06%




FY 2023-24 -0.73% 5.19%
FY 2024-25 2.30% 3.39%

Sum of WPI from FY 2019-20 to FY 2023-24 is 24.64% from the above table.

iv. The total O&M expenditure as claimed for FY 2024-25 and FY 2026-27 is given

below:
(In Rs.Crores)
B FY2024-25 1
SI Ttem (Truing up FY2025-26 FY2026-27
No based on (Estimated) (Revised)
actual)
1 Employee Expenses 130.93 137.43 144.24
2 A&G Expenses 58.65 61.61 64.73
3 R & M Expenses 86.02 107.20 109.75
Total O&M Expenses 275.60 306.24 318.72

12. Operating Norms:

i.  The following norms have been adopted from the norms provided in regulation TS02

of 2023 for FY 2024-29:

Thermal Unit STPP
Normative Annual Plant Availability Factor % 85.00%
(Target Availability)
Normative Annual Plant load Factor % 85.00%

(For computation of incentive)

Gross Station Heat Rate Kcal/kWh 2,300
Secondary fuel oil consumption ml/kWh 0.5

Auxiliary energy consumption % 5.75%
Transit and Handling Losses % 0.80%

ii.  These above norms were already allowed by the Hon’ble Commission in its order

dated.28.06.2024.




iii.

13

0

Further, in view of CEA flexible operation regulation, which stipulates thermal

generating units to operate as low as 55% of full load operation based on grid demand,

Hon'ble Commission is requested to allow actual Auxiliary Consumption to

compensate for low load operation of units for truing up of FY 2024-25. The actual

auxiliary consumption for FY 2024-25 was 6.04%.

. Energy Charges:

Hon’ble Commission vide its order dated 28.06.2024.

The energy charges have been considered based on the principle approved by this

Energy Charges
Description Unit g i‘;ﬁ;‘ig FY2025-26 | FY2026-27
basedsn:aciual) (Estimated) (Revised)
Auxiliary Consumption % 6.04 S.73 8.5
Gross Station Heat Rate kcal/kWh 2296.30 2300.00 2300.00
Becandary Fushorl mlkWh 0.12 0.50 0.50
consumption
Calomis Yelue ot keal/ml 10.01 10.00 10.00
Secondary Fuel
Landed B “‘ffugf Secondary | pe i 0.07 0.07 0.07
Gioss Ca"g{‘;‘f Valliebl | i 3677.45 3838.00 3838.00
Landed Price of Coal Rs./kg 5.95 5.27 5.27
Specific Coal Consumption | kg/kWh 0.624 0.598 0.598
Rateof Bierpy Chatge’ | g poyy 3.954 3.342 3.342
from Primary Fuel
RafeOLEnSigy COGMEe: | po ow 0.009 0.036 0.036
from Secondary Fuel
ECR Rs./kWh 3.963 3.377 3.377

ii.

1.

fuel shall be done as specified in regulation 46.5.

certificated by SLDC for FY 2024-25 are attached as Annexure-F.

It is submitted that adjustment of ECR on account of variation in price or heat value of

It is to humbly submit that the month wise actual Availability and Plant Load Factor



vi.

vil.

viil.

iX.

It is to humbly submit that Naini Coal block, Orissa was allotted to SCCL by Gol vide
vesting order No./103/21/2015/NA dated 13.08.2015 for its end-use plant of STPP

situated at Jaipur, Telangana.

Hon’ble Commission in its previous orders directed SCCL to actively pursue the issue
of coal allocation for its generating station with the Ministry of Coal so that the
cumbersome task of transportation of coal from NAINI coal block in Odisha and
associated losses in quantity and GCV could be mitigated by procuring coal from its

own mines which are closer to its generating station.

Accordingly, Coal swapping proposal was made to Ministry of Coal to swap the coal
produced from Naini to TNPGCL (erstwhile TANGEDCO) and vide office
memorandum dated 23.05.2025 MoC has approved the proposal for quantity of
1.75MTPA for three years up to FY 2027-28. The relevant documents are attached as

Annexure-G.

It is humbly submitted that Appeal No. 256 of 2024 was filed by SCCL against the
order dated 01.04.2024 passed by the Hon’ble Commission in OP No. 13 of 2023,
whereby this Hon’ble Commission had estopped the Petitioner from levying premium
on the price of bridge linkage coal being supplied by SCCL (being coal company) to
STPP (being the generating station), in terms of the various Standing Linkage

Committee Meetings.

Further, an appeal (being Appeal No. 19 of 2025) was filed by the TGDISCOMs
assailing the tariff order dated 28.06.2024 passed by this Hon’ble commission in
respect of Multi-Year tariff of FY 2024-29 and True up of FY 2022-23 allowing pass
through of premium on coal price charged by SCCL to its STPP for the coal supplied

under Bridge Linkage.

Notably, both the abovementioned appeals were heard and disposed of by the Hon’ble
APTEL through common judgment dated 28.08.2025. The relevant extract of the said

judgment is reproduced herein below:

“45. It is understood, from the submissions made, that India’s coal pricing
policy has undergone a significant transformation from rigid government
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control to a more market-responsive framework. Until 1990s, coal prices
were regulated under the provisions of the Colliery Control Order, 1945 and
the Essential Commodities Act, 1955. In the year 1996, the Government of
India began deregulating coal prices, which ultimately culminated in the
Colliery Control Order, 2000. This Order redefined coal governance by
emphasizing quality assurance, ensuring transparency, and enhancing
regulatory accountability, while paving the way for price deregulation and
market-based coal allocation in subsequent reforms.

46. It is noted that the Coal was originally classified as an “essential
commodity” under the Essential Commodities Act, 1955, however, pursuant
to an amendment dated 24.12.2006, coal was omitted from the list of
essential commodities with effect from 12.02.2007. Post Colliery Control
Order 2000, coal prices were no longer fixed by the Government but were
instead notified by coal companies and were influenced by cost of
production, transportation charges, quality parameters, and prevailing
market demand. While the Government of India does not exercise control
over price fixation, it retains powers to regulate supply and quality through
the Coal Controller. The Coal Controller ensures correct grade
declarations, quality surveillance, and adjudication of disputes between
consumers and collieries. Learned counsel for the Telangana Discoms have
also admitted that Colliery Control Order, 2000 did remove the pricing
Sfunction from Government of India with regard to coal but there is no bar of
judicial /regulatory oversight. Learned Senior counsel for SCCL also
submitted that post Colliery Control Order 2000, Central Government did
not play any role in fixation of coal price; deletion of coal from the list of
essential commodities stands duly recognized by the Ministry of Coal under
the New Coal Distribution Policy, 2007 dated 18.10.2007 and the said
policy only specifies the manner in which coal is to be allocated and
distributed among various categories of consumers/users.

47. Thus, from the above, it is clear that the post Colliery Order 2000 era, it
is the coal companies which can fix the price of coal and same position has
been affirmed by the Supreme Courl in its judgements “Pallavi Refractories
v. Singareni Collieries Company Limited & Ors.”, (2005) 2 SCC 227) and
“Ashoka Smokeless Coal India (P) Ltd. v. Union of India & Ors.”, ((2007) 2
SCC 640). The coal prices are no longer fixed by the Government, however
they are subjected to regulatory oversight and Government retains powers
to regulate supply and quality through the Coal Controller. The question in
the present case is whether such regulatory oversight/control can be
extended to the price of coal charged by coal companies on the end
consumer under Bridge Linkage Arrangement, which in the present case is
by SCCL to STPP, and whether the premium charged by coal companies can
be regulated by the Electricity Regulartor ie. State Commission, which is
deliberated in subsequent paragraphs.

85. Regarding the contention raised by learned counsel for Telangana
Discoms that SCCL is charging premium over its basic notified price under
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Bridge Linkage on STPP and is unduly enriching themselves and therefore
State Commission is right in denying such premium as pass through in
Energy Charge rate. We do not find merit in this submission, as coal
companies have been authorised to fix price of coal which they charge to the
consumer and Ministry of Coal while granting Bridge Linkage from SCCL
1o STPP has lefi determination of such coal price to SCCL, and the premium
charged by SCCL over the price of coal for Bridge Linkage for STPP is
same, which SCCL charges to other generators for providing coal under
Bridge Linkage. Further, even if it is assumed that since SCCL and STPP
are one company and SCCL could have given concession, then it would lead
10 differential/discriminatory pricing of coal under Bridge Linkage to other
generators in Power Sector, as same premium over coal price is being
charged by SCCL under Bridge Linkage to other generators such as
Mahengenco, NTPC etc. Hypothetically, if it is assumed that Bridge Linkage
to STPP was provided by CIL and not by SCCL, who also charges premium
over the Bridge Linkage, in that situation STPP would have no control over
such premium. Therefore, the contention of undue enrichment by parent
company i.e. SCCL supplying codl 1o its STPP, does not hold good. In these
circumstances denial of pass through of such premium over the price of coal
under Bridge Linkage shall adversely affect the Energy Charge for the
STPP, which in our view, is not justified. Thus, whether Coal under Bridge
linkage is sourced from CIL or SCCL, both are the Government companies
and as the same price is charged on all the generators who are assigned
Bridge Linkage, the treatment of such premium as pass through in Energy
Charge Rate should be same.

86. The State Commission/TSERC is a creation of the Electricity Act, and
the jurisdiction which it is entitled to exercise must be confined 10 what is
stipulated under the Electricity Act, and the Rules and Regulations made
there under, and not beyond. The jurisdiction conferred on the Regulatory
Commission, both Central and States, is by the Electricity Act,2003, an Act
of Parliament. Wherever jurisdiction is given to a court (or Tribunal) by an
Act of Parliament, and such jurisdiction is only given upon certain specified
terms contained in that Act, these terms must be complied with, in order (0
create and confer jurisdiction on it for, if they be not complied with, it would
lack jurisdiction. (Nusserwanjee Pestonjee v. Meer Mynoodeen Khan [LR
(1855) 6 MIA 134 (PC); Mohd. Hasnuddin v. State of Maharashtra, (1979)
2 SCC 572). As it derives its powers from the express provisions of the
Electricity Act, the powers, which have not been expressly given by the said
Act, cannot be exercised by the State Regulatory Commission. (Rajeev
Hitendra Pathak v. AchyutKashinath, (2011) 9 SCC 541). An authority
created by a statute must act under the Act and not outside it. As it is a
creation of the statute, it can only decide the dispute in terms of the
provisions of the Act. (K.S. Venkataraman & Co. v. State of Madras, AIR
1966 SC 1089; Mysore Breweries Lt. v. Commissioner of Income-Tax,
(1987) 166 ITR 723 (KAR)). The State Regulatory Commission can exercise
Jjurisdiction only when the subject matter of adjudication falls within its
competence, and the order that may be passed is within its authority, and
not otherwise. (Dakshin Harvana Bijli Vitaran Nigam Ltd. v. Princeton Park

4 2
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Condominium: 2007 Aptel 764, BSES Rajdhani Power Limited v. Delhi
Electricity Regulatory Commission, 2009 SCC OnLine APTEL 52).

87. The State Commission, no doubt, have been empowered to regulate the
price at which Discoms shall purchase the electricity but has the duty to
balance the interest of Consumers on one hand and that of Generators and
Discoms on other hand, and also to act as per the provisions of Electricity
Aect 2003, In the absence of any specific provisions in the Electricity Act
2003 to regulate the price of coal which coal companies charge under the
Bridge linkage, adjudication by the State Commission under section 86 of
the Electricity Act has to be in terms of the provisions of the Electricity Act
and the Regulations framed under Section 181 of the Electricity Act. As
deliberated in previous paragraphs, Regulations framed in the present case
does not provide an exhaustive list of cost to be included in the landed cost
of coal to be considered under Energy Charge Rate, and premium paid
would form part of price of fuel and form part of landed cost. We find that
the State Commission has erred in denying pass through of premium paid
over the cost of coal under bridge linkage to STPP.

91. We take note that Section 61 of Electricity Act, 2003 deals with the
Jurisdiction of Appropriate Commission to specify terms and conditions for
determination of Tariff and to frame Tariff Regulation accordingly, Section
62 of the Electricity Act is with regard to determination of Tariff, while
Section 86 of the Electricity Act deals with the Functions of the State
Commission. Learned counsel for Telangana Discoms has not drawn our
attention lo any specific provision of the Electricity Act 2003, which
provides for determination of cost of coal by the Electricity Regulator. The
State Commission has already framed the Tariff Regulations i.e. TSERC
Regulations 2019 specifying Terms and conditions of Generation Tariff,
applicable in present case, under the aegis of Electricity Act 2003, as
referred to in above paragraphs, which has specified that landed cost of
coal is to be considered while calculating the Energy Charge Rate, and il
does not mention anything about determination of such landed cost of coal
by State Commission.”

In this regard, it may be pertinent to point out that through the said Judgment dated
28.05.2025, the Hon’ble APTEL primarily decided on the issue that whether this
Hon’ble Commission (being a State Commission) has jurisdiction to delve into the
pricing mechanism of coal being supplied by coal companies, including for the

purpose of pass through in variable charge/ energy charge while determining the

“landed cost of coal” in terms of the extant regulatory and contractual framework.

From a reading of the above judgment, the following is concluded:




()

(b)

(c)

Post the Colliery Control Order, 2000, coal pricing was deregulated, and coal
companies [governmeni-owned entities like SCCL and Coal India Limited
(“CIL”)] have exclusive authority to fix coal prices. The Central
Government/Ministry of Coal's role is limited to regulating supply and disposal,

not pricing.

In view of the judgment of the Hon’ble Supreme Court in the matter of Ashoka
Smokeless Coal India (P) Ltd. v. Union of India and Ors., reported as (2007) 2
SCC 640, the Hon’ble APTEL noted that the said Judgment affirmed de-
regulation of coal pricing post-Colliery Control Order, 2000. Coal companies
have exclusive authority to fix prices, and that the Government's role is limited to
regulation of coal supply. Further, the Hon’ble APTEL noted that this Hon’ble
Commission cannot deny premium levied on STPP for coal supplied by SCCL as
the same would amount to indirectly regulating coal prices which is outside the

purview of EA 2003.

Regarding precedent laid down by the Hon’ble Supreme Court in Pallavi
Refractories v. Singareni Collieries Co. Ltd. and Ors reported as (2005) 2 scC
227, the Hon’ble APTEL upheld SCCL's dual/differential pricing (i.e., 20%
higher for non-core seciors) as non-arbitrary under Article 14of the Constitution
of India, and held that pricing is commercial policy of the coal companies.
Further, it relied upon the said judgment to hold that premium charges by SCCL
are uniform/non-discriminatory (applied to STPP and others like NTPC and
Mahagenco) and constitutes as part of price of fuel under landed costs as per

MYT Regulations.

(d) In the absence of any specific provisions in Electricity Act 2003 to regulate the

price of coal which coal companies charge under the Bridge linkage, adjudication
by the State Commission under Section 86 of EA 2003 has to be in terms of the
provisions of the Act and the Regulations framed under Section 181 of the EA
2003.

(e) Section 61 of the EA 2003 empowers the Appropriate Commission to set tariff

terms and frame regulations, while Section 62 addresses tariff determination and-
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Section 86 outlines functions of this Hon’ble Commission. No specific provision
in the Act allows the Electricity Regulator to determine coal costs. That the
TGERC Regulations 2019, framed under the Act, specify that the landed cost of
coal is used to calculate the Energy Charge Rate (which includes the premium)

but do not task this Hon’ble Commission with determining the price of coal.

(f) The Bridge Linkage was granted and extended by the Ministry of Coal's Standing
Linkage Committee (SLC) as an interim measure due to delays in
operationalizing the Naini Coal Block. The policy leaves pricing to the coal
company, and extensions were justified (no fault is attributable to SCCL for
delays). The SLC meetings also specified that rate for the coal supplies against
extended bridge linkage is to be decided by CIL/ SCCL.

xii.  In view of the above, the Hon’ble APTEL finally held as under:

“87. The State Commission, no doubt, have been empowered to regulate
the price at which Discoms shall purchase the electricity but has the duty
to balance the interest of Consumers on one hand and that of Generators
and Discoms on other hand, and also to act as per the provisions of
Electricity Act 2003. In the absence of any specific provisions in the
Electricity Act 2003 to regulate the price of coal which coal companies
charge under the Bridge linkage, adjudication by the State Commission
under section 86 of the Electricity Act has to be in terms of the
provisions of the Electricity Act and the Regulations framed under
Section 181 of the Electricity Act. As deliberated in previous paragraphs,
Regulations framed in the present case does not provide an exhaustive
list of cost to be included in the landed cost of coal to be considered
under Energy Charge Rate, and premium paid would form part of price
of fuel and form part of landed cost. We_find that the State Commission
has erred in denying pass through of premium paid over the cost of coal
under bridge linkage to STPP.”

xiii.  In view of the above, this Hon’ble Commission ought to take the above judgment in
consideration while deciding the energy charge rates, and accordingly allow pass

through of premium levied on bridge linkage coal being supplied by SCCL to STPP.

a. In this context, it is stated that this Hon'ble Commission, being a subordinate
authority to Hon'ble APTEL has to abide by the directions given in the above

judgment. Further, the scope of remand wherein the directions of a superior
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court are to be implemented is very specific and limited. The subordinate
forum, such as this Hon'ble Commission in the present case, cannot at all
deviate from any of the principles decided by the appellate forum. In this
regard, reference be made to the following judgments passed by the Hon'ble
Supreme Court on the scope of remand/ implementation of an order of a higher

forum:

i. Tirupati Balaji Developers (P) Ltd. v. State of Bihar,reported as (2004) 5
SCC 1

“9. In a unified hierarchical judicial system which India has accepled
under its Constitution, vertically the Supreme Court is placed over the
High Courts. The very fact that the Constitution confers an appellate
power on the Supreme Court over the High Courts, certain
consequences naturally flow and follow. Appeal implies in its natural
and ordinary meaning the removal of a cause from any inferior court
or tribunal to a superior one for the purpose of testing the soundness
of decision and proceedings of the inferior court or tribunal. The
superior forum shall have jurisdiction to reverse, confirm, annul or
modify the decree or order of the forum appealed against and in the
event of a remand the lower forum shall have to rehear the matter and
comply with such directions as may accompany the order of remand.

The appellate jurisdiction inherently carvies with it a power to issue

corrective directions binding on the forum below and failure on the

part of the latter to carry out such directions or show disrespect to or

to question the propriety of such directions would — it _is obvious —

be destructive of the hierarchical system in administration of justice.
The seekers of justice and the society would lose faith in both.

(Underline Supplied)

ii. Bachahan Devi v. Nagar Nigam, Gorakhpur, reported as (2008) 12
SCC 372

“11. A bare reading of the provision makes it clear that the same
comes into operation when the court, from whose decree the appeal is
preferred, has omitied to frame or try an issue, or lo determine any
question of fact which appears to the appellate court essential for the
right decision of the suit upon the merits. In order 1o bring in
application of Order 41 Rule 25 the appellate court must come {0 a
conclusion that the lower court has omitted to frame issues and/or has




failed to determine any question of fact which in the opinion of the
appellate court are essential for the right decision of the suit on
merits. Once the appellate court comes to such a conclusion it may, if
necessary, frame the issues and refer the same to the trial court. In
other words there is no compulsion on the part of the appellate court
to do so. This is clear from the use of the expression “may”. But the
further question that arises is whether in such a case the appellate
court is bound to direct the trial court to take additional evidence
required. This_is a mandatory requirement as is_evident from the
provision itself because it provides that the lower court shall proceed
to try such case and shall return the evidence to the appellate court
together with the findings therein and the reasons therefor. As noted
above, the provision becomes operative when the appellate court
comes to_the conclusion about the omission on the part of the lower
court to frame or try any issue. Once the appellate court directs the
lower court to do so, it is incumbent upon the trial court to take
additional _evidence required. As has been rightly contended by
learned counsel for the appellant, there may be cases where
additional evidence may not be required. But where the additional
evidence is required, then the lower court has to return the evidence
so recorded o the appellate court together with the findings thereon
and the reasons therefor.” '

(Underline Supplied)
iii. K.P. Dwivedi v. State of U.P., reported as(2003) 12 SCC 572

“I1. In our considered opinion, there is a glaring mistake in the
impugned order dated 29-3-1996 of the Prescribed Authority passed
after remand in treating the earlier order dated 5-8-1977 passed in
appeal by the District Judge to have been totally set aside by the
earlier order of the High Court dated 19-1-1979 passed in writ
petition against the order of the District Judge dated 5-8-1977. From
the order of the High Court extracited, it is clear that the whole order
of the District Judge was not set aside. It was set aside only with
respect to categorisation of lands in the two villages and the remand
was resivicted to fresh determination of the same. The observations
that “‘no_other controversy shall be allowed to be raised hereafter
before the Prescribed Authority or before the Appeliate Authority”
only meant that the remand would be restricted to redetermination of
the nature of the land and all other issues decided which have not
been disturbed by the order of the District Judge in appeal shall not
be allowed to be reagitated.”
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(Underline Supplied)

xiv.  SCCL-STPP signed a MoU for supply of Coal in FY 2025-26 considering partial
swapping of Naini coal mine and Hon’ble APTEL judgment dated 28.08.2025 on coal
pricing. The copy is attached as Annexure-H.

14. Sale of fly ash from STPP:

i. As per the erstwhile MoEF Notification S.O. 2804(E) dated 03.11.2009, thermal
power plants were required to achieve 100% utilization of fly ash, and the proceeds
from sale of fly ash were to be kept in a separate account and utilized only for creation
of infrastructure and facilities for ash utilization. Accordingly, STPP has been
maintaining a Fly Ash Reserve Fund, wherein the sale proceeds from auction of fly

ash are credited and utilized towards activities aimed at improving ash utilization.

ii.  Further, Ministry of Environment and Forest vide notification dated 31.12.2021 on
ash utilization from coal or lignite thermal power plants, superseded its earlier
notification except as respect things done or omitted to be done before such

supersession.

iii.  As per the above notification, thermal power plant shall be responsible to utilize 100
per cent ash (fly ash and bottom ash) generated during that year, however, in no case
shall utilization fall below 80 per cent in any year, and the thermal power plant shall
achieve average ash utilization of 100 per cent in a three years cycle and the ash

utilization targets for thermal power plants shall be applicable from 1st April, 2022.

iv.  Further, non-compliant thermal power plants shall be imposed with an environmental
compensation of Rs. 1000 per ton on un-utilized ash during the end of financial year

based on the annual reports submitted.

v.  The notification clearly mentioned the following that “Statutory obligation of 100 per

cent utilization of ash shall be treated as a change in law, wherever applicable™.

vi. CERC has not included sales of ash in the ambit of Non-Tariff income in its tariff
regulations 2019-24 & 2024-29.Further, CERC in its tariff regulation FY 2024-29 has

included “Ash Transportation Expenses” in operation and maintenance expenses




separately and allowed the same after prudence check in the tariff orders of central

generating companies.
vii.  Ministry of Power guidelines dated 15 March 2024 stated the following:

“The Appropriate Commission shall scrutinize any expenses regarding ash
utilization.... to ensure the least possible burden is passed on to electricity consumers
while Generating Company fully complies with MoEF&CC notification dated
31.12.2021 and its amendments.”

viii. It is to humbly submit that given that capital expenditure for necessary additional ash
evacuation infrastructure was disallowed in the MYT order in 2019-24 period (on
grounds of no additional capitalization after cut-off date), holding the ash fund at the
generating station is essential to develop such evacuation infra. It provides a financing
buffer to ensure 100% ash utilization and avoid passing compliance costs or

environmental cess to consumers.

ix.  Accordingly, STPP is holding the Fly ash utilization reserve funds separately as there
is liability for non utilization of 100% ash generated in thermal power plant. The same

is clearly shown in annual accounts.

x.  Further, Hon’ble Commission has not considered amount received from sale of fly ash

in Non-tariff income in SCCL true up order dated 29.04.2025.

xi. Hon’ble Commission is requested to treat fly ash sale fund as a dedicated
environmental compliance reserve instead of non tariff income. Post project life, any
balance remaining amount in fly ash utilization reserve may be adjusted against

receivables from DISCOMs.

15. Incentive
i.  STPP has computed incentive for tariff period 2026-27 based on estimated generation
at the rate specified in clause 46.6 of Regulation 2 of 2023.

ii.  The incentive projected during the FY2026-27 is given below:




Revised claim
Ref. st FY 202627
Incentive for additional generation Rs Crs 18.01

16. Other charges:

i

iii.

The Hon’ble commission is requested to allow the claim of other charges (water
charges, Audit fee & Tariff filling fee) on actual basis for FY 2024-25. The details of
Water Charges, Tariff filing fee and audit fees as claimed for FY 2024-25 containing

all the relevant documents are attached as Annexure-I.

Further, Hon’ble commission is requested to allow the claim of water charges for FY

2025-26 & FY 2026-27 in line with TGGENCO MYT order dated 28.10.2024.

Further, actual non tariff income (except net income from sale of fly ash) is proposed

to be passed to beneficiary as per clause 43 of Regulation 2 of 2023.

17. Tariff for FGD system:

i

iii.

To comply with the Ministry of Environment, Forest and climate changes (MoEF&
CC) notification vide Gazette no: REGD, NO.D.L-33004/99, dated: 07-12-2015,
approval was obtained from Govt of Telangana vide Ir no: 499/PR.A1/2019 dt: 14-06-
2019 for installation of Flue Gas Desulphurisation (FGD) system at STPP, Stage — 1
(2X600 MW).

Hon’ble Telangana Electricity Regulatory Commission has accorded In-principle
approval for installation of FGD at STPP, Stage — 1 (2X600 MW) vide its order dated:
28-08-2020.

Subsequently, EPC contract was awarded to M/s PES Engineers Private Ltd, Hyd
vide firm order no’s: 7600008906 and 7600008907 dated 28-12-2021 for installation
of Flue gas desulphurisation (FGD) system project at STPP Stage — I (2X600 MW).




iv. It is to humbly submit that the MoEF& CC vide Gazette: CG-DL-E-11072025-264545
dated: 11-07-2025 has issued an amendment to Environment (Protection) rules. The
relevant clause of the gazette is quoted below:

“point no: (C) iV:

The Sulphur dioxide emission standards shall not be applicable to all Category C
thermal power plants subject to ensuring compliance of stack height criteria notified
vide notification number GSR 742 (E), dated the 30" August, 1990 and the time line
for ensuring compliance by the existing Category C Thermal Power Plants of stack

height criteria by the 31stDecember, 2029.”

v. It is to submit that as per minutes of 3rd meeting of the task force of CPCB for
Categorization of Power Plant, vide No B-33014/7/2021/IPC-II/TPP, dated
27.08.2021, SCCL/STPP comes under Category-C Thermal Power Plant and further
2X600 MW STPP stack is satisfying the stack height criteria as per the environmental

standards for power plants prescribed in the Environment protection Rules 1986.

vi. At present FGD works at STPP for Engineering, civil works, structural supply,
structural erection, equipment supply, equipment erection works are around 74%

completed and under progress for balance left over portions.

vii.  Further, a meeting was called for by Thermal projects renovation & modernization
division of CEA, Ministry of power on 18.07.2025 in light of recent gazette
notification of MoEF& CC.

viii.  The minutes of the meeting was circulated vide ref no: CEA-TH-14-20/7/2025-TRM
Division/1033-1058 dated: 25.07.2025. In the meeting after detailed deliberation,
CEA has advised generating companies who are nearing completion or attained
progress of 60-70 percentage to discuss with beneficiary DISCOMS on their
willingness to have FGD installed and pay for the cost attributable to FGD(CAPEX +
OP-EX) or stop the project and pay the fixed cost(CAPEX) incurred so far.

ix.  Accordingly, SCCL requested TGPCC to convey a meeting to discuss willingness of
TGDISCOMs for continuation of the FGD project even though it is not mandatory

now as per latest environment notification for 2X600MW STPP. The relevant
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documents of MoEF notification, CEA meeting minutes, STPP FGD progress status

with photographs are attached as Annexure-J.

Further, the Hon’ble commission has deferred the claim of capitalization for the FGD
system and stated that it would carry out prudence check of the final executed cost of
FGD system in the true up of relevant year after commissioning of the same. The
relevant portion from order dated 29.12.2023 on CIP and business plan for FY 2024-

29 is extracted hereunder:

“4.2.12 SCCL submitted that it has awarded the works of FGD system through
compeltitive bidding process. The works being still in progress, the Commission is not
expressing any opinion on the proposed completion cost al this stage. The
Commission shall carry out the prudence check of the cost of FGD system in true-up

for the relevant year after commissioning of the same.”

Accordingly, the cost of FGD system together with its effect on the tariff components
and additional auxiliary energy shall be submitted after commissioning of the system
in truing up petition of relevant year. Thus, the STPP reserves its right to submit the

same at a subsequent period.

18. Hon’ble Commission directives and compliance status:

A,

I

iil.

Integrated (Naini) mines:
It is to humbly submit that Naini Coal block, Orissa was allotted to SCCL by Gol vide
vesting order No./103/21/2015/NA dated 13.08.2015 for its end-use plant of STPP

situated at Jaipur, Telangana.

Hon’ble Commission in its previous orders directed SCCL to actively pursue the issue
of coal allocation for its generating station with the Ministry of Coal so that the
cumbersome task of transportation of coal from NAINI coal block in Odisha and
associated losses in quantity and GCV could be mitigated by procuring coal from its

own mines which are closer to its generating station.

Accordingly, Coal swapping proposal was made to Ministry of Coal to swap the coal

produced from Naini to TNPGCL(erstwhile TANGEDCO)and vide office




iii.

memorandum dated 23.05.2025 MoC has approved the proposal for quantity of
1.75MTPA for three years up to FY 2027-28.

Separate Accounts:

It is to humbly submit that the audited annual accounts for FY 2024-25 of STPP &
SCCL are submitted as volume-III along with this petition. Further, the Audited

Annual Accounts for FY 2024-25 of STPP containing separate balance sheet, Profit &

loss statements are attached Annexure-K.

Efficiency improvement measures :

It is to humbly submit that the efficiency improvement measures carried out in FY

2024-25 are given below:

i.  Improvement of feed water temperature at economizer inlet was done by carrying

out internal inspection of feed water heaters during COH of Unit-2.

ii.  Arrested Unit-2 air pre-heater air ingress and air leakages by baskets cleaning and

replacement of damaged seals during COH.

air and flue gas ducts and replacement of damaged bellows during COH.

19. Computation of ARR
The summary of ARR claimed before the Hon’ble TGERC is submitted below:

(In Rs.Crores)

Unit-2 PA and ID fan power consumption is reduced by carrying out inspection of

S1 Item Truing up period Ensuing Years

No (Projected)

A Annual Fixed Charges 2024-25 2025-26 2026-27
1 gperation & Maintenance 275 60 306.24 318.72

xpenses

2 | Depreciation 436.64 438.20 439.64
3 }gzirest and finance charges on 21420 169.48 134.93
4 | Interest on Working Capital 91.43 80.90 80.78
5 | Return on Equity 482.20 483.48 484.96
6 | Less: Non-Tariff Income 9.08 9.26 9.44

7 | Annual Fixed Charges 1490.98 1469.04 1449.60
B Energy Charges
1 | Energy Charge Rate 3.963 3.377 3.377
2 | Scheduled Energy (ex-bus) 7501.197 8027.802 8781.697
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3 | Energy Charges 2972.72 2710.99 2965.58

C Other Charges

1 | Incentive 0.00 0.00 18.01
water charges, Audit fee &

2 | Tariff filling fee 0.5 Gié 0.47

3 | Sub Total (Other Charges) 0.39 0.43 18.48

D Grand Total 4464.09 4180.46 4433.66

A copy of tariff computation forms are enclosed as Annexure-L.

20. Authorization for filing on the petition:

The Director (Finance) of SCCL has been authorized to sign on the petition / documents to be

filed before the Hon’ble TGERC. Copy of the authorization is enclosed as Annexure-M.
21. Jurisdiction:

The determination of tariff in this annual tariff petition is within the Jurisdiction of TGERC.
As per section 62, appropriate commission can determine the tariff for supply of electricity by
a generating company to a distribution licensee. Further, the state electricity regulatory
commission shall determine the tariff for generation within the state as per section 86.1(a)

read with clause 38 of TGERC (conduct of business) regulations 2015.
22. Limitation:

The determination of tariff is a continuous process and the provisions of limitation Act does
not apply to the issues to be decided as part of regulatory process such as determination of

tariff etc.
23. Court Fee:

The present petition is filed for determination of truing up for 2024-25 and revision of tariff
for 2026-27. Hence a fee of Rs 25,000/~ (Rs twenty five thousand) is paid as per regulation
4(5)(a) of regulation 2 of 2016 (levy of fees for various services rendered by the
commission). A copy of the banker’s cherub for paying the requisite court fee is attached as

- Annexure —N.




This subject matter of this petition has not been raised by the petitioner before any other

24. Declaration:

competent forum and that no other competent forum is currently seized of the matter or has

passed any order in relation thereto.

25. Prayer before Hon’ble commission
SCCL prays to the Hon’ble Commission may be pleased to:

a) Consider the submissions made by SCCL in this annual tariff petition for
determining tariff for FY 2026-27, and for undertaking the Truing Up of
tariff/expenditure for the period FY 2024-25;

b) Approve revised tariff for FY 2026-27 and allow recovery of additional Trued Up
expenditure for FY 2024-25 in respect of 2X600 MW Singareni Thermal Power
Plant (STPP), in terms as stated in the present petition; and

¢) Pass such further Orders, as the Hon’ble Commission may deem fit and

appropriate in circumstances of the case.

N hrl N. Balram)
Place : Hyderabad 1N, ﬁLRﬁ§M IRS
Date :2711.2025 DlpFCTOR (FINANCE)
THE SINGARENI COLLIERIES ¢, 1T

KQTHAGUDEM - 507 101,






Annexure - A : A Copy of Power Purchase Agreement







FINAL POWER PURCHASE AGREEMENT
BETWEEN

THE SINGARENI COLLIERIES COMPANY
LIMITED

AND

SOUTHERN POWER DISTRIBUTION COMPANY
OF TELANGANA LIMITED

NORTHERN POWER DISTRIBUTION COMPANY
OF TELANGANA LIMITED

FOR SALE OF POWER
| FROM

SINGARENI THERMAL POWER PROJECT
(2X600 MW) (STAGE-T)

Dated 20" day of March 2025 .
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Tran [d: 250319110427724441 KARANAM
Date: 19 MAR 2025, 11:06 AM. NAGARAJAMAN]
Purchased By; f LICENSED STAMP VEN{:OR
CHOUTAPALLY PRABHAKAR Lic. No. E6-11-D46/199¢
5/0 SAMBAIAH Ren.No, 161 11672623
Rio BYD 6-2-975, KUSHAL TOWERS ,
For Whom KHAIRATABAD ,
THE STNGAREN! COLLIERIES CC. LTD v HYDERAEAD

’ Ph §885096145

FINAL POWER PURCHASE AGREEMENT BETWEEN

THE SINGARENI COLLIERIES COMPANY LIMITED

AND
SOUTHERN POWER DISTRIBUTION COMPANY OF TELANGANA
LIMITED :

NORTHERN POWER DISTRIBUTION COMPANY OF TELAN GANA
LIMITED ’

FOR SALE OF POWER FROM
SINGARENI THERMAL POWER PROJECT (2X600 MW) (STAGE-])
Dated?o day ofWiaael, 2025

y

THIS POWER PURCHASE AGREEMENT, hereinafter called “Agreement”,
enteredinto at Hyderabad on thisg %ay of Mg Two Thousand and Twenty five,

Between

1. Southern Power Distribution Company of Telangana Limited constituted on

\{‘ ' m.ga.‘_..izzw—m»—-....&"‘——-
HIEF ENGINEER
- (IPC), TGSPDCL,
Corperate Office, 6-1-50,
Mint Compound, Hyd-500004,
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02-06-2014 under AP Reorganization Act 2014 and the sub-section (6) of section
23 of Andhra Pradesh Electricity Reform Act, 1998 (Act, 30 of 1998) and having
its registered office at 6-1-50, Corporate Office, Mint Compound, Hyderabad 500
063 (hereinafter referred to as “TGSPDCL”); Northern Power Distribution
Company of Telangana Limited, constituted on 02-06-2014 under AP
Reorganization Act 2014 and the sub-section (6) of section 23 of Andhra Pradesh
Electricity Reform Act, 1998 (Act, 30 of 1998) and having its registered office at
H.No.2-5-31/2, Corporate Office, Vidyut Bhavan, Nakkalagutta, Hanamkonda,
Warangal 506001 (hereinafter referred to as “TGNPDCL”); (hereinafter each of
TGSPDCL and TGNPDCL are, as the context may require, individually referred
to as “TGDISCOM” and collectively referred to as the “TGDISCOMSs” which
expression shall, unless it be repugnant to the context or meaning thereof include
its successors and assigns), as parties of the first part, and

THE SINGARENI COLLIERIES COMPANY LIMITED, constituted under the
Companies Act 1956 having its registered office at Kothagudem, Khammam
District (hereinafter called “SCCL”) which expression shall, unless repugnant to
the context or meaning thereof include its successors and assigns, as partyof the
second part.

WHEREAS the erstwhile Govt. of Andhra Pradesh had accorded approval to
SCCL for setting up of Singareni Thermal Power Project (2 x 600 MW) Stage-1
at Pegadapalli village, Jaipur Mandal, Adilabad District, Telangana State,
hereinafter referred to as “Singareni Thermal Power Project (2 x 600 MW) Stage-
17, and generally referred to as “PROJECT” whereas SCCL is a Public Sector
Company owned by the Government of Telangana and Government of India in the
ratio 51:49 and will be executing the Project and to be owned & operated by
SCCL.

AND WHEREAS TGDISCOMSs are desirous of purchasing all the declared
capacity and energy from Singareni Thermal Power Project (2x600 MW) Stage-I
and SCCL is willing to sell the same to TGDISCOMs on mutually agreed terms
and conditions.

Whereas, the Power Purchase Agreement (PPA) dated 18th January 2016 was
entered between TGSPDCL & TGNPDCL (TGDISCOMs) and SCCL.

Whereas, TGDISCOMs have sought approval of Hon’ble TGERC to the above
mentioned PPA dated 18.01.2016 under Section 86 (1) (b) of the Electricity Act,
2003 read with Section 21(4) of APER Act in respect of Singareni Thermal Power
Project Stage-I (2x600 MW).

:\!| ﬁrﬁ—"‘“‘“""—"‘“‘“"’_"‘i -
CHEEF ENGINEER
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Whereas, Hon’ble TGERC vide order Dated.22.10.2021 in OP No. 8 of 2016
accorded consent to the PPA subject to modifications prescribed in the
aforementioned order and directed TGDISCOMSs to submit the PPA duly
. incorporating the modifications for the record of the Commission.

Further, as per the directions of Hon’ble TGERC vide letter dated. 30.12.2024 and
TGERC consent order dated 22.10.2021, the corrected and fair terms and
conditions of the power purchase agreement are herewith entered.

Whereas, the terms and conditions of the power purchase agreement are as per
prevailing TGERC regulations at that time of issuing PPA. consent order dated
22.10.2021 by Hon’ble TGERC and any changes in TGERC regulations that may
occur in future shall be applicable for all operating norms or any other parameters.

Now therefore, in consideration of the premises and mutual agreements, covenants
and conditions set forth herein, it is hereby agreed between the Parties as follows:

3 (-«..,,‘._..,_‘:h—-—ﬁmm...._/\ i
IEF ENGINEER
- PG, TGSPRCL,
Corporate Office, 6-1-50,
Mint Compound, Hyd-500604.




1.1

1‘3

1.4

1.5

1.6

1.7

1.8

- Article 1: INTERPRETATION AND DEFINITIONS

The words or expressions used in this agreement but not defined hereunder
shall have the same meaning assigned to them by the Electricity Act 2003
as amended from time to time, the Rules framed there under and
Regulations issued by TGERC from time to time.

‘Act’ means the electricity Act, 2003

Agreement to Hypothecate cum Deed of Hypothecation — Deleted

Availability — ‘Availability’ as defined in the TGERC (Terms and
Conditions of Tariff) Regulations as amended or replaced from time to time

Acceptance Test for establishing the Capacity of the Unit - Acceptance
test for establishing the Capacity of the Unit shall be performed in the
presence of SCCL and TGDISCOMS representatives and on satisfying the
capacity of the Unit, the capital cost of the project shall be arrived at on
pro-rata basis against the rated capacity.

‘Additional Capitalization’ means the capital expenditure actually
incurred after date of commercial operation of the station and admittedby
the Commission after prudence check.

Approved capital cost: to be taken into account at any time for the
purpose of the Tariff means, the amount of Capital Cost of the Project
admitted subject to approval of TGERC.

Authority or CEA: means the Central Electricity Authority referred to in
section 70 of the Act.

Auxiliary Energy Consumption (AUX): in relation to a period, in case of
a Generating Station or Unit, means the quantum of energy consumed by
auxiliary equipment of the Generating Station, such as the equipment being
used for the purpose of operating plant and machinery, including
switchyard of the Generating Station and the transformer losses within the
Generating Station, and shall be expressed as a percentage of the sum of
gross energy generated at the generator terminals of all the Units of the
Generating Station: Provided that the Auxiliary Energy Consumption shall
not include the energy consumed for supply of power to housing colony
and other facilities at the Generating Station and the power consumed for

I L R

CHIEF ENGINEER

- {IPC), TGSIrDCL,
Cerporate Office, 6-1-50,
Mint Compotnd, Hyd-500004.




1.9

1.10

1.11

1.12

1.13

1.14

1.18

1.16

@)

construction works at the Generating Station.

Availability Computation: It is in relation to a Thermal Generating station
for any period means the average of the daily average declared capacity for
all the days during that period expressed as a percentage ofthe installed
capacity of the Generating stations minus the normative auxiliary
consumption in MW, as specified in this regulation and shall be computed
in accordance with the following formula. '

N
Availability = 10000 x ¥ DCi / {N X IC X (100 = AUXn)} %
i=1

Where DG = Average Declared Capacity for the ith day of
the period in MW
N = No. of Days during the period
IC = Installed Capacity of the generating station in
MW
AUXn = normative auxiliary consumption as petcentage

of gross generation,

Billing Centre — The office as intimated by SCCL to the TGSPDCL
andTGNPDCL from where the bills will be raised on them.

Billing Date: The Billing Date shall be 5 (five) days after the Meter
Reading Date in each Calendar month.

Billing Month: The Billing Month means Metering Date of calendar
month to the Metering Date of the next calendar month.

Bus Bars / Ex Bus: Bus bars of the station to which outgoing feeders are
connected.

Business Day: It shall be construed as a reference to a day (other than
Sunday) on which banks are generally open for business in Hyderabad.
Capacity Charges: Capacity Charges (or) Fixed Charges as determined
by TGERC and shall be paid in proportion to the Contracted Capacity from
time to time

Capital cost: - Capital cost of project or its units or stages as the case may
be, means the capital expenditure thereof as admitted by the Commission
for determination of tariff,

s
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1.17

1.18

1.19

1.20

1.21

1.22

1.23

1.24

1.25

()

Charges for Supply of Electricity: Mean and include all charges
including the Tariff to be paid by the TGSPDCL and TGNPDCL in
respectof supply of electricity to them from the Project in accordance with
the provisions of this Agreement

COD of the Project: means the Commetcial Operation Date of the last
Unit of the project.

Commercial Operation Date or COD: means in relation to each unit of

- the thermal generating station, the date declared by the generating company

after demonstrating the maximum continuous rating (MCR) or the installing
capacity (IC) through a successful trial run after notice to the beneficiaries,
from 00:00 hour of which scheduling process as per the Electricity Grid
Code (IEGC) is fully implemented, and in relation tothe generating station
as a whole, the date of commercial operation of the -last unit of the
generating station,

Contracted Capacity: Capacity contracted (2x600 MW) by TGSPDCL
and TGNPDCL under this Agreement

Cut-off date: Means 31 March of the year closing after two years of the
year of commercial operation of the project, and in case the project is
declared under commercial operation in the last quarter of the year , the cut-
off date shall be 31% march of the year closing after three years of the year
of commercial operation.

Date of Effectiveness of Agreement: Date of Effectiveness of Agreement
shall be the synchronisation date of first Unit.

Debt: means the amount of .any loans, debentures or other similar
obligations, contracted or raised and received by SCCL for the Project, but
only to the extent that the proceeds of such capital contribution are
exclusively utilized on the Capital Cost of the Project.

Debt Repayment: means, in relation to a specified period, the amount of
Debt 70% of the capital cost which SCCL is due to repay in such period, in
Indian Rupees in which the Debt is incurred.

Declared Capaéity (DC): means the capability of the generating station to
deliver ex-bus Electricity in MW declared by such generating stationin
relation to any period of the day or Whole of the day, duly taking into
account the availability of fuel.

RS SN g
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1.26

1.27

1.28

1.29

1.30

1.31

1.32

1.33

1.34

&

Depreciation: means the sum of the amounts of depreciation on buildings,
equipment and other capital facilities of the Project on the date hereof, and
in respect of any asset, shall be allowed up to 90% of the approved Capital
Cost and shall cease so soon as its net book value equals the residual value
i.e.,10 percent of its original cost as included in the Capital Cost.

Designated Officer: The Designated Officer in TGSPDCL and TGNPDCL
shall be of the rank of a Financial Advisor& Chief Controller of Account
(FA& CCA) and GM (F&A) or any other Officer designated by
TGSPDCL and TGNPDCL for matters relating to Billing and Payment.

Dispatch Inmstructions: The Dispatch Instruction shall be as per the
Telangana Electricity Regulatory Commission (State Electricity Grid Code)
Regulation, 2018 [Regulation No.4 of 2018] as amended from time to time.

Duration of Agreement: Duration of Agreement shall be 25 years from
date of C.0.D of the Project.

Due Date of Payment: In case of a regular Monthly Bill due date of
payment shall be within 60 (Sixty) days from the Billing Date and in caseof
a Supplementary Bill it shall be within 60 (Sixty) days from the
presentation of the Supplementary Bill to the Designated Officer of
TGSPDCL and TGNPDCL.

Energy Certification Committee (ECC): shall be the Body of the
Designated Officers constituted at the headquarters by both the Parties to
certify each Billing Month the Net Energy Sale by one Party to the other
based the Monthly Meter Readings jointly recorded at the power house.

Equity: means the actual equity (including internal accruals) limited to

30 percent of Approved Capital Cost of the Project in Rupees and is
used for the purposes of computation of ROE in fixed charges during the
period of the Agreement.

Escrow Agreement: Deleted

Grid Code: means the Indian Electricity Grid Code specified by the
Central Commission or the Telangana Electricity Regulatory Commission
(State blectricity Unid Code} Regulation, 201¥ [Regulation No.4 of 2014]
whichever is applicable as amended from time to time or subsequent re-
enactment thereof. i

A,

Gross Calorific Value (GCV): Gross Calorific Value means, in respect of

'\/. uf’ ; “”“*"—"1%. P——
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1.36

1.37

1.38

1.39

1.40

1.41

1.42

1.43

1.44

1.45

&)

coal and secondary fuel, heat produced in Xcal by complete combustion of
one kilogram of solid fuel or one litre of liquid fuel, as the case maybe.

Income Tax: Deleted

Infirm power: means electricity injected into grid prior to the commercial
operation of a unit or block of generating station.

Installed Capacity: means the summation of the name plate capacities of
all the units of generating station or the capacity of the generating station
(reckoned at the generator terminals) as approved by the commission from
time to time.

Installed Capacity Test: In relation to any Generating Unit means any
capacity test of such Generating Unit to be carried out pursuant to
Annexure-II (Commissioning and Testing).

Interconnection point: Interconnection point means the point at the outlet

side of HV feeder (including the feeders between the generating stations)
breaker where the power plant and the grid are connected in the power plant
switchyard.

Interest on Working Capital: The Interest on Working Capital shall be as
per the TGERC Norms.

Licensee: Means a person, grahted a licensee under section 14 of the
Electricity Act, 2003.

Maximum continuous rating: It is in relation to unit of the thermal power

generating station means the maximum continuous output at the generator
terminals, guaranteed by the manufacturer at rated parameters, and in
relation to a unit or block of a combined cycle thermal power generating
station means the maximum continuous output af generator terminals,
guaranteed by the manufacturer with steam injection and corrected to S0Hz
grid frequency and specified site conditions.

Main, Check and Standby Meter: Meter for measurement and checking
of import / export of energy at interconnection point for Energy
Accounting. :

Metering Date: Metering Date for the first calendar month will be Date of
COD of each unit. Subsequent Metering Date will mean midday (12:00
hours) of the last day of each calendar month. However, the Metering Date

—
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1.46

1.47

1.48

1.49

1.50

&)

of the Financial Year ends at 24:00Hrs on 31"march of Subsequent year
and soon.

Monthly Bill: Monthly Bill will have the meaning ascribed to it
underArticle6forThermal Energy supplied under this Agreement.

Net Electrical Energy: It is the energy, supplied from SINGARENI
THERMAL POWER PROJECT 2 x 600 MW Stage-I measured in kWh, at
the point of interconnection in accordance with the provisions of Article7.

Plant Load Factor(PLF):The Plant Load Factor in a Tariff Year expressed

in percentage is:
N

PLF = 10000 X Z - g Where
, {NxICx{100 — AUXn}}
i=1
N: No. of time blocks in the given period;
SGi: Schedule Generation in MW for the ith time block in such period;
IC: Installed Capacity of the generating station in MW,
AUXn: Normative auxiliary consumption in MW expressed as percentage of
gross generation;

Project: means the coal based Thermal Power Station namely Singareni
Thermal Power Project (STPP) 2x600MW Stage-I established at
Pegadapalli Village, Jaipur Mandal, Adilabad District, Telangana State,
India, having a design rated capacity of 2 x 600 MW and all facilities and
related assets required for the efficient, economic and safe operation of the
Power Statjon including, without limitation, any railway yard &equipment,
coal handling and ash disposal facilities and sampling and testing facilities
and infrastructure features where so ever situated.

Prudent Utility Practices: Prudent Utility Practices means the practices,
methods, techniques, and standards that are generally accepted nationally
and internationally from time to time and commonly used in the national
and international electric utility industry for the operation and maintenance
of equipment of the size and having the other characteristics of a Power
Station in a safe, prudent and reliable manner consistent with the
parameters for such operation and maintenance set forth in this Agreement,
which practices, methods, techniques and standards shall be adjusted as
necessary to take account of the requirements of Law, physical conditions
at the site on which a Power Station is located and operation and
maintenance guidelines of the manufacturers of plant and gg dament
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incorporated in the Power Station which SCCL is required to follow in
order to maintain in effect any warranties, guarantees or insurance policies
relating thereto.

151  Station Heat Rate: Station Heat Rate means the quantum in Kilo Calories
of input heat energy required by a Thermal Power Station to generate one
Electrical Energy Unit at the Generator terminals, as per TGERC
Regulations.

152 Supplementary Bill: Supplementary Bill will have the meaning ascribed to
it in Article 6.

153  Tariff Year: Tariff Year shall be the financial year,

1.54 TGERC: means the Telangana Electricity Regulatory Commission
constituted under the Andhra Pradesh Reorganisation Act, 2014,

="
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Article 2: ALLOCATION, TRANSMISSION & WHEELING OF POWER

2.1

2.1.1

2.1.2

2.2

2.2.1

2.3

2.3.1

Installed Capacity:

The Installed Capacity of Singareni Thermal Power Project Stage -1 is 1200
MW (2x600 MW),

The Project is being developed for the sale of 1200 MW power to
TGSPDCL and TGNPDCL, excluding Auxiliary Consumption.

Allocation of Capacity

The Project is being developed for the sale of power to TGSPDCL and
TGNPDCL in proportion of sharing as approved by Government of
Telangana.

Transmission / Wheeling of Eleetricity

Sale of electricity shall be at the bus bars of the Project and it shall be the
obligation and responsibility of TGSPDCL and TGNPDCL in coordination
with TGTRANSCO to make the required arrangement for evacuation of
electricity from such delivery points of the SCCL.

N, ek —
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Article 3: SALE AND PURCHASE OF AVAILABLE ELECTRICAL

3.1

3.1.1
3.1.2

3.2

3.3

3.3.1

CAPACITY AND ENERGY

Power Supplies by SCCL

Scheduling : Deleted

Declared Capacity : Declared Capacity or ‘DC’ means the capability of
the station to deliver Ex-Bus electricity in MW declared by the station in
relation to any period of the day or whole of the day, duly taking into
account the availability of Coal as per the procedure laid down in IEGC

Notwithstanding the following, Station shall be deemed as available to the
extent of DC declared by the station for any time period:

(a) Failure on account of TGSPDCL and TGNPDCL to transmit and wheel
eleciricity from the Ex-Bus of the station in coordination with
TGTRANSCO

{b) Any other reason not attributable to SCCL restricting scheduling and
despatch of capacity at the Ex-Bus of the station

Sale and Purchase of Infirm Power: After Synchronization and prior to
the COD of any Generating Unit, SCCL will sell and TGSPDCL and
TGNPDCL will purchase all infirm power generated by that Generating
Unit in proportion to the allocation made. TGSPDCL & TGNPDCL will
reimburse SCCL the actual cost of all Coal & Secondary Fuel consumed for
such generation.

Sale and Purchase of Declared Capacity and Net Electrical Energy:
Save as otherwise provided in this Agreement, from and after the COD of
the First Generating unit, SCCL shall make available and deliver, and
TGDISCOMs shall purchase for the consideration set forth in this
Agreement, the entire declared capacity and all Net Electrical Energy
generated by the Project, subject, in the case of Net Electrical Energy, to
such dispateh instrictions as may he in effect fram fime to time.

Power Supplies by TGDISCOMS:

Upon SCCL’s request, TGDISCOMS shall provide electrical energy to
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SCCL for construction, start-up and maintenance, and also for
commissioning of the Project. TGDISCOMSs shall furnish a bill to SCCL
for such power at a price equal to TGDISCOMSs published tariff for
construction power during the construction and start-up period up to the
COD of the Project.

After COD of the Project, Tariff Bills presented by SCCL to TGDISCOMs
shall be on a net energy basis taking into account the power supplied by
TGDISCOMSs to the Project.

34 Dispatch Instructions (DI):

3.4.1 Dispatch Instructions shall be as per the TGERC Regulations 4 of 2018 and
any amendments by TGERC thereon.

3.42 SCCL shall follow the SLDC’s directives, to back down, increase or
resume generation, decrease generation at times on a day, provided that
such directives are consistent with the technical limits of the facility,
Prudent Utility Practices or in accordance with discharge functions of
SLDC. Number of Dispatch Instructions per day shall not exceed two. The
duration of back down and quantum of energy backed down each day shall
be reconciled and certified by both SCCL (at Station level) and SLDC on
monthly basis.

3.43 Nothing contained in this Agreement shall be construed to require
SCCL to operate the facility, at any time, including emergency,
inconsistent with Prudent Utility Practices and the Technical Limits in
any manner.

3.4.4 Backing down limits of units: The Technical Minimum limit of Generating
Unit shall be in accordance with the relevant provisions of Grid Code.

In the absence of any dispatch instructions from TGSLDC, the Unit will
operate according to the day ahead capacity notice furnished by SCCL.

'
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4.1

4.1.1

4.1.2

4.2

4.2.1

4.2.2

4.2.3

4.2.4

4.2.5

4.3

Article 4: GENERATION TARIFF
Terms and Conditions

The tariff for the electricity supplied from the Project would be as
determined under the tariff regulations of TGERC and tariff order thereof
from time to time.

Tariff for sale of electricity from the Project would be based on prevailing
TGERC Regulations time to time.

Annual Fixed Charges: SCCL shall claim the annual fixed charges as
approved by TGERC for each tariff year.

Capital Cost: The capital cost of the Project shall be taken as Rs.8250.00
crores (provisional) as per Annexure-L . '

The Operation & Maintenance Charges: The Operation & Maintenance
and Insurance Expenses (O&M) for 600 MW sets would be as per the latest
norms or regulations issued by TGERC.

Interest on Working Capital: Interest on Working Capital shall be
calculated as per TGERC norms / regulations from time to time.

Debt-Equity ratio: Deleted.

Recovery of Fixed Charges: The fixed charges shall be computed on the
annual basis based on norms specified in TGERC Regulation and shall be
recovered on monthly basis as per TGERC Regulation.

Deemed Generation: Stoppage of generation due to problems in Power
evacuation for Generating stations shall be treated as Deemed Generation
for the purpose of computation of availability for payment of fixed
charges. In case of shortage of fuel, TGSPDCL, TGNPDCL and SCCL will
decide and finalise in consultation with Coal Companies at that time.

Variable Charge: For any Billing Month, the Variable Charges shall be
determined as per TGERC Regulation.

Operating parameters: The values of Operating parameters like Station
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4.5

4.6

4.7

@

Heat Rate, Auxiliary power consumption and specific consumption of
secondary fuel oil for the duration of the PPA shall be as per prevailing
TGERC Regulations from time to time.

Incentive: Incentive shall be as per TGERC Regulation.

General: Any changes in TGERC regulations that may occur in future
shall be applicable for all operating norms or any other parameters. For
anything not covered in this agreement, TGERC regulations will be
applicable.

Commercial Operation Date or COD: COD in relation to a generating
unit means, the date declared by the generating company after
demonstrating the maximum continuous rating (MCR) or the installing -
capacity (IC) through a successful trial run after notice to the beneficiaries,
and in relation to the generating station means, the date of commercial
operation of the last unit.
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5.4

5.5

Article 5: TAXES, LEVIES, DUTIES, ROYALTY, CESS ETC

Levies, Taxes, Duties, Cess: The above Tariff is exclusive of any statutory
taxes, levies, duties, cess or any other kind of imposition (s) whatsoever
imposed/charged by any Government (Central/State) and/ or any other local
bodies/authorities on generation of electricity including auxiliary
consumption or any other type of consumption including water,
transmission, environment protection, sale or on supply of power/ energy
and / or in respect of any of its installations associated with Generatmg
Stations and/or on Transmission System.

The total amount of such levies/taxes/ duties/ cess etc. payable by
SCCL to the authorities concerned in any month on account of the said
levies/taxes/duties/cess etc. as referred to above shall be bome and
additionally paid by TGSPDCL and TGNPDCL to SCCL.

Incidence of income tax liability on project income limited to the extent of
RoE as per the provisions of the Income Tax Act applicable from time to
time shall be recovered from TGSPDCL and TGNPDCL duly certified by
Statutory Auditors of SCCL.

Income Tax: Deleted

Income Tax applicable for the sale of power under this agreement shall be
govemed by the applicable TGERC regulations and the parties agree to
abide by and comply such regulations.
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6.1
6.1.1

6.1.2

6.1.3

6.1.4

6.1.5

Article 6: BILLING AND PAYMENT
Billing:

All charges for supply of Electricity under this Agreement shall be billed
by SCCL as determined time to time by the TGERC and/ or any other
Competent Authority and the same shall be paid by TGSPDCL and
TGNPDCL in accordance with the following provisions:

SCCL shall present the bills for electricity supplied to TGSPDCL and
TGNPDCL from the Project for the previous month based on Energy
Account issued by Telangana State Load Dispatch Centre or any other
Competent Authority as per TGERC regulations applicable from time to
time.

Billing Centre of SCCL shall carry out billing and associated functions.
SCCL would submit the bills to the officer to be nominated by TGSPDCL
and TGNPDCL | ‘

The Monthly Bill for the Project shall include the Charges for Supply of
Electricity under this Agreement, taxes, duties, cess etc including additional
bills for the past period (s) on account of orders of TESERC/ Appellate
Tribunal for Electricity/ Other Courts/ Other Competent Authority (ies). If
for certain reasons some of the charges which otherwise are in accordance
with this Agreement, cannot be included inthe main Monthly Bills, such
charges shall be billed as soon as possible through Supplementary Bill(s).

TGSPDCL and TGNPDCL shall arrange payment of such Monthly Bill (s)
/ Supplementary Bill (s) promptly through irrevocable Letter of Credit at
the designated account of SCCL or through RTGS.The date of transferof
payment to SCCL account shall be considered as the date of payment for
computation of rebate or late payment of surcharge in respect of such
payment, The bill (s) of SCCL shall be paid in full subject to the condition
that —

i.  there is no apparent arithmetioal error in tho bill (9)
ii.  the bill (s) is /are claimed as per the notified / agreed tariff
iii.  they are in accordance with energy accounts issued by Telangana
State Load Dispatch Centre or any other Competent Authority as per
TGERC regulations applicable from time to time.
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6.1.6

6.1.7

6‘1.8

6.1.9

6.1.10

O

All payments made by TGSPDCL and TGNPDCL shall be appropriated by
SCCL for amounts due from TGSPDCL and TGNPDCL in the following
orderof priority:

i.  Towards Late Payment Surcharge, payable if any
ii.  Towards earlier unpaid bill (s) if any; and

fili. Towards the statutory dues like, other tax, royalty etc in the
current bill (s).

In case TGSPDCL and / or TGNPDCL dispute any amount, even then, it
shall pay 95% of the disputed amount forthwith and file a writtenobjection

“with SCCL within 30 days of presentation of the bill, giving following

particulars:

i.  Ttem disputed, with full details / data and reasons of dispute
ii. Amount disputed against each item

Provided that non acceptance of tariffs determined / approved by
TGERC shall not be a valid ground for dispute

The amount of excess / shortfall with respect to the said 95% payment .
based on finally determined amount in line with Article 6 shall be paid /

_adjusted with the applicable interest @ 15% per annum from the dateon

which the amount in dispute was payable / refundable

Monthly Bill: On or before each Billing Date, SCCL shall submit to
TGSPDCL and TGNPDCL a Monthly Bill based on (a) meter reading
(taken pursuant to Article 7) that has either been signed by both Parties or
certified by SCCL with respect to TGSPDCL and TGNPDCL refusal to sign
within five days of the Metering Date and (b) the Tariff, which will set out
the monthly Fixed Charges and the monthly Variable Charges with respect

to the Project covered under this Agreement. '

Each monthly bill for a billing month shall be payable by TGSPDCL and/or

"TGNPDCL in accordance with this agreement on or before the due date of

payment, which will be the date 60 days from the date of billing to the
designated officer of TGSPDCL and TGNPDCL.
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6.2 Supplementary Bills: Any amount due to SCCL by TGSPDCL and
TGNPDCL under this agreement other than the amounts set out in a
monthly tariff bill and the bills shall be payable within sixty (60) days after
presentation of supplementary bill(s) by SCCL to TGSPDCL and/or
TGNPDCL. This will include, but not limited to the following:

1. Claims for Income Tax;
ii.  Statutory duties, taxes, cess, levies, fee, royalty, etc.;
iii. Monthly tariff adjustments;
iv.  Water charges, NALA charges, etc.;
V. Ahy claims of central / state /local authorities / bodies, etc.;
vi. Any other claim admissible under this Agreement;

Any Supplementary Bill which reflects an amount owed by SCCL to
TGDISCOMSs shall be reflected as a credit in the next monthly bill.

6.3  Payment mechanism:
1) Letter of Credit (LC)

(a) The bills shall be presented to the Designated Officer of
TGDISCOMs for Payments. Payments by TGDISCOMs for the bills
raised by SCCL shall be made within 60 days through Letter of
Credit (LC).

{b) A revolving LC to be opened in favour of SCCL to cover one-month
receivables, subject to review of value of bills each year on 1st April.
() LC shall be valid for the term of the PPA by Renewing/ Revalidating/

Opening New LC in place of existing LC.

(d)LC charges in relation to opening, operation and maintenance shall be

TGDISCOMSs account.

2) Escrow Account

(a)In addition, TGDISCOMSs shall open an Escrow account by entering
Escrow Agreement with a Nationalised Bank (for the entire period of
PPA) thirty (30) days prior to effective date, to cover one-month
receivables valid for the tenure of the PPA as a back up to LC.,
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6.3.1

6.3.2

(b) TGDISCOM s shall cause all receipts of TGDISCOMs arising from
sale of power (both LT & HT) to be deposited in Escrow account
aggregating to an amount not less than LC amount.

{c)Such instruction shall be irrevocable during the term of this
Agreement. TGDISCOMSs shall not act in any manner as may
negatively affect the inflow of revenues into this account and shall take
such steps as may be necessary to assure the flow of the specified level
of revenues in such account during the term of this Agreement.

(d)In the event of TGDISCOM:s failure to pay any sums due to SCCL on
the due date of payment through LC or otherwise, when any sum is
due to SCCL, or in case of non-renewal of LC, SCCL by notice in
writing to the Bank holding the Escrow account, may require such
bank not to honour any of cheques, hundies and requisition presented
to it by or on behalf of TGDISCOMSs or any other drawls on the
account until after the claim of SCCL is first discharged.

(€) This arrangement shall continue parallelly with LC for the entire
period of this Agreement.

Rebate: Any rebate on the bills shall be as per TGERC Regulation:
Provided that no rebate shall be payable on the bills raised on account of
taxes, duties, royalty / cess etc.

Delayed Payment Charges: Delayed Payment Charges and its treatment
shall be as per the provisions of TGERC Regulation.
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7.1

7.2

7.3

7.4

7.5

7.6

Article 7: METERING

The interface meters, viz. Main and Standby meters, of 0.28 accuracy class
shall be installed and maintained by SCCL in coordination with
TGTRANSCO, TGDISCOMS as per Central Electricity Authority
(Installation and operation of meters) Regulations 2006 as amended from
time to time (or) as notified by TGERC and Check meter of 0.2S accuracy
class shall be installed and maintained by TGDISCOMS. Cost of the main
meter, standby meter and charge for all types of testing and calibrationwill
be borne by SCCL and those of check meter by TGSPDCL andTGNPDCL.

The main and check meters shall be installed on outgoing feeders and the
Standby meters on HV side of Generator Transformers and Station
Auxiliary Transformers.

The interface meters and the associated CTs and VTs/CVTs shall be got
tested for FACTORY ACCEPTANCE TESTS as per relevant IS/IEC and
for ACCURACY at an NABL accredited laboratory in presence of
representatives of TGTRANSCO and TG DISCOMS for ensuring their
healthiness and accuracy respectively.

The interface meters shall be tested at the time of installation at site for
accuracy using standard reference meter of better accuracy class than the
meter under test.

All the interface meters shall be sealed by SCCL and TG DISCOMS.
Whenever seals have to be removed for any reason, advance notice shallbe
given to other party for witnessing the removal of seals and resealing. The
breaking and resealing of the meters shall be recorded by the party, who
carried out the work, in the meter register, mentioning the date of removal
and resealing, serial numbers of the broken and new seals and the reason
for removal of seals.

Half yearly Checks: All the interface meters shall be checked foraccuracy
half yearly by TG DISCOMS and shall be treated as working satisfactorily
so long as the errors are within the limits prescribed for meters of the
specific class. SCCL shull exlend required coordinationand attend for the
check test.

Yearly Test for Accuracy: SCCL shall get the main and stand by interface
meters tested at an NABL accredited laboratory once in every year in the
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presence of representatives of both TGTRANSCO and TGDISCOMS.
TGDISCOMS shall get the check interface meters tested at an NABL
accredited laboratory once in every year in the presence of representatives
of both TGTRANSCO and SCCL.

7.8 SCCL shall install AMR modules for the interface meters to enable online
transmission of meters’ data to TGTRANSCO/TGDISCOMS.

7.9  SCCL shall provide Data Acquisition System (“DAS”) facility compatible
with TGSLDC’s Supervisory Control and Data Acquisition (“SCADA™)
system in consultation with TGSLDC for transfer of real time data to SLDC
as per IEGC 2010.

7.10  Monthly meter readings of main, check and standby meters shall be jointly
taken (and a joint acknowledgement thereof signed) by the authorised
representatives of SCCL, TGTRANSCO, and TGDISCOMS at an agteed
time on each Metering Date and also the load survey data shall be
downloaded through MRI. Whenever difference between the readings of
main meter and check meter for any month is more than thelimit specified
in CEA metering regulations 2006, as amended from time to time,
corrective measures shall be taken as mentioned therein. Whenever
difference between the readings of main meter and standby meters for any
month is more than 1.2%, procedure prescribed as incase of main &
check meters shall be followed.

7.11  Readings of the main meter shall form the basis of billing. In case of failure
of main meter or if the error of main meter is beyond the permissible limits,
billing for the month shall be done on the basis of the readings of check
meter and the main meter shall be replaced immediately. In case of failure
of both main meter and check meter billing for the month shall be done
based on the readings of standby meters and the main and check meters
shall be replaced immediately.
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Article 8: CHANGE IN LAW

8.1 Change in law: In the event of any new law, regulation or tax or in the event

9.1

of any change, amendment, modification or repeal of any law, regulation or
tax (including without limitation, any withholding taxes, cess, duties,
environmental taxes, - sales taxes, property taxes, import fees or
assessments) of any Government Authority after the date of effectiveness of
this agreement, detrimentally or beneficially affects SCCL, then SCCL
shall send a notice in writing to TGSPDCL and TGNPDCL regarding such
an event and both parties shall meet and endeavor to agree to an
amendment to this agreement to pass on the impact of suchan event to
TGSPDCL and TGNPDCL, which shall be settled through supplementary
invoice. If within 90(ninety) days after such notification, the parties are
unable to reach agreement on such amendment, or inthe event that an
agreement to amend has been reached but no amendment has been executed
within 30 (thirty) days after reaching of such agreement to amend, either
party shall have the right to commence the dispute resolution procedures
set forth in Article 12 to determine the appropriate amendment to this
agreement.

Article 9: IMPLEMENTATION OF THE AGREEMENT

All discretions to be exercised and directions, approvals, consents and
notices to be given and actions to be taken under these provisions unless
otherwise expressly provided herein, shall be exercised and givenby the
signatories to this Agreement or by the authorized representative(s) that
each Party may nominate in this behalf and notify in writing to the other
Party by Registered Post with Acknowledgement due. Any other
nomination of authorized representative (s) shall be informed likewise in
writing to / by TGSPDCL and TGNPDCL within one month of signing of

" the Agreement, Notwithstanding any nomination, the Chairman &

Managing Director / SCCL or his authorized representatives at its
Registered Office shall be authorized to act for and on behalf of SCCL.
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Article 10: DURATION OF THE AGREEMENT

10.1 This Agreement shall be deemed to be in force from date of synchronisation
of Unit 1 and in operation for twenty five (25) years from the date of
commercial operations (COD) of the project. This Agreement may be
extended, renewed, amended or replaced by another Agreement, on or before
the expiry of this Agreement, on such terms and for further period of time as
the parties may mutually agree subject to prior consent of TGERC.

Article 11: FORCE MAJEURE

11.1 No party shall be liable for any claim for any loss or damage whatsoever
arising out of failure to cairry out the terms of the Agreement to the extent
that such a failure is due to force majeure events such as war, rebellion,
mutiny, civil commotion, riot, strike, lock-out, forces of nature, accident,
act of God and any other reason beyond the control ofconcerned party. But
any party claiming the benefit of this clause shall reasonably satisfy the
other party of the existence of such an event and give written notice within
a reasonable time to the other party to this effect. Generation/drawal of
power shall be started as soon as practicable by the parties concerned after
such eventuality has come toan end or ceased to exist.

The Generator is entitled to claim only fixed charges and cannot claim any
consequent losses during Force Majeure Period

Article 12: ARBITRATION

12.1 All differences or disputes between the parties arising out of or in
connection with this Agreement shall be endeavored to be settled amicably
through negotiation between the Chief Executives of the respective parties
within 90 days, failing which shall be settled through arbitration as
provided herein.

In the event of any such differences or disputes between the parties, any
party may by a written notice of 30 days to the other party request
Telangana Electricity Regulatory commission (TGERC) to seftle such
disputes. The same shall be dealt as per the provisions of Electricity Act
2003. The place of Arbiiration shall be at Hyderabad.
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13.1

13.2

13.3

Article 13: GENERAL

Agreement final and complete: This Agreement contains the full and
complete understanding between the parties and supersedes all prior
arrangements and understandings whether written or oral appertaining to
the subject matter of this Agreement and may not be varied except by an
instrument in writing signed by all of the parties to this Agreement. No
representations or promises not expressly contained inthis Agreement have
any effect of modifying this Agreement.

Waiver: If any provision of this Agreement shall be adjudged by a court to
be unlawful void or unenforceable such provision shall to the extent

required be severed from this Agreement and rendered ineffective as far as

possible without modifying the remaining provisions of this Agreement and
shall not in any way affect any other circumstances or the validity or
enforcement of this Agreement.

No failure or delay on the part of the parties to this Agreement relating to
the exercise of any right power privilege or remedy provided under this
Agreement shall operate as a waiver of such right power privilege or
remedy or as a waiver of any preceding or succeeding breach by the other
party to this Agreement nor shall any single or partial exercise of any right
power privilege or remedy preclude any other or furtherexercise of such or
any other right power privilege or remedy providedin this Agreement all
of which are several and cumulative and are not exclusive of each other
or of any other rights or remedies otherwise available to a party at law or in

equity.

Circumstances not covered in this Agreement: The parties acknowledge
and accept that it has not been possible {o envisage all the circumstances
that may arise in the course of the dealings between the parties and
therefore it has not been possible to provide for all such eventunalities. In
the course of the implementation of the Agreement the parties may be faced
with matters which have not been expressly dealt with in this Agreement.

The parties shall discuss and find an appropriate solution to such matters
amicably and partles shall act on best endeavor basis keeping 1n view the
interest of both the parties. If the parties are unable to arrive at a settlement,
the matter shall be referred to arbitration in accordance with Article 12 and
the decision of the arbitrator(s} shall be final and binding on the parties.
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14.1

15.1

ARTICLE 14: NOTICE

All notices required or referred under this Agreement shall be in writing
and signed by the respective authorized signatories of the Parties mentioned
herein above, unless otherwise notified. Bach such notice shall be deemed
to have been duly given to the other party if delivered or served by
registered post/speed post or by any other mode with an acknowledgement
in term of Article 9.

Provided further that the parties are not precluded from issuing a notice by
a special messenger or any mode of information technology platform. In
case usage of information technology platform, a simple post copy
confirmation be sent by certified posting,

ARTICLE 15: ASSIGNMENT

SCCL acknowledges and accepts that TGDISCOMs shall (with the consent
of SCCL) be entitled to assign all its rights, duties, obligations and
responsibilities under this agreement to any other successor entities, either
wholly or partly and to one or more of them and in such manner as may be’
agreed to between TGDISCOMSs and the said successor entities with the
approval of TGERC and after due service of written notice of the proposed
assignment to SCCL.

Ypon such assignment taking place, the correspondmg rights, obligations

ad interest of TGDISCOMs shall in connection with this agreement or
inicidental thereto devolve on the successor entities:

Provided that TGDISCOMs shall continue to be responsible for all
obligations outstanding prior to the date of assignment, until these are fully
discharged by the successor entities:

Provided that at a subsequent date, the successor entities refuses to accept
any rights / obligations / liabilities as not devolving on them, these will

“automatically revert to TGDISCOMSs, who shall discharge their obligations

in respect of such rights, obligations and liabilities without any demur:

Provided further that, in the event of the successor assignees refuses to
perform any or all obligations that have devolved on them pursuant any
scheme of sale / transfer of any of the parties, then the subsisting parties to
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the agreement may bring such situation to the notice of the TGERC and
TGERC will be required fo pass any appropriate orders requiring
compliance by any other authority including but not limited to government.

15.2  Intentionally left blank.

15.3  Intentionally left blank.

15.4  Intentionally left blank.

155  For the purpose of obtaining financing for the Project, SCCL may assign or
create security over its rights and interests under or pursuant to this
Agreement to any one or all the lenders of this Project.

IN WITNESS WHEREOF THE PARTIES HAVE SIGNED THIS AGREEMENT
ON THE DAY MONTH AND YEAR FIRST WRITTEN ABOVE.

ﬁ,‘br and on behalf of

" THE SINGARENI COLLIERIES
COMPANYLIMITED

o

DIRECTOR (E8M)
The Smgareﬁi Collieties Go. Lid
KOTHAG DEM - 507 101.

In the presence of

For and on behalf of
TGDISCOMS
V» me_ww-«»—-
CV- PRA-BHAKCHR)

CHIEF ENGINEER
© (IPC), TGSPLCL,
1. Corporate Office, 6-1-50,
Mint Compound, Hyd-500004.

TGSPDCL
Lg g_wﬁ!"pf '
2. C"hlef Englneer
iPC & RAC, TgGNPDGL
ARAN
TGNPDCL GAL.

In the presence of

X Q‘M _ [6’{336
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ANNEXURE-1

SINGARENI THERMAY. POWER PROJECT

(2X600MW)
DETAILS OF PROJECT COST ‘
SLNo | Description ) | Rs. Crores
1 | Total BTG Package 3681.22
2 Total Cost of BoP 916.01
3 Total Cost of SCCL Scope Works 1002.48
4 Erection, Testing and Commissioning including insurance |
4.1 BTG 439.74°
4.2 BoP 154.00
5 Taxes, Duties, Freight & Insurance 860.05
6 Contingencies 38.00
7 Establishment Costs 55.00
8 Consultancy & Engineering 127.00
9 Start up Fuel 40.00
10 Operator training 150
11 Financing Expenses 10.00
12 Interest During Construction 925.00
Total Cost §250.00 |
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1.1

1.2

ANNEXURE-II
COMMISSIONING & TESTING
Commissioning and Testing
Guidelines

The commissioning of the Project will require satisfactory performance ofa
number of tests prescribed to demonstrate conformance with regulatory
requirements.

An Installed Capacity Test shall be carried out during the Reliability Run as
defined in the "Tests on Completion” in the EPC Contract entered into, orto
be entered into, by SCCL for the purposes of the Project.

SCCL shall give TGSPDCL and TGNPDCL at least fifteen (15) days prior
written notice of the date on which the Installed Capacity Test will
commence.

SCCL, TGSPDCL and TGNPDCL shall designate representatives to
witness and observe the test. The Generating Unit shall be operated within
the manufacturer's specified limits and in accordance with Prudent Utility
Practices for the duration of the test. '

Test Conditions - General Considerations

The Installed Capacity Test shall be designed and carried out in accordance
with standard ASME PTC 6 - Turbo-Generators.

(i) The Installed Capacity Test will be run under any and all ambient
conditions (temperature, humidity etc) that may exist during the time
of the Installed Capacity Test, and no corrections in final generator
gross output will be allowed as a result of prevailing ambient
conditions.

(i} The fuel will be within the range of the fuel specification in the Coal
Supply Agreement (CSA). In addition, the ability of the Power Stationto
meet rated capacity with fuel of the lowest quality permitted under the
CSA will be demonstrated.

\'/'cﬁ»uEF‘E‘ NGINEER

- {IPC), TGSFLCL,
Corporate Office, 6-1-50,
Mint Comnound, Hyd-600004.




,‘“‘ O

“a

(ifi) Correction curves will be used if Grid operation during the Installed
Capacity Test exceeds the Grid Technical Limits.

(iv) The Installed Capacity Test shall be deemed to have demonstrated the
gross generation capacity of the Generating Unit under all design
conditions and therefore no adjustments shail be made on account offuel
quality or ambient conditions.

(v) Electrical system Characteristics Test shall demonstrate the Projects
ability to operate within the limits of the electrical system
characteristics. Electrical system characteristics compliance shall be
deemed to be achieved in case of:

(a) Voltage provided the Project operates within the nominal
voltage levels of the Grid for the duration of the Installed
Capacity Test. If during the test, voltage tests cannot be
performed due to Grid constraints, data supplied from tests ofthe
generator step-up transformers and generator supplied by the
manufacturers shall be used to establish the ability of the Project
to operate within the specified voltage limits.

(b) Grid frequency provided the Project operates within the nominal
frequency levels for the duration of the InstalledCapacity Test.

{c) Power factor, provided the Project operates within the power
factor range for the duration of the Installed Capacity Test. If,
during the Installed Capacity Test, power factor tests cannot be
performed due to Grid constraints, data supplied from tests ofthe
generators and the generator step-up transformers suppliedby the
manufacturers shall be used to establish the ability of the Project
to operate within the specified voltage limits.

Electrical output shall be measured at the generator terminals using testclass
instruments with an overall measurement uncertainty of £+ 0.5% (utilizing
meters of class 0.2S accuracy) as per ASME PTC 19.1. The metering
system shall be capable of measuring instantaneous output (MW), hourly
average power (MW) and the integrated energy over the relevant test period
(MWh).

The generating Unit shall not be treated as passing its Installed Capacity
Test unless it has demonstrated an Installed Capacity of at least equal to
540 MW.
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1.3

1.4

14.1

1.4.2

1.4.3

Installed Capacity Test

For each generating Unit, Installed Capacity Test shall be carried out at
maximum continuous rating over a continuous period of seventy-two (72)
hours for determination of installed capacity of the unit. Provided that ifany
Generating units Installed Capacity is determined to be higher than 600
MW, including if any permitted retest shall result in such Generating units
Installed Capacity being higher than 600 MW, then the Installed Capacity
of such Generating Unit shall be limited to 600 MW and shall apply for the
purpose of calculation of PLF.

A Generating Unit shall not be rejected by TGDISCOM:s on the grounds of
the installed Capacity test being demonstrated, at less than 540 MW in spite
of the best efforts made by SCCL.

Test Results

Within five (5) Days after the conclusion of the Installed Capacity Test
SCCL shall submit a written report to TGSPDCL and TGNPDCL which
shall contain:

{i) details of the results of the tests including sufficient data to
demonstrate that all requirements of the Installed Capacity Test and
the Electrical System Test have been met;

(i1) if a Generating Unit has passed the Installed Capacity Test for the
purposes of COD, the date and time for commencement of
Commercial Qperation for each of such Generating Units for the
purposes of this Agreement.

If TGSPDCL and / or TGNPDCL dispute any or all of the results contained
inthe report provided by SCCL pursuant to paragraph 1.4.1 above then
TGSPDCL and / or TGNPDCL shall initiate the Informal Dispute and

- Arbitration detailed in Article 12 of this Agreement.

Energy generated during testing and commissioning:- At all times after the
Scheduled Date of Synchronisation of each Generating Unit, TGSPDCL and
TGNPDCL shall accept all electrical output produced by such Generating
Unit during start-up, commissioning and testing performed pursuant to
Article 3 of this Agreement.

w' ‘ir\-— “"““""""K —.
CHIEF ENGINEER
- (PC), TGSPOCL,

Care =te Gies, 8150,

fint o0 oung, o BEEG

10




ANNEXURE-III, ANNEXURE-IV & ANNEXURE-YV : Deleted

\érﬁEF ENG NEER

{iFC), TGSPRCL,
Corporate Qffics, 6- 1-50,
Mint Campound, Hyd-500004.







Annexure - B : TGERC Multiyear tariff order dated
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- TELANGANA ELECTRICIT GULATORY COMMISSION
sth Floor, Singareni Bhavan, Red Hills, Lakdi-ka-pul, Hyderabad 500 004

ORDER

TRUE UP FOR FY 2022-23
AND

MULTI YEAR TARIFF (MYT)
FOR FY 2024-25 TO FY 2028-29

SINGARENI THERMAL POWER PROJECT
(2x600 MW) OF
THE SINGARENI COLLIERIES COMPANY LIMITED

28.06.2024
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TELANGANA ELECTRIClT REGULATORY COMMISSION
5t Fioor, Singareni Bhavan, Red Hiils, Lakdi-ka-pul, Hyderabad 500 004

0.P.No.4 of 2024
Dated 28.06.2024
| Présent |
Sri. T. Sriranga Rao, Chairman

Sri. M. D. Manohar Raju, Member (Technical) .
Sri. Bandaru Krishnaiah, Member (Finance)

Between:

The Sihgareni Collieries Company Limited, ' S

Kothagudem Collieries, Bhadradri Kethagudem District 507 101. ... Petitioner.
| AND :

1. Southern Power Distribution Company of Telangana Limited,
Corporate Office, # 6-1-50, Mint Compound, Hyderabad 500 063;

2, Norther‘n' Power Distribution Company of Telangana Limited,
H.No.2-5-31/2, Corporate Office, Vidyut Bhavan, Nakkalagutta, _
Hanamkonda, Warangal 506 001. ... Respondents.

Singareni Collieries Company Limited (SCCL or petitioner) filed the ‘Peition on
30.01.2024 under Sections 62 and 86(1)(a) & 86(1)(b) of the Electricity Act, 2003 and
under the provisions of (Terms and Conditions of Generation Tariff) Regulation No.1
of 2019 for Truing-up of the Aggregate Revenue Requirement for FY 2022-23 and
under the provisions of Telangana Electricity Regulatory Commission(Multi Year
Tariff) Regulation No. 2 of 2023 for Multi Year Tariff for FY 2024-25 to FY 2028-29 for
2x600 MW Singareni Thermal Power Plant (STPP).

The Commission, in exercise of its powers under the Electricity Act, 2003, Regulation
No.1 of 2019; Regulation No. 2 of 2023 and after considering Petitioner's submissions,
suggestions and objections of the other stakeholders, responses of Petitioner, issues
that are raised during the Public Hearing and all other relevant material, passed the
following:
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1.1.2

ORDER
Chapter-1
Introduction

Background
Telangana Electricity Regulatory Commission (herein referred to as TGERC or
the Commission) was constituted by the Government of Telangana (GoT) in
terms of the provisions of Schedule Xil(C)(3) of the A.P. Reorganisation Act of
2014, read with Section 82 of the Electricity Act, 2003 (Act) vide G.0.Ms.No.3,
Energy (Budget) Department, dated 26.07.2014.
The Singareni Collieries Company Limited (SCCL) is a coal mining company
incorporated under the Companiefs' ‘Act, 1956. The Company is owned by
Government of Telangana '(GoT) with 51.096% shareho'ld"ing . ‘The other

_ jshareholders of the company are Government of India (Gol) and private
{"shareholders in the ratlo of 48. 902% and 0. 002% respectlveiy ' ‘
3 SCCL has entered in.the- busmess of power generatlon by settlng up a 2x600

MW coal based thermal power plant VIZ Slngarem Thermal Power Plant
(STPP) in Jaipur of Mancherlal Dlstrlct Unlts | & Il of STPP achleved COD on

25 :09.2016 and 02.12.2016 respectlvely

SCCL had entered into a Power Purchase Agreement (PPA) on 18. 01 2016 with

- two dlstrlbutlon companies of Telangana (TGDlscoms) for the power generated
- from STPP which will be sold to them at a tariff decided by the Commlssmn

The PPA shall remain valid for a penod of 25 years from the COD of the last
Unit (i.e., Unlt-ll)

The Commnssron in its Order dated 28 08.2020 trued- -up the capltal cost and
annual fixed charges for 2x600. MW STPP: upto 31.03.2019 and determined the
tariff for STPP during MYT perlod of FYs 2019-24. '

" The Commission in its Order dated 23.03.2023 trued-up the Aggregate

Revenue Requirement and revenue for FY 2019-20 to FY 2021-22 and revised
the Tariff for FY 2022-23 and FY 2023-24.

Statutory Provisions

As per Section 62 of the Electricity Act, 2003 the Commission can determine
the tariff for supply of electricity by a generating company to a distribution
licensee, further the Commission is empowered to determine tariff for
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generation and sale of electricity within the State under Section 86(1)(a) &
86(1)(b) of the Act.

The Commission had notified (Terms and Conditions for Determination of
Generation Tariff) Regulations, 2019 [Regulation No.1 of 2019] which came into
force from the date of its publication in Telangana Gazette i.e., on 01.02.2019.
As per clause 3.13.1 and other applicable clauses provided in Regulation No.1
of 2019 and clause 6.2 and other applicable clauses as provided in Telangana
Electricity Regulatory Commission '(Multi Year Tariff) Regulation, 2023
[Regulation 2 of 2023] the SCCL is required to file a petition for‘truing-up of
generation tariff for STPP for FYs 2022-23 and Multi Year Tariff of the Control
Period FY 2024-25 to FY 2028-29 respectively. For the sake of convenience the
applicable clauses of Regulation No.1 of 2019 and Regulation 2 of 2023 are
reproduced below:

. Regulation No.1 of 2019 _
3.13 End of the control period Review

3.13.1 The Generating Entity shall file a petition for End of the control period
. Review and truing-up of the Aggregate Revenue Requirement and
revenue for FY 2021-22 and FY 2022-23, and provisional trumg-up for

the FY 2023-24, by November 30, 2023,

Provided that the Petition shall include information in such form as may
be stipulated by the Commission, together with the Accountmg
Statements, extracts of Books of Account and- such other- details,

including cost accotinting reports or extracts thereof, as it may require to
assess the reasons for and extent of any difference in operational and
financial performance from the approved forecast of Aggregate Revenue
Requirement and expected revenue from tariff.

3.13.2 The scope of the End of control period Review shall be a comparison of
the actual operational and financial performance vis-a-vis the approved
forecast for the third, fourth and fifth Year(s) of the controf period;

3.13.3 Upon completion of the review under clause 3.13.2 of this Regulatton
the Commission shall attribute any variations or expected variations in
performance, for variables specified under clause 6.7 & clause 6.8 of this
Regulation, to factors within the control of the petitioner (controliable
factors) or to factors beyond its control (uncontrollable factors).

3.13.4 Any variations or expected variations in performance, for variables other
than those specified under clause 6.7 of this Regulation, shall not
ordinarily be reviewed by the Commission during the control period and
shall be attributed entirely to controflable factors:

3.13.5 Where the petitioner believes, for any variable not specified under clause
6.7, that there is a material variation or expected variation  in
performance for any Year on account uncontrollable factors, it may apply
to the Commission for inclusion of such variable.
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Regulation No.2 of 2023
6.2  The petitions to be filed for each control period under this Regulation are
as under:

a) Multi Year Tariff petition shall be filed by 30" November of the
year preceding the first year of the control period by generatmg
entity, comprising:

i True-up of preceding year for generation busmess,
i, True-up of preceding year for integrated mine;

i, Proposal of Tariff for each- year of the contro! period for
generatlon busmess

Present Petltlon

SCCL has filed the present petition on 30.01 2024 in accordance with Sections
62, 86(1)(a) & 86(1 )(b) of the Electrlclty Act, 2003 read with clause 3.13.1, and
other applicable clauses provided: in Regulatlon No.1 of 2019 for trumg up of

: m_generatlon tariff from 1st Apn[ 2022 to 315t March 2023. SCCL has also filed the
petltlon for Mutti Year Tariff for: FY:2024-25 to FY 2028-29 for 2x600 MW
‘. Slngarenl Thermal Power Plant: (STPP) in. accordance with Regulatton No 2 of

11,10

SCCL has submitted that whlle t" iling present Aggregate Revenue Requurement

o (ARR)ITarlff proposals, the: SCCL has- endeavoured to comply with the various

applicable legal and regulatory directions of the Commission ‘Inct_ludl_ng the

-directions contained in the ‘Conduct of Business’ Regulations, 201 5 (Regulation
' No 2 of 2015), Regulation N6.1 of 20'19 and Regulation No.2 of 2023 notified

1.4.11

1.1.12

1.1.13

by the Commission.

SCCL further submitted that based on the information avaltable |t has made
bonafide efforts to comply with the directions of the Commission and discharge
its obligations to the best of its abilities..

Admission of Petition and Regulatory Process

The petition was examined and found to oe generally in order as required under
Conduct of Business Regulation, 2015 (Regulation No.2 of 2015). The original
petition has been taken on record by assigning the O.P.No.4 of 2024.

Data Gaps and petitioner's Responses

During scrutiny, the filings of the petitioner were found to be deficient in certain
aspects and therefore, additional information was sought. The Commission has
considered the original filings and additional information submitted by the
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petitioner.

Public Notice

" 1114 The petitioner, in conformity of the Commission’s directions, issued Public
Notice for inviting objections/suggestions of the stakeholders on the filing of the
true-up for FY 2022-23 and MYT for FY 2024-25 to FY 2028-29 in two (2)
English, two (2) Telugu daily and One (1) Urdu daily newspapers on 14.02.2024
[Annexure-1(A)]. In the Public Notice it was also stated the intention of the
Commission to conduct Public Hearing in the Court Hall of TGERC, 5% Floor,
Singareni Bhavan, Red Hills, Hyderabad on 08.04.2024 from 11.00 hrs
onwards. The filing (along with supporting material) was hosted by the petitioner
as well as the Commission on their respective websites.

1.1.15 Initially, the objections/sugg.estions on the filing were to be filed before the
Commission by 05.03.2024. But, considering the request form the stakého[ders,
the. Commission has extended the  last date for - submitting
objections/suggestions on the filings to 14.03.2024. Accordingly, the petitioner

- has issued the revised Public Notice in the daily newspapers on 14.03.'2024
[Anhexure-1(B)]. Further due to administrative reasons the Public Hearing
originally scheduled on 08.04.2024 was rescheduled td .19.04.2024
[Annexure-1(C)] The same information was posted and scrolled in the
homepage of the website of the Commission. '

Response to the Public Notice

1.1.16 In response to the Public Notice, two (2) stakeholders have submitted their
Objections/Suggestions on the filings of True-up for FY 2022-23 and Multi Year
Tariff for the period FY 2024-25 to FY 2028-29. The list of stakeholders who
submitted written objections/sUggestions on filings is enclosed at Annexure-Il.

1.1.17 The Petitioner was directed to furnish.reply on the objections/suggestions of
stakeholders in writing, marking copy of the same to the Commission, by
20.03.2024. The objections/suggestions of stakeholders and the responses of
the Petitioner on the same has been posted both on the websites of the
Petitioner and the Commission.

Public Hearing
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1.1.18

1.1.18

Ge)

In the Public notice it was also stated that the Commission intended to conduct
Public Hearing in the Court Hall of TGERC, 5% Floor, Singareni Bhavan, Red
Hills, Hyderabad on 08.04.2024 from 11.00" hrs onwards. Later on, due to |
administrative reasons, the Public hearing was scheduled on 08.04.2024 was
postpbned and the public hearing was rescheduled to 19.04.2024 at 11.00 am
in the Court Hall of TGERC. The same information was posted on the website
of the Commission. S )

The Commission has conducted the Public Hearing on 19.04.2024 in
attendance of the Petitioner, the Reep'ondents, and the other interested
stakeholders. During the Public Hearing, fhe Petitioner has made a brief
submiseion on its filings and then th'e"f.Commission heard the Reepondents and
otﬁer stakeholders desiring to be heard. Atthe end, the Petitioher responded on

,’_the |ssues raised by the objectors and on dlrectlons of the Commlsswn filed a

. _....wrltten submission regarding the same The list of persons who have presented

their objectlons/suggestions in Pubilc Hearlng held on 19.04. 2024 is enclosed

o atAnnexure MI.
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Chapter-2
Summary of Filings

Petitioner's Submissions
This petition is filed for approval of truing-up for FY 2022-23 and Muli Year Tariff
for FY 2024-25 to FY 2028-29 for 2x600 MW Singareni Thermal Power Plant.

"The Petitioner has made the following submissions in their original filings and

the additional submissions: ‘

Annual Accounts of SCCL for FY 2022-23;

Audited details of the break-up of Actual capital cost of STPP up to
31.03.2023. '

¢)  The details of Additional Capitalisation for FY 2022-23 to FY 2023-24.

a)
b)

True-up for FY 2022-23

The summary of the true-up of Aggregate Revenue Requirement for
FY 2022-23 as claimed before the Commission is submitted below: . -

Table 2-1: Summary of ARR.as claimed for FY 2022-23

Rs. in crore
- . FY 2022-23 ‘
N MYT/Tariff . |- True-U
Particulars Order April-March | require mznt
Approved Audited Claimed
. { Annual Fixed Charges
‘| Operation & Maintenance Expenses 220.09 304.61 304.61
Depreciation 400.36 400.54 400.54
Interest and finance charges on loan 224.24 266.65 266.65
Interest on Working Capital ' 83.51 98.65 98.65
Return on Equity 436.41 ~ 481.81 481.81
Annual Fixed Charges 1364.61 1552.26 1552.26
Energy Charges
Energy Charge Rate (Rs./kWh) 3.347 3.343 3.343
Scheduled Energy-Ex-bus (MUs) - 8741.958 8741.959 8741.959
Variable Charges 2925.93 2922.44 2922.44
Other Charges
Incentive 0.00 16.03 16.03
water charges, Audit fee & Tariff
filling fee 0.00 2.30 2.30
Total Gross ARR 4493.03 4493.03
Less: Non-Tariff Income 13.33 9.27 9.27
ARR to be recovered from Tariff 4483.76 4483.76

*It is observed that the values shown under MYT/Tariff Order are MTR Order revised

approved values for FY 2022-23.
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Multi-Year-Tariff for the period FY 2024-25 to FY 2028-29
The AFC claimed by the SCCL for the period FY 2024-25 to FY 2028-29 is
shown below:

Table 2-2: AFC and Energy Charge claimed by the Petitioner for the period
FY 2024-25 to FY 2028-29

Rs. in crore
2024-25 | 2025-26 | 2026-27 | 2027-28 2028-29
Particulars n+1 n+2 n+3 n+d4 n+5

Projected | Projected | Projected | Projected | Projected

Annual Fixed Charges
Operation & Maintenance

356.200 37617 307.25 419.52 443.05

Expenses L

Depreciation 403.52 404.17 404.17 404.17 404 .17
Inforest and finance charges | 217.44 | 18144 | 14444 | 10745| 7015
Interest on-Working Capital 96.66 96.59 96.49 | 96.37 96.39
Return on Equity 485.68 486.33 | . 486.33 486.33 486.33
Less: Non-Tariff Income 3.80 4.08 4.29 - 451 4.73
.Annual Fixed Charges 1555.60-| 1540.30 1524.09 1509.04 | 1495.35
Energy Charges L '

Energy Charge - Rate A ] Lo
{Rs./kWh) L .37‘8‘?6 3876__ ) ‘_1:3.876 3876 .~ 3.876
‘-'(Snﬁ'l]i‘)’“'ed Energy-Ex-bus | g704.656 | 9055.238 | 9055.238 | 9081.297 | 9055.238
Energy Charges ~3408.81 | . 3509.81 3509.81 3519.91 3509.81
_Other Charges . R -

-Incentive . 18.66 +.31.69 31.69 31.84.| = 31 .69
Water charges, Audit fee & e ol

Tarif filing fee 0.00 | -7 0.00 0.00 0.00:} = /0.00
Sub Total (Other Charggs) 18.66 31.69 31.69 31.84. . 31 .69

Grand thal 4983.07 | 5081.80 | 5065.59 | 5060.79° 5036.85

Energy Charges for the period FY 2024-25 to FY 2028-29

215

'The Energy Charge Rates (ECR) prolected by SCCL for FY 2024-25 to

FY 2028 29 is as shown in the Table below: -

Table 2-3: Summary of ECR as cla:med by the Petlt:oner for the period
FY 2024-25 to FY 2028-29 ‘

_ Rs. in crore
2024-25 | 2025-26 | 2026-27 | 2027-28 | 2028-29
Particulars Units n+1 n+2 n+3 nt4 n+5
) : ~Pr_ojactad " Projected | Projected | Projected | Projected
Auxiliary Consumption % 5.75 5.75 5.75 575 5.75
Gross Station Heat Rate | kcallkWh 2300 2300 2300 2300 2300
Secondary Fuel ol ml/kWh
consumption 0.5 0.5 0.5 0.5 0.5
Calorific Value of kecal/ml
Secondary Fuel 10.00 10.00 10.00 10.00 10.00
Landed Price of Rs./ml
Secondary Fuel 0.07 0.07 0.07 0.07 0.07
Sross Calorific Value of | keallkg | 3749 45 | 3719.48 | 3719.48 | 3719.48 | 3719.48
Landed Price of Coal Rs./kg 5867 5867 5867 5867 5867
Specific Coal kg/kwh
Consumption 0.617 0.617 0.617 0.617 0.617
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2024-25 | 2025-26 | 2026-27 | 2027-28 | 2028-29
Particulars Units n+1 n+2 n+3 n+4 n+5
Projected | Projected | Projected | Projected | Projected
Rate of Energy Charge Rs./kWh
from Primary Fuel 3.841 3.841 3.841 3.841 3.841
Rate of Eniergy charges Rs./kWh
from Secondary Fuel 0.035 0.035 0.035 0.035 0.035
ECR Rs./kWh 3.876 3.876 3.876 3.876 3.876
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3.1.2

Chapter-3
Issues raised by Stakeholders, responses of Petitioner and
Commission’s View

Objections/suggestions made on filings

Two (2) stakeholders have filed objections/suggestions on true-up of STPP for
FY 2022-23 and on MYT for the period FY 2024-25 to FY 2028-29. The
Petitioner has filed replies on the objections/suggestions received from the
stakeholders. For the sake of e[arit'y,'the objections/suggestions raised by the
stakeholders and responses of ‘tﬁel Petitioner have been consolidated and
summarised issue-wise. The Commission has concluded all the
objectiens/suggestions of the stakeholders made in writing and the responses
to-them by the Petitioner. o

General

o :Stakeholders Submrssrons

The Stakeholders objected to the 31 prayer of the Petition where the Petltloner

- hes sought orders not to apply the components of normative / operatlonal

3.13-
absolute contravention to the Tariff Regulation No. 2 of 2023 as ..jwel_l as the

3.1.5

parameters stipulated in the Regulatlon No. 2 of 2023, which are Iess benef cial
to STPP Project.
At the outset, the stakeholders submitted that the Petitioner's 31 prayer is in

;pro{/'isi"on_s of the PPA (Preamble) as extracted below:

“The terms and conditions of the Power Purchase Agreement are as per
prevailing TSERC regulations and.any changes in TSERC regulations
that may occur in future shaﬂ be applicable for all operating norms or any
other parameters.”

Since the PPA between the parties is sacrosanct and binding upon the parties,
while the Tariff Regulations are etatutory in character and 'binding on all the
regulated entities including the Petitioner, hence, the 3™ prayer of the Petitioner
for selective application of norms /parameters of Tariff Regulation 2 of 2023 to
its STPP Project, is legally not sustainable and the Commission is requested to
dismiss the same.

Further the Stakeholders have submitted that before taking up the exercise of
tariff determination for STPP Project for the Control period FY 2024-29, the
Commission is required to undertake the truing-up of expenditure / tariff claimed
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by the Petitioner, vis-a-vis the Tariff approved by the Commission for the
previous Control period FY 2019-24, vide its orders dated 28th August 2020 in
0.P.No.5 of 2019 & batch and also the orders dated 23 March 2023, passed
by the Commission in the Mid-Term Review order in the Petition, O.P.No.77 of
2022 filed by the Petitioner, where-under the Commission has approved revised
Annual Fixed Charges (AFC) for FY 2022-23 to FY 2023-24, after taking into
account the truing up of expenditure of STPP up to FY 2021-22. The Petitioner
is obligated to file the True-up Petition for the balance period previous Control

- period (FY 2022-23 to FY 2023-24} in pursuance of the aforesaid Mid- term

Review order, since the closing balances of outstanding Debt and Equity (as
approved in the said order)' as on 31%t March 2024 would become the opening
balances on 1%t April 2024 for Tariff determination for the next Control-period FY
_2024-,«29. However, since the FY 2023-24 is yet to be completed andj audited

' ﬁgures for FY 2023-24 would not be available to the Petitioner, as _sui:h, the

Commission may undertake the exercise of Tariff determination for Multi Year

- . Tariff forthe Conirol Period from FY 2024-29 based on the A(ctual audited figures

of ekpenditure for FY 2022-23 subject to prudence check while the truing Up of

~ expenditure for FY 2023-24 can be taken up subsequently in the Mid-Term

3.1.6.

Performance Review. }

The Commission is also required to take into account, the Capital Investment
Plan and Business Plan Petitions filed by the Petitioner for the next Control
period (FY2024-29) under O.P.N0.25 of 2023 and O.P. No. 26 of 2023 and the
order passed by the Commission in these Petitions, as any Additional
Capitalization, if approved in the said Petitions, would add to the outstanding
Debt and Equity as on 1t April, 2024, viz., the beginning of the Control period
FY 2024-29, which parameters will be used in the Tariff computation.

The Commission needs to“ apply 61(d) of electricity act 2003 for determination
of the MYT tariff. This clause provides safe guarding consumers interest and at
the same time recovery of electricity cost in a reasonable manner. Thereby only
reasonable cost has to be allowed.

Petitioner’s Resplies

The Petitioner has submitted that the requirement of stringent future norms
would be proper only if the present norms are giving over achievement to
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3.1.1{0

generator. But, where the normative figures are unachievable in FY 2019-24,
more stringent norms for future period FY 2024- 29 would make the generator
to go worse than present situation as it would impact more & more under-
recovery for the generating station. Therefore, such more stringent regulation is
of no use and in fact contradicts section 61 of Electricity act 2003.

As regards the true up and MYT exercise to be taken by the Commission, the
Petitioner has submitted that these are. mamly reproductlon of some figures and
rules. The Commission was requested by the stakeholders in para 6 that the
tariff determination to. be undertaken for Multlyear tariff FY 2024-29 based on
Actual audlted flgures of expenditure for FY 2022-23 subject to prudence check
while trumg up of expenditure for FY 2023-24 can be taken- up subsequently in
the M|dterm review. To this extent we agree to the procedure for trumg up and

-determlnatlon of multl-year tariff for FY 2024-29.

The stakeholders themselves have ralsed the pomt on recovery of cost on which

o SCCL submits that the recovery does not depend only on billing as per tariff but

" also rely on the consequentlal compllance of payment for admltted bl"S The

TGDlscoms have canvassed that generator is entitled for mterest on the due
amount But the TGDiscoms; Oblivious of the rules passed on 03: 06. 2022 by

. the Government of India to the effect that if the TGDiscoms failed to prowde

,payment security mechanism and failed-to pay monthly bills for two months the

" -{generator is entitled to terminate the PPA and sell power in open access If the

3.1.11

3.1.12

3.1.13

contentlon of TGDiscoms is to be accepted no bank/ financial mstltutlon in the
country should take recovery steps on the ground that they are ‘entitled for
interest for the delay occurred in payment on due date.

In the public hearing, the objector raised the point on accumulated dues not paid
by TGDiscoms so far and expressed a'nguish on this.aspect.

Commission’s View

The Commission while issuing this Order has taken into account the broader
objective of the Electricity Act 2003. The Commission has also considered the
regulatory integrity while safeguarding the interests of all stakeholders involved.
As regards the relaxation in norms for operational parameters, the Commission
is of the view that the MYT Regulation 2 of 2023 were framed after due

consuiltation process and the norms for operational parameters have been
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3.1.14

3.1.15

&

specified in Regulation. Hence, the Commission has approved the norms of
6perational parameters as per the MYT Regulation 2 of 2023 without any
deviation.

Regarding approach to be adopted for approving the tariff for next Control
Period FY 2024-25 to FY 2028-29, the Commission agrees with the approach
suggested by the stakeholder that at this stage tariff for next control period is to
be determined based on truing.up figures for FY 2022-23 and once the truing
up for FY 2023-24 is done, the figures will be revised accordingly.

Return on Equity
Stakeholders’ Submissions

The Stakeholders have submitted that the against capital cost of Rs.7745.32

Crore approved by the Commission at the end of FY 2021-22, the Petltloner has

prOJected a closing capltal of Rs 7826.39 Crore. It has claimed true-up on

~Rs, 7762.28 Crore agalnst the capttal cost of Rs 7745.32 Crore approved by the
- Commission. For FY 2023-24, aga[nst the capital cost of Rs.7745. 32 Crore
. approved by the Commission, SCCL has estimated it to increase to Rs. 7805.62

Crore Based on the pro;ectlons the Petitioner has claimed return on.equity at
higher level and sought true-up accordmgly For FY 2022-23, it has claimed RoE
of Rs.481.81 Crore against Rs.436.41 Crore approved by the Commlsswn
Similarly for the FY 2023-24, it has claimed RoE of Rs.483.69 Crore against
Rs.436.40 Crore approved by the Commission. For the period FY 2024-25 to
FY 2028-29 , for FY 2024-25, the Petitioner has projected RoE of Rs.485.68
Crore and for the next four years Rs.486.3 Crore per year. When rate of return
on equity is constant and without increase in equity, the Petitioner has not
explained as to how it has claimed highér'return on equity. The claims of SCCL
are subject to the terms and t:o_nd_iti_o'né in'the PPA approved by the Commission.
As such, claims for increased capital costs and true-up claims should not be
allowed. If SCCL incurs additional capital costs, they can be covered in the O&M
costs approved by the Commission, unless they are approved by the
Commission as per terms of the PPA. Claiming and allowing additions of capital
costs during the entire period 25 years of the PPAis an unhealthy practice much
to the detriment of larger consumer interest, though SCCL is claiming that it is
making these claims as per the latest Regulation No.2 of 2023.
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3.1.16

The Stakeholders have submitted that the Petitioner has claimed the Return on
Equity (RoE) at the base rate of 15.5% on enhanced Equity (after considering
Additional Capitalization of Rs.16.96 Crore (30% as equity @ Rs.5.09 Crore)
for FY 2022-23 and Rs. 43.35 Crore (30% as equity @ Rs.13.005 Crore) for FY
2023-24, thereby raising the Base Equity to Rs. 2341.69 (increase in equity @
Rs.18.09 Cr.) as against the approved Base equity of Rs.2323.60 Crore, even
without obtaining the approval of the Commission, and calculated simple RoE
@ Rs.362.96Cr. as agamst the. approved RoE @ Rs. 360.158 Cr. which is not
permissible. Further, the Petlttoner grossed up the 31mple RoE with the regular
income tax rate @ 25. 17% (rate applicable for the SCCL. Company as a whole
for Coa! and Power business) as agalnst the concessional MAT rate of 17.472%
aIIowed for STPP Power generatlon business, which has Ied o hlgher RoE

-'cla:m of Rs. 481.81 Crore for FY 2022-23 & Rs. 483 69 Cr. for FY 2023 24 as

dlsallowed the grossmg up of RoE w1th h[gher Income Tax rate in the Mld-term
s Rewew order dated 23 03 2023 (Table 337 of TGERC order) smce the

Petltloners claim was: not |n consonance with the clauses 11 34 & 11 3.5
(stlpulated exclusion of the lncome of non-generation business for: !ncome Tax

computataon) of Regulatlon No.4 of 2019 and this will also burden the

consumers Despite that, the Petitioner continued the truing up wnth enhanced

=-.i‘Equ1ty besides grossing up of RoE WIth hlgher income tax rate, wh:ch is not

3117

perm|SS|bIe. Further, the Petttloner is seeklng the enhanced Equity’ and higher

ROE'grossing up based on the Audited figures for the FY 2022;23. In this regard,
the CommisSion in the Mid-term -E'R'eview order, has already relied on the ratio
decided in the Case law in Ld. APTEL’s judgment dated 10™ August 2010 in
Appeal No.37 of 2010 (Meghalaya State Electrioity Board vs. Meghalaya State
ERC), wherein it was held that the State Commission has to make prudence
check of the expenditure and is not bound by the certificates of Auditors. In view
of the above the Commission is requested to restrict the claim of RoE fo the
approved figure of Rs. 436.40 Crore.

Applicable Regulation provides that income tax has to be considered for the
generating station on standalone basis and STPP cannot ciaim SCCL's tax rate.
Being a regulated entity, STPP cannot claim SCCL's tax rate and only MAT rate
to be allowed in the computation of RoE as already decided by this Commission
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in midterm review order.

Petitioner’s Replies

3.1.18 The Petitioner has in its reply submitted the following:

a)

b)

d)

f)

9)

it is to humbly submit that the Commission has notified Telangana
Electricity Regulatory Commission (Multi Year Tariff) Regulation 2 of
2023 for determination of Aggregate Revenue Requirement for
generating entities within the state of Telangana and this regulation was
made applicable from 01.04.2024

Accordingly, the Petitioner has filed MYT for the control period (2024-
25 to 2028-29) and true-up for FY 2022-23 as per the above Regulation
and as per the terms and conditions of the PPA appro{/ed by the
Commission.

The Petitioner has projected RoE of Rs.485.68 Crores for FY 2024-25
and for the next four years FY 2025-29 Rs.486.3 Crores per year
considering additional capital investment of Rs. 20.77 Crores for FY
2024-25. |

The additional capital investment for FY 2024-25 is towards
implementation of flexible operation scheme which is a new regulation
notified by Central Electricity Authority (CEA).

-CEA issued these new regulations on 30.01.2023 for implementation of

flexible operation scheme in coal based thermal power plants. As per
this, the minimum unit generation should be reduced to 40% (i.e., 240
MW) of maximum continuous rating of unit (i.e., 600 MW) for STPP.
These Regulations should be complied within one year from the date of
the notification of the regulatiqns

CEA further notified on 15.12.2023, the phasing plan of various coal
based thermal Generating units. Based on the phasing pian notified by
CEA, SCCL Unit-l and Unit-2 should implement flexible operation
scheme by January 2025 and March 2025 respectively.

The details of the flexible operation scheme were already submitted in

the original petition.
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3.1.18

3.1.20

h)

The Commission in its order dated 29.12.2023 in O.P. No’s.25 and 26
of 2023 directed the following regarding CIP of Implementation of
flexible operation scheme as per CEA Regulation:

“4,2.22 The Commission is in the process of framing the Multi Year Tariff
Reguiation for the period commencing from FY 2024-25 onwards. If the
need arises, SCCL may seek the approval of the Commission for
undertaking the capital works required for complying with CEA
Reguiations in accordance with the provisions of the Multi Year Tariff
Regulation to be. issugd by the Commission.”

Further, in respect of the submission made by the objector that any additional

capital cost incurred by the SCCL ¢an be covered in th'e O&M cost approved

by the Commission, it is to state that approved O&M cost of STPP is very less

compared to the actual O&M of STPP being incurred.

'a.

... The Petitioner submitted that STPP was not allowed even the recovery of

. 'actual O&M through tariff. It :s to further state that O&M of STPP is least

1 .;among the State generatlng statlons Therefore the suggestlon made by
“objector that additional cost lncurred can be recovered from O&M ig base[ess
' and incorrect. ' '

.-:Further the Petitioner has submitted as follows

The Stakeholders have submitted that claimed equity by the SCCL is
more by Rs.18.09 Crore due to consideration of additional
capitaiization of Rs.16.96 Crore and Rs.43.35 Crore during FY 2022-
23 and FY 2023-24 respectively. lt was further pointed d.dt that regular
income tax 25.17% has béeh grossed up with the simble‘" ROE.

The reason for this objection by the TGDiscoms appears to be relying
on midterm review order dated 23.03.2023 passed by Commission,
but without considering the fact that the order dated 23.03.2023 is
applicable only fdr trffed up ‘period FY 2019-22. This Commission
needs to again apply prudence of the expenditures, facts and reasons
submitted before them in terms of specified tariff regulation in the

present petition.

As far as the Tariff Regulations are concerned, no where in the clauses
11.3.4 & 11.3.5 it was stated to exclude income of non- generation

business for income tax computation in truing up. The clauses 11.3.4
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& 11.3.5 are reproduced below:

“11.3.4. Rate of return on equity shall be rounded off to three decimal
places and shall be computed as per the formula given below Rate of
pre-tax return on equity = Base rate / (1-f) Where is the effective tax
rate in accordance with Clause 11.3.1 of this Regulation and shall be
calculated at the beginning of every Financial Year based on the
estimated profit and tax to be paid estimated in line with the provisions
of the relevant Finance Act applicable for that financial Year to the
generating entity on pro-rata basis by excluding the income of non-
generation and the corresponding fax thereon.

11.3.5. In case of Gene(a_ting Entity paying Minimum Alternate Tax
(MAT), “t” shall be considered as MAT rate including surcharge and
cess. "

The clause 11.3.4 p_rovi_deS‘ for using effective tax rate for projection
purpose which 's"héll be com‘puted at the beginning of evéry financial
year based on estimated profit and tax to be paid by the generating
entity on pro-rata basis by excluding the income of non-generation and
the correspondingl tax:theredn. It prdvides that though there will be
reduction of income and tax paid with respect to non-generation
business on absolute basis there shall not be any change in tax rates.

In fact the use of "pro-rata" confirms that the effective income tax rate
shall be unchanged. The illustration submitted may be considered
where a company's total incomé is Rs.1200 cr. and effective tax rate
is 25.17% and 'incomel of Rs.200 cr. is obtained from non-generation
* business then the effective tax rate for both the generation and non-
generation business shall be)25.17%. However, on absolute basis the
tax payable by the genera’tion business would be Rs. 251.7 Crore and
by the npn-generation business would be Rs. 50.34 Crore.

It cannot be denied that the State Commission is not bound by the
figures as given in the audited statements, since the audit only reflects
the amount that has been incurred, but the issue of prudence check,
i.e., whether such expenditure was required or not at the first placé
lies with the Commission. Not bound simply does not mean that the
Commission has to totally disregard the certified amounts. However,
the Commission can scrutinize the reasonableness of the expenditure.
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3.1.21

3122

it is to submitted that the PPA does not mention about MAT and tax is payable
as per Income Tax Act. SCCL has opted for payment of Corporate Income Tax
at the reduced Tax rate of 25.168% without MAT credit entitlement and
exemptions as per the Taxation (Amendment) Ordinance 2019. The Petitioner
has submitted that the SCCL is an income tax assesse whereas STPP is not a
separate assesse and STPP is a part of SCCL. However, the income tax
amount is confined to generation station income.

As per the clauses 5.1 to 5. 5 of the power purchase agreement (PPA) signed
by the parties, incidence of tax ||ab|I|ty on SCCL shall be payable by the
stakeholders. The aforesaid provision was also upheld by the TGERC in its
approval order for PPA. The TGERG Regulation has also not provided any
prevision for not considering the effective income tax rate ultimetely- payable by

‘the SCCL. As per legal principle PPA cannot be subsumed on the ground that

B '_.'there s regulation on that aspect..The judgment of Supreme Courtin PTC Vs

CERC elaborately explalned by the Supreme Court in a case between M.P.

*' Power company vs Sky Power South East Solar Ltd dated 16- 11-2022 held that

prrncnple Regulation overriding the PPA i is not general law, and it i IS conf ned fo

o trade margin only. As such, PPA clearly mentions SCCL's effectlve tax rate to

'5 be used for computation of ROE and the regulatlon also specifies usmg effectlve

tax rate on pro rata basis and therefore any conflict between the PPA and

3.1.23

3.1.24

Regulatlon does not exist in this case.

Further the objection that since STPP is regutated entity it needs to.-pay MAT
rates is mcorrect misleading and lacks merit. No applicable Tariff Regulatlon
states that it sits above the income tax laws and tax needs to be pard as decided
in the Tariff Orders. Rather, an entity needs to pay tax as per applicable income
tax rate as specified in the Income tax Aet'and not as per regulation passed
under Electricity Act. The Tariff Regulation only has to allow effective tax rate
paid by embedding the same in ROE computation during truing up.

The Income Tax paid by SCCL for the FY 2022-23 is based on following
applicable rates. Basic Rate = 22%, Surcharge = 10% (on Basic rate) and
Cess= 04%. Effective Income Tax-Rate actually paid by SCCL which includes
STPP in its one of the verticals is 25.168%. It is the TGDiscoms argument that
STPP being a generating company may take the benefit of 801A and pay income
tax only on MAT rate. However, the actual payment of income tax cannot be
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based on such assumptions and presumptions because STPP is not a corr}pany
separate from SCCL.

Commission’s Views

3.1.25 The Commission has taken note of the submissions of the stakeholders and
reply of the Petitioner. The Commission has examined the issue in detail in
subsequent Chapters of this Order.

Interest on loan
Stakeholders’ Subm:ss:ons : o

3.1.26 The Petitioner stated that the Commissiori in the Mld-term Review Order has
allowed refinancing of loan in respect of STPP and allowed interest on loan
.acccrdlngly Therefore, STPP claims the sharing of gains accrued due fo
refinancing in the trumg up of FY 2022-23 by applying Clause 12 of Regulation
No.1. of 2019. Further, the Petitioner stated that the interest and financing

charges on loan for MYT period FY 2024-29 have been computed as 'g"i:'ven“ in

Clause 31 of Regulatlon 2 of 2023. n_this regard, the Stakeholders has
submitted that the Petitioner ‘has added the. additional loan component of
additional Capitalization of (11. 87 Cr. for FY 2022-23 i.e., 70% of Rs.16.96 Cr.
& Rs 30.34 Cr. for FY 2023-24 i.e. 70% of Rs. 43.35 Cr.} to the outstandlng loan
balances approved in the MYT order (Table 56: (MYT order dated 28.08. 2020))
even without obtaining the approval of this Commission and worked out higher
interest sums arbitrarily by applying the rate of interest @ 7.66% to 8.70%
(claims as Audited) as against the rate of interest approved @ 7.16% :p.a., which
claim is not in-accordance with _th_e-Mid-term Review Order. Ifythicre is a change
in the iﬁterest rate on outstanding 'Ioan, then the Net Savings have to be re-
worked out. Further, the Pétitioner has also claimed one third share of Savings
of interest amount shared between the entity and Beneficiaries in the specified
ratio. |

3.1.27 With regard to loan refinancing taken up by the Petitioner during the previous
Control period FY 2019-24, it is submitted that though there was a saving in
interest rate (@ 1.36%) after loan refinancing, yet the cost associated with such
loan refinancing was significant at Rs. 77.84 Cr., which was entirely passed on
to the Respondents upfront. Therefore the Commission in its Mid-term order
allowed the one-third share of gains of Net Saving to the STPP/ SCCL as a one
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time basis during FY 2020-21 and allowed the Respondents fo retain the Net
savings for subsequent years i.e. FY 2021-22 to FY 2023-24 without any
sharing. Disregarding the set procedure, the Petitioner has trued-up the
expenditures by claiming the one-third share of gain of loan refinancing even
for the balance period of the previous control period, which is not permissible.
If the Petitioner is aggrieved by the methodology, then it should have filed
appeal against such order, but not.filed appeai before Ld. APTEL within the
prescribed time period. But now the pe.t'it'io‘n'er‘ claims that it has filed appeal on
limited aspects against the Mid-term Review order. As of now, no Stay of the
said TSERC order has been granted by Ld. APTEL. As such, the Petitioner
claim on adjusting the one-third sharef-of gains of loan refinancing for the period
of truing up i.e. FY 2021-22 to FY- 2023—24 has to be disallowed ' Further the

-:even to next Control penod FY. 2024- 29, by referring to the Clause 31 of

| | Regulatlon 2 of 2023..In this regard -the Respondents have extracted the

prowsuon of Loan Refmancmg (Clause 31) of new Tariff Regulatlon ws-a-ws the

s by the Commission.

3.1.28

it could be seen from the above provisions that in the new Tariff Regulatlon itis
specuﬂcally prescribed that the net: savmgs in interest shall be calculated as an

* Annu1ty for the term of the Loan, whereas such methodology was not prescnbed

in the Previous Tariff Regulation (No. 1 of 2019). In the Annuity computation
methodology, the Present Values of interest cost saving before. and after loan
refinancing have to be worked out by considering the discount rate at the
interest rate .of Post. refinancing. This exercise has to be done to examine
whether the claim of loan refinancing is beneficial to the TGDiscoms even after
passing on the costs associated with loan reﬁnanclng to them. Apparently, the
Petitioner has not carried out such exercise. Also, if further Loan Refinancing is
taken up by the Petitioner in the next Control period viz. FY 2024-29, then the
Regulation No. 2 of 2023 allows the Petitioner to make such a claim. Without
making any such effort, the Petitioner is not entitled to make a claim on sharing
of gains of Loan Refinancing. The Petitioner has failed to distinguish the Loan
Refinance Provisions in the aforesaid two Tariff Regulations. As such, the
Petitioner's claim for unilaterally adjusting the one-third share of gain to it, is
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legally not permissible.

3.4.20 The Commission is requested to disallow the same and restrict the rate of
Interest on Loan @ 7.16% besides disallowing the sharing of one-third share of
gain on Loan Refinancing for FY 2021-22 to FY 2023-24 and also for next
Control period FY 2024- 29 as the claim is not in accordance with Clause 31 of
Regulation 2 of 2023.

3.1.30 The interest on loan actually should reduce over the years as loan is gradually
repaid. The Commission has éllowed interest rate @7.16% and it should not
increase. The Commission has decided not to allow gain sharing after FY 2020-
21. Therefore, SCCL should not get benefit of gain sharing for FY 2022-23.
SCCL also claimed gain sharing for FY 2024-29. However, as no fresh loan
restructuring is contemplated in FY 2024-29, SCCL should not get any benefit
of loan refinancing carried out in the previous control period.

Petitioner’s Replies | | -

3131 In this respect, it is to hu(mb!y submit that variation in market interest rates for

long-term loan is uncontrollable. factor which is beyond the control of the

~ petitioner. Further. Clause 12.6.3 of Tariff Regulation 1 of 2019 provides that the

o chahges to the terms and conditions of the refinanced loans shall b:e reflected

from the date of refinancing and it is easy to understand that how interest rates

3 _.ch'ange falls within these terms and conditions. Further, clause 12.5 of the same

Regulation provides that the Rate of Interest on loan shall be based on weighted
averagé rate of actual loan portfolio.

3.1.32 Aéc‘ordingly, in terms of the said Regulations, post refinancing, the rate of
interest applicable for actual refinanced loan portfolio is required to be allowed
in the tariff. |

3.1.33 Further, the Stakeholders has stated that the methodology for loan refinancing
as allowed by the Commission in its mid-term order is final and should be the
basis for truing up of interest and financing charges even for forth coming FY's
of 2022-23 & FY 2023-24 in this petition. Non sharing of gain out of loan
refinancing in FY 2021-22 which is in deviation with clause 12.6 of Tariff
Regulation 2019 has been challenged before Appellate Tribunal for Electricity.
However, the approval for refinancing was never been under challenge.

3.1.34 Therefore, once the approval for refinancing of the loan have been allowed by
the Commission and as the truing up of FY 2022-23 was not done in the MYT
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3.1.35

3.1 .316

Order dated 23.03.2023 the Commission may decide sharing ratio of benefit out
of this refinancing arrangement for FY 2022-23 considering the actual audited
interest rates and other factual aspects which were not available earlier. The
clause 12.6.1 of Regulation 01 of 2019 clearly specifies such ratio as 2:1
between beneficiary and generating entity.

Further, the Stakeholders have stated that the Petitioner has not carried out the
calculation exercise to find out annuity in net savings and the petitioner can only
make claim for refmancmg in FY 2024-29 whereas loan refinancing is taken up
in FY 2024-29. Whereas loan reflnanclng was already approved by this
Commrssron in its order dated 23. 03.2023 and this aspect was not under any
challenge Further, the clause 31.10 of Regulation 2 of 2023 prowdes that net
savmgs out-of refinancing’ loan shall be shared between the benef‘ ciaries and

*generatmg entity in the ratio of 2 1

The last proviso of Regulataon 31. 10 of Regulatron 2 of 2023 states’ that the net

savmgs in interest shall be calculated as an annwty for the term of the loan but

- the net savings shall be shared between the partles on annual ba3|s Therefore

|t is clear that the calculatlon of net savmgs in interest based on annmty method

is. only required to apply prudence to approve refinancing. In STPPs case

~ reflnancmg has already been approved in the previous control penod Hence

- the: annurty method as suggested by the TGDiscoms is not relevant in thrs fact,

3.1.37

3.1.38

g ‘the same proviso stipulates that annual net savings shall be shared whlch STPP

'has calculated and submitted.

In \new of the above, the Commssuon is. requested to decide the sharing ratio
of net savings for FY 2022-23 and also to apply the prescribed’ ratio of 2:1 for
gain sharing in the control period. FY 2024-29. Accordingly, the submissions
made by the stakeholders are de'voicl of any merit fan‘d need not to be relied
upon. - L

Commission’s View

The Commission has approved thé Interest on Loan for True-up for FY 2022-23
in accordance with the provisions of Regulation No. 1 of 2019 as detailed in
chapter 4. Further the Commission has approved the Interest on Loan for the
Control Period FY 2024-25 to FY 2028-29 in accordance with the provisions of
Regulation No. 2 of 2023 as detailed in chapter 5.
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3.1.39

3.1.40

Depreciation

Stakeholders’ Submission

The Petitioner has claimed the higher depreciation for FY 2022- 23 (Rs. 400.54
Cr.) & FY 2023-24 (Rs. 401.81 cr.) than approved in the MYT order dated
28.08.2020 (Table - 69), at a constant Value of Rs. 400,36 Cr. Since no
additional Capitalization was allowed to STPP in the previous Control Period
(FY 2019-24) there would be no change in the GFA (Gross Fixed Asset) of STPP
Project, the Commission is requested to restrict the recovery of Depreciation by
the Petitioner to the already appro\}ed figure of Rs. 400.36 Crore.

Petitioner’s Replies o

The  Stakeholders without understanding fact that there are certain
requirements for compliance of CEA regulation which is in the nature of change

“in law event, has stated that the depreciation should not increase. Accordingly,

| ’th_is.needs to be considered for capitalization, and consequently the effect of

3.1.41

depreciation is required to be allowed by the Commission.

Commission’s View

The Commission has approved the depreciation for True-up for FY 2022-23 in
accordance with the provisions of Regulation No. 1 of 2019 as "detailed in

© subsequent chapter. Further the Commission has approved the Depreciation

3.1.42

for the Control Period FY 2024-25 to FY 2028-29 in accordance with the
provisions of Regulation No. 2 of 2023 as detailed in chapter 3.

Interest on Working Capital

Stakehplders’ Submissions

The Petitioner compute_d the Working Capital requirement by summing up the
individual components,' such as Coal Stock requirement for 20 days /30 days
for generation corresponding to Target availability (85%) etc., and the Price
considered for Cost of Coal is Bridge Linkage Pficing, which will be higher than
the Notified Price of Coal, higher by 20 to 30% (Rs. 5741 to Rs 5981 per Ton).
By considering high price of Coal being supplied to STPP under Bridge Linkage
Policy, the Working Capital gets increased and consequently the Interest
claimed on Working Capital would be higher. The Stakeholders have already
contested on the high priced coal being used by SCCL for power generation in
the STPP Project, by filing a Petition, O.P.No.13 of 2023 before the Commission,
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3.1.43

3.1.44

@)

which was heard and orders reserved long back (TGERC RoP dated 21%! August
2023) in the matter. Therefore, the Commission is requested to consider to
regulate the pricing of Coal Supply to Power Sector at notified prices, in terms
of Regulatory Powers under Section 86(1)(b) of the Electricity Act, 2003, else it

translates into higher Energy Charges and burden the end consumers.

Petitioner’s Replies

The Stakeholders have submitted that the Commission has to regulate for
pricing of bridge Ilnkage coal supplled to the ‘STPP. The claim of stakeholders
is not tenable under the law as’ Supreme Court India has already held the price
notifications of ClL is to be considered as change in Iaw

The- Mlnlstry of Coal. Gowt, of Indla has allocated captlve Coal Block/Mine
(NAINI) to STPPISCCL in the year 2016 The coal produced from the Naini

Block i Odisha State would be utrilzed at STPP (being the Specﬁ" ed End Use

'C;'.Plant) However, to facilitate the lmmedlate requirement of Coal to STPP

prolect a Short- term Lmkage was granted under the: Policy of Brtdge Llnkage

| - tlll the commencement of Coal Supply to STPP gets from its Captive Coal Block

3.153.4_5

(Naml)
Slngarenl Collieries Company Limited (SCCL) supplies Coal to Smgarem

Thermal Power Plant (STPP) as per recommendation of standing llnkage

commlttee by signing MOU. The extension of brldge linkage will be: deCIded by

| \‘standlng linkage committee (SLC), MoC,Govt, of India after dellberation in the

3.1.46

3.1.47

meetmg duly considering the recomr_nend_at_lons received from Ml_ms_try of Power
(MoP). | |

SCCL is supplylng coal to- Power sector (Brldge Lmkage and Non Bridge
Linkage hotders) by regulating- supphes to Non Power (NRS) Customers Sales
realization from NRS |s more by Rs. 1. 628/Ton than sales realization from .
Bridge Linkage & Non Br[dge . Llnkage supplles. Therefore, by foregoing
revenues. SCCL is supplying coal to Bridge Linkage and Non Bridge Linkage
customers considering the recommendation of Ministry of Power, Ministry of
Coal and importance of the Power sector in Telangana and India.

As per the instructions of SLC given in the bridge linkage allotment order of '
2016. SCCL has to decide the source of coal supply for meeting the bridge
linkage quantity i.e the mines, coal grade and the quantity along with the price
there from. Further, in the most recent order of SL.C it was clearly stated that
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the price of such bridge linkage supply has to be solely decided by SCCL/CIL.
Therefore the submissions made by the stakeholders are devoid of any merit
and deserves to be rejected.
Commission’s View

3.1.48 The Commission has taken note of the submissions and has dealt with the issue
in subsequent chapters of the Order.

Operation and Maintenance Expense
Stakeholders’ Submissions

3.1.49 The Employee Cost has increased significantly (in the range of 73-82%) during
FY 2022-23 & FY 2023-24 (Estlmated) vis-a-vis FY 2021-22. No: jUStlf cation has
beeh submitted.

3.1.50 Even the R&M Expenses and A&G Expenses have also gone up considerably.
No Justlf cation has been submitted.

3.1.51 The O&M Expenses for STPP Project were approved by the Commission on
Normative basis as per the Regulation No. 1 of 2019, The Truing up procedure
has to be based on- Point to Point change (means Current month inflation rate
over same month of last year as per MOSPI) in the WPI & CP! Inflation fai:tprs
as published by the Ministry of Commerce & Industry and Ministry of Statistics
& Programme Implementation (MoSPI), Govt. of India and the computatioﬁshall
be ‘as per the formula given for Employee Cost, R&M Expenses and A&G
Expenses at Regulation No. 19. The Base values already approved in the MYT
order will not change. However, the Petitioner has overtooked the prescribed
p.rdcedure'and claimed higher O&M Expenses, which is not in consonance with
the methodology specified in the Regulation No.1 of 2019. As such, the
Petitioner’s claim of O&M expenses has to be restricted to figures already
approved, with the.truing up with actual WP1 /CP! Inflation factors data only.

3.1.52 Though the Petitioner's claim is based on Audited figures, yet the Commission
is not bound by the Auditors Certifications and the Commission has to undertake
the Prudence Check of the Expenses claimed in terms of Ld. APTEL's judgment
dated 10th August 2010 in Appeal No.37 of 2010.

3.1.53 The Commission is also requested to restrict the O&M claims for the MYT period
FY 2024-29 duly taking into consideration the methodology stipulated at clause
45 of the MYT Regulation No.2 of 2023.
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3.1.54

3.1.55

3.1.56

The Petitioner has claimed higher O&M expenses which is not in consonance
with methodology specified in Regulation 1 of 2019. Petitioner’s claim of O&M
expenses has to be restricted to the figures already approved with the fruing up
of WPI & CPI data. The Petitioner has cited a recent judgment dated 18.10.2022
by the apex court in the matter between BSES Rajdhani Power Ltd vs DERC
which specifies the process of truing up and application of the prudence on
certified audited expenditures by the State Commission. The relevant portion is
reproduced below: |

“52. ‘Truing up’ has been held by APTEL in SLDC v. GERC 4 to mean the
adjustment of actual amounts incurred by the Licensee against the
estimated/projected amounts- determined under the ARR. Concept of
*‘truing up’ has been dealt with in much detail by the APTELin its judgment
in NDPL v. DERCS5 wherein it was held as under: “60. Before parting with
the judgment we are constrained to remark that the Commission has not

- properly understood the concept of truing up. While considering the Tariff
. Petition of the utility the Commission-has to reasonably anticipate the
" Revenue required by a pan‘rcular utility- and Such assessment should be

o ~ based on practical cons:derat:ons.:';‘.. The truing up exercisé is meant

(sic) to fill the gap between ‘the actua! expenses at the end of the year
and anticipated expenses.in the begmnmg of the year. When the utility
gives its own statement of ant:c:pated expenditure, the Comm:ss:on has
- to accept the same except where'the Commission has reasons fo differ
" with the statement of the utility and tecords reasons there of orwhere the
. Commission is able to suggest some method of reducing the anticrpated
expenditure. This process of restnctmg the claim of the utility by not
allowing the reasonably antlc:pated expenditure and offermg to do the
needful in the truing up.exercise is not prudence.” 53. This view.has been
cons:stently followed by the APTEL in.its subsequent judgments and we
are in complete agreement w:th the above view of the APTEL”

As per the above Commnssxon can dlffer from the statement of anticipated
expendlture submitted by Ut[|lty. The same order in subsequent para provides
that once the methodology of tariff determination is finalised, the Commission
cannot revise the methodology in thke truing up. Since, the O&M expenditure is
already decided in midterm review b.etitio'n'the same methodology needs to be
followed in truing up. The employee cost under O&M expenditure increased
much after FY 2021-22 and no reason for this is submitted by SCCL.
Petitioner’s Replies

The Stakeholders have submitted that the Commission is not bound by the
auditor certification and the Commission has to undertake prudence.check of
expenses claimed under O&M expenditure.
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3.1.57 A recent judgment dated 10.18.2022 by the apex court in the matter between

‘ BSES Rajadani Power Ltd vs DERC clearly specifies the process of truing up
and application of the prudence on certified audited expenditures by the State
Commission. The relevant portion is reproduced below:

~ “52. Truing up has been held by APTEL in SLDC v. GERC to mean the
adjustment of actual amounts incurred by the Licensee against the
estimated projected amounts determined under the ARR. Concept of
truing up ' has been dealt with in much detail by the APTEL in its
judgment in NDPL v. DERCS5 wherein it was held as under:

"60. Before parting with the judgment we are constrained fo remark that
the Commission has not properly understood the concept of truing up.
While considering the Tariff Petition of the utility the Commission has to
reasonably anticipate the Revenue required by a particular utility and
such assessment should be based on practical considerations. The
truing up exercise is meant (sic) to fill the gap between the actual
expenses at the end of the year and anticipated expenses in the
beginning of the year. When the utility serves its own statement of
anticipated expenditure. the Commission has to accept the same except
where the Commission has reasons to differ with the statement of the
utility and records reasons there of or where the method of reducing the
anticipated Commission is_able fo subset some expenditure. This
process _of restricting the claim of the utility by not allowing the
reasonably anticipated expenditure and offer to do the needful in the
truing up exercise is not prudence.”

3.1.58 This view has been consistently folléwed' by the APTEL in its subsequent
judgments and we are in complete agreement with the above view of the
APTEL.

3.1.59 The apex court held in the above judgment that "this process of restribting the
claim of utility by not allowing the reasonable anticipated expenditure is not
prudehce".

3.1.80 The above ratio decided by apex court for determination of truing up is also
required to be followed by thié- Commission. Accordingly, submissions made by
the Discoms lacks merit and needs to be ignored.

3.1.61 Afore cited order of APTEL in its judgment in NDPL v. DERC provides that the
Commission can differ from the statement of expenditure through the exception
route without considering the fact that exception, being an exception followed in
special situations which also needs to be justified can never be a general rule.
Therefore, the explanation given by the Stakeholders in this respect lacks merit,
Further the APTEL Order clearly suggests that the prudence does not mean
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3.1.62

3.1.63

lesser cost.

Further, the Stakeholders have stated that the methodology once decided
cannot be changed in truing up order which helps the stand of SCCL taken
against the deviated methodology adopted by this Commission in MTR order
without following the principles decided in MYT order for 2019-24. As the MTR
order is in jeopardy due to submission of petition against the order in APTEL,
the Commission can once again rely on the pr|n0|ples decided in MYT order
dated 28.08.2020 for trumg up of O&M expendlture of FY 2022-23. Further as
O&M expenditure as. a whole is controllable ltem the sharing of difference
between  actual and revised normatlve as per the regulation may also be
approved

The Stakeholders raised an issue of sudden increase in employee cost without

-notlcmg that the total O&M expencllture as a whole was as per the trend only.

: The whole O&M activity. of STPP is run through contract along W|th few SCCL
employees who only co-ordmate and monltor at. overall level Therefore

management after consultlng |ndustry experts demded to categonze the
employee expenditure of O&M contractor under “Employee expenses" for FY

2022 23 which can then provrde reasonable basis for analysmg STPP's

employee cost by comparmg with other state generating stations. Accordlngly,
B this is included in FY 2022-23 under the head of others in Form 21 and

3.1.64

3.1.65

3.1.66

“subsequently accounted under dlfferent applicable heads of “Employee

expenses” from FY 2023-24.

It is also to bring to the kind notice of the Commission about the ex13tlng huge
d[spanty between the O&M norms allowed to STPP and O&M expenditure
allowed to different stations of TGGenco as submitted to the Commission.
Considering the above, the Commission is requested to allow O&M cost of
STPP at par with the same allowed for other state generating stations.
Commission’s View

The Commission has computed the normative Employee expenses, R&M
expenses and A&G expenses as per provisions of Regulation No.1 of 2019 as
detailed in the subsequent Chapters of this Order and has carried out the
sharing of gains and losses as per the provisions of the Regulations.

Operational Parameters
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Stakeholder’s Submission

3.1.67 The submission of SCCL not to apply the components of varied figures of
normative/operational parameters in the present regulation shows that it wants
whatever is favourable to in the said regulation to be permitted and whatever is
not to its advantage, as it seems, should not be enforced. This approach is
untenable and self- contradictory. The Commercial Operation Date of the
subject two units were declared in the year 2016. As such, there is no
justification in prowdlng additional benef ts to old plants and imposing additional
burdens on the consumers by applying the latest Regulation.

3.1.68 The Operatu_c_:nal Norms as stipulated in the Tariff Regulation 2 of 2023 is binding
on the Parties and the Petitioner has to claim the Energy Bills as per the Norms
prescribed.

3.1.69 The Petitioner’s prayer for not to apply the stringent operatmg norms as it could
not achieve the normatlveflgures However past data of the last 5 years: SCCL
alWéys achieved better PLF than the normative. Since the data shbws that

: STI?P always achieved ‘more than normative they should not object to more
stringent norms. So, the norms'. given in the Regulation for cu[refn't' Control
Period should apply. ‘

. Petttloner s Replies

3.1.70. The Petitioner has submitted that requirement of stringent future norms would
" be only if the present norms are giving over achievement to generator. But,
where the normative figures are unachievable in FY 2019-20 to FY 2023-24,
more stringent norms for future period FY 2024-29 would effect thé generator
than present fact situation as it would impact more & more under- recovery for
the generating station. Therefore, more stringent regulation is of no use and in
fact contradicts Section 61 of the Eiéctricity Act, 2003.

3.1.71 The stand of TGDiscoms considering the achievement of PLF of the plant is
nothing to do with the stringent norms provided to direct reduction of the
expenditure. Higher PLF cannot cause better operating norms achieved during
last five years. It only can technically confirm better actual operating norms
compared to the normative parameters during part load operation. However, it
is submitted that the operating norms are specified for full load operation and
higher PLF can no way affirm better operating norms. Hence the arguments of

-the Stakeholders lack merit.
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3.1.72

3173

Commission’s View

The Commission has stipulated in its Business Plan, & Capital Investment Plant
for FY 2024-25 to FY 2028-29 for Singareni thermal power project (2x600 MW)
as shown below:

“4 1.3 The Commission shall specify the norms of operation in the final
MYT Regulation for the penod commencing from FY 2024-25 onwards
and therefore, has not delved in to the Bus:ness Plan, except the Capital
Investment Plan, in the present Petition...

The Commission has al'r'eady specifie.d' th'eE_Opera_ti_ng norms in the Telangana
Electricity Regulatory Commission (Multi Year Tariff) Regulation 2 of 2023 in
clause no. 44 and the same have been considered while approving the tariff in
this Order.

E‘n“e_rgy charge

: ,S‘takehblder’s Submissions

3.1 .74

SCCL has computed energy charges based on the average actual charges for

September to November, 2023 and submltted that actual charges would be

clatmed Since actual: charges are be|ng cialmed for variable cost;. they cannot
be projected for the period FY 2024-25 to FY 2028-29 based on presumptlons

Actual charges are known - only when they materialize. SCCL ltseif has

fsubmitted that energy charges are subject to adjustment. Therefore the

| prOJectlon of energy charges of Rs.3.876 per kWh during the perlod FY 2024-

3175

25 to FY 2028-29 should not be allowed SCCL has claimed that it is'working
on swapping of coal from- Naini coal mines. When it m_aterla_llzes, energy
charges should come down considerably with cost of transportaticn becoming
nominal. Similarly, transit and handling loss.of coal for non-pit head stations of
0.8% also should come down consrderably after swapping. SCCL has not given
the actual transit loss so far. o

The Petitioner has been claiming the Energy charges in respect of the power
supplied from STPP Project, based on the Coal pricing under the Bridge
Linkage Policy since the year 2016, which pricing has to be dispensed forthwith,
since the Price considered towards the Coal supply under the Bridge Linkage
Pricing, is high priced than the SCCL Notified Price of Coal, viz. higher by 20 to
30% (Rs. 5741 to Rs. 5981 per Metric Ton). By considering high price of Coal
being supplied to STPP, the Energy charges are claimed higher. The
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Stakeholders have already contested on the high priced Coal being used by
SCCL for power generation in the STPP Project, by filing a Petition, O.P.No.13
of 2023 before the Commission, which was heard and orders were reserved
long back (TGERC RoP dated 215t August 2023) in the matter.

3.1.76 Therefore, the Commission is requested to consider to regulate the pricing of

’ Coal Supply to STPP at Notified Prices, in terms of Regulatory Powers under
Section 86(1)(b) of the Electrlmty Act 2003 (even the Petitioner has also filed
the present Petition under Section 86(1)(b) of the Electricity Act, 2003), else it
translates into hlgher_.Energyn Charges and burden the end consumers. Further,
the delay of commissioning of the NAINI Captive Coal Mine to SCCL/STPP
Project is. entirely attributable to- SCCL and the Stakeholders cannot be
burdened for long under the Bridge Linkage Coal Pricing, which is a short term

-linkage but the Petitioner is taking uhdue advantage of the same and-:'charging
~ coal supply to STPP at additional 20-30% price over and above the Notlf‘ ed
N Pnce of corresponding grade of coal. The Commission is requested to restrlct

the Coal supply pricing to STPP at Notified Prices published by SCCL from.tlme
to tirﬁe in terms of the Clause 50.4 of Tariff Regulation No. 2 of 2023. |
Petitioner’s Replies .
3.1.77 The Petitioner has submitted that as perthe clause no. 46.4 of (Multi Year Tarlff)
| .'.Regqlatlon 2 of 2023 for tariff determination of next control p,e.nod, three
: preceding month's latest procurement price of primary fuel and second'ary fuel
for tﬁe‘ generating shall be taken into accounts. Accordingly,. ‘SCCL has
computed energy charges based on the average actual energy charges for
September to November, 2023 and claimed the average for FY 2024-25 to FY
2028-29 as base charge in that period being inconsonance with regulation.

3.1.78 Further, it is to state that currently coal is being_suppiied to STPP from the

" nearby mines and if Swapping" of coal matetrializes in future the coal may be

supplied from the same mines and hence there will not be any impact in transit
& handling loss of coal which is around 0.8% at present.

3.1.79 The Stakeholders have raised a question of supplying high priced coal under
bridge linkage pricing. In this respect, it is to humbly submit that STPP always
comes among the top five State sector generating stations in the Merit order.
Further the petitioner submits the following price chart which was discovered
under unbiased competitive bids which reflects the most efficient energy prices.
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3.1.80 The average price of STPP in FY 2023-24 till date is around Rs 5.39/kWh
(Energy Charge @ Rs. 3.81+ fixed charge at normative generation @ Rs.1.58).

3.1.81 Considering the submitted table of competitive supply, it can be stated that the
supply of STPP with the present pricing of the coal are completely aligned with
the best interest of consumers in the State of Telangana since the same is much
lesser than the most efficient, prices discovered through bidding. Based on the
above facts, the objections raised by fhe TGDiscoms has no merit.
Commission’s View - o

3.1.82 The Commission has approved the Energy Charge Rate (ECR) for the Control
Period from FY 2024-25 to FY 2028-29 in accordance with the provisions of the
Te!angana Electrlclty Regulatory Commlssmn (Muiti Year Tanff) Regulatlon 2 of
2023

o Incentlve
Stakeholders Submtss:ons ,

3.1.83 Agalnst target ava:lablhty of 85% PLF SCCL exceeded it by 89. 7% urmg FY
= 2022-23 and marginal variation durmg FY 2023-24 For the period Y. 2024-25
- to FY 2028-29 SCCL has claimed that it would achieve higher PLF of around

| 91 :40 percent per annum. Based on that, it has projected incentive @ Rei0.50
. per kWh for generation and supply of power above the threshold Ievel of PLF
- ranglng from Rs.18.66 Crore to Rs.31 84 Crore per annum dunng ‘the period
FY 2024-25 to FY 2028-29. If only SCCL can generate add|t|onal power
exceeding the threshold level of PLF and if only the TGDISCOMs agree to take
that power, incentive has to be pald It shou!d not be projected and approved in
advance. Moreover, the principle of merit order dispatch also comes into play
and higher variable cost may even lead to backing down of its declared capacity.

3.1.84 The Incentive stipulated-in the Tafiffﬂ Regulation 2 ef 2023 is binding on the

Parties and the Petitioner has to cleim“the Energy Bills including Incentive as
prescribed. But the Petitioner may not be allowed to claim Incentive for power
generation beyond the Target PLF, by using high priced Bridge Linkage Coal,
as this will burden the stakeholders with higher Energy charges as well as
additional payment of Incentive. Both claims will be a loss proposition to
TGDiscoms.

Petitioner’s Replies
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3.1.85 The Petitioner has submitted that STPP generated 8741.959 MUs in FY 2022-
23 as per the approved scheduled energy given by SLDC by which an incentive
of Rs.16.03 Crores is worked out and claimed in the truing up period @
50paise/kWh in accordance with clause 21.4 of Regulation 01 of 2019. SCCL is
entitled for this as per applicable extant regulation.

3.1.86 Further, it is to submit that the projections made by SCCL are likely capacity to
be generated after considering.overhauling and forced outages. However, the
day ahead schedule will be.'given as per State Grid Code and beneficiary may
opt for the required quantum of geheration as per merit order. The incentive
claimed by STPP is ¢omputed for MYT Period FY 2024-25 to FY 2028-29 based
on estimated ‘g‘eneration at the rate speciﬁed in clause 46.6 of Regulation 2 of
2023, Since it is only a projected value the actual incentive would get varied
dépending on the schedule that may be given by TGDiscoms 'fro"m time to time.

3.1.87 Further it is submltted that TGDlscoms are required to follow merit order as per
rules while schedu!mg power and if actual PLF reaches more than normatlve
PLF. The incentive is required to be paid in terms of Clause 46.6 of Regulation
2 0f 2023, "
Commission’s View _

3.1.88 The Incentive for higher PLF shall applicable be in accordance with the

‘provisions of the Regulation No.1 of 2019 based on actual PLF and the same
cannot be allowed in advance based on projected PLF. o

Fixed Charges _
Stakeholder s Submissions

3.1.89 The Stakeholders have submltted that the Petitioner has clalmed a true-up
based on fixed charges of Rs. 4483.76 Crore against Rs.4277.21 Crore
approved by the Commission for FY 2022-23 and an Rs.4749.77 Crore against
Rs.4492.79 Crore approved by“the Commission for the year FY 2023-24. For
the period FY 2024-25to FY 2028-29 , SCCL has projected higher annual
fixed charges of Rs.4983.07 Crore for FY 2024-25, Rs.5081.80 Crore for FY
2025-26, Rs.5065.59 Crore for FY 2026-27, Rs.5060.59 Crore for FY 2027-28
and Rs.5036.85 Crore for FY 2028-29. With the payment of depreciation
charges, fixed charges should come down. SCCL has submitted that it would
submit the cbst of proposed FGD and tariff components later. In other words,
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3.1.90

3.1.91

capital cost and tariffs would be claimed at still higher level later.

Petitioner’s Replies

The Petitioner has submitted that the claim of fixed charges by STPP for next
control period FY 2024- 25 to FY 2028-29 are given in table below:

Table 3-1: Fixed Charges as claimed for the period of FY 2024-25 to FY
2028- 29 Rs. in crore

Particulars 2024-25 2025-26 2026-27 2027-28 2028-29

Total Claim (Rs. Cr}of _|.

annual fixed charge '1555.‘60‘“ - 1540.30 - | 1524.09 1509.04 1495.35

Net Ex bus --'gen‘e'ration

MU} 8794.656 | 9056.238 - 9055.238 | 9081.297 | 9055.238

Average fixed charge in

Re./ kW 177 | 1.70 168 | 166 1.65

Commrssron 's View -

The Commission has approved the Fixed Charge in accordance W|th the

prowsmns of the Regulatlons as detalled in the subsequent chapters

» Integrated Mine (Nalm)

3.1.92

Stakeholders Submrssrons

The ‘Stakeholders has submltted that since SCCL is working on the swapplng

. of coal from Naini coal mlnes “Odisha, it .is not submitting any proposal for

; _determination of input cost of coal from Nalnl Mines. The Petitioner| [s repeatedly

=fi’?s‘.ubmnttmg before the Commission that it is working on swapping of coal from

3.1.93

3.1.94

'Nalnl Coal Mines to Telangana, but even after 7 years of commlssmnmg of

STPP prOJect there is no progress in this regard. in fact, the Bndge Iznkage coal
pricing is advantageous to the Petitioner. Unless the price of Bridge linkage coal
being supplied to STPP is regulated by the Commission, no swapping of coal
supply can be expected from SCCL. |

Petitioner’s Replies

Since the transfer of forest land by the Odisha Government is not completed
yet, the production from Naini mine could not be started. This issue is beyond
the control of SCCL. However, SCCL is working for starting of the mine at the
earliest and swapping the same as per the directive of the Commission.
Commission’s View

The coal allocation is not within the purview of the Commission. In the best
interest of the electricity consumers of the State, SCCL shall have to pursue
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with the concerned authorities for transfer of coal allocation from Naini Coal
Block to its own mines in Telangana. The Commission directs to expedite the
process to start the production from Naini coal block to reduce the burden on
the Consumers.

Additional Capitalization for FY 2024-29 -
Stakeholders’ Submissions

3.1.95 The Petitioner while working out th&“tariff components has claimed Additional
Capitalization of Rs. 20.77 Crore, by citing the directions of the Commission.

3.1.96 The Commission in its Order dated 20th December 2023 in O.P.N0.25 of 2023
(Capital Investment Plan for FY 2024-25 to FY 2028-29) & O.P.No.26 of 2023
(Business Plan) in which the Petitioner has proposed Capital In__véstment during
FY 2024-25 for Implementation o_f Flexible operation scheme as per CEA
Reglulaﬁon for Rs. 20.77: Crore, yet the Commission has not approved the

| prdpbsal since the Petitioner was asked to submit the justification for the
proposai along with- necessary cost details and specifically asked to submit as
- to why SCCL cannot achleve the compliance of CEA Regulatlon without

‘ lncurrlng the expenditure. ‘
3.1:-..9_7 However, the Petitioner has not replied to the specific query raised by the
Commission nor submitted justification of its Capital Investment proposat
. except stating the Commission's suggestion to seek approval in accordance
with the provisions of the Multi-Year Tariff Regulation No.2 of 2023. Further, the
Petitioner has not furnished the relevant provision under which it is seeking
Additional - Capitalization of Rs. 20.77 Crore. As such, the Additional
Capita[ization'proposed in the present MYT Petition, need ot be considered.
The Commission is requested to take into account the aforesaid submissions in
the Tariff determination for STPP Pl‘OjeCt for the control period for FY 2024-29

in the present Petition.

3.1.98 SCCL is statlng that the Commission allowed liberty for capital expenditure
required for implementation of flexible operation scheme as per CEA regulation.
Whereas thé fact is that the proposal regarding this is already rejected by the
Commission in its earlier orders, and therefore now the same cannot be
considered in the coming MYT. SCCL has not submitted detailed justification of
why the same flexibility in operation cannot be achieved without incurring the
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proposed capital expenditure.
Petitioner's Replies

3.1.99 The Stakeholders have stated that STPP has not submltted the justification for
capital expenditure proposal during FY 2024-25 for implementation of flexible
operation scheme as per CEA regulation. The stakeholders also stated that the
aforesaid proposal was not approved by the Commission.

3.1.100 In this respect, the Petltloner has submltted that the relevant CEA Regulations
and other technical detalls are . glven wrth ‘the MYT - submission dated
30.01.2024, further, the C_ommrss:on in:the o_rder for Capital investment plan
give the liberty to SCCL to undertake capital WOr‘ks'fo,r compliance of CEA
Regulations. The relevant portio{nei-of*:aai_d order is reprodneed t)elo_w:

“4.2.22 If the need arises, SCCL mays seek the. approval of the
_ Commission for undertaking the capital works required for complying
~ with CEA Regulations in accordance with the prowsuons of the Multu Year
"“Tariff Regulationto:be lssued by the Commlssmn e

3.1. 101 Further it is to submit that all relevant JUSttf catron and mformatlon have been

submrtted with the MYT submission dated 30. 01,2024 and the proposed cap!tal

_ work was claimed under Regulatlon 22(3)(||) of TS 02 of 2023. Accordmgly, the
|ssues raised by the D|scoms have no ment _ _

3.1. 102 The additional capital |nvestment of Rs.20.77 Crores is reqwred for
modrt" cations in control and mstrumentation like low flow operatlon package for
aX|a[ fans. These works need to be cartied out in compliance to CEA Regulatlon
dated 30:01.2023 and 15.12.2023 WhICh is claimed under change’ in law.

3.1.103 As per said requirement, load has to be reduced up to 55% and subsequently
up to 40% and the rates of ioad' change are stipulated to be much faster than |
earlier contemplated during design of the unit. The hlgher shpulated ramp rates
are the main reason why existing system could not comply the regulation in its
present form. Accordingly, this expendlture needs to be allowed under change
in law and the issues raised by the TGDiscoms in this regard have no merit.
Commission’s View

3.1.104 The Commission has approved the additional Capitalisatton for the MYT Period
FY 2024-25 to FY 2028-29 after due diligence and prudence check. The
approval of the additional capitalization is detailed in the subsequent chapter.
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4.1.2

413

(=)

Chapter-4
Analysrs and Conclusion on True-up for FY 2022-23

Regulatory Provisions
The petitioner has submitted the true-up petition for FY 2022-23 on 30.01.2024.

The Commission has carried truing-up exercise in accordance with Regulation
No.1 of 2019.

‘In addition to details submitted in petitibn the Commission has also considered

the additional submlsswns made by the petitioner dated 10.04.2024 in support
of their claim. The component -wise description of the petitioner’s claim and the
Commlssmn view thereon is given below

Additional Capitalisation

Petmbner s Claim
414 -

The petltloner has claimed Rs 16 96 crore - as addltlonal cap:tahsataon for

" FY 2022-23. In justification- of additional capltallsat:on the petitioner submltted

4.1.5

that the works are within the original scope and spilled over to current control

'penod and requested the Commlsswn to allow the same under Clause 7. 19 1.

of Regulatlon No.1 of 2019.

Commission’s View

' The Commission in its order 28.08. 2020 after prudence check held that no
‘additional capitalisation beyond the original scope of work and after the cut-off

date is allowable. The relevant extract is as follows:

5.4.20° Clause 7.19 of Regulation:No. 1 of 2019 stipulates as under
7.19  Additional Capitalisation

7.19.1 The capital- expenditure actually incurred or projected to be
incurred, on the following counts within the Original Scope of
Work, after the COD-and upto the Cut-Off Date, may be admitted
by the Commission subfect to Prudence Check. Any additional
capitalization after COD needs prior approval of the Commission:

5.4.21 Regulat.-on No.1 of 2019 defines cut-off date as 315t March of the year
ending after two years of the year of start of commercial operation of a
project and in case a project is declared to be under commercial
operation in the last quarter of a year, it shall mean 315t March of the year
ending after three years of the year of start of such commercial operation.
The project has achieved COD on 02.12.2016 and accordingly, the cut-
off date is 31.03.2019. The capital :nvestment and the additional
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41.6

41,7

capitalisation claimed by SCCL is beyond the original scope of work and
after the cut-off date. The additional capitalisation beyond the original
scope of work and after the cut-off date is not allowable in accordance
with clause 7.19.1 reproduced above.

Further, the Commission in its true-up order for FY 2019-20 dated 23.03.2023
reiterated the above stand that no additional capitalisation beyond the original
scope of work and after the cut-off date is allowable. The extract of relevant
clause is as follows: '

“3.5.13 As per clause 7.19.1 of Regulation No.1 of 2019, the pre-requisite for
allowing any expenditure/claim after: cut-off date is that the works must
have been approved by the Commission. Further in order dated
28.08.2020 it has been emphasised that the .additional capitalisation
beyond the original scope of work and after the cut-off date is not

. allowable. In view the above the Commission is not inclined to approve
the additional capitalisation due to spill over works of the petitioner for
Rs.199.78 crore.” Lo : '

Thega_dditional capitaiisati_on claimed by the petitioner pertains is beyond the

. Gutoff date. The clause 7.19 of Regulation No.1 of 2019 clearly stipulates that

4.1.8

the capital expenditure within the original scope of work actually incurred: upto
the cut-off date may be admitted by the Commission subject to prudence check.
As the additional expenditure is incurred after cut-off date as submitted by the

" Petitioner the Commission has not allowed the additional capitalisation claimed

by'j,th_e petitioner while carrying out the truing-up for FY 2022-23.
Table 4-1: Additional Capita!isati.bn as approved for FY 2022-23-

» Rs. in crore
‘Particulars - 2022-23 T
- __Claimed Approved
Additional Capitalisation , 16.96 0.00

Depreciation

Petitioner’s Claim

The petitioner has claimed the deprecation as ‘Rs.400.54 Crore against the
approved value of Rs.400.34 crore in MYT order dated 28.08.2020. The
depreciation approved in MYT order dated 28.08.2020, claimed by SCCL in
true-up petition is detailed in Table below:
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Table 4-2: Depreciation as claimed for FY 2022-23

Rs. in crore
Particulars Approved in MYT Order dated Claimed in True-up
28.08.2020 Petition
Depreciation 400.36 400.54

Commission’s View
419 The Commission observed that the variance in deprecation claimed by the
Petitioner and approved by the Commission in MYT Order dated 28.08.2020 is
on account of the variations in GFA opening base and additional capitalization
proposed by the Petitioner for FY 2022-23. The Commission observed that the
opening GFA value for FY 2022-23 considered by'the'Petitioner.does not match
with the approved True up closing GFA-for FY 2021-22. Further, the Commission
has disallowed the additional capitalization for FY 2022-23.
4.1,10 The Commission has approved the depreciation in accordance with Cla_use 10
- of the Regulation No. 1 of 2019 considering the approved GFA. The
- depreciation rate is considered in accordance to Clause 10.6 of the Regulation
No. 1 of 2019. | o
The deprecation approved in MTR Order dated 23.03.2023, claimed byKSICCL

in True up petition and approved in True up Order is detailed in Table below:

4.1.11

Table 4-3: Depreciation as approved for FY 2022-23

4,112

Rs. in crore
Particulars Approved in MTR | Claimed in Approved in
' : ' Order 23.03.2023 True-up True-up Order

' Petition

Opening GFA 7745.32 7745.32 | = 7745.32
Cg:r't'ms during the 0.00 16.96 0.00
Closing GFA 7745.32 7762.28 7745.32
Rate of Depreciation 517% 5.17% 5.17%
Depreciation 400.36 . 400.54 400.36

Interest and Finance Charges on Loan

Petitioner’s Claim

The Petitioner has claimed the interest and finance charges on loan as Rs.
266.65 Crore against the approved value of Rs. 286.06 Crore in MYT Order
dated 28.08.2020. The Petitioner further added that the Commission in its Mid
Term review Order dated 23.03.2023 allowed the refinancing of ioan. The
Petitioner has claimed the sharing of gains accrued due to refinancing in the
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4.1.13

4.1.14

4.1.15

O

truing up of FY 2022-23 in accordance to Clause 12 of Regulation No. 1 of 2019.
The interest and finance charges on loan approved in MYT Order dated
28.08.2020, claimed by SCCL in True up petition is detailed in Table below:

Table 4-4 Interest and Finance Charges on Loan as claimed for
FY 2022-23

Rs. in crore
Particulars Approved in MYT Order Claimed in True-up
dated 28.08.2020 Petition
Interest and finance P
charges on Loan . 286.06 266.65

Commission’s View .

The Commission has approved the Interest and Finance Charges on loan in
a_cqordance with Clause 12 of the Regulation No. 1 of 2019. The outstanding
loan balance approved for FY 2021-22 has been considered as the opening
loan- balance for FY 2022 23. The approved deprecratlon has been consrdered

*as the normative repayment for the year

In regard to interest rate, the Commrssron drrected the Petitioner to substantrate
the mterest rate on loan as consrdered in the Petition. The Petltroner in- |ts reply

| the 2022-23. The Commission has computed the weighted average rate of

4.1.1’6

mterest on loan based on the actual loan portfolio and respective lnterest rate
The Commiission in its MTR Order dated 23.03.2023 approved the reflnancmg

of loan for FY 2020-21 and FY 2021-22 as shown below:

“3.9.12 The first and fourth proviso under clause 12.5 of the: Regu!atron
No.1:0f 2019 specifies “in no case the rate of interest on loan ‘shall exceed
_approved rate of RoE” and “Provided that if such rate of notronal loan
changes by more than MCLR *during the control period . -and . such change
subsists for more than 3 continuous quarters in a year, then the same shall
be effected on the notional loan and adjusted during true-up'at the time of
Mid-Term Review and End of Control Period Review” respectively ...

3.9.14 The Commission on consrderatron of loan reﬂnancmg has arrived

at weighted average rate of interest @8. 84% for the FY 2020-21 and the
~ details are as given below:

Table 3.13: Interest rate due to loan refinancing during FY 2020-21

Rs. in crore
Particulars Before swapping | After swapping 168
197 days days (15.10.2020 to
(01.04.2020 to 31.03.2021)
14.10.2020)
Average Net Loan 3,876.98 3,719.10
Interest on loan 213.35 122.39
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Wt Average Interest on loan 8.84%

for FY 2020-21 (A)

Interest rate before loan 10.20%

refinancing (B)

Reduction in interest rate 1.36%
due to loan refinancing

(C= B-A)

The Commission has computed the reduction in interest on loan amount
by using the reduction in interest rate due to loan refinancing and approved
average loan balance.

3.9.16 The Commission has consrdered the reduced interest on loan from
FY 2020-21 to FY 2023-24; Though there is reduction in interest rate dueto
loan refinancing and after sharing of gains/loss as per clause 12.6 of
Regulation No.1 of 2019, the net interest on loan for FY 2020-21 has
increased as the refinancing charges are fo be passed on fo beneficiaries
as-per Regulation No.1 of 2019. The benefit of reduced rate of interest on
loan due to loan refinancing is passed on to beneficiaries from FY 2021-22
to FY 2023-24...... ” ‘ __

4.1. 17 It is observed that the Petitioner has aiso ciaimed the sharing of the benef ts of
‘ refinancmg of loan during FY- 2022~23 in its True -up petition. The Commisswn
i |t$ Order dated 23._03.2023 has approved the sharing of gains on account of

reﬁnancing in FY 2020-21 and the Commission has not approved any shéring

of gains for FY 2021-22. The Petitioner being aggrieved by the Commission’s

_ MTR Order for not allowing the sharing of refinancing during FY 2021-22

~ - challenged the Order before the Hon'ble APTEL, which is stil pending. As the

~ issue of sharing of refinancing for FY 2021-22 is sub-judice, the Comm'i'ssion is
nbt allowing the sharing of refinancing for FY 2022-23 at this stage |

41.18 The interest and finance charges on loan approved in MTR: Order dated

23.03.2023, claimed by SCCLin True up petition and approved in True up Order
is as shown in the Table below:
Table 4-5: I&FC on Loan as approved for FY 2022-23

- - Rs. in crore
Approved in | Claimed in True-up Approved in
Particulars MTR Order Petition True-up Order
23.03.2023
Qpening Loan - 3330.34 3330.33
Addition 11.87 0.00
Repayment 400.54 400.36
Closing Loan 2941.67 2929.97
Interest rate 7.66% 7.66%
Interest on loan 240.10 239.65
Sharing of 26.55 -
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4.1.19

@

- Approved in | Claimed in True-up Approved in
Particulars MTR Order Petition True-up Order
23.03.2023
Benefits of
Refinancing
I&FC on.Loan 224.24 266.65 239.65

Interest on Working Capital (loWC)

Petitioner’s Claim

The Petitioner has claimed the Interest on worklng capital for FY 2022-23 as
Rs. 98.65 Crore in accordance to Clauses 13.1 to 13.4 of Regulation No. 01 of
2019 agalnst the approved value of Rs. 79.65 Crore in MYT Order dated
28.08.2020. The Petitioner has consrdered the Interest rate- as 9.40% for

computation of interest on worklng capztal

4.1.20 The |nterest on worklng capital- approved in MYT Order dated 28 08.2020,

4.1 ."21

clalmed by SCCLin True up petltlon is detarled in Table below:
Table 4-6: Interest on Workmg Caprtal as clarmed for FY 2022—23

. ~Rs. in crore
Partlculars s 1 Approved in MYT Order Clalm_ed,l_.n True-
3 : dated 28.08.2020 up Petition
Interest on Working Capital | 79.65 9‘8'."65 2

Commrssron s View
The Commission has computed the worklng capital requirement for FY 2022 23

“in accordance with clause 13 of Regulation No.1 of 2019. The workmg capltal

: requrrement has been computed consrdenng the following:

. Cost of coal towards stock corresponding o 30 days ‘generation
- corresponding to target avallablllty
" ‘Cost of coal for 30 days of generatron corresponding to target availability.
. Cost of secondary fuel oil for two months of generation corresponding to
target availability.
. Maintenance spares @ 20% of the O&M expenses.
. O&M expenses for.one month.
- Receivables equivalent to two months of capacity charges and energy
charges for sale of electricity calculated on target availability.
" Minus payables for fuel (including secondary fuel oil} to the extent of

thirty days of the cost of fuel computed at target availability.

4.1.22 In regard to rate of loWC, the relevant clause of Regulation is as follows:

~3.3 Rate of interest on working capital shall be on normative basis and shall
be considered as the Bank Rate plus 150 basis points as on filing date
or as on 1t April of the financial Year during the MYT period in which the
Generating Station or Unit thereof is declared under commercial
operation, whichever is later.
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Provided that for the purpose of Truing-up for any year, interest on
working capital shall be allowed at a rate equal to the weighted average
Bank Rate prevailing during the concerned Year plus 150 basis points.”

4.1.23 The Commission observed that the petitioner has wrongly computed the rate of

4.1.24

4.1.25

4.1.26

interest for FY 2022-23. The petitioner has claimed the interest rate as 9.42%
instead of Rs.9.30% equal to the weighted average Bank Rate prevailing during
the FY 2022-23 including 150 basis points in accordance to clause 13.3 of
Regulation No.1 of 2019.

The loWC approved in MTR order dated 23.03.2023, claimed by SCCL in true-

up petition and approved in true-up order is detailed in Table below:
Table 4-7: Interest on Working Capital as approved for FY 2022-23

.. Rs. in crore
Particulars - Approved in | Claimed in | Approved in True-
MTR Order True-up up Order
' 23.03.2023 Petition

- |Cost of Coal : 233.62 229.71
Cost of Coal 233.82 229.71 .
Generation ' .
Cost of secondary fuel 1.83 1.83
oil '
Q&M expenses 25.58 19.11
Maintenance spares 61.38 45.87
Receivables 726.24 699.15

~ |Minus: Payables for 234.54 230.62
fuel ' .
Total Working Capital 1047.73 - 99475 -
Rate of Interest 9.42% 9.30%
Interest on Working '
Capital 83.51 98.65 92.50

Operation & Maintenance (0’&M) Expenses

Petitioner’s Claim

The Petitioner claimed the O&M expenses as Rs. 304.61 Crore on actuals
against the approved value of Rs. 231.61 Crore in MYT Order dated
28.08.2020. The Petitioner in support of its claim has also submitted the auditor
certificate.

The O&M expenses approved in MYT Order dated 28.08.2020, claimed by
SCCL in True up petition is detailed in Table below:
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Table 4-8: Summary of O&M expenditure as claimed for FY 2022-23

©

Rs. in crore
Particulars Approved in MYT Order | Claimed in True-up
dated 28.08.2020 Petition
Employee Expenses 104.70 1563.76
R&M Expenses 94.90 94.61
A&G Expenses 34.36 56.24
Q&M Expense 231.61 304.61

Commission’s View -
4.1.27 The clause 6.7 of Regulation No.1-of 2019 specifies variation in O&M expenses

as controllable factors The relevant extract is as follcws

“6.7 Controllable factors '

_Variations or expected variations in the performance of the petitioner,
.. ~which may be attributed by. the Commission to controllable factors

- lInclude, but are-not limited to the following:
6.7.1 - Variations in capitalisation;.on account of time or cost overruns or
- . inefficiencies in the rmplementatron of a capital expendrture -scheme not
. attributable to.an approved change rn its scope, change m statutory

;... leviesor Force Majeure Events;. =~ .

. 672 Variation in interest and finance charges return on - equrty, .and
... depreciation on account of varratron m caprtahsatron as specrfred in
: clause 6.8.1 above; :

6.7.3 Variation in performance parameters such as Avar!abrlrty, Auxrlrary
... Consumption, Secondary fuel on‘ consumptron Gross Statron Heat
Rate.
.- 6.7.4 Variation in amount of interest on working capital;
" 6.7.5 . Variation in Operation.and Maintenance Expenses;
‘ 67.6 Variation in coal transit Josses.”

4.1.28 The Commissmn has recomputed: the. normative Employee expenses

normatwe R&M expenses and normatwe ASG expenses as per Regulatlon
No.1 of 2019 based on the actual WPI/CPI for FY 2022-23.
Table 4-9: Normatrve Employee Cost as approved for FY 2022-23

Rs. in crore
Particulars B EMPs- CPI Inflatlon Provrsnon EMPn
(a). b). | {c) (a*b)+(c )
Employee Cost 101.87 1.05 0.00 107.02
Table 4-10: Normative A&G Expenses as approved for FY 2022-23
Rs. in crore
Particulars A&Gro Inflation Factor | Provision A&Gn
{a) (b) {c) (a*b)*+(c)
A&G Expenses 34.34 1.07 0.00 36.69
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Table 4-11: Normative R&M Expenses as approved for FY 2022-23

Rs. in crore

Particulars Kn GFAn WPI Inflation R&Mn
(a) (b) (c) (a*b*c) °

R&M Expenses 1.04% 7745.32 1.10 87.94

4.1.29 The recomputed normative O&M expenses were compared with the actual

expenses as claimed by petitioner and the Commission has approved the least
of computed normative expenses and actual expenses claimed.

Table 4-12: Least of O&M expenses Normative (recomputed) and actuals
for FY 2022-23 ‘

4.1.30

4.1.31

- Table 4-13: O&M Expenses claimed and approved FY 2022-23

‘ Rs. in crore
Particulars Recomputed Claimed Lower of
' Normative (Actuals) | Normative or
ks Claimed
Employee Expenses - 107.02 153.76 107.02
R&M Expenses - 87.94 94.61 87.94 =
A&G Expenses 36.69 56.24 36.69
O&M Expenses 231.64 304.61 231.64

The relevant clause of Regulation No.1 of 2019 related to O&M expenses is as
follows: ' |

“19,1 The O&M expenses for each year of the control period shall be approved
based on the formula shown below: _

O&Mn = (R&Mn + EMP, + A&Gp) x 99%” _
The O&M expenses claimed by petitioner and approved by the Commission for

FY 2022-23 is as shown below:

Rs. in crore ©
Approved _
in MTR Claimed Approved
23.03.2023 A
Particulars
Employee R&M &G &M Employee R&M A&G &M O&M
Expenses ExpensesExpensesExpensesExpenses [Expenses [ExpensesExpenses Expenses
0o&M a) . Kb} ¢} a+b+c) |{a) (k) c) a+tb+c) | [atb+c)x88%
Experises
FY 2022-23 220,09 153.76 04,61 | 56.24 | 304.61 | 107.02 |- 87.84 36.69 231.64 229.33

Return on Equity (ROE)

Petitioner’s Claim

4.1.32 The petitioner has claimed the Return on Equity (RoE) for FY 2022-23 as

Rs.481.81 crore against the approved value of Rs.436.40 crore in MYT order
dated 28.08.2020. The petitioner has considered the effective tax rate as
25.17% for grossing up the base rate of Return of Equity (15.50%).

4.1.33 The RoE approved in MYT order dated 28.08.2020, claimed by SCCL in true-
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4.1.34

4.1.35

®

up petition is detailed in Table below:
Table 4-14: Return on Equity including Tax as claimed for FY 2022-23

Rs. in crore
. Approved in MYT Order | Claimed in True-up
Particulars dated 28.08.2020 Petition
Return on Equity . 436.40 481.81

Commission’s View

The Commission has approved Return on Equity in accordance with Clause 11
of the Regulation No. 1 of 2019. The gross normative equity as on 31.03.2022
approved in True-up Order dated- 23.03.2023 has been considered as the
normative opening equity as on 01 .04.2022. The base rate of Return on Equity
is considered as 15.50% in accordance to Clause 11.2 of Regulation No. 1 of
2019.

In_*’regard to tax paid, the Commission directed the Petitioner to submit the

documentary evidence in supp_ort'of his claim. The Petitioner in its reply

reduced Tax rate of 25.168% without MAT credit entitiement and'légémpt"ions.

:I_"h'erefore, the effective tax paid for FY 2022:23 comes out to 25.@168_'% ;(Basic

41.36

Rété: 22%, Surcharge: 10% on Basic rate and Cess: 04% on Basic rajte +
Surcharge). o
The Commission observed that the Petitioner in addition to generation business

- is also engaged coal business. The audited Accounts of the Petitioner for FY

2022-23.js prepared on consolidated basis as there is no bifurcation of regulated
business (thermal business) and other business of the Petitionet. As the audited
accounts are prepared on consolidated basis, it would be difﬁcUIt‘ to ascertain

+ and bifurcate the tax paid among the different business of the Petitioner. The

4.1.37

Petitioner has not complied'witlﬁ" the earlier directive of maintaining separate
book of accounts for power generation activity in MTR Order dated 23.03.2023,
the Commission expresses its displeasure and directs the Petitioner to maintain
separate book of accounts for power generation activity.

The Hon'ble APTEL in its judgement dated 4% April, 2007 in appeal no. 251 of
2006 has ruled as under:

“The consumers in the licensee’s area must be kept in a water tight
compartment from the risks of other business of the licensee and the Income

Tax payable thereon. Under no circumstance, consumers of the licensee should
be made to bear the Income Tax accrued in other businesses of the licensee.
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Income Tax assessment has to be made on stand alone basis for the licensed
business so that consumers are fully insulated and protected from the Income
Tax payable from other businesses.”

4.1.38 Further, the Commission in its MTR Order dated 23.03.2024, has approved the
income tax at MAT rate while truing up for FY 2019-20 to FY 2021-22. The
relevant extract is as follows:

“3.12.10 The Commission has approved RoE in accordance with clause 11 of
the Regulation No.1 of 2019. The gross normative equity as on 31.03.2019
approved by True-up order dated 28.08.2020 has been considered as the
normative equity as on 01.04.2019. The petitioner, availing regular income fax
rate instead of concessional MAT rate would lead to higher RoE and burden on
the consumers. Hence the Commission has considered concessional MAT rate
instead of regular income tax rate as claimed by the petitioner. The rate of RoE
has been considered as 18.782% by grossing up the base rate of 15.50% with

concessional MAT rate of 17.472%.”
4.1.39 The Petitioner being aggrieved by the Commission’s MTR Order for not allowing

the effective tax rate and challenged the above said MTR Order before the
" Hon'ble APTEL, which is still pending. As the issue of effective tax rate is sub-
judice, the Commission is considering the tax rate as MAT inline with MTR Order:
dated 23.03.2023 at this stage. o
4.1.40 The Return on Equity including tax approved in MTR Order dated 23.03.2023,
~ claimed by SCCL in True up petition and approved in True up Order is détailed
in Table below: |
Table 4-15: Return on Equity including Income Tax as approVed for

FY 2022-23

‘ Rs. in crore

o Approved in MTR|Claimed in| Approved in
Particulars Order 23.03.2023 | True-up | True-up Order
Petition

Opening Equity - S 2323.60 2323.60
Addition . 5.09 0.00
Closing Equity B S 2328.68 2323.60
Rate of RoE : 15.50% 15.50%
Tax Rate 25.17% 17.47%
Grossed up rate of RoE 20.71% 18.78%
RoE including Income Tax 436.40 481.81 436.40

Non-Tariff Income (NTI)

Petitioner’s Claim
4.1.41 The petitioner has claimed the Non-Tariff Income (NTI) on actuals as given in
table below:
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Table 4-16: Non-Tariff Income as claimed for FY 2022-23

Rs. in crore
Particulars Approved in MYT Order | Claimed in True-
dated 28.08.2020 up Petition
Non-Tariff iIncome (NTI) 17.92 9.27

Commission’s View
The Commission after prudence check and based on audited accounts in terms
of clause 16(a) of Regulation No.1 of 2019 allows the NTI as claimed by
petitioner as shown in table below: '

Table 4-17:Non-‘Tarfff Income as appr‘_oVe"d for FY 2022-23

Rs. in crore
. . o Approved in
. Approved in MTR | Claimed in True-up.| )
Particulars Order 23.03.2023 Petition - True-up
. ‘ Order
Non-Tariff Income o o
(NTI) 13.33 927 N 9.27
) 'Other Charges

" Pet:troners Claim

41 :43

4144
4.1.45

4.1.46

. |Particulars Approved in MYT Order| Claimed in.True-
R dated 28.08,2020 up Petition
" |Other Charges (water charges, - - 2.30.
{audit fee & tariff filling fee) o e

The petitioner has clalmed other charges (water charges Audit fee & Tariff fi II1ng
fee) on actuals as given in table below:" '

Table 4-18: Other Charges as claimed for FY 2022-23 LT
Rs. in crore

Commission’s View .

The Commission directed the ‘Petit:ioner' to submit the details ofuwafer Charges,
Tariff filing fee and audit fees as‘c':leimed for FY 2022-23. The Petitioner in its
reply has submitted the copy of documentary evidences with regard to the Water
charges, Tariff filing fee and Audit Fee as claimed.

The clause 19.6 of Regulation No.1 of12019“ stipulates that any expenditure on
account of license fee, initial or renewal, fee for determination of tariff and audit
fee shall be allowed on actual basis, over and above the A&G expenses
approved by the Commission.

The Commission after prudence check allows the Water Charges, Audit Fee &
Tariff Filing fee on actuals as claimed by the Petitioner as detailed below:
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4.1.47

4.1.48

4.1.49

" 4150

Table 4.15: Other Charges approved for FY 2022-23
Rs. in crore

Approved |Claimed in| Approved
. . in MTR | True-up | in True-up
Particulars Order Petition Order

23.03.2023

Other Charges (water charges, 2.30 230

audit fee & tariff filling fee) -

Incentive

Petitioner’s Claim

The Petitioner has claimed incentive as Rs. 16.03 Crore in accordance to
Clause 21.4 of Regulation No. 1 of 2019 for supplying power to Beneficiaries
more than the normative operations norms (PLF> 85%) as specified by the

Commission.
Table 4-19: Incentive as claimed for FY 2022-23 __
' . Rs. in crore

. Approved in MYT| Claimed in

Particulars : Unit Order dated True-up
28.08.2020 Petition -

Target PLF % . 85% 85%

incentive Rate . Rs./kWh 0.50 -0.50

Units above Normative PLF MU - 320.53

Incentive for additional i '

generation above Normative Rs.Crore - 16.03

PLF

- Commission’s View

The Incentive for achieving the normative PLF and additional generation over &
above normative PLF are to be recovered directly from beneficiaries in
accordance to Regulation No.1 of 2019. The Petitioner is directed to recover
the same in accordance with the Regulation No. 1 of 2019.

Energy Charges

Petitioner’s Claim

The Petitioner submitted that Energy Charges have been computed based as
per clause 21 of Regulation No.1 of 2019. .

The Energy Charge Rate (ECR) claimed by SCCL for FY 2022-23 is as shown

in the Table below:
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Table 4-20: Energy Charge Rate (ECR) as claimed for FY 2022-23
Approved in : .
_ _ MYT Order Claimed in
Particulars Legend| Units dated True up
28.08.2020 | Petition
Auxiliary Consumption AUX % 5.75 6.05
Gross Station Heat Rate GHR | kecal/lkWh 2303.88 230547
Secondary Fuel oil consumption SFC ml/kWh 0.5 0.19
Calorific Value of Secondary Fuel CVSF | kcal/ml 9.97 10.01
Landed Price of Secondary Fuel LPSF Rs/ml 0.04 0.07
ot Avg. Gross Calorifie Value of | oVPF | keallkg | 3866.17 | 4002.83
Landed Price of Coal LPPF 1. Rs/kg - | 3.68 5.44
Specific Coal Consumption | kg/kWh 0.59 0.58
~ ECR Rs/kWh 3.343

2,345

Commrssron s View
4.1.51

Clause 21 of the Regulation No. 'l of 2019 stipulates the methodology for

determmatlon of ECR. The Auxmary Consumptlon Gross Station Heat Rate,

: Secondary Fuel ail coneumpt:on “Calorific Value of Secondary Fuel are

» controllable factors and conSIdered on normatlve basis. Further the Ianded

prlce of secondary fuel welghted average gross calorific value of coal and

4152

Commlesmn has recomputed the ECR for FY-2022-23 as follows:

landed price of coal are uncontrollable factors and considered on actuals basis.
Based on the above methodology and details submitted by the Petitloner the

Table 4-21: Energy Charge Rate (ECR) approved for FY 2022-23

Approved | Claimed .| Approved
1 - ‘ in MYT | in True- in True-up
Partictilars Legen'd Units Order up - |*.Order
' o I dated | Petition- |-
28.08.2020 :

Auxiliary Consumption | AUX % - 5.75. . 6.05: 5.75
Gross Station Heat GHR |kcal/lkWh| 2303.88 | 2305.47 | 2303.88
Rate . -
Secondary Fuel oil SFC | ml/kWh 0.5 0.19 0.19
consumption ‘ : _
Calorific Value of CVSF | kcal/ml 9.97 10.01 10.01
Secondary Fuel .
Landed Price of LPSF | Rs/ml 0.04 0.07 0.07
Secondary Fuel
Wt. Avg. Gross CVPF | kcallkg | 3866.17 | 4002.83 | 4002.83
Calorific Value of Coal
Landed Price of Coal LPPF | Rs/kg 3.68 5.44 5.44
Specific Coal kg/kWh 0.59 0.58 0.58
Consumption

ECR Rs/kWh| 2.345 3.343 3.332

4.1.53 Any variation in fuel prices on account of change in the GCV of coal or gas or
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liquid fuel shall be billed in accordance with the provisions under Clauses 21.10
and 21.11 of Regulation No.1 of 2019.

Summary of Annual Fixed Charge admitted and Sharing of Gain/Loss
4154 The summary of AFC claimed by SCCL for FY 2022-23 and approved by the
Commission is given in table below:
Table 4-22: Annual Fixed Charge (AFC) approved

‘ Rs. in crore
Aﬁ‘pﬁ.l‘.’;d Claimed | Approved | Variation
Particulars | Order ‘linTrueup | inTrue | withMTR
__ 1 23.03.2023 | Petition | up Order Order
Depreciation 400.36 400.54 400.36 0.00
Interest and finance . -
charges on loan 224.24 266.65 239.65 . 15.41
“Interest on Working Capital 83.51 08.65 92.50 ' 8.99
.| Operation & Maintenance ‘
Expenses 22(?,_09 304.61 229.33 9.23
Return on Equity 436.40 481.81 436.40 0.00
Less: Non-Tariff Income 1333 |- 927 9.27 -4,06
| Annual Fixed Charges 1351.27 1542.99 | 1388.97 |  37.69
Other Charges - 2.30 2.30 2.30
‘Total AFC including
Oth er Charges 1351.27 1545.30 1391.27 39.99

Sharlng of Gains/Losses _
4.1, 55 ‘The Commission has approved the sharing of gains/losses in accordance with

" the relevant clauses of Regulation No.1 of 2019 as detailed in table below

Table 4-23: Summary of approved sharing of gain/loss to the

beneficiaries
" Rs. in crore
Variation | Sharing of
. of AFC - | Gain/Losses
Particulars with MTR
Order
Depreciation 0.00 0.00
Interest and finance charges on loan 15.41 - 15.41
Interest on Working Capital 8.99 3.00
Operation & Maintenance Expenses 9.23 3.08
Return on Equity 0.00 0.00
Less: Non-Tariff Income -4.06 -4.06
gther Charges (Water charges, Audit fee & Tariff 230 530
iling fee)
Sharing of gains/losses (+/-) 27.84

The Commission directs SCCL to bill to the beneflmarys viz., TGDISCOMs

the claim towards total sharing/passing through of gains/losses approved in

4.1.56
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‘this order as per the AFC and other charges approved after truing-up for
FY 2022-23, ‘
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Chapter-5
Analysis and Conclusion on MYT for the period FY 2024-25 to
FY 2028-29

Regulatory Provisions
511 The clause 6 of Regulation No. 2 of 2023 specifies the procedure for filing
petition. The extract of relevant clauses of Regulation No.2 of 2023 is as follows:

“6  Procedure for filing Petition

6.1 The petitions under MYT by the -generating entity, transmission
licensee/STU, SLDC and distribution licensee shall be filed as per the
timelines specified in this Regulation and in compliance with the

‘principles for determination of Aggregate Revenue Requirement as

specified in this Regulation along wu‘h the applicable formats enclosed

at Appendix 1 to Appendix 5.

6.2 The petitions to be filed for each control period under this Regulat:on are
as under:

a) Multi Year Tariff petition shall be filed by 30th November of the
year: precedmg the first year of the control penod by.generating
entity, comprising:

i True-up of preceding year for generation business;
ii. True-up of preceding year for integrated mine;

i, Proposal of Tariff for each year of the control period for
generation business;

iv. Proposal of Input Price of coal supplied from integ}'ated
mine for each year of the control period.

Provided that the Multi Year Tariff petitions. for the control
period commencing from 01.04.2024 shall be filed by
generating entity, transmission licensee, distribution
licensee and SLDC on or before 31.01.2024.

......

lllustration: The timelines for ﬁlmg the Petitions for the control périod from
FY 2024-25 to FY 2028-29 are as under:

Multi Year Tariff petition for the control period
from FY 2024-25 to FY 2028-29: 31.01.2024;

Annual Tariff petition for FY 2025-26: 30.11.2024;
Annual Tariff petition for FY 2026-27: 30.11.2025;
Annual Tariff petition for FY 2027-28: 30.11.2026;
Annual Tariff petition for FY 2028-29: 30.11.2027;

512 The petitioner has filed the MYT petition for the period i.e., from FY 2024-25 to
FY 2028-29 on 30.01.2024.
51.3 The Commission has scrutinized the petition filed by petitioner for determination
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of Generation Tariff for the MYT of the period i.e. FY 2024-25 to FY 2028-29, in

accordance with Regulation No. 2 of 2023,

The tariff for sale of electricity from a thermal generating station shall comprise

of two parts namely, Annual Fixed Charges (AFC) and Energy Charges (for

recovery of primary and secondary fuel cost). The extract of relevant clause of

Regulation No.2 of 2023 is as follows:

5139
39.1

39.2

40

40.1

-~ (a)

R )
ENCEE

@
- (e)

Less:

{0

46.3

46.4

Components of Tariff -

The Tariff for sale of electnc:ty from a thermal power Generating
Station shall comprise'i wo parts namely, Annual Fixed Charge and
Energy Charge. :

The Tariff for sale of electricity from a hydel. Generating Station shall
comprise one part, namely, Capacity Charge R

Annual Fixed Charges

The Annuai Fixed Charges shaﬂ comprise- the _ following
components: S

Operation & Mamtenance Expenses
Depreciation; . o
Interest and fmance charges on loan
Interest on Workmg Capital

Return on Equn‘y, :

Non-Tariff Income;'

Energy Charges

The Energy Charges shall cover landed cost of primary fuel and
secondary fuel oil and shall be worked out on the basis of tfotal
energy scheduled to be supplied to the Beneficiary/ies: during the
calendar month on ex-power plant basis, at the Energy Charge
Rate of the month (w:th fuel price aayustment) as per the following
formula:

Energy Charges (Rs) = (Energy Charge Rate in Rs/kWh) x
[Scheduled Energy. (ex-bus) for the month in kWh]

Energy Charge Rate (ECR) in Rs/kWh shall be computed upto
three decimal places and shall be the sum of the cost of normative
quantities of primary and secondary fuel for delivering ex-bus one
kWh of electricity, and shall be computed as per the following
formula:

ECR={(GSHR-SFCxCVSF)XLPPF/CVPF+SFCxLPSF}x100/(100-
AUX)

Where,

AUX = Normative Auxiliary Energy Consumption in
percentage;

CVPF = Weighted average Gross Calorific Value of coal as

received in kcal/kg less 85 kcal/kg on account of variation during -
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storage at generating station; in case of blending of fuel from
different sources, the weighted average Gross Calorific Value of
primary fuel shall be arrived in proportion of blending ratio;

CVSF = Calorific value of secondary fuel, in kcal/mi;
GSHR = Normative Gross Station Heat Rate, in kcal/kWh;
LPPF = Weighted average landed price of primary fuel, in

Rs./kg, as applicable, during the month; in case of blending of fuel
from different sources, the weighted average landed price of
primary fuel shall be arrived in proportion of blending ratio;

SFC = Normative Secondary Fuel Oil Consumption, in-
mitkWh;
LPSF; = - Weighted-average landed price of secondary fuel in

Rs./mi during the month.”
515 The component-wise description of the petitioner's claim and the Commission’s

view thereon is given below:
~Operation and Maintenance (O&M) Expenses

_ _ Petitioner’s Claim | .
51.6 The Petitioner submitted that the O&M expenses (Employee expenses, A&G
éxpenses and R&M expenses) are claimed based on actuals of the past Control
" Period after applying the formula provided in Clause 45 of Regulation No. 2 of
2023. The O&M expenses as claimed by the Petitioner for THE period FY2024-
2510 FY 2028-29 is as follows:
Table 5-1: 0&M Expenses as claimed for the period FY 2024-25 to FY 2028-

29 ,

\ Rs. in crore
Particular 2024-25 | 2025-26 | 2026-27 | 2027-28 | 2028-29
Employee Expenses 170.08 179.03 188.44 198.35 | 208.78
A&G Expenses | 59.73 63.27 67.02 70.98 75.19
R&M Expenses 126.38 133.86 141.79 150.19 159.08
0&M Expenses 356.20 376.17 397.25 419,52 443.05

Commission’s View
517 Clause 45 of (Multi Year Tariff) Regulation 2 of 2023 specifies the Operation
and Maintenance expenses. The relevant extract of the Regulation is as follows:
“45 Operation and Maintenance (O&M) expenses |
45.1 The O&M expenses for each generating station shall comprise of:

Employee cost including unfunded past liabilities of pension and
gratuity;

Repairs and Maintenance (R&M) expenses; and
Administrative and Generation (A&G) expenses.

45.2 The O&M expenses for existing generating station for each year of the
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Control Period shall be approved based on the formuia shown below:

O&M, =
Where,

O&M, —

* EMP,

e R&Mn -_—

hd A&Gn

EMP, + R&M, + A&G,

Operation and Maintenance expense for the n'" year;
— Employee Costs for the n'" year;
Repair and Maintenance Costs for the n" year;

Administrative and General Costs for the n year;

45.3 The above. components shaﬂ be computed in the manner specified below:

EMP, = {EMPn.1) x (CPI Inflation);

R&M, = K x (GFA} x (WP:r Inftation) and
A&Gy = (A&Gpq) x (WP lnﬂat:on)

Where,

EMP.1 — Employee Costs for the (n- 1)”’ year;

“K” is a-constant speolﬂed by the Commission in %. Value of K for each
year of the control period shall be determined by the Commission in the
MYT order based on generatmg entity’s filing, benchmarkmg of repair
and. maintenance  expenses; approved repair and" maintenance
expenses vis-a-vis GFA approved by the Commission in past and any
other factor considered appropnate by the Commission; = ‘

GFA, - Openmg Gross Fixed Asset of the generating statlon for the n"
year; ‘

A&Gy.1 — Administrative and General Costs for the (n-1)" year

CP! Inflation — is the point to pornt change in the Consumer Prroe Index
(CPI) for Industrial Workers (all India) as per Labour  Bureau,
Government of India; -in case CP! Inflation is: negat:ve the
escalation/change shatl be 0%;

WP Inflation — is the point to pomt change in the Whotesale Price Index
(WP} as per the Office of Economic Advisor of Government of India:

Provided that the employee cost and A&G. expenses for the first year of
the Control Period shall be worked out considering the average of the
frued-up expenses after adding/deducting the share of efficiency
gains/losses, for the immediately preceding Control Period, excluding
abnormal expenses, if any, subject to prudence check by the
Commission and duly escalating the same for 3 years with CP! Inflation
for employee costs and WPI Inflation for A&G expenses.

5.1.8 In accordance to proviso fo clause 43 of (Multi Year Tariff) Regulation 2 of 2023,

the Commissi
FY 2024-25

on has computed the Employee Expenses and A&G Expenses for
by considering the average of the trued-up expenses after
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51.9

5.1.10

5.1.11

&

adding/deducting the share of efficiency gains/losses, for the immediately
preceding Control Period and duly escalating the same with actual inflation
factor of FY 2022-23 and FY 2023-24.

The Employee Expenses of each financial year for the period FY 2024-25to FY
2028-29 is computed by escalating the above derived value of Employee
expenses by average CPI inflation factor of last 5 financial years (FY 2019-20
to FY 2023-24), subject to truing up in.accordance to Regulation. The Employee
Expenses approved by the Commission for the period FY 2024-25 to FY 2028-
29 is as shown below:

Table 5-2: Normative Employee Costs as approved for the period FY 2024-
25 to FY 2028-29

L Rs. in crore
Particular EMPn.1 CP! Inflation EMP,

- (a) _ (b) {ay(b)
FY 2024-25 | 114.51 .. ..1,058 121.17
FY 2025-26 121.17 1.058 128.22
FY 2026-27 12822 |~ 1.058 135.68
FY 2027-28 135.68 1.058 143.57
FY 2028-29 143,57 1.058 151.92

The A&G Expenses of each financial year for the period FY 2024-25 to FY
2028-29 is computed by escalating the above derived value derived value of
A&G expenses by average WPI inflation factor of last 5 financial years (FY

s 2019-20 to FY 2023-24), subject to truing up in accordance to Regulation.

Table 5-3: Normative A&G Expenses as approved for the penod FY 2024-
25 to FY 2028-29

o Rs. in crore
‘Particular A8&Gn1 ."WPI Inflation A&G,
(a) - (b} (a)*(b)

FY 2024-25 38.51 1.049 . 40.41
FY 2025-26 40.41 _ 1.049 42.41
FY 2026-27 42.41 1.049 44.50
FY 2027-28 44.50 | 1.049 46.70
FY 2028-29 46,70 1.048 49.00

In regard to R&M Expenses, the Commission has computed the k factor based
on the approved R&M expenses for previous Control Period. The normative
R&M Expenses of each financial year for the period FY 2024-25 to FY 2028-28
is computed by multiplying the opening GFA, with k factor and average WPI
inflation factor of last 5 financial years which is being escalated for the each
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5.1.12

128

year of the period FY 2024-25 to FY 2028-29, subject to fruing up in accordance
to Regulation.

Table 5-4: Normative R&M Expenses as approved for the period FY 2024-
25 to FY 2028-29

Rs. in crore
Particular WPI
K | GFAn | fiation | R&Mn
(a) .. (b). (c) - {a*b*c)

FY 2024-25 | 1.08% | 7745.32 | 1.049 87.89
FY 2025:26 | 1.08%.| 7745.32 1101 | 92.23
FY 2026-27 | 1.08% | 774532 | ~1.155 | 96.78
FY 2027-28 |-1.08% | 7745.32 | - 1.212 101.55
FY 2028-29 1.1.08% 7745 32 1.272 106. 56

The O&M Expenses approved by the Commission for FY 2024-25 to FY 2028-
29 is as shown below: :

:_Table 5-5: O&M expenses approved for the: penod FY 2024-25 to FY 2028-

'29

: ' » v b Rs in.crore
Particular 2024-25 : 2025-26 __2026-27 2027-28 | 2028-29
Employee Expenses| 121.17 | "128.22 | 135.68 143.57 -} 151.92
A&G Expenses 4041 | 42.41 - 44.50 46.70 |- 49.00
R&M Expenses 87.89 . 92.23 06.78 101.55- |- 106.56
O&M Expenses 24948 | 262.85. | 276.95 291.82 | 307.48

Additional Capitalisation

o Pet:t;oner s Claim

5.1.13

“The petltloner has clalmed Rs.20. 77 crore as additional capltaltsat:on for
FY 2024-25. In justification of additional capltallsatlon the petitioner submitted
that the

a) Flexible operation of existing coal-fired power plants is very much
required to ensure security, reliability of power supply and stability of
electricity grids while maximizing generation from Renewable energies
sources (RES) & integration of the same into grid.

b) Accordingly, CEA issued new regulations on 30.01.23 for
implementation of fiexible operation scheme in coal based thermal
power plants. As per the new regulations, the minimum unit generation
should be reduced to 40% (i.e., 240 MW) of maximum continuous rating
of unit (i.e., 600 MW) and minimum ramp rate capability should be 3%

58 of 86



©)

per minute (i.e., 18 MW/min) between 100% to 70% (i.e., between 600
MW-420 MW) of maximum continuous rating, 2% per minute (i.e., 12
MW/min) between 70% to 55% (i.e., between 420 MW to 330 MW) of
maximum continuous rating and 1% per minute (i.e., 06 MW/min)
between 55% to 40% of maximum continuous rating (330 MW to 240
MW). These regulations should be complied within one year from the
date of the notification of the regulations. '

c) CEA further notified on 15.12.23, the phasing plan of various coal based

thermal Generating units. Based on the phasing plan approved by CEA,

SCCL Unit-1 and Unit-2 should implement flexible operation scheme by
'January 2025 and March 2025 respectively. -

Table 5-6: Additional Capitalisatiori as claimed for the period FY 2024-25

fo FY 2028-29 ‘
Rs. in crore

Particular 2024-25 | 2025-26 | 2026-27 | 2027-28 | 2028-29

Additional . —

Capitalisation 20.77 S . i ]

Commission’s View

5.1.144 The Commission in its order on Business Plan, & Capital Investment Pllan for

- FY 2024-25 to FY 2028-29 dated 29.12.2023 has already given its view on the

- FGD system and implementation of flexible operation scheme as per CEA
Regulation. The extract from the Order is stipulated below:

“FGD system

4.2.11 The Commission in the MYT Order dated 28.08.2020 ruled as under:
“5. 4,28 As the target date for complying with SO2 emission norm was deferred
by the competent authority and such uniform dispensation was given across the
country, the Commission deems it a fit case to exercise the power of relaxation
of Clause 7.19.1 regarding the criteria for allowing additional capitalisation i.e.,
within the original scope of work and upto the cut-off date for allowing the capital
investment for FGD system beyond the original scope of work and after the cut-
off date. Clause 7.19.1(]) provides for capital expenditure for complying with
statutory norms for Environment in accordance with the appropriate
notifications of MOEF&CC. .Therefore, the capital investment for FGD system is
allowable under Clause 7.19.1() of the Regulation No.1 of 2019. The
Commission vide its Order dated 08.02.2020 accorded in-principal approval for
undertaking the works for complying with revised emission norms. The
Commission hereby confirms the said approval. 5.4.29 As FGD is still under
implementation stage across the country, in the absence of any yardstick on
market trends to compare the cost estimates of SCCL, the Commission is not
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5.1.15

expressing any opinion on the cost estimates at this stage. The Commission
understands that SCCL is in the process of awarding the works of procurement
and instalfation of FGD system through competitive process. The Commission
expects such competitive procurement to yield the most economical prices
aligned to market trends. The Commission shall carry out the prudence check
of the cost of FGD system in true-up for the relevant year after commissioning
of the same.”

Accordingly the Commission shall carry out the prudence check of the final
executed cost in true-up for the relevant year after commissioning of the FGD
system. |

“ Implementation of flexible operation scheme as per CEA Regulation
4.2.22 . SCCL submitted that it has to incur the capital investment for
complying with the CEA Regulation but it has neither justified as to why it cannot
achieve the without incurring the ‘proposed capital investment nor it has
submitted the works proposed to be undertaken along with corresponding cost
details. Therefore, the Commission does not approve the capital investment for

. the same in this Order. The Comrmission is in the process of framing the Multi

‘Year Tariff Regulation for the penrod commencmg from FY 2024-25.onwards. If

the - heed arises, SCCL may seek ‘the -‘approval . of the Commission for
' undertaking the capital works required for complying with CEA Regulations in

5.15_.'.1‘;6

‘accordance with the prows:ons of the: Muh‘l Year Tariff Regulatlon to be fssued
by the Commission.” :

Accordmgly the Commission grants the in- pnnmple approval as the sald works

are towards the compliance of CEA Regulations. The Commission shall ‘carry

- out the prudence check of the final executed cost in true-up for the relevant year

" after commissioning of the same. The addltlonal capitalisation of SCCL claimed

51.17

5.1.18

for- implementation of flexible operat:on scheme is deferred and wnil be taken
|nt0. consideration at the fime - of t_he l.true up of the relevant year. The
Commission directs the Petitioner to implement the flexible operation scheme
as per CEA Regulations.

Depreciation

Petitioner’s Claim

The Petitioner submitted that the depreciation is claimed in accordance with
Regulation 28 of (Multi Year Tariff) Regulation 2 of 2023. The Petitioner has
considered the opening GFA for FY 2024-25 as Rs. 7805.62 Crore for
determination of depreciation.

The depreciation rates for different assets for each financial year was computed
based on the asset capitalization schedule as considered in MYT Petition by
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adopting the straight-line method of depreciation computation and rates
specified in Annexure | of (Multi Year Tariff} Regulation 2 of 2023. The balance
depreciable value as on 1%t April, 2024 was computed by deducting the
cumulative depreciation claimed upto 315t March 2023. The depreciation as
claimed by the Petitioner for the period FY 2024-25 to FY 2028-29 is as follows:
Table 5-7: Depreciation as claimed for the period FY 2024-25 to FY 2028-

29

Rs. in crore
Particular 2024-25 | 2025-26 | 2026-27 | 2027-28 | 2028-29
Depreciation 403,52 404.17 404,17 40417 40417

Comm:ss;on s View
5.1.19 Clause 28 of (Multi Year Tariff) Regulation 2 of 2023 specn" es provisions related
to Depreciation. The relevant extract of the Regulation is as follows:

“28 Depreciation

28.1 The generating entity, licensee, and SLDC shall be permitted 16 recover
depreciation on the value of fixed assets used in their respéctive regulated
businesses, computed in the following manner: '

(a) The approved original cost of the fixed assets shall be the value base for
calculation of depreciation:

Provided that the depreciation shall be allowed on the entire capitalised amount
of the new assets after reducing the approved original cost of the retired or
replaced or de-capitafised assets.

(b) Depreciation shall be computed annually based on the stra:ght line method
on the basis of the expected useful life specified in the Annexure /o this
Reguliation.

(c) The salvage value of the asset shall be considered at ten per.cent of the
allowable capital cost and depreciation shall be allowed upto a maximum of
ninety per cent of the allowable capital cost of the asset:

Provided that the generating entity or Licensee or SLDC shall submit
cerification from the Statutory Auditor for the capping of depreciation at ninety
per cent of the allowable capital cost of the asset:

Provided further that the salvage value of Information Techno!ogy equipment
and computer software shall be considered at zero per cent of the allowable
capital cost.

28.2 Land other than the.larid held under lease and the land for reservoir in
case of hydel Generating Station shall not be a depreciable asset and its cost
shall be excluded from the capital cost while computing depreciable value of
the assets.

28.3 In case of existing assets, the balance depreciable value as on 01.04.2024
shall be worked out by deducting the cumulative depreciation as admitted by
the Commission up to 31.03.2024 from the gross depreciable value of the
assefs:

Provided that depreciation shall be chargeable from the first year of commercial
operation. In case of commercial operation of the asset for part of the year,
depreciation shall be charged on pro rata basis.

28.4 The generating entity or Licensee or SLDC shall submit the depreciation
computations separately for assets added up to 31.03.2024 and assets added
on or after 01.04.2024.

28.5 Depreciation allowed for each year of the Control Period shalf be deemed
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to be equal to the loan repayment, up to the ceiling of seventy five percent
(75%) of asset cost or actual debt component used for funding such asset in
case the debt funding is higher than seventy five percent (76%) of the asset
cost:

Provided that depreciation allowed for each year of the Control Period beyond
seventy five percent (75%) of asset cost or actual debt component used for
funding such asset in case the debt funding is higher than seventy five percent
(75%) of the asset cost, shall be utilised for reduction of equity during that year.

.................

5.1.20 The Commission observed that the Petitioner has computed the depreciation
taking into account the projected additional capitalisation during the year. The
Commissmn further observes that the depre0|at|on rate considered by the
Petitioner is in line with (Multl Year Tariff) Regulatlon 2 of 2023.

5.1.21 The Commission has recomputed the depreciation based on. approved GFAand
on annually based on straight llne method on the ba3|s of the expected useful
Itfe specnf ied in the Annexure | o this. Regulatlon b

5.1.22 The depremahon as approved by the Commlssmn for the perlod FY 2024-25 to

 FY2028-29is as follows: o
Table 5.8: Deprec:at:on approved for the penod F'Y 2024-25 to FY+2028-29

“Rs. in crore
E’.ar;tlcular ,2024_25 2025-26 2026-27 2027-28- -2028-29
Opening GFA 7745.32 | 7745.32 | 7745.32 | 7745.32 | .7745.32
Addition during the year 0.00 0.00 0.00 0.00 - = 0.00
- |Closing GFA 774532 | 774532 | 7745.32 | 7745.32 | 7745.32
. - |Rate of Depreciation 5147% 517% 517% 517% | 5147%
- |Depreciation 400.36 400.36 400.36 400.36 . | 400.36

Interest and Finance Charges (I&FC) on Loan
Petitioner’s Claim

5.1.23 The Petitioner submitted that the interest and financing charges on loan for
period FY 2024-25 to FY 2028-29. have been computed in accordance to
clause 31 of (Multi Year Tariff) Regulation 2 of 2023. The Petitioner further
added that loan outstanding as on 1%t April, 2024 was computed considering
cumulative depreciation up to 315t March, 2024 as notional repayment of loan.
In addition to Interest and Finance Charges on Loan, the Petitioner has also
claimed the benefit of re-financing resuiting in reduction of interest rate from
10.20% to 8.63%.

5.1.24 The total interest and Finance Charges on Loan claimed by the Petitioner for
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5.1.25

the period FY 2024-25 to FY 2028-29 is as follows:
Table 5-9: I&FC on Loan as claimed by the petitioner for the period FY

2024-25 to FY 2028-29

®

__Rs. in crore
Particular 2024-25 |2025-26 | 2026-27 | 2027-28 | 2028-29
Interest and Finance
Charges on Loan 205.04 | 170.81 | 135.93 | 101.04 66.15
Benefit of Re-financing 37.19 30.98 24.66 18.33 12.02
Pass through of benefit
of Re-financing 12.40 | 10.33 8.22 6.11 4.01
Total Interest and 1 o
Finance Charges on 217.44 | 181.14 | 14414 | 10715 | 70.15
Loan ' '

Commission’s View

Clause 31 of (Mult| Year Tarlff) Regulatlon 2 of 2023 specifies the provisions

related to Interest and- Flnance Charges on Loan The relevant extract of the

Regulatlon is as follows

“31.1 The loans arrived at | in the manner indicated in clause 27 on the assets

- putto use shall be cons:dered asgross normative loan for calculatlon of interest

on lecan:

Provided that in case of retirement or replacement or de-capitalisation of
assets, the loan capital approved as mentioned above, shall be reduced to the
extent of outstanding loan component of the original cost of such assets based
on documentary evidence.

" 31.2  The normative loan outstanding as on 01.04.2024, shall be worked out

by deducting the cumulative repayment as admitted by the Commission up to
31.03.2024, from the gross normative loan.

31.3 The loan repayment during each year of the Control Period snaﬂ be
deemed to be equal to the depreciation allowed for that year, up 1o the ceiling
of seventy five percent (75%) of asset cost or actual debt component used for

- funding such asset in case the debt funding is higher than sevently five percent

(75%) of the asset cost.

31.4 - Notwithstanding any moratorium period availed, the repa yntent of loan
shall be considered from the first year of commercial operation of the project
and shall be equal to the annual depreciation alfowed.

31.5 The rate of interest shall be the weighted average rate of interest
computed on the basis of the actual long-term loan portfolio at the beginning of
each year:

Provided that at the time of Truing-up, the weighted average rate of interest
computed on the basis of the actual long-term loan portfolio during the
concerned year shall be considered as the rate of interest:

Provided further that if there is no actual long-term loan for a particular year but
normative long-term loan is still outstanding, the last available weighted
average rate of interest for actual long-term loan shall be considered:

Provided also that if the generating entity or the licensee or the SLDC, as the
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case may be, does not have actual long-term loan even in the past, the
weighted average rate of interest of its other Businesses regulated by the
Commission shall be considered:

Provided also that if the generating entity or the licensee or the SLDC, as the
case may be, does not have actual long-term loan, and its other Businesses
regulated by the Commission also do not have actual long-term loan even in
the past, then the weighted average rate of interest of the entity as a whole shall
be considered:

Provided also that if the entity as a whole does not have actual long-term loan,
then the Base Rate at the beginning of the respective year shall be considered
as the rate of interest for the purpose of- aﬂowmg the interest on the normative
foan. : BEE

31.6 ~ The mterest on loan shaﬂ be computed on the normative average loan
of the year by applying the werghted average rafe of interest;.

Prowded that at the time of Trumg-up, the normative -average loan of the
concerned year shall be considered on the basis of the. actua! asset
: caprtahsatron approved by the Commrssron for the year. T

- ‘V 31.7 The above interest computatlon shall exclude interest.on: Ioan amount,

normative or otherwise, to the ‘extent of capital cost funded by Consumer
. Contribution, Deposn‘ Works, _Grants or Capital Subsidy. '

31.8 The finance charges mcurred for obtaining foans from fmancral
institutions for any Year shall be allowed by the Commission at the time of
Truing-up, subject fo. prudence cheok = .

Provided that the ﬁnanoe charges such as credit rating charges coﬂechon
facilities charges, financing cost of delayed payment surcharge, bank charges
~ and other finance charges of srmr!ar nature shall be part of A&G expenses.

31.9 The excess interest during: construchon on account of timesand/or cost
overrun as compared to the approved completion schedule and’ capftal ‘cost or
“on account of excess drawal of the debt funds drsproportronate to the actual
requirement based on Scheme completion status, shall be allowed or
disaliowed partly or fully on a case to case basis, after prudence check by the
Commission based on the justification to be submitted by . the Generating
- Company or Transmission Licensee “or Distribution L:censee along with
documentary ewdence as applicable:

Provided that where the excess'interest during constructron is on account of
delay attributable to an agency or contractor ‘or supplier engaged by the
generating entity or the transmission licensee, any liquidated damages
recovered from such agency. or. contractor or supplier shall be taken into
account for computation of capital cost:

Provided further that the extent of liquidated damages to be considered shall
depend on the amount of excess interest during construction that has been
" allowed by the Commission:

Provided also that the Commission may also take into consideration the impact
of time overrun on the supply of electricity to the concerned Beneficiary.

31.10 The generating entity or the licensee or the SLDC, as the case may be,
shall make every effort to re-finance the foan as long as it results in net savings
on interest and in that event, the costs associated with such re-financing shall
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be borne by the Beneficiaries and the net savings shall be shared between the
Beneficiaries and them in the ratio of 2:1, subject to prudence check by the
Commission:

Provided that refinancing shall not be done if such reﬁnancin_c} including other
costs associated with such refinancing resuits in net increase in interest:

Provided further that if refinancing is done and it results in net increase on
interest, then the rate of interest shall be considered equal to the Base Rate as
on the date on which the Petition for determination of Tariff is filed:

Provided also that the re-financing shall not be subject to any conditions that
are not in line with standard loan documents:

Provided also that the generating entity or the licensee or the SLDC, as the
case may be, shall submit documentary evidence of the costs associated with
such re-financing: - '

Provided-also that the net savings in interest shall be computed after factoring
all the terms and conditions, and based on the weighted average rate of interest
of actual portfolio -of loans taken from Banks and Finaricial , Institutions
' recognised by the Reserve Bank of India, before and after re-financing of loans:

Provided also that the net savings in interest shall be calculated as an.annuity
for the term of the loan, and the annual net savings shall be shared between
- the entity and Beneficiaries in the specified ratio. o

It is observed that the Petitioner has also claimed the sharing of the benefits of
reﬁ'riancing of loan for each yéar o_f the period of FY 2024-25 to FY 2028-29,
The Commission in its Order dated 23.03.2023 has approved the sharing of

- gainsflosses on account of refinancing in FY 2020-21 and the Commission has

5.1.27

5.1.28

not approved any sharing of gains for FY 2021-22. The . Petitioner being
aggrieved by the Commission’s MTR Order for not allowing the sharing of
refinancing during FY 2021-22 and challenged the above said MTR Order
before the Hon'ble APTEL, which is still pending. As the issue of sharing of
refinancing for FY 2021-22 is_sub-judice, the Commission is not allowing the
sharing of benefits of refinancing for - the period FY 2024-25 to FY 2028-29,
subject to outcome to judgement of Hon'ble APTEL.

The Commission has considered the approved true up closing loan as opening
loan base for FY 2024-25. The same is subject to truing up based on approved
true up closing loan base for FY 2023-24. )
The Commission observed that latest actual interest rate available is for first
half (Apri'23 to Sep'23) of FY 2023-24. The Commission has provisionally
considered the weighted average of actual interest rate pertaining to various
loans for approving the interest and finances on loan for the period FY 2024-25
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5.1.29

5.1.30

to FY 2028-29 subject to truing up based on actuals after prudence check.
The interest and finance Charges approved by the Commission for the period
FY 2024-25 to FY 2028-29 is as shown in table below:

Table 5-10: I&FC on Loan approved for the period FY 2024-25 to FY 2028-
29

Rs. in crore
Particular ‘ 2024-25 | 2025-26 | 2026-27 | 2027-28 | 2028-29
Opening Loan 2529.61 | 2129.25 | 1728.89 | 1328.53 | 928.17
Addition during the Year - | 0.00 | ~0.00 0.00 0.00 0.00
Sopayment duing the | 400,36 | 400.36 | 400.36 | 400.36 | 400.36
Closing Loan ' -12129.25]1728.89 | 1328.53 | ~928.17 | 527.81
Interest rate 8.24% | 8.24% | 8.24% | 8.24% | 8.24%
Interest on loan . 191;85 158.88 | 125.90 | 92.93 59.96

Interest on Working Capital (loWC)

Petrtroner s Claim

The Petltaoner subm|tted that Interest on Working Capital is clalmed in

o accordance to clause 33 of (Muit: Year Tarlff) Regulahon 2 of 2023 The rate of

" interest on working capital has been computed as’ 10 04% (1 Year MCLR of SBI

5.1.31

plus 150 basis pomts) as on January 2024.
The Interest on Working Capltal clalmed by the Petitioner for perlod FY 2024-

| 251to FY 2028-29 is as follows below:

~ 25to FY 2028-29

- Table 5-11: Interest on Working Capital as claimed for the perrod FY 2024-

5.1.32

. Rs:in crore

Particular 2024-25 '.'20”25-26 2026-27 | 2027-28 [2028-29

Interest on Working Capital | 96.66 | 96.59 | 96.49 | 96.37 | 96.39
Commission’s View : " '
Clause 33 of (Multi Year Tariff) Regulatron 2 of 2023 specn‘” ies the provisions
related to Interest on Worklng Capltal The relevant extract of the Regulation is
as follows:

“Generation

(a) In case of coal-fired thermal generating stations, working capital shalf cover:

(i) Cost of coal towards stock, if applicable, for ten (10) days for pit-head Generating
Stations and twenty (20) days for non-pithead Generating Stations, for generation
correspondmg to target availability, or the maximum coal stock storage capacity,
whichever is lower;

(ii) Cost of coal for thirly (30) days for generation corresponding to target availability,

(iii) Cost of secondary fuel oil for one (1) month corresponding to target availability;
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(iv) Normative Operation and Maintenance expenses for one (1) month;

(v) Maintenance spares at one percent (1%) of the opening Gross Fixed Assets for
the Year; and '

(vi) Receivables for sale of electricity equivalent to forty-five (45) days of the sum of '
annual fixed charges and energy charges approved in the Tariff Order, computed at
target availability and excluding incentive, if any: minus

(vii} Payables for fuel (including oif and secondary fuel oil) to the extent of thirty (30)
days of the cost of fuel computed at target availability, depending on the modalities
of payment:

Provided that in case the Fuel Supply Agreement provides for payment of cost of
fuel in advance, the payables for fuel shall not be deducted for the purpose of
computing the working capital requirement to the extent of actual payment of such
advance, as substantiated by documentary evidence: Provided further that for the
purpose of Truing-up, the working capital shall be computed based on the scheduled
generat:on or target availability of the generating station, whichever is lower:

Prowded also that for the purpose of Truing up, the working capftal shall be
computed based on the actual average stock of coal and limestone or normative

. stock of coal and limestone of the generating station, whichever is lower: Provided
also that for the purpose of Truing-up for any year, the working capital requirement
shall be re-computed on the basis of the values of revised normative Operation &
Maintenance expenses and actual Revenue from sale of electricity -excluding
incentive, if any, and other components of. workmg capital approved by the
Commission in the Truing-up before sharing of gains and losses..

5.1 33 The Commission computed the working capltal in accordance of clause 33.1.
(a) of (Multi Year Tariff) Regulation 2 of 2023. Further, the rate of mterest on
working capital is considered on normative basis in accordance to clause 33.6
of (Multi Year Tariff) Regulation 2 of 2023 equal to Base Rate as on the date of

Petition filling plus 150 basis points. The Interest on Working Capital approved
by the Commission for period FY 2024-25 to FY 2028-29 is as shown below:

Table .5-12: Interest on Working Capital as approved for the period FY
2024-25 to FY 2028-29

Rs. in crore

Particular 2024-25 | 2025-26 | 2026-27 | 2027-28 | 2028-29
Cost of Coal 172.97 172.97 172.97 172.97 172.97
Cost of Coal Generation 259.45 259.45 259.45 259.45 259.45
Cost of secondary fuel oil 2.46 2.46 2.46 2.46 2.46
0O&M expenses 20.79 21.54 22.34 23.18 24.07
Maintenance spares 77.45 77.45 77.45 77.45 77.45
Receivables 560.44 557.98 555.61 552.89 551.16
Minus: Payables for fuel 261.90 261.90 261.90 261.90 261.90
Total Working Capital 831.65 829.95 828.37 826.49 825.64
Rate of Interest 10.15% | 10.15% | 10.15% | 10.15% | 10.156%
Interest on Working Capital| 84.41 84.24 84.08 83.89 83.80

Return on Equity (RoE)
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5.1.35

5.1 .36

Petitioner’s Claim

The Petitioner has considered 30% of the capital cost as opening equity based
as specified in the {Multi Year Tariff) Regulation 2 of 2023 for determination of
Return of Equity.

In accordance to Regulation 29.2(a) of (Multi Year Tariff) Regulation 2 of 2023,
the Petitioner has considered the base rate as 15.5% for computation of Return
on Equity for the perlod FY 2024-25 to FY 2028 29 is as follows:

Table 5-13: Return on Equrty as clarmed for the period FY 2024-25 to FY
2028-29

L Rs. in crore
Particular - 2024.25 2025-26”202’6'-27 2027-28 |2028-29

Return on Equity 485.68 __--486.33 486.33 | 486.33 ‘| 486.33
Commrssron s View "
Clause 29 of (Multi Year Tariff) Regulatlon 2 of 2023 specmes prowsnons related

_;to Return on Equity. The- relevant extract of the Regulatlon is as follows

5.1.37

5.1.38

5.1.39

i 29 Return on Equrty AR &
29.1 Return on Equity. shall be computed in rupee terms, on the equ:ty base
determined in accordance with clause 27. ‘ ‘
29.2 Return on Equity shall be computed at the following base rates
(a) Thermal generating stations: 15. SOA,

..........

29.3 The Return on Equity shall be computed in the following manner

(a) Return at the allowable rate as per this clause, applied on the amount of
* equity capital at the commencement of the Year; plus

(b) Return at the allowable rate as per this Regulation, applied on 50 per cent

of the equity capital portion of the alfowable capital cost, for the mvestments put

to use in generation business or transmission business or drstrrbutron business

or SLDC, for such Year. ‘ :

.................

The Commlssron observed that the Petitioner has computed the Return on
Eqwty taking into account the projected equity " addition in additional
capitalisation during the year. The- Commission further observes that the
Return on Eqwty considered by the Pet|t|oner is in line with (Multi Year Tariff)
Regulatlon 2 of 2023.

The Commission has recomputed the Return on Equity based on approved
GFA and return on Equity as 15.50% in line with clause 29.2.(a) of the (Multi
Year Tariff) Regulation 2 of 2023.

The Return on Equity as approved by the Commission for the period FY 2024-
25 to FY 2028-29 is as follows:
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Table 5-14: Return on Equity as approved for the period FY 2024-25 to

FY 2028-29
Rs. in crore
Particular 2024-25 | 202526 | 2026-27 | 2027-28 | 2028-29
Opening Equity 5323.60 | 2323.60 | 2323.60 | 2323.60 | 2323.60
¢ggf‘°“ during the 0.00 0.00 0.00 0.00 | 0.00
Closing Equity 2323.60 | 2323.60 | 2323.60 | 2323.60 | 2323.60
Rate of RoE 15.50% | 15.50% | 15.50% | 15.50% | 15.50%
Return on Equity 360.16- | 360.16 | 360.16 | 360.16 | 360.16

Tax on RoE

Petitioner’s Claim

5.1.40 The Petitioner has considered the effective tax rate as 25.17% for grossing up
the Base rate of Retum on Equity and compute the post-tax RoE for FY 2024-
25 fo FY 2028-29. ' '
Comm:ss:on s View
5.1.41 Clause 30 of (Multi Year Tariff) Regulatlon 2 of 2023 specifies the Tax on Return
- on Equity. The relevant extract of the Regulation is as follows:

“30.1 The Base rate of Return on Equily allowed by the Commfss.'on
under clause 29.2 shall be grossed up with the effective Income Tax rate
of the respective entity for the respective financial year:

Provided that the effective Income Tax rate shall be considered on the
basis of actual Income Tax paid in respect of the financial year in line
with the provisions of the relevant Finance Acts by the concemed
generating entity or licensee, as the case may be:

Provided further that the actual Income Tax on the amount of income
from Delayed Payment Charges or Interest on Delayed Payment or
income from Other Business or income from any source that has not
been considered for computing the Aggregate Revenue Requirement or
income from efficiency gains and incentive approved by the Commission
shall be excluded for the calculation of effective Income Tax rate:

Provided afso that in case of generating entity or licensee paying
Minimum Alternate Tax (MAT), the effective Income Tax rate shall be
considered as MAT rate including surcharge and cess:

Provided also that if no Income Tax has been paid by the Company as a
whole, then the effective Income Tax rate shall be considered as “Nif”.

30.2 Rate of pre-tax Return on Equity shail be rounded off to three
decimal places and shall be computed as per the formula given below:

Rate of pre-tax return on equity = Base Rate / (1-t);

Where “Base Rate” is the rate of Base Return on Equity in accordance
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5.1.42

5.1.43

5.1 144

with clause 29.2;

“t7 js the effective Income Tax rate in accordance with clause 30.1.”
The Commission observed that the Petitioner in addition to generation business
is also engaged in coal business. The audited Accounts of the Petitioner is
prepared on consolidated basis there is no bifurcation of regulated business
(thermal business) and other business of the Petitioner. As the audited accounts
are prepared on consolidated basis, it would be difficult to ascertain and

_bifurcate the tax paid among the different business of the Petitioner.

The Hon'ble APTEL in its judgement dated 4th April, 2007 in appeal no. 251 of
2006 has ruled as under:

“The consumers in the licensee’s area must be kept in a water tight
: compartment from the risks of other business of the licensee and the Income

- 'Tax payable thereon. Under nocircumstance, consumers. of the licensee

should be made to bear the Income Tax accrued in other businesses of the
licensee. Income Tax assessment has to be made on stand aloné basis for
“the licensed business so that consumers are.fully insulated and protected
“from the Income Tax payable from other businesses.”
Accordtngly, the Commlssmn |s of the VIeW that the tax of other busmessl

- generating plant under the new company is' entttled for Tax benefit and only MAT

is applicable. Thus, the Commlssmn is not inclined fo consider the effectlve tax

.. rate -and allows only MAT rate of 17. 47% towards Return of Equ;ty for

5.1.45

compu_tatlon of Tax on Retum of Eqwty for the period FY 2024-25 to FY 2028-
The Commlssmn directs the Petttloner to separate the audited accounts of its
generatlon business from other business and furnish the separate audited
accounts re!ated to generatlon busmess at the time of truing up for examination.
Table 5-15: Tax on RoE approved for the period FY 2024-25 to FY 2028-29

Rs. in crore
Particular 2024-25 ‘ 2025-26 2026-27 | 2027-28 | 2028-29
Opening Equity 2323 60 | 2323.60 | 2323.60 | 2323.60 | 2323.60
ﬁggf"’” during the 000 | 000 | 000 | o000 | 0.0
Closing Equity 2323.60 | 2323.60 | 2323.60 | 2323.60 | 2323.60
Rate of RoE 15.50% | 15.50% | 15.50% | 15.50% | 15.50%
Tax Rate 17.47% | 17.47% | 17.47% | 17.47% | 17.47%
Effective Tax Rate 18.78% | 18.78% | 18.78% | 18.78% | 18.78%
Tax on Return on
Equity 76.24 76.24 76.24 76.2’4 76.24
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Non-Tariff Income

Petitioner’s Claim

5.1.46 The Petitioner has claimed the Non-Tariff Income for the period FY 2024-25 to
FY 2028-29 as shown in table below:
Table 5-16: Non-Tariff Income claimed for the period FY 2024-25 to FY

2028-29

Rs. in crore
Particular 2024-25 | 2025-26 | 2026-27 | 2027-28 | 2028-29
Non-Tariff Income 3.90 4.09 4,29 4.51 4,73

Commission’s View
5.1.47 Clause 43 of (Multi Year Tariff) Regulatlon 2 of 2023 specifies Non-Tariff income.
The relevant extract of the Regulation is as follows:
“43 Non-Tariff Income

43.1 The amount of Non-Tariff Income of the Generating Company as approved by
the Commission shall be deducted while determining its Annual Fixed Charge:

. Provided that the Generating Company shall submit full details of its forecast of

~ Non-Tariff income to the Commission in such form as may be stipulated by the

. Commission. 43.2 The Non-Tariff Income shall include:

a) Income from rent of land or buildings;
bj Net income from sale of de-capitalised assets; |
¢) Income from sale of scrap;
d) Income from statutory investments;
e) Interest income on advances to suppliers/contractors;
1) Income from rental from staff quarters;
g) Income from rental from contfactors;
h) Income from hire charges from contactors and others;
i) Income from sale of ash/rejected coal; |
J) Income from advertisements; k) Income from sale of tender documents;
/) Any other Non-Tariff Income: 44 Qperational Norms for Generating ....”
5.1.48 The Commission approves the Non-Tariff iIncome as claimed by the Petitioner
subject to prudence check on actuals at the time of truing up. The Non-Tariff
" Income approved by the Commission for the period FY 2024-25 to FY 2028-29
is as follows:
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5.1.49

=)

Table 5-17: Non-Tariff Income approved for the period FY 2024-25 to FY
2028-29

Rs. in crore
Particular 2024-25 | 2025-26 | 2026-27 | 2027-28 | 2028-29
Non-Tariff Income 3.90 4.09 4,29 4.51 4,73

Incentive

Petitioner’s Claim

The Petitioner has estimated the incentive based on the proje.cted generation
over the normative PLF and at the rate as specmed in Clause 46.6 of (Multi
Year Tariff) Regulation 2 of 2023. The incentive claimed by the Petitioner for the
period FY 2024-25 to FY 2028-29 is as shown in table below:

Table 5-18: Incentive claimed by pet:t:oner for penod FY 2024-25 to FY
2028-29

L , Rs in crore
| Partlc,ular 2024-25 20251-2'6- 2026-27 2027-28 | 2028-29
Incentive 18. 66 ' 31‘.@9' 31._69 31.84 |- 31.69

i Commrssron s Vtew

5.1 ;5’0

5.1.51

5.1.52

Clause 46.6 of (Multl Year Tanff) Regulatlon 2. of 2023 speclf es prowsmns
related to incentive. The relevant extract of the Reguiatlon is as follows

“46 Computation and Payment of Capac:ty Charges and Energy Charges
for Thermal Generating Stations

............

C. Incentive

- 46.6 Incentive shall be payable at a flat rate of 50.0 paise/kWh for actual energy
generation in excess of ex-bus energy corresponding to Normat:ve Annual
Plant Load Factor. &

The Commission is of the view th'at incentive shall be bills on actuals as per

Clause 46.6 of (Multi Year Tanff) Regulatlon 2 of 2023. Thus, the Commission
has not allowed any lncentlve based on prOJected PLF

Annual Fixed Charges (AFC)

Based on the above, the Annual Fixed Charges (AFC) claimed:by the Petitioner
and as approved by the Commission is as shown in the Tables below:
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Table 5-19: Annual Fixed Charges as approved for the period FY 2024-25
to FY 2028-29
- Rs. in crore
] 2024-25 2025-26 2026-27
Particulars
Claimed | Approved | Claimed | Approved | Claimed | Approved
Operation & Maintenance Expenses 356.20 249.48 376.17 262.85 397.25 276.95
Depreciation 403.52 | 400.36 | 40417 | 40036 | 40417 | 400.36
Interest and finance charges on loan 217.44 191.85 181.14 158.88 144.14 125.90
Interest on Working Capital ‘ 06.66 84.41 - 96.59 84.24 96.49 84.08
‘Return on Equity _ - -1 485.68 436.40 4886.33 436.40 486.33 436.40
Less: Non-Tariff Income 3.90 3.90 4.09 408 4.29 4,29
Annual Fixed Charges 1555.60 | 1358.60 1540.30 1338.63 1524.09 1319.40
. 2027-28 2028-29
Particulars .
Claimed | Approved | Claimed | Approved
Operation & Maintenance Expenses 41952 | 29182 443,05 307.48 -
Depreciation | 40417 | 40036 | 40417 | 400.36
Interest and finance charges onloan | 107.15 | 9293 70.15 59.06
Interest on Working Capital 96.37" 83.89 96.39. 83.80
Return on Equity : 486.33 | 438.40 486.33 436.40
Less: Non-Tariff Income 4.51 4.51 4.73 4.73
‘| Annual Fixed Charges 1509.04 | 1300.88 1495.35 1283.26

_Opefations Parameters

Petitioner’s Claim

5.1.53 The Petitioner in its 3™ prayer has requested the Commission not to apply the

components of varied figures of normative/ operational parameters stated in the

Regulation No. 02 of 2023 as the same are less beneficial to SCCL. However,

the Petitioner has claimed the operational parameters as per Regulation for the
period FY 2024-25 to FY 2028-29 as shown in the table below:
Table 5-20: Operational Parameters as claimed for period FY 2024-25 to

FY 2028-29

Particular 2024-25 | 2025-26 | 2026-27 | 2027-28 | 2028-29
Normative PLF : % 85 85 85 85
Normative PAF % 85 85 85 85
Auxiliary Consumption % 5.75 5.75 5.75 5.75

Commission’s View

5.1.54 Clause 44 of (Multi Year Tariff} Regulation 2 of 2023 specifies the operational
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parameters. The relevant extract of the Regulation is as follows:
“44 Operational Norms for Generating Stations

44.1 Recovery of capacity charge, energy charge and any incentive by the
generating station shall be based on the achievement of operational norms
specified in this Regulation.

44,2 The Normative Annual Plant Availability Factor (NAPAF) for Thermal

Generating Stations for full recovery of Annual Fixed Charges shall be 85 per
cent.

44.3 Normative Annual Plant Load Factor (NAPLF) for incentive for thermal
Generating Sta'tions/Units shall be 85 pe'r"cent"

44.7 Auxifiary Energy Consumptron for all coal-based thermal Generating
Statrons shall be as given in the Table below:

Particulars - - With Natural Draft cooling tower or
: o ‘ without cooling tower
(mezsmw ‘ ‘ 10.00%
- [(iy 250 MW series _ o | 8.50%
[ty 500 MW & above RN | T
Steam driven boilerfeed pumps .- | 525% - .
Electrically driVen‘b’diIerféed pr.rmps e | - : 7.75% ST

Provided that for thermal Generatmg Statrons wrth mduced draft coolmg towers
and where tube type coal mill is used, the norms shall be further: mcreased by
0.5% and 0.8%, respecttvely )
. Provided further that addrtronal Auxmary Energy Consumptron as
follows may be allowed for plants wrth Dry Cooling Systems: ;

Type of Dry Cooling System Ki % of gross
ST _generation)
Drrect cooling air cooled condensers wrth mechamcaf B o
1.0%
draft fans .
Indirect cooling system employing jet. condensers with 0.5%

pressure recovery turbme and natural draft fower

Provided also thaf "for thermellw Ge'heraﬁng Stations with Flue Gas De-
sulphuriser (FGD), additional Auxiliary Energy Consumption shall be alfowed
on case-fo-case basis after prudence check.

- Auxiliary Energy Consumption for hydro generating stations be as under:

. Auxiliary Energy
Type of Station Consumption
Surface
Rotating Excitation 0.7%
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5.1.55

Type of Station Awggﬂ;{;’;ﬁgg
Static 1.0%
Underground
Rotating Excitation 0.9%
Static 1.2%

- In case of In case of pumped sforage hydro generaling stations, the quantum
of electricity reqwred for pumping water from down-stream reservoir fo up-
stream reservoir shall be arranged by the beneficiaries duly taking into account
the transmission and distribution losses up to the bus bar of the generating
station.. In return, beneficiaries shall be entitled to equivalent energy of 75% of

_ the energy- utilized in pumpmg the water from the lower elevation reservoir to

~ the higher elevation reservoir from the generating station during peak hours
and the generating station shall be under obligation to supply such quantum of
electricity during peak hours."”

The Commission has carried out due diligence and prudence check while

. framing the Regulation. Further, only after stakeholder's consultatioh _the draft

5.1.56

Regulations are finalised and notified. Thus, the Commission is not inclined to
Petitioner's prayer to relax or vary from the normative norms specifi ed in the
Regulatlon

The Commission has approved the operational parameters for the"Peti‘tionlér on
normative basis in accordance to clause 44 of (Multi Year Tariff) Regulatibn, 2

of 2023 as shown in the table below:

5.1.57

" Table 5-21: Operational Parameters as approved for the perlod FY 2024-

25 to FY 2028-29

Particular 2024'-25-- 2025-26 | 2026-27 | 2027-28 2028-29
Normative PLF % | 85 85 85 85
Normative PAF % |. 85 85 85 85
Auxiliary Consumption % 5.75 5.756 5.75 5.75
Energy Charges '

Petitioner’s Claim

The Petitioner has computed the energy charges based on clause 46(B) of
(Multi Year Tariff) Regulation 2 of 2023. The Petitioner further added that the
estimated energy charge for the first year of the Control Period has been worked
out based on coal & oil data for September-2023, October-2023 & November—
2023.
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Table 5-22: Energy Charge Rate (ECR) as claimed for the period FY 2024~

25 to FY 2028-29

Particulars Units 2024-25| 2025-26| 2026-27|2027-28| 2028-29

Auxiliary Consumption % 5.75 5.75 5,75 5.75 5.75

Gross Station Heat Rate | kcal/kWh | 2300 2300 2300 2300 2300

Secondary Fuel oif

consumption mi/kWh 0.5 0.5 0.5 0.5 0.5

Calorific Value of »

Secondary Fuel kcal/ml 10.00 10.00 10.00 10.00 | 10.00

Landed Price of ‘

Secondary Fuel Rs./ml. 0.07 0.07 0.07 0.07 0.07

g;‘;sls Calorific Value o | keallkg | 3719 | 3719 | 3719 | 3719 | 8719

Landed Price of Coal -Rs./kg ‘5867 - | . 5867 5867 5867 5867

Specific Coal N -

Consumption kg/kWwh | 0.617 0.617" | 0.‘617 '_ 0.617 | 0617

Rate of Primary Fuel Rs./kWh | 3:841 3.844 3:841 | 3.841 3.841
" |Rate of Secondary Fuel | Rs./kWh | 0.035 | 0.035 0.035 | 0L035‘ 0.035
Fé‘é,';-‘;y Charge Rate | ps/kWh| 3.876 | 3.876 | 3.876 | 3.876 | 3.876

Commission’s View

5.1.58

Clause 46(B) of Regula

tion 2 of "2_023" stipulates the methnglégy for

| défermination of ECR. The félé‘v‘:antie'i(;t_‘ré;ct of the-Regulation is stipiilétéd'below:

. “B. Energy Charges

‘following formula: >

' 46.3 The Energy Charges shall cover landed cost of primary fuel and secondary

fuel oil and shall be worked out on the basis of total energy scheduled to be
supplied to the Beneficiary/ies during the calendar month on ex-power plant basis,
at the Energy Charge Rate of the month (with fuel price adjustment): as per the

Energy Charges (Rs) = (Energy.Charge Rate in Rs/kWh) x [Scheddl_ed Enérgy (ex-
bus) for the month in kWh] " L

'46.4 Energy Charge Rate (EC)';\’):in Rs/kWh shall be computed up fo three decimal

places and shall be the sum of the cost of normative quantities of primary and
secondary fuel for delivering ex-bus one kWh of electricity, and shall be computed
as per the following formula: : :

ECR=(GSHR-SFCX CVSF) X LPPF-/'CVPFJ%SFCX LPSFi} X 100 /100-AUX)
Where, '
AUX = Normative Auxiliary Energy Consumption in percentage;

CVPF = Weighted average Gross Calorific Value of coal as received in kcal/kg less
85 kcal/kg on account of variation during storage at generating station; in case of
blending

of fuel from different sources, the weighted average Gross Calorific Value of
primary fuel shall be arrived in proportion of blending ratio;

CVSF = Calorific value of secondary fuel, in kcal/mi;
GSHR = Normative Gross Station Heat Rate, in kcal/kWh;
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LPPF = Weighted average landed price of primary fuel, in Rs./kg, as applicable,
during the month; in case of blending of fuel from different sources, the weighted
average landed

| price of primary fuel shall be arrived in proportion of blending ratio;
SFC = Normative Secondary Fuel Oil Consumption, in mi/kWh;

LPSFi = Weighted average landed price of secondary fuel in Rs./mi during the
month:

Provided that the landed cost of primary fuel and secondary fuel for tariff
determination shall be based on actual weighted average cost of primary fuel and
secondary fuel of the three (3) preceding months, and in the absence of landed
costs for the three (3) preceding months, latest procurement price of primary fuel
and secondary fuel for the generating Station, preceding the first month for which
the Tariff is to be determined for existing stations, and immediately preceding three
(3) months in case of new generating stations shall be taken into account;

Provided further that the landed cost of fuel shall mean the total cost of coal
delivered to the generating station and shall include the base price of fuel
corresponding to the grade/quality/calorific value of fuel inclusive of royaity, taxes
and duties as applicable, washery charges as applicable,

transportat:on cost by rail/froad -or any other means, charges for. third-pan‘y

sampling, and, for the purpose of computation of energy charges, shall be arrived

-~ at affer considering normative transit and handling losses as percentage of the
quantity of fuel dispatched by the fuel supply company during the month:

‘Provided also that any refund of taxes and dufies élong with any amount received
“on account of penalties from fuel supplier shall have to be adjusted in fuel cost;

Provided also that the Energy Charges, for the purpose of bﬂﬂng/FueI Surcharge
- shall be worked out Station-wise/Unit-wise based on weighted average rate based
- on scheduled generation from each Unit.

5.1.59 The Commission has approved the Norms of Operation of the Petitioner in
clause 44 of (Multi Year Tariff) Regulation 2 of 2023 for the period FY 2024-25
to FY 2028-29. The Approved norms of operation in accordance with the (Multi

Year Tariff) Regulation 2 of 2023 is detailed as under:

Table 5-23: Norms of operatlon as approved in MYT Regulation No.2 of

2023

Approved in MYT

Parameter Units Regulation No.2
of 2023

Normative Annual Plant Availability Factor % 85.00
Normative Annual PLF % 85.00
Auxiliary Consumption % 5.75
Gross Station Heat Rate | kcal/lkWh 2300.00
Secondary Fuel Oil Consumption mi/kWh 0.50
Transit Loss % 0.80

5.1.60 In accordance to the provisions of clause 46.4 of Regulation No.2 of 2023, the
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5.1.61

Particulars - Units Value
Calorific Value of Secondary Fuel kcal/ml 10.00
Landed Price of Secondary Fuel Rs./ml . 0.07
1 Wt. Avg. Gross Calorific Value of Coal keallkg . 3808.80
Landed Price of Coal Rs./kg - 5.86

9

Commission has considered the latest available actual fuel price and GCV for
the period from Sep’23 to Nov'23 for primary and secondary fuel. Further, in
regard to coal allocation from Naini coal mines, the Commission is of the view
that the coal allocation is not within the purview of the Commission. In the best
interest of the electricity consumers of the State, SCCL shall have to pursue
with the concerned authorities for transfer of coal allocation from Naini Coal
Block to its own mines in Te!angana

Accordingly, the tentative fuel prlces and GCV considered by the Commission
for computing the Base ECR is-as shown in the Table below:

Table 5-24: Tentat:ve fuel pnces and GCV cons:dered

5.1.62 Based on the above norms of operatuon and tentat:ve fuel prices’ and GCV, the
base ECR computed by the Commlsswn is as shown inthe Table below
Table 5-25:Base Energy Charge Rate approved for the penod FY 2024-25
to FY 2028-29
- |Particulars Units Base Year Le.,
R : FY.2024-25
* |Auxiliary Consumption % 575
~ |Gross Station Heat Rate kcal/kWh 2300.00
- |Secondary Fuel oil consumption ml/kWh ~0.50
- |Calorific Value of Secondary Fuel kcal/ml , 10.00
|L.anded: Price of Secondary Fue!. . Rs./m | . 0.07
Wt. Avg. Gross Calorific Value of Coal keal’kg .3808.80
Landed Price of Coal Rs./kg. - . 5.86
Specific Coal Consumption kg/kWh 0.60
Energy Charge Rate (ECR) Rs./kWh 3.785
5.1.63 The variation in fuel prices and GCV shaII be billed in accordance with clause

5.1.64

46.5 of Regulatlon No.2 of 2023.
The indicative MYT tariff based on the above is as shown in the Table below:

Table 5-26: Indicative MYT Tariff approved for the Period FY 2024-25 to FY
2028-29

Particulars _ 2024-25 2025-26 2026-27
Claimed | Approved | Claimed | Approved | Claimed Approved
Net Generation (MU) 8794.66 8421.43 9055.24 8421.43 9055.24 8421.43
AFC (Rs. Crore) 1555.60 1358.60 1540.30 1338.64 1524.09 1319.40
AFC per unit (Rs./kWh) 1.77 1.61 1.70 1.58 1.68 1.57
Base ECR (Rs./kWh) 3.84 3.78 3.84 3.78 3.84 3.78
Total Tariff (Rs./KWh) 5.61 5.40 5.54 5.37 5.52 5.35
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Particulars 2027-28 2028-29
Claimed Approved Claimed Approved
Net Generation {MU) 9081.30 8444.50 9055.24 8421.43
AFC (Rs. Crore) 1509.04 1300.88 1495.35 1283.26
AFC per unit (Rs./kWh) 1.66 1.54 1.65 1.562
Base ECR (Rs./kWh) 3.84 3.78 3.84 3.78
Total Tariff (Rs./kWh) 5.50 5.33 5.49 5.31

5.1.65

Applicability

The Generation Tariffs determined for each year of the Control Period from FY

2024-25 to FY 2028-29 are applicable from 15t April to 315t March of the

respective Financial Year. However, as few months of FY 2024-25 are over, the

Commission directs the Petitioner to recover/adjust the difference in revenue

rec‘overable in accordance with the Tariff approved in this Order vis-a-vis the

Tariff charged from April 2024 till the issue of this Order in 6 équal -monthly

instalmenits.

Commission’s Directives

5.1.66

enclosed at Appendix.
This Order is corrected and signed on this the 28" June. 2024.

Sd/-

Sd/-

Sd/-

The Commission’s earlier Directives and new Directives issued in this order are

(BANDARU KRISHNAIAH) (M. D. MANOHAR RAJU} (T. SRIRANGA RAQO)
CHAIRMAN

MEMBER

MEMBER

{/CERTIFIED COPY//
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Appendix

Commission’s Directives
Earlier Directives
a. Separate Accounts
SCCL shall maintain separate books of accounts for Power Generation activity.
b. Efficiency improvement measures
The Commission directs SCCL to. submit the status of the efficiency
improvement measures implemehtéd_by ’S'CC-L and the results of the same in
its End-control period review petiticn.

New Directives

a.. Rewsed AFC for FY 2022-23 '
The Commlssmn directs the petitioner to recoverladjust the dlfference in

_revenue recoverable in accordance with the Tariff approved in thls order vis-a-
VIS the Tariff charged from April 2022 Loy

b Sharmg of Losses and Gains -
-+ The Commission directs SCCL'to: b|II to the. benef iciary’s viz., TGDISCOMs the

ci_aum towards total sharing/passing through of gainsflosses app_r_ovwed in this
order as per the AFC and other charges approved after truing-up for FY 2022-

2

" c. Capital Woks
= SCCL must implement flexible operation scheme as per CEA Regulatlons

d. Incentives '
The Incentlve for achieving the normatlve PLF and additional generatlon over

and above normative PLF are to be recovered directly from Beneficiaries in
accordance to Regulation No.1 of 2019.

e. Coal from Integrated Mine(Naini)
The Commission directs to expedite the process to start the production from
Naini coal block to reduce the burden on the Consumers.
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Annexure-l (A)

Newspaper clippings appeared in EENADU, VELUGU on 14.02.2024
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Newspaper clippings appeared in THE HANS INDIA, THE HINDU, THE MUNISIF
(Urdu) on 14.02.2024
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Annexure-l (B)
Newspaper cllpplngs appeared in EENADU, VELUGU on 14.03.2024

Newspaper clippings appeared in THE HANS INDIA, THE HINDU, THE MUNISIF
(URDU) on 14.03.2024
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Annexure-l(C)
Newspaper clipping appeared EENADU, VELUGU on 07.04.2024
il [ & L p i o ”
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Annexure-ll

List of stakeholders who submitted written Objections/Suggestions

Sl. No. | Name and address of the stakeholders
1 Sri M.Venugopala Rao, Senior Journalist & Convenor, Centre for Power
Studies, H.No.1-100/MP/101, Monarch Prestige, Journalists’ Colony,
Gopanpally, Serlingampally Mandal, Hyderabad 500 032
2 Southern Power Distribution Company of Telangana Limited, Corporate

Office, 6-1-50, Mint Compound, Hyderabad 500 063
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Annexure-lll

List of stakeholders who participated in Public Hearing held on 18.04.2024

SI. No. | Name and address of the stakeholders

Sri M.Venugopala Rao, Senior Journalist & Convenor, Centre for Power
1 Studies, H.No.1-100/MP/101, Monarch Prestige, Journalists’ Colony,
Gopanpally, Serlingampally Mandal, Hyderabad — 500 032

M/s Southern Power Distribution Company of Telangana Ltd., Corporate
Office, 6-1-50, Mint Compound, Hyderabad

P. Shiva Rao, Advocate, SCCL =~ -~ -
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Annexure - C : TGERC order dated 29.04.2025






TELANGANA ELECTRICITY REGULATORY COMMISSION

Vidyut Niyantran Bhavan, G.T.S. Colony, Kalyan Nagar, Hyderabad 500 045

ORDER
ON

THE FILINGS MADE BY

SINGARENI! COLLERIES COMPANY LIMITED (SCCL)

IN THE MATTER OF
REVISED ARR AND TARIFF PROPOSAL FOR FY 2025-26
AND TRUE-UP FOR FY 2023-24
FOR 2X600 MW SINGARENI THERMAL POWER PLANT

ON

29.04.2025
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TELANGANA ELECTRICITY REGULATORY COMMISSION
Vidyut Niyantran Bhavan, G.T.S. Colony, Kalyan Nagar, Hyderabad 5060 045
O.P.No. 30 of 2024
Dated 29.‘04.2Qé$f
‘ Present ‘
Dr.Justice Devaraju Nagarjun ,Chairman
Between: R

The Sangarenl Collieries Company Limited, ‘ IR
Kothagudem Collieries, Bhadradri Kothagudem District 507 101. . ... Petitioner
AND s

1. ."Southern Power Dsstr:butlon Company of Teiangana lested
.Corporate Office, # 6-1-50, Mint Compound Hyderabad 500 063;

2. 'Northern Power Distribution Company of Telangana Limited,
‘=H No.2-5-31/2, Corporate Office, Vidyut Bhavan, :
Nakkalagutta, Hanamkonda, Warangal 506 001. ... Respondents.

Singéréni Collieries Company Limited (S"CCL or petitioner) has filed the .“pr‘esent
petitioh on 28.11.2024 in accordance with Seo_tiohs 62, 86(1)(a) & 86(1)(b) of the
Electricity Act, 2003 read with clause 3:13.1, and other applicable clauses provided in
Regulation No.1 of 2019 for truing-up of generation tariff from 1st April 2023 to 31st
March 2024. SCCL has also filed the revised tariff petition for FY 2025-26 for 2x600
MW Singareni Thermal Power Plant (STPP} in"'aocordance'with Regulation No.2 of
2023. '

The Commission, in exercise of its powers under the Electricity Act, 2003, Regulation
No.1 of 2019; Reguiation No. 2 of 2023 and after considering Petitioner’s submissions,
suggestions and objections of the other stakeholders, responses of Petitioner, issues
that are raised during the Public Hearing and all other relevant material, passed the

following:



Order

Chapter 1
Introduction

1.1 Background

1.1.1

1.1.2

1.1.3

1.1.5

1.1.7

Telangana Electricity Regulatory Commission (herein referred to as TGERC or
the Commission) was constituted by the Government of Telangana (GoT) in
terms of the provisions of Schedule XII{C)(3) of the A.P. Reorganisation Act of

2014, read with Section 82 of the Electricity Act, 2003 (Act) vide G.O.Ms.No.3,

Energy (Budget) Department, dated 26.07.2014.

The Singareni Collieries Company Limited (SCCL) is a coal mining company.
incorporated under the Companies Act, 1956. The Company is owned by
Government of Telangana (GoT) with 51.096% shareholding. The other
shareholders of the company are Government of India (Gol)f and private
shareholders in the ratio of 48.902% and 0.002% respectively.

SCCL has entered in the business of power generation by setting up a 2x600
MW coal based thermal power plant viz., Singareni Thermal Power Plant
(STPIP) in Jaipur of Mancherial District, Units | & |l of STPP achieved COD on
25.09.2016 and 02.12.2016 respectively.

SCCL had entered into a Power Purchase Agreement (PPA) on 18.01.2016 with

‘two distribution companies of Telangana (TGDiscoms) for the power generated

from STPP which will be sold to them at a tariff decided by the Commission.
The PPA shall remain valid for a period of 25 years from the COD of the last

, Unit (i.e., Unit-Il).

The Commission in its Order dated 28.08.2020 trued-up the capital cost and
fixed charges of the STPP plant up to 31.03.2019 and determined tariff during
the MYT period 2019-2024.

The Commission in its Order dated 23.03.2023 has carried out mid-term review
of the control period 2019-2024.

The Commission, in its Order dated 28.06.2024 has carried out True up for FY
2022-23 and Multiyear tariff for FY 2024-25 to FY 2028-29.



1.2
1.2.1

1.2.2

C

Statutory and Regulatory Provisions

As per Section 62 of the Electricity Act, 2003 the Commission determines the
tariff for supply of electricity by a generating Company to a distribution licensee,
Further the Commission is empowered to determine tariff for generation and
sale of electricity within the State under Section 86(1)(a) & 86(1)(b) of the Act.

The Commission had notified (Terms and Conditions for Determination of
Generation Tariff) Regulations, 2019 [Regulation No.1 of 2019] which came into
force from the date of its pubiEcation,‘i_anéIan'gana Gazette i.e., on 01.02.2019.
As per clause 3.13.1 and other appiicéble clauses provided in Regulation No.1
of 2019 and clause 6.2 and other applicable clauses as provided in Telangana
Electricity Regulatory Commissio’ﬁ (Multi Year Tariff) Reguiation 2023
[Reguiat;on 2 of 2023] the SCCL is required to file a petation for truing- up of
generatlon tariff for STPP for FY 2023-24 ARR for and proposal for revised tariff

& charges for FY 2025 26 For the sake of convenlence the applicable clauses

. of Regu]atlon No.1 of 2019 and Regulat:on 2 of 2023 are reproduced below

3 Regulatton No.1 of 2019
- “313 End of the control period Review

- 3.13.1 The Generating Entity shall file a petition for End of the controi penod

. Review and truing-up of the Aggregate Revenue Requirement and
-revenue for FY 2021-22 and FY 2022-23, and provisional truing—‘bp for the
FY 2023-24, by November 30, 2023. Provided that the Petiﬁbn shall
include information in such form as may be stipulated by the 'C'ommission,
together with the Accounting Statements, extracts of Books of Account
and such other details, including cost accounting reports or extracts
thereof, as it may require o assess ‘the reasons for and extent of any
differénce in operational and financial performance from the approved
forecast of Aggregate Revenue Requirement and expected revenue from
tariff.

3.13.2 The scope of the End of control period Review shall be a comparison of
the actual operational and financial performance vis-a-vis the approved
forecast for the third, fourth and fifth Year(s) of the control period;

3.13.3 Upon completion of the review under clause 3.13.2 of this Regulation, the
Commission shall atfribute any variations or expected variations in

3



performance, for variables specified under clause 6.7 & clause 6.8 of this
Regulation, to factors within the control of the petitioner (controllable
factors) or to factors beyond its control (uncontrollable factors).

3.13.4 Any variations or expected variations in performance, for variables other
than those specified under clause 6.7 of this Regulation, shall not
ordinarily be reviewed by the Commission during the control period and
shall be attributed entirely to controllable factors:

3.13.5 Where the petitioner believes, for any variable not specified under clause
6.7, that there is a material variation or expected variation in performance
for any Year on account uncontroilable factors, it may -apply to the
Commission for inclusion of such variable” ' ‘

Regulation No.2 of 2023 B
6.2 The petitions to be filed for each Control Period under this Regu?ation are
as under: | ‘ ‘
d) After first year of the Control Period and onwards, the annual petitions
by generating entity shall comprise of:
i. True-up of preceding year for Generation Business;
. ii. True-up of preceding year for Integrated Mine;
iii. Proposal of re\)ised tariff for ensuing year of control period for
" Generation Business; - |
iv. Proposal of Revised input price of coal supplied from Integrated mine
 forthe ensuing year of the Control Period.

1.3 Present Petition ‘

1.3.1 SCCL has filed the present petition on 28.11.2024 in accordance with Sections
62, 86(1)(a) & 86(1)(b) of the Electricity Act, 2003 read with clause 3.13.1, and
other applicable clauses provided in Regulation No.1 of 2019 for truing-up of
generation tariff from 1st April 2023 to 31st March 2024. SCCL has also filed
the revised tariff petition for FY 2025-26 for 2x600 MW Singareni Thermal
Power Plant {(STPP) in accordance with Regulation No.2 of 2023.

1.3.2 SCCL has submitted that while filing present Aggregate Revenue Requirement
(ARR)/Tariff proposals, the SCCL has endeavoured to comply with the various
applicable legal and Regulatory directions of the Commission including the
directions contained in the ‘Conduct of Business' Regulétions, 2015 (Regulation
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No.2 of 2015), Regulation No.1 of 2019 and Regulation No.2 of 2023 notified
by the Commission.

1.3.3 SCCL further submitted that based on the information available it has made
bonafide efforts to comply with the directions of the Commission and discharge
its obligations to the best of its abilities.

1.4 Admission of Petition and Regulatory Process

1.4.1 The petition was scrutinized thoroughly and found to be generally in order as
required under Conduct of Business Reguiaﬁon, 2015 (Regulation No.2 of
2015). The_réby, the ‘original :‘pe'titiori] Wawstake;n on. record by assigning the
0.P.N0.30 of 2024.

1.5 Data Gaps and petlttoner S Responses : :
1.5.1 After taklng the petitEOﬂ on record, the Commission has sought for some
additlonal information whlch the petitloner has submltted The Commlsswn has

: consudered the onglnal f lmgs and addltlonal mformatlon submztted by the

petitloner

S

1 6 Publuc Notice

1 61 The petitioner, in conform;ty of the Commission’s directions, lssued Pubilc
lNotlce for inviting objectsons/suggestlons of the stakeholders on the fmng of the
'i:iTrue -up for FY 2023~ 24 and Revised Tarlf'f Proposal for FY 2025- 26 in two 2)
: Engllsh two (2) Telugu daily and One (1) Urdu daily newspapers on 14 12 2024
[Annexure 1], In the Public Notlce it was also stated the mtentlon of the
Commission to conduct Public Hearmg m the Court Hall of TGERC Vidyut
leantran Bhavan, GTS Colony Kalyan Nagar Hyderabad, on 21.01.2025 from
11.00 hrs onwards. The filings (a[ong with supportfng matenal) were hosted by

the Petitioner as well as the Commission on the|r respectwe websites.

Response to the Public Notice

1.6.2 In response to the Public Notice, two (2) stakeholder's have submitted
Objections/Suggestions on the filings of True-up for FY 2023-24 and Revised
Tariff Proposal for FY 2025-26. The details of stakeholders who have submitted
written objections/suggestions on filings is enclosed at Annexure-I1.

1.8.3 The Petitioner was directed to furnish reply on the objections/suggestions of
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stakeholders in writing, marking copy of the same to the Commission, by
11.01.2025. '

The objections/suggestions of stakeholders and the responses of the Petitioner
on the same have been posted on both the websites of the Petitioner and the
Commission.

1.7 Public Hearing
1.7.1 The Commission has conducted the Public Hearing on 21.01.2025 in
~attendance of the Petitioner, the Respondents, and the .other interested
stakeholders. During the Public Hearing, the Petitioner has made brief
submissions on its filings and then the Com_rhission heard thé Respondents and
other stakeholders. The Petitioner responded on the issues raised by the
objectors and on directions - of t’hé Commission filed a written submission
regarding the same. The list of persons who have presented their
objections/suggestions in Public Hearing held on 21.01.2025 is enclosed at
Annexure-[ll.



Chapter 2
Summary of Filings

2.1 Petitioner's Submissions

2.1.1 The petition is filed for approval of Truing-up for FY 2023-24 and Revised Tariff
Proposal for FY 2025-26 for 2x600 MW Singareni Thermal Power Plant.

2.1.2 The Petitioner has made the following submissions in their original filings and

the additional submissions:

a) Annual Accounts of SCCL for FY 2023-24;
b) Audited detalis of the break—up of Actual capltal cost of STPP up to

31.03. 2024

C). : The details of Additional Cap:talssatlon for FY 2024-25 and FY 2025-26.

True-up for. FY 2023-24.

24 as cla:med by the petitloner is. shown in table below

2 1.3 The summary of the true-up of Aggregate Revenue Requnrement for FY 2023-

Tabie 2, 1Summary of ARR as clafmed for FY 2023-24

Rs. in Crore)
MYT/Tariff True-Up -
Particulars QOrder requirement -
: | Approved Claimed
1 Annual Fixed Charges ’
- Operation & Maintenance Expenses 225.07 314.28
- | Depreciation SR 400.36 401.03"
Interest-and finance charges onloan - 195.58 247.71
Iriterest-on Working Capital 85.63 116.28
Return on Equity 436.40 482.82.
- Annual Fixed Charges 1343.03 156211
Energy Charges ‘ _
Energy Charge Rate (Rs./kWh) 3.803 3.817
Scheduled Energy-Ex-bus (MUs}) 1 8308.458 8308.458
Energy Charges 3159.66 3171.34
Other Charges
Incentive 0.00 0.00
water charges, Audit fee & Tariff fi Ilng fee 0.00 35.50
Other Charges 0.00 35.50
Total Gross ARR 4502.69 4768.95
Less: Non-Tariff Income 13.33 5.16
ARR to be recovered from Tariff 4489.36 4763.79

* It is observed that the values shown under MYT/Tariff Order are MTR

Order revised approved values for FY 2022-23.
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2.2 Revised Tariff Proposal for FY 2025-26
2.2.1 The AFC claimed by the SCCL for FY 2025-26 is shown in fable below:

@)

Table 2.2: AFC and Energy Charge claimed by the Petitioner for FY 2025-26

(Rs. in Crore}

Tariff

FY 2025-26
MY T/Tariff . .
Particulars Order April-March April-March
Revised Revised
Approved Proposal-1 Proposal-2
Annual Fixed Charges
Operation & Maintenance :
Expenses 262.86 350.19 365.81
Depreciation 400.36 403.85 445.36
interest and finance charges
on loan 158.88 184.16 178.63
Interest on Working Capital 8424 89.81 90.62
Return on Equity 436.40 - 486.55 486.55
Annual Fixed Charges 1342.73 1514.56 1566.97 -
Energy Charges ' o
Energy Charge Rate ' o
(Rs./kWh) - 3.785 3.785 3.785
Scheduled Energy-Ex-bus 8421.426 8882.874 8882.874
(MUs)
Variable Charges 0.00 0.00 0.00
Energy Charges 3187.51 3362.17 3362.17
Other Charges
Incentive - 0.00 23.07 23.07
water charges, Audit fee & 10.41
Tariff filing fee 0.00 1041
Sub Total (Other Charges) 0.00 33.48 33.48
Total Gross ARR 4530.24 4910.21 4962.62
Less: Non-Tariff Income 4.09 - 5.37 5.37
ARR to be recovered from 452615 4904.84 4957.25




2.3 Energy Charges for FY 2025-26

2.2.1 The Energy Charge Rates (ECR) projected by SCCL for FY 2025-26 are as

shown in table below:

Table 2.3: Summary of ECR as claimed by the Petitioner for FY 2025-26

MY T/Tariff April-
Particulars Units A;riild RM;;::d
- Proposal
Auxiliary Consumption (Y 5.75 5.75
Gross Station Heat Rate | kcal/kWh 2300.00 2300.00
Secondary Fuel oll consumption mi/kWh .0.50 0.50
Calorific Value of Secondary Fuel - keal/ml 10.00 ' ~10.00
Landed Price of Secondary Fuel | Rsdmi | 0.07 1 0.07
Gross Célorifj_é-’Value of Coal R '-_l__<¢_al/kg 3808.80 3808 80
Landed Price of Coal _Rs./kg 5.86 5, 86
Specific Coal Consumption kg/kWh 0.603 060
?3;? of Energy Charge from Prlmary Rs. /kWh 3.749 37 49
I;S;fle of_ Energy charges from Secondary |. . Rs. /kWh 0.036 0036 :
ECR 3.785

Rs./kWh

13.785
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Chapter 3

Issues raised by Stakeholders, responses of Petitioner and
Commission’s Analysis and Findings

True up for FY 2023-24

Objections/suggestions made on filings

TGSPDCL on behalf of TGSPDCL & TGNPDCL has filed objections/ suggestions

on True-up for FY2023-24 and on Revised tariff petition for FY2025-26. The
Petitioner has filed replies on the objections/suggestions received from the

stakeholder in writing and during public hearing. For the sake of clarity, the

objections/suggestions raised by the stakeholder and responses of the Petitioner

have been consolidated and summarised issue-wise and concluded all the

objections/suggestions made in writing and the responses to them by the

Petitioner.

3.1. Additional Capitalisation for FY 2023-24

a)

b)

Petitioner’s Claim

The petitioner has claimed Rs.48.29 crore as additional capitalisation fo'r,-. FY

' 2023-24. In justification of additional capitalisation, the petitioner has submitted
that the claim towards additional capitalisation for FY 2023-24 contains major

items like Generator exciter assembly (with PMG) and repair of unit-2 Generator
rotor amounting to Rs 38.31 Crore. It is claimed that from the past experiences
when any of this equipment fails for whatever the reason and order was placed
for réplacement, the Original Equipment Manufacturer (OEM) require a high lead
time of around one year to supply a new one or at least four months’ time for
refurbishment as the input material for these modules are to imported from other
countries. | |

This resulted in the units to be shut down in the range of four months to one year
which impacted the cash flow of both SCCL and TG Discoms. SCCL will lose due
to non-recovery of full fixed charges while TGDiscoms also will be incurring loss
from the arrangement of alternative power supply from the market. Therefore, a
win-win situation will be achieved if the petitioner is allowed to make the required
capital expenditure.

10



c)

d)

a)

)

The Commission has approved initial spares of STPP in its earlier order below
2.5% of the GFA upto cut-off date, and still Rs.100 crore is required to reach the
flimit of 4% ceiling for spares as per Regulation as calculated by SCCL and it is
requested to allow for the proposed exciter assembly and other capital
expenditure as these expenditures are within specified ceiling limits.

Further, as per the directives of Civil Courts additional amount of Rs. 2.91 crore
was paid for enhanced compensation for already acquired land which is within
the original scope and spilled over tdthe current control period and occurred due

to a change in law.

Stakeholders’ Submissions
The sfakeholders have submitted. that out of additional capitalizatibn claim of
Rs.49. 29 Crfor FY 2023-24, the major ciaim is of Rs. 38.31 Cr towards Generator
exmter assembly (with PNIG) and repalr of Unit-2 Generator Rotor whmh was
clalmed by SCCL and was d:sallowed by the Commssron vide order dated
‘ 23 03 2023 in Mid Term Review. petltlon in OP No. 77 of 2022 & vide order dated

17.11.2023 in R.P (SR) No. 79 of 2023 in OP No. 77 of 2022, since, the ctalm
~‘was beyond the Original Scope of Works. Hence, the claim is not tenab!e agam

; '!n the present petition.

"P'etitioner’s Replies

The petitioner has submitted the following -

a) The pro;ected PLF during the FY 2024-29 is around 91% The Generator
exciter assembly is necessary for the successful execution of the generation
plan. In case of failures for whateVer reason orders placed the OEM resuits
ina high lead time of around one year to su‘pply a new one or at least four
months for refurbishment. Hence, it heeds special 'atténtion.

b) As per PPA, STPP is e'xprected rb_r;we'et the availability norms set by the
regulator and full fixed charges can be claimed only after achieving the
normative availability. If such-equipment is not provided, SCCL will loose due
to non-recovery of full fixed charges while TGDiscoms will also be incurring
loss from arrangement of alternative power supply from the market.

¢) It is submitted that the short-term power markets are highly volatile and
unpredictable. Therefore, the shutdown of units in the range of four months
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to one year will impact the cash flow of both SCCL and TGDISCOMs.
Therefore, a win-win situation may be achieved if STPP is allowed to make
required capital expenditures. |
d) As stated by the stakeholders, SCCL did not claim the generator exciter
assembly and repair of unit-2 Generating rotor amounting to Rs 38.31 crore
as additional capitalisation in mid-term review petition. STPP has purchased
one generator exciter to meet the exigencies as both the units are of the
same capacity.
e)As per clause 17.9.5 of TGERC Tariff Regulation 2019 additional
capitalisation on several items are prohibited after cut-off Date. The
Reg‘u'latio'n contains a comprehensive list of such items. The additional
capitalisation claims of STPP do not fall into this prohibited category and
these items are required for-successful running of the plant at normative
availability. Accordingly, the Commission by the application of general
prudence can consider these items for capitalisation.
f) Further, as per the directives of Civil Courts additional amount of Rs. 2.91
crores was paid for enhanced compensation for already acquired land which
_is within the original scope and spilled over to the current control period and
occurred due to a change in law. | |
Therefore, the petitioner submitted that objections made by the stakeholders have

no merit for consideration
Commission’s Analysis and Findings

a) The pe'ti'tioner has claimed an amount of Rs. 48.29 Crores for FY 2023-24 as
additional capitalisation. The Commission has examined the additional
capitalisation claimed by the Pefitioner, which was incurred for activities such as
Procurement of Generator Exciter Assembly and Repair of Generator Rotor,
Widening of portico Ramp of Building, Enhanced Compensation paid for land as
per Court directives, Retaining Wall around coal stock yard, Procurement of
various pipes, Equipment for security, Laying of 33kV/11kV/3.3kV OHT Lines for
Railway Siding, Construction of Quarters and other amenities in Township, CSR
works in nearby villages, Furniture for Admin and service buildings, other civil
works efc.

b} This was strongly opposed by the DISCOMSs / Objectors on the ground that the
12 ’



Petitioner has made an attempt to claim said amounts in O. P. No. 77 of 2022 in
mid-term review petition including Rs. 38.31 crores as Spill Over works, however,
the Commission by Order dated 17.11.2023 has rejected the said request.
Therefore this Commission shall not entertain additional expenditure.

In order to appreciate the submissions of both sides the relevant Regulations
(Regulation No.1 of 2019) are considered as referred hereunder.

“Clause 7.19.1 - The capital expenditure actually incurred or projected fo be.
- incurred, on the following counts within the Original Scope Of Work, after the COD

and up to the Cut-Off date, may be admitted by the Commission subject to

Prudence Check. Any additional capitalization after COD needs prior approval

of the Commission

a) Un-discharged liabilities recognized to be payabfe ata future. date

b)  Works deferred for execution;

¢)  Procurement of initial capital spares within the Original Scope of Work

_in accordance with clause 7:12 of these Regulations;

d) Liabilities to meet award of arbitration or for comphance of the

_order or decree of a court of faw
‘e) Change in lawor: comphance of any existing Iaw B
fl- Anyexpensesto be incurred on account ofneed for higher secunty andk
. safety of the Station/Unit as advised or directed by appropriate
+ Government ~Agencies of statutory - authontles respons:ble for-
... national security/internal security;
.. g) - Deferred works relating to .ash pond or ash handling system and coal
handling in the Original Scope of Work - ‘

‘h) . Any =capital expenditure found justfﬂed after Prudence Check

' necessitated on account of modifications required or done in fuel
receiving system arising dué to non-materialization of coal supply
corresponding to full coal linkage in  respect of Thermal Generating-
Station as result of circumstances . not Within the controf. of the
Generating Station.

i}  Any liability for works: executed prior to the Cut-Off date after
Prudence Check of the deta:ls of such un-discharged liability, total
estimated cost of package ‘reasons for such withholding of
payment and release of such payments, efc.

Provided that in case of such liabifities; the details and relevant Board of
Director approvals shall be submitted along with the Petition for
determination of final Tariff after the COD of the Generating Unit/Station.

j)  Any liability for works admitted by the Commission after the Cut-Off
Date to the extent of discharge of such liabilities by actual payments:

k)  Any additional capital expenditure which has become necessary for
efficient operation.

Provided that the claim shall be substantiated with the technical
justification duly supported by documentary evidence like test results
carried out by an independent agency in case of deterioration of assets,
damage caused by natural calamities, Obsolescence of technology up-
gradatfon of capacity for the Technical reason such as increase in fault

13



c)

d)

level.

) An additional capital expenditure for complying with statutory norms for

Environment in accordance with the appropriate notifications of Ministry
of Environment, Forest and Climate Change.
Provided that, the Generating Company shall approach fo the
Commission for change in operational parameters such as change in
normative Auxiliary Consumption on account of technology changes in
the Generating Plant for e.g. installation of Flue Gas Desulfurization
(FGD).

m) In case of hydro Generating Stations, any expenditure, which has
become necessary on account of damage caused by natural calamities
(but not due fo flooding of power house attributable to the negligence of
the Generating Entity) and due fo geological reasons after adjusting the
proceeds from any insurance scheme, and expenditure incurred due to
any additional work which has become necessafy for successful and
efficient plant operation.”

On considering the above Regutatidns it is clear that the additional capitalization
beyond the scope of work can be pérmitted only with prior approval from the
Comrmssnon Further, as per Clause 2. 23 of Regulation No. 01 of 2019 read as
under: | '
“Cuf-.off Date” means the 31st March of the Year ending after two (2) Years of
the Year of start of commercial operation of a Project and, in case a Project is

declared fo be under commercial operation in the last quarter of a Year, it shalf
mean the 31st March of the Year ending after three years of the Year of start

- of such commercial operation.”

'Therefore basing on the above clause, if the additional expenditure incurred is

be'yond the cut-off date such additional expenditure also cannot be permitted.
Out of Rs..48.28 crore of additional_expenditure claimed, except Rs. 2.91 crore
towards enhanced land compensation as per the directions of the civil court, rest
of the expenditure incurred beyond the cut-off date cannot be cohsidered as it
was spent without obtéining prior approval of the Commission. In addition to that
as rightly submitted by TGDiscoms in respect to the claim of petition for Rs 38.31
crores towards spill over expeﬁses was rejected by the Commission by order
dated 17.11.2023 in OP No.77 of 2022.Accordinlgy, the additional capitalisation
claimed and approved for FY 2023-24 is as mentioned in the table below:

Table 3.1 : Additional Capitalisation claimed and approved for FY 2023-24

(Rs. in Crore)

. Approved in MTR .
Particulars Order dt 23.03.2023 Claimed Approved
Additional Capitalisation 0.00 49.29 2.91

14
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3.2. Operations and Maintenance Expenses

b)

Petitioner’s Claim

The Petitioner claimed the O&M expenses as Rs. 314.28 Crores as against the
approved value of Rs. 225.07 Crore in MYT which was subsequently revised in
MTR Order dated 23.03.2023. The Petitioner in support of its claim has also
submitted the Auditor Certificate.

The Petitioner has submitted that the O&M expenses for the FY 2023-24 were
approved relying on the STPP s actual expenses of contrcl period FY 2016-19
after application of CP!&WPI Dunng FY 2016- 19, the dep!cyment of manpower
was partial, repair & mamtenance costs were very less which resulted in approval
of less O&M expenses fOi' FY 2023—24 The new plant when subjected to cyclical
stress and extreme thermal condatlons fcr longer period will gradual[y experlence
more wear and tear. Some machme parts also became useless in STPP The

‘-,rate ef fallure of equipment mcreased w;th mcrease in p!ant age. Capltal spares
were purchased and put in servrce ln place of failed equipment. The addltlcnal

08M expenditures mcurred for coai miiE overhaullng was absent dunng the mltlal

1 ':.years " The initial !mandatcry spares purchased for coal mill and spares were .

'consumed in first two and half years for annual mill overhauling. Hence the impact

d)

:\cf O&M due to annual mill overhaul during 2016-17 to 2018-19 was a1most nil.

The O&M expenditure drastically increased from 2018-19 onwards after stored
lnma[ spares for coal mill were exhausted.
It is: further submitted that the dep[oyment of CISF in the base year was only
partial. Only 55% of its full capacrty manpcwer was available and depioyed for
FY 2018-19. CISF personne! receive saiary and other facilities as decided by the
Central Government from time to time and is to be reimbursed by STPP which is
booked under A&G expenditure. As per safety report, the STPP falis under the
high security zone which is categorised as Hyper Sensitive Zone by Ministry of
Home Affairs. Accordingly, the required CISF manpower of various ranks have
been recommended by the authority for posting in STPP. All the above reasons
resulted in increase in O&M expenses from approved values.
The Petitioner-has also requested to consider the cumulative WPI figures of the
past control period i.e around 29.6% and to add with the K figure of the last control
period which was 1.04 and to consider the K value for the purpose of computing
15



R&M expenditure as 1.34 in place of 1.08.

e) Theugh the Discoms have raised objection in respect of many heads it has not
chosen to raise any objection on O&M expenses

f) The O&M expenses approved in MTR Order dated 23.03.2023, claimed by SCCL
in True up petition is detailed in Table below:

Table 3.2 : Summary of O&M expenditure claimed for FY 2023-24
{Rs. in Crore} .

Approved in
Particulars MTR Order Claimed
_ dt 23.03.2023
Employee Expenses - o 171.86
| A&G Expenses- 225.07 51.93
R & M Expenses . ] 9049
O&M Expenses o 225.07 314.28

Commission’s Analysis and Findings : ‘

a) The -clause 19 of the Regulatlon No.1 of 2019 stipulates the norms for
determfnation of O&M expenses as (i) Employee cost, (i) R&M expenses and (m)
' A&G expenses. S

) The Commission has computed the normatave Employee expenses, normative
R&M expenses and normative A&G expenses as per Regulation No.1 of 20189.
* The computed normative O&M expenses were compared with the actual
expenses as claimed by the petttzoner and approved the least of computed
normatlve expenses and actual expenses as claimed is approved as below

Employee Cost:

Table 3.3 : Empioyee cost computed by the Commission for FY 2023-24
(Rs. in Crore)

. CPI ‘.
Partlcplars EMPbD Inflation Pr.ovusw.n EMPn
@ (b) (c) (a*b)H(c)
Employee Cost 107.02 1.042 111.51
Table 3.4: Employee cost claimed, computed and approved for FY 2023-24
Rs. in Crore)
. . Approved in Recomputed
F"\'{"‘L’;‘";'a' MTR Order Claimed bythe | Approved
dt 23.03.2023 - Commission
FY 2023-24 110.24 171.86 111.51 111.51

A&G Expenses:
16



Table 3.5 : A&G expenses computed for FY 2023-24
(Rs. in Crore)

Particulars A&G Inflation Provision A&Gn
Factor
(a) (b) {c) (a*b)+(c)
A&G Expenses 36.69 1.01 37.14

Table 3.6 : A&G expenses at actuals claimed and approved for FY 2023-24
(Rs. in Crore)

Approved
in L Recomputed
Financial Year | MTR Order - Claimed by the Approved
dt : Commission
: 23.03.2023 o
FY'2023-24 35.84 51.93 - 3714 37.14
R&M Expenses

Table 3 7 : R&M expenses computed by the Comm;ss;on for FY 2023-24
_ . _ (Rs. in Crorg).

— TWPI
,;LPartlculars “Kn GFﬁn : _! hlation R&Mn ]
@ | (b (c) (a'b¥c) .
R&M Expenses 1.14% - : 7‘745.32 1,.'00 87 94

Table 3.8:R&M expenses cla:med recomputed and approved for FY 2023-24
: (Rs.'in Crore)

Approved ‘
: . in Recomputed | - .
.| Financial Year | MTR Order Claimed by the . [ Approved
dt Commission| . =
g 23.03.2023 ‘
- FY 2023-24 81.27 = 90.49 87.94" - 87.94

O&M Expenses:
¢) The relevant clause of Regulation No.1 of 2019 related to O&M expenses is as
follows: o

“19.1 The O&M expenses for each year of the control period shall be
approved based on the formula shown befow:

O&Mn = (R&Mn + EMPn + A&Gn) x 99%”
d) Basing on the above Regulation, the O&M expenses claimed by petitioner and
approved by the Commission for FY 2023-24 is as shown below:

Table 3.9: O&M Expenses claimed and approved FY 2023-24
{Rs. in Crore)

Approved

MTR Order
17
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33.

a)

dt 23.03.2023
Employee Expenses 171.86 111.51
A&G Expenses ' 51.93 37.14
R & M Expenses 90.49 87.94
O&M Expenses 225.07 314.28 234.22*

*As per Regulation 1 of 2019 O&M Expenses =99% of sum of Employee Expenses, A&G Expenses
and R&M Expenses

Depreciation

Petitioner’s Claim

The petitioner has claimed the deprecation of Rs.401.03 Crore against the
approved value of Rs.400.36 crore in MTR order dated 23.03.2023. The same is
detailed in Table below:

Table 3.10: Dépreéi'atioh"as claimed for FY 2023-24 _
' . o (Rs. in'Crore)
‘Particulars Approved in MTR Order Claimed

3 . ~ dated 23.03.2023
Depreciation | 400.36 401.03

Stakeholders’ Submissions
The Petitioner has submitted higher depreciation sums of Rs. 401.03 cr., for FY

. 2023-24 against approval of the Commission at a constant Value of Rs. 400.36

Crin the Mid-term review order dated 23.03.2023. _
Since no additional Capitaiizaﬁoh was allowed to the petitioner in the Midterm
review and there would be no change in the GFA (Gross Fixed Asset) of STPP
Projé.ct, the Commission is requested to resfrict the recovery of Depreciation by
the Petitioner to the already approved figure of Rs. 400.36 Crore.

Petitioner’s Replies

The Petitioner has submitted that the respondents, without considering the fact
that there are certain capitalizations done as per Court directives and for
compliance of CEA regulation which is in the nature of change in law events, has
stated that the depreciation should not increase. Accordingly, this fact needs to
be considered for capitalization, consequently the effect of depreciation is
required to be allowed by the Commission.

Commission’s Analysis and Findings

The Commission has taken note that the petitioner has taken the closing GFA

approved for True up of FY2022-23 as opening GFA value for FY 2023-24.
18



3.4.

b)

Further, the Commission has allowed an additional capitalization of Rs. 2.91
crore for FY 2023-24 against a claim of Rs.49.29 crore.

The depreciation can be permitted in accordance with Clause 10 of the
Regulation No. 1 of 2018 considering the approved GFA and additional
capitalization of Rs.2.91 crore. The depreciation rate of 5.16% is considered in
accordance to Clause 10.6 of the Regulation No. 1 of 2019 and after prudent
check of the actual depreciation rates filed by the Petitioner. After prudence
check, the deprecation claimed a'nd'approved for FY 2023-24 is detailed in Table
below: - o |
Table 3.11: Depreciatibn claiméd and approved for FY 2023-24

(Rs. in Crore)

Approved in MTR

Order dt 23.03.2023 | Claimed | Approved

. Pér’ticulars

Opening GFA 774532 774532 | 7,745.32

Addition, during the year - 0.00 ' 49.29 291

Closing GFA - 774532 7,794.61 7,748.23

Rate of Depreciation -~ | BAT% " . 5.16% 5.16%.

 Depreciation . . 40036 401.03 :399.83

‘Interest and Finance Charges

Petitioner’s Claim

a)

b)

",\'E,‘he ‘Petitioner has claimed the interest and finance charges ori loan as. Rs.
247.71- Crore against the approved va.lue of Rs. 195.568 Crore in MTR o'réie{r dated
23.03.2023. The Petitioner further added that the Commission in its Mid Term
review Order dated 23.03.2023 allowed the refinancing of loan and'hés'ciaimed
the sharing of gains of Rs 16.17 C&rore-accrued due to refinancing of loans in the
FY2020-21. | .

The petitioner has submitted that the weighted éverage rate of interest on actual
loans of both SBI and ICICI combined for FY 2023-24 is 8.43%. Rate of interest
of SBI loan is calculated as one'—ye.iar MCLR plus spread of 0.25 and the same
will be reset every year on 15th October. The rate of interest of SBI loan has
increased from 8.80% to 9.20% w.e.f 15.10.2024, accordingly, the same is
considered while calculating estimated interest for 2024-25 and 2025-26.

The Petitioner has undertaken loan refinancing during FY 2020-21. Regulations
specifically allows for refinancing of loans as long it results in net savings. This

loan restructuring dated 15.10.2020 has resulted in instantaneous reduction of
19



a)

interest to the tune of 3.05% (10.20% to 7.15%). Regulation No 1 of 2019
provides for the generating entity making every effort to refinance the loan as
long as it results in net savings on interest and in that event refinancing charge
shall be borne by beneficiary, whereas, the net savings shall be shared to the
beneficiary. Petitioner has requested to allow the sharing of savings in interest
as claimed.

The interest and finance charges on loan approved in MTR Order dated
23.03:2023, claimed by the Petitioner for FY 2023-24 is detailed in Table below:

Table 3.12: Interest and Fmance Charges on Loan as claimed for

FY 2023-24
_ (Rs. in Crore
Particulars Approved in MTR Order .
» dt23.03.2023 Claimed
interest and finance ' ‘
charges on Loan 195.58 24771

Stakeholders’ Submissions
The stakeholders have stated that the petitioner has added the additional oan

~'component of Rs.34.51 Cr for FY 2023-24 for the additional capltallsatzqn of
- Rs.49.29 Cr and additional loan component of Rs.17.50 Cr for FY 2024-25 to the

b)

~outstanding iocan balances approved in the mid Term Review order dated

23.03.2023even without obtaining approva! of the Commission and worked out
higher interest sums arbitrarily by applying the rate of interest @8. 43% to 8.83%
as against the rate of interest approved @7.16% p.a for FY 2023-24 and @8.24%
p.a for FY 2025-26, which is not in accordance with the Mid Term Review order
dated 23.03.2023/MYT order dated 28.06.2024. If there is a cha_ngelin interest
rate on outstanding loan, then the net savings have to be reworked. The petitioner
has also claimed 1/3rd share of savings of interest amount accrued due to loan
refinancing whilé truing up for FY 2023-24 and also for the FY 2024-25 & 2025-
26 by simply citing the relevant clause 31 of Regulation No 2 of 2023.

The Commission in its MTR order had allowed 1/3rd share of gains of net savings
to STPP/SCCL as a one time basis during FY 2020-21 and allowed the
beneficiaries to retain the net savings for subsequent years without sharing.
Disregarding the set procedure, the Petitioner has trued-up the expenditures by
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claiming 1/3rd share of gain of loan refinancing even for the balance period of the
previous control period which is not permissible.

Further, the Petitioner has continued to claim 1/3rd share of gains of loan
refinancing even for FY 2024-25 and 2025-26 by referring clause 31 of
Regulation No 2 of 2023. In the said Regulation, it is specifically prescribed that
the net savings in interest shall be calculated as an Annuity for the term of the
Loan whereas such methodology was not prescribed in Regulation No. 1 0f 2019.
In Annuity computation methodology, present values of interest cost saving
before and after loan r.eﬂnanciii‘tg have to A‘be-work_edz out by considering the
discount rate at the interest rate of Post refinancing. The Petitioner has not
carried out such exercise. If further loan refinancing is taken up by the Petitioner
in FY 2024-25 & 2025-26, then Reguiat:on No 2 of 2023 allows such claim.
Petitioner’s claim for un:iateraliy adjusting 1/3rd share of gain to it is legally not
permiss;bie Hence, it is requested to restrict the Interest Rate @7 16% as
-approved in the MTR-and disailow the sharmg of 1/3rd share of gam on Ioan
_ref nancmg for FY 2023-24 and also to restrlct the rate of interest on loan @8 24%

' -for FY 2024-25 and FY 2025-26 to as approved in MTR/MYT order and disallow

the sharlng of 1/3rd share of gain on loan refinancing for FY 2024-25 and FY

| 2025-26.

a)

b)

Petlt:oner s Replies

The Petitioner has stated that clause 12.6.3 of Regulation No 1 of 2019 provzdes
that changes to terms and condmons of the refinanced loans shall be reflected
from the date of refinancing and it is easy to understand that how further changes
in interest rates falls within these terms and conditions. Further clause 12.5 of the
same Regutatioh provides that the rate of interest on loan shall be based on
weighted average rate of actual loan portfolio.

Accordingly, in terms of the said regulation, post financing and rate of interest
applicable for actual refinanced loan portfolio is required to be allowed in the tariff.
Further the stakeholders have stated that the methodology for loan refinancing
as allowed by the Commission in MTR order is final and should be the basis for
truing up of interest and financing charges even for forth coming FY 2023-24, It
is submitted that non sharing of gain out of loan refinancing in FY 2021-22 which
is a deviation to clause 12.6 of Reguiation No 1 of 2019 has been challenged
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before Hon'ble APTEL and the approval for refinancing was never under
challenge.

The last proviso 31.10 of Regulation No 2 of 2023 states that the net savings in
interest shall be calculated as an annuity for the term of loan but the net savings
shall be shared between the parties on annual basis. Calculation of net savings
in interest based on annuity method is only required to apply prudence to approve
refinancing. Refinancing has already been approved in the previous control
period. Hence annuity method as sug‘gested by the stakeholder is not relevant in
this matter. The same prowso stlpulates the annual savings shall be shared,
which the petltloner has calculated and submitted.

Once the approval for refinancing of the loan has been allowed by the
Comm‘issibn' and as the truing up.of FY 2023-24 was not done in the mid-term
rev:iew order dated 23.03-.2023, the Commission may decide sharing ratio of
b_énefit-_out of the said refinancing arranged which attained finality as no party

_chaiienged , it is appropriate to pass orders on refinancing arrangement for FY

2023-24.

_ Hencé, it is requested to decide the sharing ratio of net savings for FY 2023-24

. -and also to apply the prescribed ratio of 2:1 for the sharing of gains in the control
*period 2024 - 29. ;.

b)

‘Commission’s Analysis and Findings -
‘The Commission has approved the Interest and Finance Charges on [oan in

accordance with Clause 12 of the Regulation No. 1 of 2019. The closing loan
balance approved for FY 2022-23 after true up in 5" MYT order dated 28.06.2024
has been considered as the opening loan balance for FY 2023-24. The approved
depreciation of Rs.agg.as crore has been considered as the normative
repayment for the year.
The Commission has computed the weighted average rate of interest on [oan
based on the actual loan portfolio and respective interest rates. The Commission
in its MTR Order dated 23.03.2023 approved the refinancing of loan for FY 2020-
21 and FY 2021-22 and passed on the benefits and relevant paras are extracted
below:

3.9.14 The Commission on consideration of loan refinancing has arrived at

weighted average rate of interest @8.84% for the FY 2020-21 and the
details are as given below:
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Table 3.13: Interest rate due to loan refinancing during FY 2020-21

Particulars Before After swapping
swapping 197 168 days

days (01.04.2020 | (15.10.2020 fo
to 14.10.2020) 31.03.2021)

Average Net Loan 3,876.98 3,719.10

interest on loan 213.35 122.39
Wt Average Interest on loan for FY 2020-21 (A) 8.84%
Interest rate before loan refinancing (B). 10.20%
Reduction in interest rate due to loan 1.36%

refinancing (C= B-A)

The Commission has computed the reducfion in‘interest on loan amount
by using the reduction in interest rate due to loan refinancing and approved
average Joan balance. '

3.9.16 The Commission has considered the reduced interest on !oan from FY
. 2020-21 fo FY 2023-24.Though there is reduction in interest rate due to
“loan refinancing and after sharing of gains/loss as pet clause 12.6 of
Regulation No.1 of 2019, the net interest on loan for FY '2020-21. has
increased as the ref:nancmg charges are to be. passed on to benefi ciaries
..~ as per Regulation No.1 of 2019..The benefit of reduced rate of interest on
- loan due to loan refmancmg IS passed on to benef‘ ciaries from FY 2021 -
L2210 FY 2023-24....‘.’. - :

Itis observed that the Petltloner has aiso clalmed the sharing of beneflts of

":‘ref‘ inancing of loan during FY . 2023 24. The Commission in its Order dated

d)

'.23.03;.‘_2023 has approved the sharing of gains on account of refinancing (m FY

2020-21. Since entire gain on- account of loan refinancing has already been
permitted to be shared by the petitioner in FY 2020-21 on one time basis, nothing
was left for- shanng the gains for FY 2021-22. The Petitioner has chailenged the
MTR order dated 23.03.2023 before the Hon'ble APTEL being aggrleved for not
sharing the gains on account of refi inancing for FY 2021-22 and is still pending.
The Commission after passing on the benefits due to ann refinancing in the FY
2020-21 as a one time basis and approved the revised rate of interest of 7.16%
for the FY 2022-23 and FY 2023-24. '

On prudent check of actual loan statements submitted by the Petitioner,
Commission allowed the rate of interest of 8.43% for FY 2023-24. Since the
Commission has already passed on the benefits due to loan refinéncing as aone-
time basis and that the rate of interest has also increased from approved rate of

interest of 7.16% in the MTR, since there is no gain available on account of
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e €

refinancing from the date of passing of MTR order the Commission is not inclined
to accept the claim of the Petitioner.
Accordingly, the interest and finance charges on loan claimed by Petitioner and
approved is shown in the table below:

Table 3.14: I&FC on Loan claimed and approved for FY 2023-24

3.5.

Rs. in Crore)
Approved in
Particulars MTR Order dt Claimed | Approved
23.03.2023
Opening Loan , ‘ 2,929.99 | 2,929.96
Addition ‘ ‘ ' L . 34.51 2.04
Repayment ' ' 401.03 399.83
Closing Loan 2,563.46 | 2,532.17
interest rate ' 8.43% 8.43%
Interest on loan - 23154 | 230.15
Sharing of Benefits of Refi nancmg : 16.17 0.00
:ggenrest & Finance Charges_on | 195.58 247.71 ' 230.15
Interest on Working Capital
Petitioner’s Claim
a) The Petitioner has claimed Interest on wofking capital for FY 2023-24 as Rs.
116.28 Crore in accordance to Clauses 13.1 o 13.4 of Regulation No. 1 of 2019
against the approved value of Rs. 85.63 Crore in MTR Order dated 23.03.2023.
The Petitioner has considered the Interest rate as 10.07% for computation of
interest on working capital.
b) The interest on working capital approved in MTR Order dated 23.03.2023,
claimed is detailed in Table below:
Table3.15: Interest on Working Capital claimed for FY 2023-24
(Rs. in Crore)
Particulars Approved in MTR .
| Order dt 23.03.2023 Claimed
Interest on Working oy .
Capital 85.63 116.28
*oWC claimed@10.07% interest rate
Stakeholders’ Submissions
a) The stakeholders have submitted that the petitioner has considered cost of coal

of Bridge Linkage pricing which will be higher than the notified price of coal, by
20 to 30% (Rs.5860 to 5930 per Ton). By considering high price of coal being

supplied to STPP under Bridge Linkage policy, the Working Capital would be
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higher which is not in consonance with the Commission’s order dated 01.04.2024
in O.P.N0.13 of 2023, wherein the Commission has disallowed the levy of

' additional premium by SCCL on the basic price of coal for the corresponding coal

grade. Hence, it is requested to restrict the Working Capital claim considering the
notified basic price of coal, else it translates into higher fixed charges and
ultimately a burden on the end consumers.

Petitioner’s Replies

The Ministry of Coal (MoC), Govt. of India has allocated captive Coal Block/Mine
(NAINI) to STPP/SCCL in the year 2016. The coal produeed from the Nain Block
in Odisha State would. be utilized at STPP (belng the Specified End Use Plant).
To facmtate the immediate requrrement of Coal to STPP prolect a Short-term
Lrnkage was granted under the Policy of Bridge Linkage, till the commencement
of Coal Supply to STPP gels from itS Captlve Coal Block (Naml) The extens:on
of bndge linkage will be: decrded by Standsng Llnkage Committee (SLC) MOC

_E’cht of India after delrberatlon rn ‘the . meet;ng duly eonsrdenng the

_f :recommendataons recerved from Mlnlstry of Power (MoP).

by ¢

'SCOCL is supplying coal to Power sector (Brldge linkage and Non Brrdge lrnkage

-:“-_ho]ders) by regulating supplies to Non Power customers. Sales reahsatlon from

d)

~non- regu!eted sector is more by Rs.1628/T than sales realisation from Bridge

Lankage and Non Bridge Linkage supplies fo power. Therefore, by foregorng the
revenues SCCL is supplying coal to Bridge Linkage and Non Brldge Lankage
customers based on the request of Mm!stry of Coal considering the mpor’tance
of power sector across the country. In-the recent order of Standard Linkage
Commrttee it was clearly stated that tl're price of such bridge lmkege supply has
to be solely decided by SCCL/CIL. R | '

The Commission in STPP's True up for FY 2022»23 and MYT for FY 2024-25 to
FY 2028-29 order dated 28.06.2024 has allowed the coal cost including the
premium superseding its earlier order dt. -01.04.2024. Accordingly, the
Commission is requested to ailow the coal cost as claimed.

The Petitioner has also stated that SCCL is exploring swapping of coal from Naini
mines since long, TANGEDCO has shown interest in swapping of coal from
SCCL to Naini coal mine and accordingly letters were addressed to
TGPCC/TGDiscoms to give consent for entering into swapping arrangement.

Once coal production starts from Naini coal mine and consent is received from
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TGPCC/TGDiscoms the same will be taken up with Ministry of Coal,Gol.

Commission’s Analysis and Findings
a) The Commission has computed the working capital requirement for FY 2023-24
in accordance with clause 13 of Regulation No.1 of 2019, considering the

following:

« Cost of coal towards stock corresponding fo 30 days generation
corresponding fo target availability.

« Cost of coal for 30 days of generation corresponding to target availability.

o Cost of seconc!éry fuel oil for two months of generation
corresponding to target availability.

» Maintenance spares @ 20% of the O&M
expenses _ S

"« O&M expenses for one month.

~e Receivables equivalent to two months of capacity charges and.
energy charges for sale of electricity calculated on target -
availability.

« Minus payables for fuel (including secondary fuel oil) to the extént -
of thirty days of the cost of fuel computed at target availability.

b) The Petitioner claimed cost of coal of bridge linkage pricing which was admittedly
higher than natified price of coal. This aspect has been contested by yajﬁous
stakeholders stating that on account of claim of cost of coal as bridge linkage
pricing would certainly make the c_on'sumers feel hardship. SCCL was originally
formed. for doing coal business. Subsequently it also entered into power
generation business. The fuel fbr"the power being produced is the coal thereby
the objections of the stakeholders is that the SCCL which has been doing the
coal business has been supplying the coal to its vertical STPP on premium price
by loading the cost on the consumers. |t is submitted by the stakeholders that on
account of non-mining of Naini coal mine allotted to SCCL in the year 2016 for
supply of coal, the STPP had to buy the coal necessarily from SCCL. It is also
submitted that deliberately serious efforts are not put by the STPP to mine the
Naini coal block which would have resulted in availability for the coal at cheaper
price.
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d)

On the contrary the submissions of SCCL would go to show that this Commission

‘ while considering the true up for FY 2022-23 and MYT for the period FY 2024-25

to FY 2028-29 has considered the premium price of coal contrary to its own order
dated 01.04.2024 in O. P. No. 13 of 2023, Aggrieved by this order of true up and
MYT passed on 28.06.2024 the DISCOMs have preferred an appeal before
Horn'ble APTEL in Appeal No. 19 of 2024 and same is also pending for
consideration before Hon’ble APTEL.

This Commission has gone through the orders carefully and closely. While
detailed reasoning was given in the orders dated 01.04.2024 in O. P. No. 13 of
2023 in paragraphs 26 to 31, typlcally no reasons were glven in True up and MYT

order dated 28.06.2024 as to why th[s Commission has accepted the premium

price of coal and as to why the Comm;sszon is differing with the earlier order dated
01. 04. 2024 in O. P. No. 13 of 2023 and conS|dermg premium pnce of coal.
Therefore on considering both the orders passed by the previous Commission

;’(thls Commission has taken charge.on 30°10. 2024) |s of the view that the detailed
: reasoned order passed in O. P. No. 13 of 2023 dated 01.04. 2024 is to: be

fpreferred than order passed on 28 06. 2024 in True up for FY 2022-23 and MYT
- for. FY 2024-25 to FY 2028-29. .

f)

' Even otherwise both the orders in O. P. No. 13 of 2023 dated 01 04 2024 and
Order d_ated 28.06.2024 in True up for the year FY 2024-25 to FY 2_028-29 are
before the Hon’ble APTEL for consideration. Therefore the issue as to whether

SCCL can claim the premium rate for coal being supplied to STPP, without mining
the coal in the Naini coal mine eil_o_tted to it and whether the STPP_derr get the
coal from SCCL for notified prices will be decided by the Hon’ble APTEL. Until
then, as elready observed above, this Commission in so far as this petition is
concerned, is of the view that the SCCL _cannot' claim Bridge Linkage Premium
price for supply of coal to the~STPP. Therefore, the Commission disallows the
claim of the SCCL in claiming Bridge Linkage Premium price of coal while truing

up for FY 2023-24.

With regard to rate of loWC, the relevant clause of Regulation is as follows:

“13.3 Rate of interest on working capital shall be on normative basis and
shall be considered as the Bank Rate plus 150 basis points as on filing
date or as on 1st April of the financial Year during the MYT period in
which the Generating Station or Unit thereof is declared under
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commercial operation, whichever is later.

Provided that for the purpose of Truing-up for any year, interest on
working capital shall be allowed at a rate equal to the weighfed
average Bank Rate prevailing during the concerned Year plus 150
basis points.”

g) The petitioner has claimed the interest rate as 10.07% considering actual SBI
MCLR rate during FY 2023-24. The Commission on a prudent check has
consideréd the rate of interest of 10.08% in accordance with clause 13.3 of
Reguiation No.1 of 2019 as against of 10.07% claimed by the petitioner by
correcting the numerical error in computation of weighted average rate of interest.

h) Accordingly, the loWC Elaimed and apprdVed is detailed in Tabl_e below:

Table 3.16: interest on Working Capital clarmed and approved for FY 2023-24
(Rs. in Crore)

Approved in
Particulars MTR Order Claimed | Approved
‘ dt 23.03.2023 :
Cost of coal, towards stock ' 267.83 226.11
Cost of coal for generation 267.83 226.11
Cost of secondary fuel oil 1.55 1.50
O&M expenses : 26.18 19.52
Maintenance spares ' 62.86 46.84 .
.Receivables ‘ - 796.70 685.08
Minus: Payables for Fuels ' 268.61 226.86
Total Working Capital _
| requirement 9 | 1,154.35 | 978.30
Interest rate (%) 10.07 10.08
Interest on working capital 85.63 116.28 98.58

Return on Equity
Petitioner’s Claim

a) The petitioner has claimed the Return on Equity (RoE) for FY 2023-24 as
Rs.482.82 crore against the approved value of Rs.436.40 crore in MTR order
dated 23.03.2023. The petitioner has considered the effective tax rate as 25.17%
for grossing up the base rate of Return of Equity (15.50%). The details are as
given below:

Table 3.17: Retfurn on Equ:ty including Tax as claimed for FY 2023-24
(Rs. in Crore)

. MTR Order
Particulars dt 23.03.2023 Claimed
Return on Equity 436.40 482.82
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b)

Stakeholders’ Submissions

Stakeholders have submitted that the petitioner has claimed RoE at the base rate
of 15.5% on enhanced equity after considering additional capitalisation of
Rs.49.29 crores, without obtaining approval of the Commission. The petitioner
has grossed up simple RoE with regular income tax rate @25.168% (rate
applicable for SCCL company as a whole for coal and power business) as against
the concessional MAT rate of 17.472% allowed by the Commission. The
Commission has disallowed grossing up of RoE with higher income Tax rate in
the Mid Term Review Order dated 23.03.2023 and also Multi Year Tariff order
dated 28.06.2024, since the claim was not in consonance with th’e‘Regulation
No.1 of 2019. The petitioner is askmg enhanced. eqwty and RoE grossing up
based on audited figures for FY 2023-24

It further submitted that in AF’TEL Judgement in Appeal No. 37 of 2010 Ft was held

| that the State Commlssmn has to make prudent check of the expendlture and is
| fnot bound by Certifi cates of Aud |tor and requested the Commlssmn to restrsct*the

: :;;clalm of RoE to the approved flgures of Rs 436.40 crores, and that appi;cable

'";: "::Regulahor] provides that income tax has to:be considered for the” gener.apng

b)

station on standalone basis and STPP cannot claim SCCL’s tax rate and being a
regulated entity, only MAT rate to.be allowed in computation of RoE. o

'Pet;t:oner s Replies

The petitioner has submitted that the objecteons made by the stakeholders by
relying on Mid Term Review Order dated 23.03.2023 W|thout considering the
fact that the said order is applicable eniy for trued up period of FY 2019-22. The
Commission needs to again consider prudent check of the expenditure, facts
and reasons submitted before them in terms of specified tariff regulation in the
present petition. STPP opted‘fcr-'pg'a_yment of Corporate Income Tax at the
reduced Tax rate of 25.168% without MAT credit entittement and exemptions
as per the Taxation (Am'endment) Ordinance 2019..

The petitioner has also submitted that, since STPP is a regulated entity and
needs to pay MAT rates is incorrect, misleading and lacks merit. STPP is not a
separate legal entity and no applicable tariff regulation states that prevails over
it the income tax laws. SCCL is an income tax assessee whereas STPP is not
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d).

a separate assessee. STPP is an integral part of SCCL. Infact an entity needs
to pay tax as per applicable income tax rate of the country and tariff regulations
only have to allow effective tax rate paid by embedding the same in RoE
computation during truing up. Stakeholder's argument is that STPP being a

'generating Company may take benefit of 801A and pay income tax only on

MAT rate. However actual payment of income tax cannot be based on such
assumptions and presumptions because STPP is not a Company separate from
SCCIL.. As the tax is being paid on actual basis and the PPA also stipulates that
such tax is to be reimbursed, the stakeholders ought not have objected for the
same. o o

It is submitted that the objection was also that the State Commission is not
bound by the Certificates of Auditors. It cannot be denied that the State
Commission is not bound by the figures as given in audited sta’t_erhents, since

the. audit only reflects the amount that has been incurred, but the issue of

~ prudent check i.e., whether such expenditure was required or not lies with the

Commission.. But regarding correctness of amount incurred 'thards
permissible component, the Commission needs to rely on the figures _found in
the Auditor's certificate. Not bound does not mean the Commission has to

totally disregard the certified amounts.

It is submitted that existing domestic companies have to pay income tax either

by opting Section 115 BA '(25%) or Section 115BAA(22%) of Income Tax Act.
The domestic Company who has opted for special taxation regimé ‘under
section 115BAA is exempted from provision of MAT. The Companies are
expected to pay applicable corporate tax rates under normal circumstances.
The provision of MAT is attracted only when tax payable by a domestic
Company computed as per normal provisions of the act is less than 15% of the
book profit. This may happen when events like making large provisions, transfer
amounts to reserve funds etc., takes place. If MAT rate is not triggered, then
115BAA is more attractive than 115BA. Hence tax liability is lesser under
115BAA.

In the presence of MAT rates, good domestic Companies generally pay
corporate tax rates and MAT rates are triggered when Companies try to reduce
tax liability by resorting to accounting manoeuvre. Further the Commission in

order dated 28.10.2014 for truing up of FY 2022-23 has aliowed the actual tax
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a)

b)

rate @25.17% in place of MAT by changing its earlier stand in Mid Term Review
Order dated 23.03.2023 where MAT rate @17.472% was allowed. Hence the
Commission is requested to allow income tax rate based on the same principle
to STPP also.

Commission’s Analysis and Findings
The Commission. has considered the approved capitalization of Rs.2.91 crore
only against the claim of Rs.49.29 crore for computation of RoE.
In respect of computation of retum on equity, the objection raised by
Objectors/licensees is that tr're. petiti.o'ner_/g'_;'en'erat‘or.cohcerned grossed up the
RoE with regular income tax at the rate of 25. 168 % which is apblicable for SCCL
Company as a whole for Coal and ‘Generation business as agalnst the
concessmna[ MAT rate of 17.472% allowed by this’ Comm[ssron for STPP for
generatlon business. Thereby the RoE has gone up’ abnormatiy

The generator on the. other hand has subrmtted that SCCL has opted for
f\corporate income tax at a reduced rate of 25168 % without MAT credlt

f entrtiements and exempt;ons as per the taxatron (amendment ordlnance 2019)

lt is also submitted that SCCL is an mcome tax assessee whereas STPP wh:ch

is domg generating business is not a separate tax assessee, thereby STPP is

d)

integral part of SCCL. It is further submitted that the income tax actually pard by
=SCCL includes STPP, as STPP is one of its verticals. The Income Tax paad is at

the rate of 25.168 %. It is also- further submitted that basing on Ciause 11.3 of
Regulatron No. 1 of 2019 the petmoner has paid the income: tax and thereby
entitled to ctalm the same and that th.e petmoner has opted for MAT rate without
any basis., o ‘ |
The relevant part of the Regulatlon No. 1 of 2019 in so far as payment of income |
tax are extracted here under:
“11.3.4. Rate of return on equity shall be rounded off to 3 decimal places and shall
be computed as per the formula given below.
Rate of pre-tax refurn on equity = Base rate/(1-f)
Where “t” is the effective tax rate in accordance to Clause 11.3.1 of this regulation and
shall be calculated in the beginning of every financial year based on the estimated
profit and tax to be paid estimated in fine with the provisions of the relevant finance act
applicable for that financial year to the generating entity on pro-rate basis by excluding
the income of non-generation and the corresponding tax thereof.
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11.3.5 In case of generating entity paying the minimum alternate tax (MAT) , t shall be
considered as MAT rafe including surcharge and cess.”

On critically examining the above provisions, it is clear that the petitioner is
expected to pay effective tax rate in case if generating entity is not opting for
Minimum Alternate Tax (MAT). However there is a rider, that the above provision
is applicable only in respect of a Company which is exclusively confined for the
business of generation of electricity, but here even according to Petitioner the
STPP is an integral part of SCCL and that SCCL alone is a legal entity and paying

~ the income tax. Further, STPP is not a legal entity by itself and not paying the

income tax. Therefore the income tax paid by the SCCL includes both Coal
business and Generation business. In principle when the issue of True-up comes
for consideration, this. Commission is expected to award ftrue, reliable and
accéptabie expenses of the generating Company. Merely because STPP has
submitted audit accounts it does not mean that the same has to be accepted
unless it is clearly evident from the record that the generating Company is doing
exclusive generation business. The regulations of this Commission are not clear

- as to how Income tax is to be awarded in case if a generating Company also

does other business. The Regulations are also not clear that in case a generating

Company is also doing other business and the income tax being paid is for both
the businesses whether MAT rate of income fax can be awarded fo the
generating Company. |

The present Commission has gone through the MTR order passed by previous
Commission where in the previous Commission has concluded that generating
Company is entitled for MAT rate at 17.472% instead of actual income tax paid
on the ground that in case if the actual income tax paid is allowed the interest of
the consumers will get affected. Further it is to be kept in mind that the
Commission is under an obligation to strike a balance between the interest of the
consumer and Generator. While due diligence is required to be done by the
Commission in disallowing unwanted, unnecessary expenditure sought by the
generator, at the same time while considering the interest of the consumer all the
genuine expenses of the genérator that can be allowed as per the Regulation
shall be permitted. The tariff order has to be decided basing on the Regulations
but not on emotions. Considering the fact that the generating Company STPP is

not a separate legal entity and has not paid income tax and on paper there is no
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data to demonstrate that the businesses of STPP and SCCL are separate.

g) Further, keeping in view that restricting the tax to MAT was challenged by the
petitioner before the Hon’ble APTEL in Appeal No. 149 of 2024, this Commission
is of the opinion that even for this True up of FY 2023-24 also the applicable
income tax for calculating true up/down is only MAT rate at the rate for 17.472%.
However, the generator is at liberty to claim actual income tax paid in case the
Hon’ble APTEL allows the appeal of the generator and directs the DISCOCMSs to
pay actual income tax pald by the generator

h) Accordingly, the Return on Equity mc[udmg tax approved in MTR Order dated
23.03.2023, claimed and approved is detailed in Table below: _

Table 3.18: Return on Equity including Income Tax claimed-and approved for

FY 2023-24
(Rs. in Crore)
Approved in : o
Particulars | MTR Order Claimed | Approved
1 dt23.03.2023 R
Openmg Equ&ty ; 2,323,60 o1 2,323.60 2,323.60
Addition during the year * 000 14.79 0.87
Closing Equity , 2 323. 60 2,338.38 2,324. 47
‘Rate of RoE - C1550% | 15.50% 15.50% =
Tax Rate - 17.47% . 25.17% 17.47% . .
Effective Tax Rate - 18.78% 0 | 20.71% 18.78%

'RbE including Income Tax ~436.40 482.82 43645

3.7. Non-Tanff Income
Petltloner s Claim

a) The petlt[oner has claimed the Non-Tartff Income (NTI) on actuals as glven in

table below:
Table3.19: Non-—Tanff Income clalmed for FY 2023 24
(Rs.in Crore)
Approved in
Particulars - MTR Order Claimed
dt 23.03.2023
Non-Tariff Income {(NT1} 13.33 5.16

Stakeholders’ Submissions

a) The stakeholders have submitted that the claim of non-tariff income in the True-
up for FY 2023-24 is Rs. 5.16 Cr against the approval of Rs. 13.33 Cr vide
Midterm review order dated 23.03.2023. This claim is much less than the
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approval due to which the annual fixed charges claim increased. Hence, the
stakeholders requested the Commission to do a prudent check of the same.

Petitioner’s Replies

a) The Petitioner has submitted that, the non- tariff income claimed is on actual
basis for truing up period of FY 2023-24 and the same is un-controllable factor,

accordingly, requested to allow the same.
Commission’s Analysis énd Findings _

\ a) The Commission after prudent check and based on audited accounts in terms of
clause 16(a) of Regulation No.1 of 2019 allows the NTI as claimed by F’etltloner
and shown in table below:

Table 3.20: Non-Tariff Income claimed and approved for FY 2023-24
(Rs in Crore)

Approved in |.
. MTR Order Claimed Approved
Particulars dated _
_ -23.03.2023 .
Non-Tariff iIncome (NTI) 13.33 5.16 516

3.8. Other Charges
Petitioner’s Claim
a) The Petitioner has claimed other charges (waier charges, Audit fee &Tariff filing

fe‘é)_- on actuals of FY 2023-24 as given in table below:

Table 3.21: Other Charges claimed for FY 2023-24
- (Rs. in Crore)

Approved in

Particulars MTR Order Claimed
_ : dated 23.03.2023
Other Charges ‘ - 3E B0

Stakeholders’ Submissions

a) The stakeholders have submitted that the claim for FY 2023-24 has increased
abnormally to Rs.33.97 Cr (includes arrears for FY 2017-18 to FY 2022-23 ) from
Rs. 2.24 Crin FY 2022-23. Hence, the abnormal increase in water charges claim
is not tenable and the Commission is requested to restrict the claim in line with
previous approved values.
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a)

b)-

@

Petitioner’s Replies

The petitioner has submitted that Irrigation Department of Telangana
Government has sent demand notice treating the water source from river
Godavari as reservoir after Sundilla, Annaram and Medigadda barrages have
been commissioned under Kaleshwaram project. As such higher royalty charges,
O&M charges, HT current consumption charges of downstream barrages are
also apportioned to STPP. Arrears amounting to Rs.25.27 Crores was demanded
for the period 08/2019 to 03/2023 The demand of higher charges is in
accordance with GO Ms No. 34 lesued for aitocatlon of 1TMC water to STPP from
foreshore of Sundilla barrage under Ka!eshwaram project. Water charges are
statutory in neture and has to be paid o the Telangana irrigation department as
per the State Government -orders. The Cofnmission is requested to allow the
cteim of water charges for FY 2024-25 & FY 2025:26 in line. with, order

_dt 28 10 2024 in the matter of TGGENCO MYT.

lt es further submitted. that the expend:tures on account. of license fee tanff f Eing

fee and aydit fee is requ;red to be allowed under aggregate revenue reqmrement

: _"based on actuals. The same ‘s as per c[ause 19.6 of Regulat;on 1 of

(2019 Accordingly, the Commission is requested to allow other charges as

b)

' claimed.

‘Commission’s Analysis and Findings:

The Commission directed the Petitioner to submit the details of Weter’Charges
Tariff lemg fee and audit fees as c!atmecl for FY 2023-24. The Petitioner in its
reply has submitted documentary ewdence with regard to the Water charges
raised by the Irrigation ‘& CAD Department of Telangana and claimed water
charges of Rs. 33.97 Crore for FY 2023-24.

The Commission has observed that Water Charges of Rs. 25.27 Crore out of Rs.
33.97 Crore are for period prior to the FY 2023-24. In this regard, the
Commission sought clarification from the Petitioner that the water charges of Rs.
25.27 Crore for the period prior to the FY 2023-24 is neither claimed in earlier
truing up petitions nor approved in the True up orders of the Commission. |
Further, the Commission observed that Water Charges of Rs. 33.97 Crore
amount is yet to be paid to Irrigation & CAD Department of Telangana. Since, the

35



actual payment is not done by the Petitioner to lrrigation Department of
Telangana, the Commission disallows the claim of water charges for an amount
of Rs.33.97 crores for FY 2023-24.

d) The clause 19.6 of Regulation No.1 of 2019 stibulates that any expenditure on
account of license fee, initial or renewal, fee for determination of tariff and audit
fee shall be allowed on actual basis, over and above the A&G expenses approved
by the Commission. Therefore, the Commission after prudent check allows the
other charges such as Audit Fee of Rs. 0.02 Crore & Tariff Filing fee of Rs. 1.51
Crore. The other chargés claimed and approved is detailed in table below:

Table 3.22: Other Charges claimed and approved for FY 2023-24
Rs. in Crore)

MTR Order
St | Particulars | dated Claimed | Approved
g ) 23.03.2023 '
1 Water charges - 33.97 - 0.00
2 Tariff Filling fee - 1.51 1.51
3 Audit fees - 0.02 0.02
4 Other Charges S 35.50 1.83 =

3.9. Energy Charges
Petitioner’s Claim _

é) The Petitioner submitted that- Energy Charges have been computed as .per
clause 21 of Regulation No.t of 2019. The Energy Charge Rate (ECR) claimed
by Petitioner for FY 2023-24 is as shown in the Table below: |

Table 3.23: Energy Charge Rate (ECR) claimed for FY 2023-24

(Rs. Crore)

_ Particulars Legend Units Claimed
Auxiliary Consumption B AUX % 6.13

Gross Station Heat Rate ' GSHR kcal/kWh 2314.73
Secondary Fuel oil consumption SFC mi/kWh 0.15
Calorific Value of Secondary Fuel ~ | CVSF kcal/ml 10.01
Landed Price of Secondary Fuel LPSF Rs./ml 0.07

Gross Calorific Value of Coal 3 - CVPF kcallkg 3836.04
Landed Price of Coal ' _ LPPF Rs./kg 5.93
Specific Coal Consumption kg/kWh 0.60
I;S(t: of Energy Charge from Primary Rs./KWh 3.806

Rate of Energy Charge from

Secondary F?Jé ° Rs./kWh 0.011
.ECR Rs./kWh 3.817

Stakeholders’ Submissions
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a) The stakeholders have submitted that petitioner has been claiming the Energy
charges in respect of the power supplied from STPP Project, based on the Coal
pricing under the Bridge l.inkage Policy wherein an additional premium of 20% to
30% has been charged over and above the SCCL Notified Price of Coal, (Rs. 5.86
to 5.93 per Kg), By considering high price of Coal, the Energy charges claimed are
higher which is not tenable, since the Commission vide order dated 01.04.2024 in
OP No. 13 of 2023 disallowed the levy of additional premium by SCCL on the
notified basic price of coal for the corr'espb‘ndih"g coal grade. The stakeholders
requested to restrict the pricing of Coa[. to STPP at Notified Prices published by
SCGL from time to time in terms of Commission's order dated 01.04.2024 in OP
No. 13 of 2023 and in terms of the clause 50.4 of Regullation No. 2 of 2023, else it
trans!ates into hlgher Energy Charges and burden the end consumers

Petit:oner s Replies -

a) The Petltloner has submltted that

; - " The average un:t pnce of STPP for FY 2023-24 is around Rs 5. 39/-
G {Energy charge of Rs 3. 81/- and leed charge of Rs.1.58/-) which is less
B compared to other state generatmg statlons The present pncmg of coai is
| completely aligned with ’;he best interest of consumers in th_e state of
Telangana , since the sarﬁe is lesser than most efficient priceé d'iscovered
'through bidding. STPP comes am’ong top five state sector generéting

stations in the merit order -

i Further, the Commission in- True-up of FY 2022-23 and MYT of FY 2024-
‘25 to FY 2028-29 order dated 28.06.2024 has allowed the .coal cost
incfuding the premium by superséd'ing its earlier order dated 01.04.2024.
Therefore the Cqmmission is requested to allow the coal cost as pass
through and as claimed for Calc’ulatibn'bf-'éhergy charges.

Commission’s Anaiysis and Findings

a) The Commission has aiready considered the issue of premium price being
claimed by the SCCL for supply of coal to STPP by giving reasons for disallowing
the claim of the SCCL for premium price for supply of coal. Accordingly, whilé
calculating energy charges, the landed price of coal has to be calculated
appropriately.
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b) Clause 21 of the Regulation No. 1 of 2019 stipulates the methodology for
determination of ECR. The Auxiliary Consumption, Gross Station Heat Rate,

Secondary Fuel oil consumption, Calorific Value of Secondary Fuel are

controllable factors and are considered on normative basis. Further, the landed

price of secondary fuel, weighted average gross calorific value of coal and landed

price of coal are uncontrollable factors and considered on actuals basis. Based

on the above methodology and d_etails submitted by the Petitioner, the

Commission has recomputed and approved the ECR for FY 2023-24 as follows:

Table 3.24: Energy Charge Rate (ECR) approved for FY 2023-24

Particulars Units Claimed Approved
Auxiliary Consumption (AUX) . % 6.13 5.75
Gross Station Heat Rate (GHR) | kcallkWh | 2314.73 .2303.88
Secondary Fuel oil consumption (SFC) | ml/KWh 0.15 0.15
~ | Calorific Value of Secondary Fuel - keal/ml '
| (CVSF) | 10.01 10.01
Landed Price of Secondary Fuel - - :
(LPSF) e Re./ml 0.07 0.07
Wt. Avg. Gross Calorific Value of Coal keallkg S
(CVPF) 3836.04 3836.04
Landed Price of Coal (LPPF) Rs./kg 5.93 5.05
Specific Coal Consumption kg/kWh 0.60 0.60
Coal Cost/kWh Rs./kWh 3.806 "3.213
Secondary Fuel oil Cost/kWh Rs./kWh 0.011 0.011
Energy Charge Rate (ECR) (Rs./kWh} | Rs./kWh 3.817 :3.224

c) Any variation in fuel prices on account of change in the GCV of coal or gas or

liquid fuel shall be billed in accb_rd.ahbe with the provisions under Ciaq.s.es 21.10

and 21.11 of Regulation No.1 of 2018.

3.10. Summary of Annual Fixed Charge approved and Sharing of Gain/Loss
a) The summary of AFC claimed and approved for FY -2023-24 is given in table

helow:

Table 3.25: Annual Fixed Charge (AFC) claimed and approved for FY 2023-24

(Rs. in Crore)

MTR

Order Variance
Particulars dated Claimed | Approved | with MTR
23.03.2023 Order
gperatm" & Maintenance 20507 | 31428 | 23422 9.15
Xpenses
Depreciation 400.36 401.03 399.83 (0.53)
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MTR .
: Order . Venance
Particulars dated Claimed | Approved | with MTR
23.03.2023 Order
Interest and finance
charges on loan 195.58 247.71 230.15 34.58
Interest on Working Capital 85.63 116.28 98.58 12.95
Return on Equity 436.40 482.82 436.45 0.06
Less: Non-Tariff Income 13.33 5.16 5.16 (8.17)
Annual Fixed Charges 1,329:70 | 1,556.96 | 1,394.08 64.38
Incentive - 1. - - -
Water charges, Audit fee & AR e
Tariff fiings fee - 35.50 el 153
Total 1,329.70. | 1,592.45 | 1,395.61 | . 65.90

3.11. Sharmg of Gains/Losses

a) The Commlsszon has approved the shaﬂng of gams/losses in accordance with
the reievant clauses of Reguilation No.1 of 2019 The relevant ciauses are
extracted hereunder: - ‘ " '

| . 6.6. Uncontrollable factors s & 2
. The "uncontroliable factors" shall compnse the followmg factors, wh:ch were
~© beyond the control of, and could not. be mitigated by the Pettt:oner as
" determined by the Commission: __ N
. 6.6.17. Force Majeure events -~ - i
- 6.6.2.: Change in law ( '
. .6.6.3. Variation in fuel cost on account of variation in price of prrman/ and/or
fsecondary fuel prices _
-6.6.4. Variation in market inferest rates for long-term loan
6.6.5. Variation in freight rates
6.6.6. Non-Tariff Income

6.7. Controllable factors _

Variations or expected variations in the performance of the Petitioner, which
may be attributed by the Commission to controlfable factors include, but are not
limited to the following: : .

6.7.1. Variations in capitalisation on ‘account of time or cost overruns or
inefficiencies in the implementation of a capital expenditure scheme not
attributable fo an approved change in its scope, change in statutory levies or
Force Majeure Events;

6.7.2. Variation in interest and finance charges, return on equity, and
depreciation on account of variation in capitalisation as specified in clause 6.8.7
above,

6.7.3. Variation in performance parameters, such as Availability, Auxifiary
Consumption, Secondary fuel oil consumption, Gross Station Heat Rate.

6.7.4. Variation in amount of interest on working capital;
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6.7.5. Variation in. Operation And Maintenance Expenses"
6.7.6. Variation in coal transit losses.
6.8. Mechanism for pass through - of gains or losses on account of
uncontrollable factors -
6.8.1 The uncontrollable cost shall be determined based on a petition filed by
the concerned Generating Entity.
6.8.2 The aggregate gain or loss to a Generating Entity on account of variation
in cost of fuel from the sources considered in the Tariff Order, including blending
ratio of coal procured from different sources, shall be passed through as an
adjustment in its energy charges on a monthly basis, as specified in clause 21.6
of this Regulation.
6.8.3 The consequential impact of decisions of higher Courts or Tribunals or
Review Orders passed by the Commission on the Generating Entity
(a) for the first and second Years of the Control Period shall be addressed
in the Mid-term Review Order
(b} for the third, fourth or fifth Years of the Control Period shall be
addressed in the End of Gonirol Period Review Order

6.9 Mechanism for sharing of gains or losses on account of controllable
factors
6.9.1 The approved aggregate gain to the Generating Entity on account of
controlfable factors shall be dealt with in the following manner:
(a) Two-third (2/3rd) of the amount of such gain shall be passed on as a
rebate in tariff over such period as may be stipulated in the Order of the
Commission.
(b) The balance amount of such gain shall be retained by the Generating
Entity.

6.9.2 The approved aggregate loss fo the Generéﬁng Entity on account of
controllable factors shall be dealf with in the following manner:
(a) One-third (1/3rd) of the amount of such loss may be passed on as an
additional charge in tariff over such period as may be stipulated in the

Order of the Commission.
(b) The balance amount of such ioss shall be absorbed by the Generating

Entity.
b) The summary of approved sharing of loss is as detailed in table below:

Table 3.26.: Summary of approved sharing of loss to-the beneficiaries

(Rs. Crore)

Varerer " | oharing of
Operation & Maintenance Expenses 9.1% 3.05
Depreciation (0.53) -(0.53)
Interest and finance charges on loan 34.58 34.58
Interest on Working Capital 12.95 432
Return on Equity 0.06 0.06
Less: Non-Tariff Income (8.17) (8.17)
Other charges 1.53 1.53
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c)

)

g Variance in Sharing of
Particulars - : AFC Gains/Loss
Sharing of Gains/Losses 65.90 51.18

The Commission directs the Petitioner to bill the beneficiaries’ viz., TGDISCOMs
the claim towards total sharing/passing through of losses approved in this order
as per the AFC and other charges for FY 2023-24.

Revised ARR and Tariff for FY 2025-26

3.42.

a)

a)

Petition for revised tariff for FY 2025-26
Stakeholders’ Submissions
The Stakeholders have submitted that sinee FY 2024-25 is yet to be completed
and the audited figures for FY 2024-25 would not be available to the Petitioner.
As such, the exercise of Tariff determination for FY 2025-26, basing on the actual
audited figures of expenditure for FY 2023-24 at the time of truing up of
expenditure for FY 2024-25 may be taken up subsequently in the next year
Annual Tariff Petition / Mid-Term Performance Review.
Petitioner’s Replies

The Petitioner has submitted that the True up petition for FY 2023-24 and revised
tariff proposal for FY 2025-28 is submitted as fequiréd in terms of Reguiation No. |
1 of 2019 and Regulation No. 2 of 2023. They further, submitted that both the
proposals in the present filing are submitted in compliance with the timelines
provided in clause 6 of Regulation No. 2 of 2023,
Commission’s Analysis and Findings

TGSPDCL on behalf of both the DISCOMs has submitted that the tariff
determination for the FY 2025-26 may be taken up subéequent!y in the next year
annual tariff petition since audit figures of FY 2024-25 are not available with the
Commission. This submission of DISCOMs cannot be considered since the
petitioner has submitted proposals for revised tariff for FY 2025-26 basing on the
Regulation No. 02 of 2023. It is true that the audit accounts for the year FY 2024-
25 are not available, thereby the only basis on which the revised tariff for the FY
2025-26 can be determined is audit accounts of FY 2023-24. However as per the
Regulation No. 02 of 2023 the Petitioner is expected to file True-up in respect of
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revised tariff for the year FY 2026-26 basing on the audit accounts of FY 2025-
26.

3.13. Additional Capitalisation
Petitioner’s Claim

a) The Petitioner has claimed Rs.20.77 crore as additional capitalisation for FY
2025-26 in accordance with clause 22.3 (ii): Change in law or compliance of any
existing law of Regulation No. 2 of 2023,

b) The Petitioner in the Format 3.1 submitted that the Commission has granted the
in-principle approval for imp,i.erﬁehtatibh of flexible operation scheme as per CEA
Reguiations' vide para 5'.“1'.16: in its order dated 28.06.2024 and further submitted
for implementation of the following: '

1) Su'pply of Advance Process Control (APC) server, suitable panels with server
(Workstation) to be installed in the control room. ' o '
2) The network interlinking cable between existing DCS and APC
3) Low flow operation package for Axial fans
' 4) BFP low flow operation package
5) Enriching of coal burners for minimum 3 no's of elevation
 6) Health monitoring system for Boiler (BOSMON)
<7} Turbine Stress monitoring system (TSCMON)+

¢) The Petlticner has requested the Commission to allow Rs.20.77 crore tOWards

1mpiementatton of flexible operation scheme as per CEA Regulations.

Table 3.27: Additional Capitalisation claimed for FY 2025-26 - |
(Rs. in Crore)

' Approved in .
. Particulars ' MYT Order Claimed
dt 28.06.2024
Additional Capitalisation | 0.00 20.77

Stakeholder’s Submissions

a) The stakeholders have submitted that the petitioner has claimed Additional
Capitalization of Rs. 20.77 Cr for FY 2025-26 towards implementation of the
flexible operation Scheme notified by CEA, however the Commission vide order
dated 28.06.2024 in MYT petition in OP No. 4 of 2024, has deferred the said
claim while observing that the same will be taken into consideration at the time
of the True-up of the relevant year and granted in-principal approval for the works
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&

towards the compliance of CEA Regulations. Hence, this claim is not acceptable
in the present petition.

Commission’s Analysis and Findings

a) The Petitioner has also claimed an amount of Rs. 20.77 crore for FY 2025-26
towards implementation of flexible operation scheme notified by the CEA. The
stake holder however has raised objeclions on the ground that this Commission
has deferred the same in O. P. No. 4 of 2024 dated 28.06.2024.

b) On considering the rival contentions a;jjd’enl'ﬁpe_rus_ai of the-orders in MYT petition
in O. P. No 4 of 2024 dated 28.06.‘2024', this Commjeei_on hae egreed in- principle
for the proposal of the petitioner for impiementation of the flexible operation
scheme'and directed the Petitioner to' im‘plement the seheme' initiélly and to
approach the Commnssron for the expend;ture mcurred by way of True-up
However the Petitioner has agaln clalmed thls amount with the expendsture in
f’she FY 2025-26. Therefore, the request of the F’etltloner cannot be. con3|dered

g and the Petitioner is permstted to lmpiement the scheme by incurring the
.’expendlture and come back to the Commlssson at appropriate time with. True-up
* :petmon ’

3.14. Operat!ons and Maintenance Expenses
Pet:ttoner’s Claim

a) The Petltloner has submitted that the O&M expenses (Employee expenses A&G
expenses and R&M expenses) are cialmed based on actuals of the control period
after applylng the formula provxded in.Clause 45 of- Reguiatlon No. 2 of 2023. The
O&M expenses claimed by the Petitioner for FY2025-26 is as follows:

Table 3.28: O&M Expenses claimed for FY2025-26
B : a (Rs. in Crore)

Approved in
Particulars ‘ MYT Order Claimed
dt 28.06.2024
Employee Expenses 128.22 ‘ 190.40
A&G Expenses 42.41 58.26
R & M Expenses 92.23 117.14
O&M Expenses 262.85 365.81

Stakeholder’s Submissions
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a) Employee Expenses have increased significantly (in the range of
48%-49%) during FY 2024-25 & FY 2025-26 vis-a-vis previous
approved cost. R&M expenses and A8G expenses have also go'ne
up considerably.

b) The Petitioner's claim of O & M expenses has to be restricted to those .
already approved and trued up with actual WPI/CP! inflation factors.

¢) The O & M expenses for FY 2025-26 are to be restricted taking into
consideration the methodology stipulated at clause 45 of Regulation
No. 2 of 2023. '

d) The Petitioner has claimed K factor as 1.34% for computation of R&M
expenses by revising the GFA claim to Rs.7794.61 Cr (including
additional capitalisation) for FY 2025-26 against the approved K
factor of 1.08% for approved GFA of Rs.7745.43 Cr vide orders dated
23.03.2023 & 28.06.2024. ' .

e) K factor is a constant factor which is fixed depending on the GFA
approved. WPI inflation is only the varying component and'avérage
of last 5 years is taken. Whereas the Commission has considered K
factor as 1.08% instead of 1.04% though there is no change in GFA
approved for the control period FY 2019-20 to FY 2023-24 vis-a-vis
GFA for FY 2024-25 to FY 2028-29. The same is challenged by
TGDiscoms before Hon'ble APTEL vide DFR No.498 of 2024 and the
matter is subjudice. Hence it is requested to restrict K factor in the

" computation of R&M expenses to 1.04% as approved in previous
order dated 23.03.2023 as their revised GFA is not tenable after cut- -
off date as per orders dateld 23.03.2023 and 28.06.2024.

Petitioner’s Replies

The Petitioner has replied that the O&M expenses for the FY 2023-24 were
approved relying on the actual expenses of control period FY 2016-19 after
application of CPI&WPI. During FY 2016-19, the deployment of manpower was
partial, repair & maintenance costs were very less which resulted in less O&M
expenses for FY 2023-24. The new plant when subjected to cyclical stress and
extreme thermat conditions for longer period will gradually experience more wear
and tear. Some machine parts are also becoming useless. Such sequence of
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b)

events took place in STPP. The rate of failure of equipment increased with
increase in plant age. Capital spares were purchased and put in service in place
of failed equipment. The additional O&M expenditures incurred for coal mill
overhauling was absent during the initial years. The initial /mandatory spares
purchased for coal mill and spares were consumed in first two and half years for
annual mill overhauling. Hence the impact of O&M due to annual mill overhaul
during 2016-17 to 2018-19 was almost nil. The O&M expenditure drastically
increased beyond 2018-19 after .i'n'itial spares provided for coal mill were
exhausted. . _— |

it is further submitted that the depioylﬂnent:‘of CISF in the base year was only
partial. Only 55% of its full manpower capacity was available and deployed for
FY 201 8-19. CISF personnel receive ealary"and other facilities as deci“ded by the
Central Government from time to time and is to be reimbursed by STPP which
is, booked under A&G expendlture As per safety. report, the STPP falls under the

..h[gh secunty zone and ‘is: categonsed as Hyper Sensitive Zone by Mm:stry of

; '_Home Affairs. Accordlngly, the reqwred CESF manpower of various: ranks have

| fbeen recommended by the author;ty for posting in STPP. All the above reasons

- resulted in increase in O&M expenses from approved values. Accordingly, the

'Petstioner requested to allow the actual O&M-expenses for the FY 2023- 24 as

claimed.

The Petitioner has also requested to. conSider the cumulative WP| f” gures of the
past control period i.e around 29. 6% to add with the K fi igure of the last control
period which was 1.04 and to consider the K value for the purpose of computing
R&M expenditure as 1.34 in place of 1.08.

Commission’s Analysis and Findings
Clause 45 of Regulation 2 of 2023 specifies the components of O & M expenses
and procedure for compttation of each component of O & M expenses. The
relevant extract of the Regulation is as follows:

“45 Operation and Maintenance (O&M) expenses

45.1 The O&M expenses for each generating station shall comprise of:

Employee cost including unfunded past liabilities of
pension and gratuity,

Repairs and Maintenance (R&M) expenses; and

45



Administrative and Generation (A&G) expenses.

45.2 The O&M expenses for existing generating station for each year of
the Control Period shall be approved based on the formula shown below:

O&Mn = EMPn + R&Mn + A&Gn
Where,

O&Mn — Operation and Maintenance expense for the nth

* EMPn — Employee Costs for the nth yeat;
» R&Mn — Repair and Mamtenance Costs for the nt/ year;
+ A&Gn — Administrative and General Costs for the nih year;

year;

45.3 The above components shali be computed in the manner specified -
below:
EMPn = (EMPn-1) x (CPI Inflation),
R&Mn = K x (GFAn) x (WP Infiation} and
A&Gn = (A&Gn-1) x (WPI !nf!at:on)
Where,

EMPn-1 ~ Empioyee Costs for the (n~1)th year;

“K” is a constant specified by the Commission in %. Value of K
for each year of the control period shall be determined by the
Commission in the MYT order based on generating entify’s
filing, benchmarking of repair and maintenance expernses,
approved repair and maintenance expenses vis-a-vis GFA
approved by the Commission in past and any other factor .
considered appropriate by the Commission; :

GFAn - Opening Gross Fixed Asset of the. generating stat:on
for the nth year;

A&Gn-1 — Administrative and General Costs for the (n-1 )th year;

CP! Inflation — is the point fo point change in the Consumer
Price Index (CPIl) for Industrial Workers (all India) as per
Labour Bureau, Government of India; in case CPI
Inflation is negative, the escalation/change shall be 0%;

WP Inflation — is the point to point change in the Wholesale
Price index (WPI) as per the Office of Economic Advisor of
Government of India:

Provided that the employee cost and A&G expenses for the first
year of the Control Period shall be worked out considering the
average of the trued-up expenses after adding/deducting
the share of efficiency gains/losses, for the immediately
preceding Control Period, excluding abnormal expenses, if
any, subject to prudence check by the Commission and
duly escalating the same for 3 years with CP! Inflation for
employee costs and WPI inflation for A&G expenses........... ”
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b)

d)

In accordance with clause 45 of Regulation No 2 of 2023, the Commission has
computed the employee expenses for FY 2025-26 by considering the trued-up
expenses of FY 2023-24 and escalated twice with CPI inflation factor approved
in MYT Order dated 23.10.2023. The details are shown in table below:

Table 3.29: Normative Employee Costs computed for FY 2025-26
(Rs. in Crore)

Employee CPI
Particulars CostforFY | . .. Employee Cost
: 1202324 ..lnﬂatlon. _
(@ | ‘(b) (a*b*b)
FY 2025-26 11151 | '11.0'_58_': - 124.86

The Commission has computed the. A&G Expenses for FY 2025-26 by
conSIdenng the trued-up expenses of FY 2023-24 and escalated tw:ce with WPI
mﬂation factor approved in MYT Order dated 23.10. 2023 The detalls are shown
|n tabie below: ~ '

Table 3.30: Normatrve A&G Expenses computed for FY 2025-26
. ‘ (Rs in Crore)

A&G.' T wer e
©. Particulars | Expenses for_ Inﬂatid'n A&G, o
FY 2023-24 | S
(a) - (b) (@ab’b) -~

FY 2025-26 3714 | 1.049 40.89

With regard to R&M Expenses, the. Commission has considered t’:h_e;f' K"féctor
same s approved in MYT Order dated 28.06.2024. The ndrmétivé"-'R&M
Expenses of FY 2025-26 is computed by multiplying the opening GFA ‘with K
factor and WPI infiation as approved in MYT Order dated 28.06. 2024

Table 3.31: Normative R&M Expenses computed-for FY 2025-26
- (Rs. in Crore)

— | .Opening. | -~ WPF. |
Particulars K GEA Inflation R & M Expenses
(@ by (e) (a*b*c)
R&M Expenses 1.08% 7748.23 1.049 87.93

Based on the employee expenses, A& G Expenses and R & M Expenses
computed on normative basis as above, the O&M Expenses approved by the
Commission for FY 2025-26 is as shown below:

Table 3.32: O&M expenses approved for FY 2025-26
(Rs. in Crore)
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. MYT Order .

Particulars dt 28.06.2024 Claimed | Approved
Employee Expenses 128.22 190.40 124.86
A&G Expenses 42.41 58.26 40.89
R & M Expenses 92.23 117.14 87.93
O&M Expenses 262.86 365.81 253.67

3.15. Depreciation
Petitioner’s Claim

a) The Petitioner submitted: that the depreciation is claimed in accordance with
Clause 28 of Regulation No 2 of 2023.

b) The opening capital cost for the purpose of depreciation was considered as Rs.
7794.61 Crore. The depreciation rates for different assets for each financial year
were computed based on the asset capltaiizatson schedule as considered in this
tar;ff petltlon adopting the straight-line method of depreciation and rates spemf ed

“in Annexure- of Regulation No 2 of 2023.
c) It is stated further that the balance depreciable value as on 1st April, 2024 was
computed by deducting the cumulative depreciation claimed up to 31st March
. 2024. The Petitioner has considered the opening GFA for FY 2024-25 as Rs.
' 7805.82 Crore for determination of depreciation.
d) The depreciation as claimed by the Petitioner for FY2025-26 is as follows:.

Table 3.33: Depreciation clairhed for FY 2025-26
(Rs. in Crore)

Approved in
- Particulars ' MYT Order - Claimed
dt 28.06.2024
Opening GFA 7,745.32 7,819.62
Addition during the year | - 0.00 ' 20.77
Closing GFA. 7,745.32 7,840.39
Rate of Depreciation . 517% 5.69%
Depreciation ' 400.36 445.36

Stakeholder’s Submissions
a) The Petitioner has claimed higher depreciation sums of Rs. 402.81 cr. for FY
2024-25 and Rs.403.85 Cr for FY 2025-26 against approval of the Commission
at a constant Value of Rs. 400.36 Cr vide the Mid-term review order dated
23.03.2023/ MYT order dated 28.06.2024.Since no additional Capitalization was
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allowed in the Mid-term review /MYT order and there would be no change in the

-

GFA (Gross Fixed Asset) of STPP Project, the Commission is requested to
restrict the recovery of Depreciation by the Petitioner to the already approved
figure of Rs. 400.36 Crore.

Petitioner’s Replies
a) The Petitioner has submitted that the Respondents, without considering the fact
that there was capitalization as per Court directives and for compliance of CEA
Regulation which is in "the"héture' of;“change in _Iaw events, has stated that the
depreciation shouigi_ not -increaée.'Ac.CCIeriri'eg, this fact needs to be considered
for capitalization, consequently the effect of d’epreciation is required to be allowed
by the Commission. e |

Comm:ssron s Analys:s and Fmdmgs

Deprec;atlon The relevant extract of the Regulation is as follows:
28 Deprecrat:on ' R

recover deprec:atlon on the value of ﬁxed assets used in their: respect:ve

‘regulated businesses, computed in the following manner:

(a) The approved original cost of the fixed assets shall be the value base

- for calculation of depreciation:

‘Provided that the depreciation shall be allowed onthe entire caprtahsed
- amount of the new assets after reducmg the approved ongma! cost of
.. the retired or replaced or de- cap:tal:sed assets.

(b) Depreczatron shall be computed annually based on the strafght fine

- method on the basis of the expected useful life specrﬁed in the

Annexure | to this Regulatfon 4 .

(¢) The salvage value of the asset shall be cons:dered at ten per cent of

the allowable capital cost and depreciation shall be allowed upto a

maximum of ninety per cent of the allowable capital cost of the asset:

Provided that the generaling entity or Licensee or SLDC shall

submit certification from the  Statutory Auditor for the capping of

depreciation at ninety per cent of the allowable capital cost of the asset:

Provided further that the salvage value of Information Technology

equipment and computer software shall be considered at zero per cent

of the allowable capital cost.

28.2 Land other than the land held under lease and the land for reservoir

in case of hydel Generating Station shall not be a depreciable asset and

its cost shall be excluded from the capital cost while computing
depreciable value of the assets.

28.3 In case of existing assets, the balance depreciable value as on

01.04.2024 shall be worked out by deducting the cumulative depreciation
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b)

d)

as admitted by the Commission up to 31.03.2024 from the gross
depreciable value of the assets:

Provided that depreciation shall be chargeable from the first year of
commercial operation. In case of commercial operation of the asset for
part of the year, depreciation shall be charged on pro rata basis.

28.4 The generating entity or Licensee or SLDC shall submit the
depreciation computations separately for assets added up to 31.03.2024
.and assets added on or after 01.04.2024.

28.5 Depreciation allowed for each year of the Control Period shall be
deemed to be equal to the loan repayment, up to the ceiling of seventy
five percent (75%) of asset cost or actual debt component used for
funding such asset in case the debt funding is higher than seventy five
percent (75%) of the asset cost: '

Provided that depreciation allowed for each year of the Control Period
beyond sevenly five percent (75%) of asset cost or actual debt
component used for funding such asset in case the debt funding is higher
than seventy five percent (75%) of the asset cost, shall be utilised for
reduction of equity during that year. ................. "

The Commission observed that the: Petitioner has computed the depreciation

considering the projected additional 'capitalisatibn during the year, and th_at the
"depreciation rate considered by the Petitioner is not in line with Regulation No 2

of 2023. In additional information the Petitioner has submitted revised claim of
depreciation computation in accordance with Annexure-l of Regulation No 2 of

- 2023.

Since the additional capitalization is approved to the extent of Rs.2.91 crore only
the Commission has computed the depreciation based on approved _'-GFA,
additional capitalization and depreciation rate as approved in MYT ordef dated
28.06.2024. |
The depreciation claimed and approved by the Commission for FY 2025-26 is as
follows: ‘ '

Table 3.34: Depreciation claimed and approved for FY 2025-26
‘ (Rs. in Crore)

Approved in
Particulars MYT Order Claimed | Approved
dt 28.06.2024
Opening GFA 7,745.32 7,819.62 | 7,748.23
Addition during the year 0.00 20.77 0.00
Closing GFA 7,745.32 7,840.39 | 7,748.23
Rate of Depreciation 5.17% 5.69% 5.17%
Depreciation 400.36 445.36 400.51
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3.16. Interest and Finance Charges (I&FC) on Loan
Petitioner’s Claim
a) The Petitioner submitted that the interest and finance charges on loan for FY
2025-26 have been computed in accordance with clause 31 of Regulation No 2
of 2023. The interest and finance charges on loan claimed by the Petitioner for
FY 2025-26 is as follows:

Table 3.35: I&FC on Loan claimed by the petmoner for FY 2025-26
(Rs. in Crore)

Particulars | Approved in Claimed
MYT Order
' ‘ S dt 28.06.2024 -

Opening Loan ' B P 2,129.25 - 7 2,139.33
Addition during the Year o 0.00 .| 1454

‘| Repayment during the Year - - 400.36 | - 44536

| Closing Loan - 1,728.89 “'1 1708.51

. |-Interest rate S e 8.24% . 8.83%
-+ llinterestonloan . . - . ¢ . --158.88 169 86

“1'Savings in interest passed to 1 0 0.00 8 7?

0 | Generators :

' | Total - Interest on loan 158.88 178 63

'i Stakeholder s Submissions ,

a) The stakeholders have stated that the Petitioner has added an additicnai loan
component of Rs.34.51 Cr for FY 2023-24 for the additional capltahsataon of
Rs:49.29 Cr and additional loan component of Rs.17.50 Cr for FY 2024-25 to the
cutsktanding loan balances, approved in the mid Term Review order dated
23.03.2023/MYT. order dated 28.06.2024, without obtaining approval of the
Commission and worked out higher interest sums arbitrarily by applying the rate
of interest @8.43% to 8.83% as against the rate of interest approved @7.16%
p.a for FY 2023-24 and @'8.'24% p.a for FY'2025-26, This is not in accordance
with the Mid Term Review order dated 23.03.2023/MYT order dated 28.06.2024.
It is submitted if there is a change in interest rate on outstanding loan, then the
net savings have is to be reworked, and that the Pstitioner has also claimed 1/3rd
share of savings of interest amount accrued due to loan refinancing while truing
up for FY 2023-24 and also for the FY 2024-25 & 2025-26 by simply citing the
relevant clause 31 of Regulation No 2 of 2023.
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b)

Further it is submitted that the Petitioner has continued to claim 1/3rd share of
gains of loan refinancing even for FY 2024-25 and 2025-26 by referring clause
31 of Regulation No 2 of 2023. In the said Regulation, it is specifically prescribed
that the net savings in interest shall be calculated as an Annuity for the term of
the Loan whereas such methodology was not prescribed in Regulation No. 1 of
2019. In Annuity computation methodology, present values of interest cost saving
before and after loan refinancing have to be worked out by considering the
discount rate at the interest rate of pést refinancing. The Petitioner has not carried
out such exercise. Further if the loan refinancing is taken up by the Petitioner in
FY 2024-25 & 2025-26, then Regulation 2 of 2023 allows such claim. Petitioner’s
claim for unliateraily adjustmg 1/3rd share of gain to it is legally not permissible.

Hence, it is requested to restrict the Interest Rate @7.16% as approved in the
MTR/MYT Order and disallow the sharing of 1/3rd share of gain on loan
refinancing for FY 2023-24. The rate of interest on loan is to be restricted to
@8.24% for FY 2024-25 and FY 2025-26 as approved in MTR/MYT order and

' dlsallow the sharing of 1/3rd share of gain on loan refinancing for FY 2024- 25

-~ and FY 2025-26.

" Petitioner’s Replies

b)

The last proviso to Clause 31.10 of Regulation No 2 of 2023 states that t_h_e' net
savings in interest shall be calculated as an annuity for the term of loan but the
net savings shall be shared between the parties on annual basis. Calculation of
net savings in interest based on annuity method is only required fo app!y
prudence to approve refinancing. Refinancing has already been approved in the
previous control period. Hence annuity method as suggested by the stakeholder
is not relevant in this matter. The same proviso' stipulatés the annual savings
shall be shared, which the petitioner has calculated and submitted.

Hence, it is requested to decide the sharing ratio of net savings for FY 2023-24
and also to apply the prescribed ratio of 2:1 for the sharing of gains in the control
period 2024 - 29,

Commission’s Analysis and Findings

Clause 31 of Regulation No 2 of 2023 specifies the provisions related to Interest

and Finance Charges on Loan extracted as under :
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31 Interest and finance charges on loan

31.1 The loans arrived at in the manner indicated in clause 27 on the assets
put to use shall be considered as gross normative foan for calculation of interest
on loan:

Provided that in case of retirement or replacement or decapitalisation of

assets, the loan capital approved as mentioned above, shall be reduced to the

extent of outstanding loan component of the original cost of such assets based
on documentary evidence.
31.2 The normative loan outstanding as on 01.04.2024, shall be worked out by
deducting the cumulative repayment as admitted by the Commission up to
31.03.2024, from the gross.normalive loan.
31.3 The loan repayment dunng each year of the Control Period shall be
deemed to be equal to the deprecrat:on allowed for that year, up to the ceiling
of seventy five percent (75%) of asset cost or actual debt component used for
funding such asset in.case the debt fundmg Is higher than sevenfy five percent
(75%) of the asset cost.
31.4 Notwithstanding any moratonum penod avaﬂed the repayment of loan
shall be considered from the first year of commercial operation of the pro;ect
and shall be equal to the annual depreciation allowed.
‘81.5 The rate of interest. shall- be the weighted average rate of mterest
_:”'computed on the bas:s of the actual Iong-term loan portfollo at the begmnmg of
:-"_-.-j,each year:

- Provided that at- the t:me of Trumguup, the we;ghted average rate of

- interest computed on.the basrs of the actual long-term loan ponffoho dunng

' the concerned year shall be-considered as the rate of interest..

" Provided further that if there is no actual long-term loan for & pamcular
year but normative long-term loan is stifl outstanding, the last-available
weighted average rate of interest for-actual long-term Ioan sha!l be

- considered:
- Provided also that if the generatmg entity or the licensee or the SLDC as
‘the case may be, does not have actual long-term loan even in the past,
the weighted average rate of interest of its other Businesses regulated by
the Commission shall be considered:
Provided also that if the generating ent:ty or the Itcensee or the SLDC as
the case may be, does not have actual fong-term loan, and its other
Businesses regulated by the Commission also do nof have actual long-
term loan even in the past, then the weighted average rate of interest of
the entity as a whole shail be considered: .
Provided also that if the entity as a whole does not have actual long-term
loan, then the Base Rate at. the beginning of the respective year shall be
considered as the rate of interest for the purpose of allowing the interest
on the normative foan.
31.6 The interest on loan shall be computed on the normative average loan of
the year by applying the weighted average rate of interest:
Provided that at the time of Truing-up, the normative average loan of the
concerned year shall be considered on the basis of the actual asset
capitalisation approved by the Commission for the year.
31.7 The above interest computation shall exclude interest on loan amount,
normative or otherwise, to the extent of capital cost funded by Consumer
Contribution, Deposit Works, Grants or Capital Subsidy
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31.8 The finance charges incurred for obtaining loans from financial institutions
for any Year shall be allowed by the Commission at the time of Truing-up,
subject to prudence check:
Provided that the finance charges such as credit rating charges, collection
facilities charges, financing cost of delayed payment surcharge, bank
charges and other finance charges of similar nature shall be part of A&G
expenses.
31.9 The excess interest during construction on account of time and/or cost
overrun as compared to the approved completion schedule and capital cost or
on account of excess drawal of the debt funds disproportionate to the actual
requirement based on Scheme completion status, shall be aflowed or
- disallowed partly or fully on a case fo case basis, after prudence check by the
Commission based on the justification to be submitted by the Generating
Company or Transmission Licensee or Distribution Licensee along with
documentary evidence, as applicable: o
Provided that where the excess interest during construction is on account
of delay aftributable to an agency or contractor or supplier engaged by the
- generating entify or the transmission licensee, any
liquidated damages recovered from such agency or contractor or supplier
shall be taken into account for computation of capital cost:
Provided further that the extent of liquidated damages fo be considered
shall depend on the amount of excess interest during construction that
has been allowed by the Commission: :
- Provided also that the Commission may also take inio consideration the
impact of time overrun on the supply of electricity to the ‘concerned
- Beneficiary. o
~ 31.10The generating entity or the ficensee or the SLDC, as the case may be,
shall make every effort to re-finance the loan as long as it resufts in net savings
" on interest and in that event, the costs associated with such refinancing shall
- be bomne by the Beneficiaries and the net savings shall be shared between the
Beneficiaries and them in the ratio of 2:1, subject to prudence check by the
Commission: ' '
Provided that refinancing shall not be done if such refinancing including
ofher costs associated with such refinancing resuits in net increase in
interest: : |
Provided further that if refinancing is done and it results in net increase on
interest. then the rate of interest shall be considered equal to the Base
Rate as on the date on which the Petition for determination of Tariff is
filed: _
Provided also that the re-financing shall not be subject to any conditions
that are not in line with standard loan documents:
Provided also that the generating entity or the licensee or the SLDC, as
the case may be, shall submit documentary evidence of the costs
associated with such re-financing:
Provided also that the net savings in interest shail be computed after
factoring all the terms and conditions, and based on the weighted average
rate of interest of actual portfolio of loans taken from Banks and Financial
Institutions recognised by the Reserve Bank of India, before and after
refinancing of loans:
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b)

c)

‘

Provided also that the net savings in interest shall be calculated as an
annuity for the term of the foan, and the annual net savings shall be shared
between the entity and Beneficiaries in the specified ratio.
31.11interest shall be allowed only on the amount held in cash as security
deposit from Transmission System Users, Distribution System Users and Retail
consumers at the Bank Rate as on 1st April of the Year for which the interest is
payable:
Provided that at the time of Truing-up, the interest on the amount of
security deposit for the year shall be considered on the basis of the actual
interest paid by the Licensee durmg the year, subject to prudence check
by the Comm:ss:on _

It is observed that the Petltloner has also c!a[med the sharing of benefits of
refinancing of loan for FY 2025-26. (

The Commission has already passed' on the benefits due to loan refinancing in
the FY 2020-21 on a one time basis and approved the revised rate of interest of
7. 16% for the FY 2022-23 and FY 2023-24 The SUbFﬂlSSEOﬂ of the Petitioner in
respect of passing on the benefits of 3oan refi nancmg can be cons:dered only for
MYT period 2019-24, ‘as the rate of :nterest for control period was 10. 20%.

; :Subsequent!y due to Ioan reflnancmg, the mterest rate was reduced’ whlch has

Krlghtiy been passed onas per. Reguiatlon However the Commission has atiowed
frate of interest of 8.24% for MYT perzod FY 2024-25 to FY 2028-29 zn MYT order
' dated 28.06.2024. |

d)

'-Thereby, in this control period unless the rate of interest is further reduced by

ref nanclng the Petitioner cannot seek the benef‘ t.

The' Commlssmn has considered the approved True up closing loan of FY 2023-
24 as ‘opening loan base for FY 2024-25 and closing loan of FY 2024-25 as
opening loan base for FY 2025-26. Thé _Cofnmission conside_réd interest rate of
8.24%, which is the same as approvéd in the MYT Order 28.06.2024.

The interest and finance Charges claimed an.d épproved for FY 2025-26 is as
shown in table below: -

Table3.36: I&FC on Loan claimed and approved for FY 2025-26
(Rs. in Crore)

Approved in
Particulars ‘ MYT d(:rder Claimed | Approved
28.06.2024
Opening Loan 2,129.25 2,139.33 | 2,131.68
Addition during the Year 0.00 14.54 0.00

Repayment during the Year 400.36 445.36 400.51
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Closing Loan 1,728.89 1708.51 1,731.15
Interest rate 8.24% 8.83% 8.24%
interest on loan 158.88 169.86 159.07
Savings in interest passed to 8.77

Generators 0'0.0 0.00
Total - Interest on loan 158.88 178.63 159.07

3.17. Interest on Working Capital (IoWC)
Petitioner’s Claim

a)

b)

The Petitioner submitted that the Interest on working capital has been worked out
in accordance with Clause 33 of Regulation No 2 of 2023 for FY 2025-26.

The coal & oil components of WOrRInQ éapitél h'a'\'(e been computed based on 20
days coal stock for nhon-pit head stations corresponding to target availability or
maxi_rn‘ufn storage capacity whichever is lower and cost of coal for 30 days of
genefétion corresponding to target availability and 1 month’s cost of secondary
fuel for target availability.

_The maintenance spares @1% of GFA expenses, 1 month's normatlve 0&M
__expenses and forty five days recelvables have been added with the above to

" arrive at gross working capltai Net worklng capltal has been worked out by

. subtracting 1 month'’s payable for coal & oil computed at target availability. from

~ gross working capital.

"

e)

The rate of interest on working capital for revised tariff of FY 2025-26 has been

Zcomputed as 10.45% which is 150 basis points more than the 1»year N‘CLR of

SBI prevailing as on October 2024,
The Interest on working capital claimed for the FY 2025-26 is given below

Table 3.37: Interest on Warkmg Capital claimed for 2025-26
(Rs. in Crore)

. ' ~ Approved in
Particulars - MYT Order Claimed
_ dt 28.06.2024

Cost of coal, fowards stock -~ - _ 172.97 173.00
Cost of coal for generation 250.45 259.50
Cost of secondary fuel oil 2.46 2.49
O&M expenses 21.54 30.48
Maintenance spares 77.45 78.20
Receivables 557.98 585.51
Less: :
Payables for Fuels 261.90 261.99
Total Working Capital
requirement 829.95 867.18
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Interest rate 10.15 10.45
Interest on working capital 84.24 90.62

Stakeholders’ Submissions

The stakeholders have submitted that the petitioner has considered cost of coal
of Bridge Linkage pricing which will be high priced than the notified price of coal,
higher by 20 to 30% (Rs.5860 to 5930 per Ton). By considering high price of coal
being supplied to STPP under Bridge Linkage policy, the Working Capital would
be higher which is not in consonance with the Commission's order dated
01.04.2024 in O.P.No.13 of 2023 whe_?é. in the Commission has disallowed the
levy of additional premium by SCCL on the basic price of coal for the
corresponding coal grade. Hence requested to restrict the Workihg Capital claim
consid_éring the notified basic price of coal, else it translates in“to_'hi’ghel" fixed
charrges\'arid ultimately a burden on the end consumers. |

Petltloner s Replies .

The Mlntstry of Coal, Govt. of India has allocated captlve Coal BIock]Mlne (NA]NI)

to STPP/SCCL in the ‘year 2016 The coal produced from the Nam Block in

: -Odlsha State would be utilized at STPP: (belng the Specn‘“ ied End Use Plant)

r_However o facilitate the immediate reqwrement of Coal to STPP pro;ect a

' 7;‘ Short~term Linkage was granted under the Policy of Bridge Lmkage till the

b)

::.c_ommencement of Coal Supply to STPP gets from its Captive Coal Block (Nalm).

SCCL ‘supplies Coal to STPP as per recommendation of standing linkage
committee under MOU. The extension of bridge linkage wili bé decided by
standing finkage committee (SLC), MOC, Govt. of India after deliberatlon in the
meeting duly considering the recommendations received from Mlntstry of Power
(MoP).

SCCL is supplying coal to Power sector (Bridge Ilnkage and Non Bridge linkage
holders) by regulating supplies {o-Non Power customers. Sales realisation from
non-regulated sector is more by Rs.1628/T than sales realisation from Bridge
Linkage and Non Bridge Linkage supplies.to power. Therefore, by foregoing the
revenues, SCCL is supplying coal to Bridge Linkage and Non Bridge Linkage

customers based on the request of Ministry of Coal considering the importance

- of power sector across the country.

In the recent order of Standard Linkage Committee it was clearly stated that the

price of such bridge linkage supply has to be solely decided by SCCL/CIL.
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e) The Commission in STPP's True up of FY 2022-23 and MYT of FY 2024-25 to
FY 2028-29 order dated 28.06.2024 has allowed the coal cost including the
premium superseding its earlier order dt. 01.04.2024. Accordingly, the '
Commission is requested to allow the coal cost as claimed.

f) The Petitioner has also stated that SCCL is exploring swapping of coal from Naini
mines since long, TANGEDCO has shown interest in swapping of coal from
SCCL fo Naini coal mine, accordingly lefters were addressed to
TGPCC/TGDiscoms to give consent for entering into swapping arrangement.
Once coal production starts from Naini coal mine and consent is received from
TGPCC/TGDiscoms the same will be taken up with Ministry of Coal,Gol.

Commission’s Analysis and Findings
a) Clause 33 of Regulation 2 of 2023 specifies the provisions related to Interest on
-Working Capital. The relevant extract of the Regulation is as follows:
“Generation ' |

(é) In case of coal-fired thermal generating stations, working capital shall
cover:

(i) Cost of coal fowards stock, if applicable, for ten (10) days for pit-head
 Generating Stations and twenty (20) days for non-pithead Generating
. Stations, for generation corresponding fo farget availability, or the
- maximum coal stock storage capacity, whichever is lower; o

. (i) Cost of coal for thirly (30) days for generation corresponding to target. - ,'
availability; ' .

(iii) Cost of secondary fue! oil for one (1 )‘ month corresponding to target
availability; '

(iv) Normative Operation and Maintenance expenses for one (1) month;

(v) Maintenance spares af one pércént (1%) of the opening Gross Fixed
Assets for the Year; and

(vi) Receivables for sale of electricity equivalent to forty-five (45) days of
the sum of annual fixed charges and energy charges approved in the Tariff
Order, computed at farget availabilty and excluding incentive, if any:
minus

(vii) Payables for fuel (including oil and secondary fuel oif) to the extent of
thirly (30) days of the cost of fuel computed at target availability,
depending on the modalities of payment:

Provided that in case the Fuel Supply Agreement provides for payment
of cost of fuel in advance, the payables for fuel shall not be deducted
for the purpose of computing the working capital requirement to the
extent of actual payment of such advance, as substantiated by
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documentary evidence: Provided further that for the purpose of Truing-up
the working capital shall be computed based on the scheduled generation
or target availability of the generating station, whichever is lower:

Provided also that for the purpose of Truing up, the working capital
shall be computed based on the actual average stock of coal and
limestone or normative stock of coal and limestone of the generating
station, whichever is lower: Provided also that for the purpose of Truing-
up for any year, the working capital requirement shall be re-computed on
the basis of the values of revised normative Operation & Maintenance
expenses and actual Revenue from sale of electricity excluding
incentive, If any, and other components of working capital approved
by the Commission in the Truing-up before sharing of gains and losses..”

b) The Petitioner claimed cost of coal of bridge linkage pricing Which was admittedly

higher than notified price of coal. This aspect has been contested, by various
stakeholders stating that on account-of claim of cost of coal as':'-b[idge linkage
pricing would certainly make the consumers féél_ hardship. SCCL{'w_as_"é:riginaily
férfned for doing coal business. -Sdbséquenfiy it _also entered: ,iht_d?-_.\power

‘generation business. The fuel for the power being produced is the coal théreby
- the ObjeCtIOI"tS of the stakehoiders is that the SCCL which has been domg the

fcoal busmess has been suppiymg the coal to its vertical STPP on premtum przce

_; by __!oadang the cost on the consumers. It is stibmitted by the stakeholders that on
account of non-mining of Naini coal mine allotted to SCCL in the year 2016 for
'suppiy of coal, the STPP had to buy the coal necessarily from SCCL.. it is-also

subrmtted that deliberately serious efforts are not put by the STPP to mine the
Naini coal block which would have resulted in availability for the coal at cheaper
price. _ | .

On the contrary the submissions of SCCL would go to show that this Commission
while considering the true up for FY 2022-23 and MYT for the period FY 2024-25
to FY 2028-29 has considered the premium price of coal contrary to its own order
dated 01.04.2024 in O. P. No. 13 of 2023. Aggrieved by this order of true up and
MYT passed on 28.06.2024 the DISCOMs have preferred an appeal before
Hon’ble APTEL in Appeal No. 19 of 2024 and same is also pending for
consideration before Hon'ble APTEL.

d) This Commission has gone through the orders carefully and closely. While

detailed reasoning was given in the orders dated 01.04.2024 in O. P. No. 13 of
2023 in paragraphs 26 to 31, typically no reasons were given in True up and MYT
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order dated 28.06.2024 as t6 why this Commission has accepted the premium
price of coal and as to why the Commission is differing with the earlier order dated
01.04.2024 in O. P. No. 13 of 2023 and considering premium price of coal.
Therefofe, on considering both the orders passed by the previous Commission
(this Commission has taken charge on 30.10.2024) is of the view that the detailed
reasoned order passed in O. P. No. 13 of 2023 dated 01.04.2024 is to be |
preferred than order passed on 28.06.2024 in True up for FY 2022-23 and MYT
for FY 2024-25 to FY 2028-20.

Even otherwise both the orders in O. P. No. 13 of 2023 dated 01.04.2024 and
Order dated 28.06.2024 in True up for the year FY-2024-25 to FY 2028-29 are
before the Hon'ble APTEL for consideration. Therefore the issue as to whether
SCCL can claim the premium rate for coal being supplied to STPP, without mining
the coal in the Naini coal mine allotted to it and whether the STPP can get the
coal from SCCL for notified prices will be décided by the Hon’ble APTEL. Until

‘then, as already observed above, this Commission in so far as this petttlon is
- concerned, is of the view that the SCCL cannot claim Bridge Linkage F’rem;um

pricé for supply of coal to the STPP. Therefore, the Commission disallows the

~ claim of the SCCL in claiming Bridge Linkage Premium price of coal while truing

up for FY 2023-24.
The Commission computed the working capital in accordance with clause 33 1.
(a) of Reguiat[on No 2 of 2023. Further, the rate of interest on working capital is
considered on normative basis in accordance with clause 33.6 of Regulation No
2 of 2023 which is Base Rate as on the date of Petition filing plus 1‘50' basis
points. Accordingly, the Interest on Working Capital claimed and =approved for FY
2025-26 is as shown below: ' '

Table3.38: Interest on Working Capital claimed and approved for FY

2025-26
(Rs. in Crore)
Approved in
Particulars MYT Order Claimed | Approved

dt 28.06.2024
Cost of coal, towards stock 172.97 173.00 158.06
Cost of coal for generation 259.45 259.50 240.38
Cost of secondary fuel oil 2.46 2.49 2.61
O&M expenses 21.54 30.48 21.14
Maintenance spares 77.45 78.20 77.48
Receivables 557.98 585.51 523.02
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Less:

Payables for Fuels 261.90 261.99 241.68
Total Working Capital ‘

requirement 829.95 867.18 781.00
interest rate 10.15 10.45 10.50

Interest on working capital 84.24 90.62 82.01

3.18. Return on Equity (RoE)
Petitioner’s Claim
a) The Petitioner considered 30% of the capital cost as equity as per Regulation No
2 of 2023. The relevant portion is reproduced below:

“27.1...Provided that in case of generating entity, Licensee, and SLDC,
if any fixed asset is capitalised on account of capital expenditure project
prior to 01.04.2024, debt-equity ratio allowed by the Commission for
determination of ftariff for the period endmg 31.03.2024 shall be
cons:dered” _

Clause 29 2(a) of Regulatlon No 2 of 2023 prowdes that the base rate for
_computatlon of return on equity shall be 15.5%, Further, the base rate of RoE is
‘required to be grossed up with the effectwe tax rate as per clause 301 of
Regulation No 2 of 2023. : : ST

b) ‘Accordmgiy, the return on eqmty is computed by appiyrng base rate of retum as
15! 5% and effective tax rate of . 25 168%. The return on equity clatmed for FY
' ‘.2025-26 is given below: ‘ : :

Table 3.39: Return on Eqwty claimed for FY 2025-26 ,
(Rs. in Crore)

-Approved in
Particulars MYT Order Claimed
: dt 28.06.2024 .
Return on Equity ' 360.16 486.55

Stakeholders’ Submissions
There are no objectibns‘from stakeholders

Commission’s Analysis and Findings

a) Clause 29 of Regulation No 2 of 2023 specifies provisions related to Return on
Equity. The relevant extract of the Regulation is as follows:
“29 Return on Equity

29.1 Return on Equity shall be computed in rupee terms, on the equily
base determined in accordance with clause 27.

29.2 Return on Equity shall be computed at the following base rates: (a)
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Thermal generating stations: 15.50%;

29.3 The Return on Equity shall be computed in the following manner:

(a) Return at the allowable rate as per this clause, applied on the amount
of equity capital at the commencement of the Year; plus

(b) Return at the allowable rate as per this Regulation, applied on 50 per
cent of the equity capital portion of the allowable capital cost, for the
investments put to use in generation business or transmission business or
distribution business or SLDC, for such Year.

b) The Commission has observed that the Petitioner has computed the Return on
Equity taking into account the projected equity addition in additional capitalisation
during the year. The Commission has "recomputed the Return on Equity based
on approved GFA and ra{e of Return dn Equity as 15.50% in line with clause
29.2.(a) of the Regulation No 2 of 2023.

c) The Rétum on Equity claimed and approved for FY 2025-26 is as fo’llows.: '

" Table3.40: Return on-}Eqi:ity claimed ahd approved for the peridd FYy .

2025-26 : ‘
(Rs. in Crore)
Approved in :
Particulars MYT Order Claimed | Approved
dt 28.06.2024
Opening Equity 2,323.60 2,345.88 2,324.47
Addition during the year |’ 0.00 6.23 0.00
| Closing Equity 2,323.60 2,362.12 2,324.47
‘Rate of RoE ~ 15.50% 15.50% | 15.50%
Return on Equity ' 360.16 364.10 360.29

3.19. Tax on RoE
Petitioner’'s Claim
a) The Petitioner has considered the effective tax rate as 25.17% for grossing up
the Base rate of Return on Equity and computed thé post-tax RoE for FY 2025-
28. ‘
Stakeholders’ Submissions
There are no objections from stakeholders
Commission’s Analysis and Findings
a) Clause 30 of Regulation No 2 of 2023 'speciﬁes the provisions of Tax on Return

on Equity. The relevant extract of the Regulation is as follows:
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“30.1 The Base rate of Return on Equity allowed by the
Commission under clause 29.2 shall be grossed up with the effective
Income Tax rate of the respective entity for the respective financial
year:

Provided that the effective Income Tax rate shall be considered on
the basis of actual Income Tax paid in respect of the financial year
in line with the provisions of the relevant Finance Acts by the
concerned generating entity or licensee, as the case may be:

Provided further that the actual Income Tax on the amount of income
from Delayed Payment Charges or. Interest on Delayed Payment
or Income from Other Business.or income from any source that has
not been considered for computmg ‘the Aggregate Revenue
Requirement or income from efficiency gains and incentive approved
by the Commission shall be excluded for the calculation of effective
Income Tax rate:

- Provided also that in case of generatmg entity or licensee paying
" Minimum Alfernate Tax (MAT), the effective. Income Tax: rate shaﬂ
be consrdered as MAT rate ;nc!udmg surcharge and cess:

S Provrded also that: :f no Income Tax has been paid by the Company
. -as a whole, then the effectrve !ncome Tax rate’ shaﬂ be consrdered as -
N L i

'30.2 Rate of pre-tax Return on Equrty shail be rounded offto
. _ . three decimal places and shall be computed as per the formula: grven .
‘ '”'befow _ I

' "REte of pre-tax return on eduity = Bése Rate / (1-t);

P Where “Base Rate” is the rate of Base Return on Equilty in accordance
o with clause 29.2; ‘ : o

- Pis the effective Income. Tax rate in accordance with clause 30 1.

b) The Commission has observed that the Petitioner in addition to generation
business is also engaged in coal business. The audited Accounts of the Petitioner
is prepared on consolsdated basis as there is no bifurcation of Generation
business and other business, thereby. it would be difficult to ascertain and
bifurcate the tax paid among the different bus’iiitess of the Petitioner. Though the
audited accounts are prepared on consolidated basis, based on the data
available it will be difficult to segregate the profit & loss and income tax of STPP.
There is no data as to how much tax is levied and paid exclusively for generation
business. In fact the tax paid is on consolidated basis for both coal and generation

business.
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c)

4

A%

The Hon'ble APTEL in its judgement dated 4th April, 2007 in Appeal no. 251 of

2006 has ruled as under:
“The consumers in the licensee’s area must be kept in a water tight
compartment from the risks of other business of the licensee and the .
Income Tax payable thereon. Under no circumstance, consumers of the
licensee should be made to bear the Income Tax accrued in other
businesses of the licensee. Income Tax assessment has to be made on
standalone basis for the licensed business so that consumers are fully
insulated and protected from the Income Tax payable from other
businesses.” o

The Petitioner/generator has grossed up the RoE with reg‘u:!ar income tax at the

rate of 25.168 % which is app!lcabie for SCCL company as a whole for Coal and

Generatlon business as against the concessional MAT rate of 17 472% allowed .

by this Commission for STPP for generation business. ‘

._Oh'the other hand it has submitted that SCCL has opted for corpofaf‘é income

tax at a reduced rate of 25.168 % without MAT credit entilements and

exemptions as per the taxation (amendment ordinance — 2019). SCCL i'sian
income tax assessee whereas STPP which is doing generating business is hot a
separate tax assessee, and STPP is integral part of SCCL. The incom_c-_i:j"fax
actually paid by SCCL includes STPP, which is one of its verticals.

In earlier order, the Commission has stated that the tax of other
busmess!unregutated business cannot be passed to consumers. Thus, the
Commission is not inciined to consider the effective tax rate and ailows oniy MAT
rate of 17.472% towards Return of Equity for computation of Tax on Return of
Equity for the FY 2025-26.

g) The tax on RoE claimed and approved for FY 2025-26 is as shown in table below:

Table 3.41: Tax on RoE claimed and approved for FY 2025-26
(Rs. in Crore)

Approved in
Particulars MYT Order Claimed | Approved
dt 28.06.2024
Opening Equity 2,323.60 2,345.88 2,324 .47
Addition during the year 0.00 6.23 0.00
Closing Equity 2,323.60 2,352.12 2,324.47
Rate of RoE 15.50% 15.50% 15.50%
Return on Equity 360.16 364.10 360.29
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Tax Rate 17.47% 25.17% 17.47%
Effective Tax Rate 18.78% 20.71% 18.78%
Tax on Return on

Equity 76.24 122.45 76.24
RoE grossed up with

effective income tax 436.40 486.55 436.54
rate

3.20. Non-Tariff Income
Petitioner’s Claim
a) The Petitioner has claimed Noﬁ-Tariff [_ncome for the period FY 2025-26 as shown
in table below:

Table 3.42: Non-Tariff Income cla:med for FY 2025-26
(Rs. in Crore)

. Approved in
Particulars | MYTOrder - . ~Cla|med
L ¢t 28.06.2024 L
Non-Tariff Income B - 4.09 L 5.37:

_Stakélhd%fders’ SubmiSSfori’s' |
- There are no objections from stakeholders.‘ "

Comm:ss:on 's Analysis and Fmdmgs : _
) Clause 43 of Regulation 2 of 2023 specifies treatment of Non-Tariff lncome The
relevant exiract of the Regulation is as follows:

. 43 Non-Tariff Income :
43.1 The amount of Non-Tariff Income of the Generating Company as
approved by the Commission shall be deducted while determining its
Annual Fixed Charge: Provided ‘that the Generating Company shall subm:t
full details of its forecast of Non-Tariff Income to the Comm:ss:on in.such
form as may be stipulated by the Commission.

43.2 The Non-Tariff Income shall include:

a) Income from rent of land or buildings;

b) Net income from sale of de-capitalised assets;

¢) Income from sale of scrap;

d) Income from statutory investments;

e) Interest income on advances to suppliers/contractors;
) Income from rental from staff quarters;

g) Income from rental from contractors;

h) Income from hire charges from contactors and others;
i) Income from sale of ash/rejected coal;

j) Income from advertisements;

k) Income from sale of tender documents;

I) Any other Non-Tariff Income
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b) After prudent check, considering the above referred Regulation, the Commission
approves the Non-Tariff Income as claimed by the Petitioner. The Non-Tariff
Income approved by the Commission for the period FY 2025-26 is as follows:

Table3.43: Non-Tariff Income claimed and approved for FY 2025-26
(Rs. in Crore)

Approved in
Particulars MYT Order Claimed | Approved
-dt 28.06.2024
Non-Tariff Income - 409 5.37 5.37

3.21. Incentive

Petitioner’s Claim
a) The Petitioner has estimated the incentive based on the projected generation
over the normative PLF and at the rate as specified in Clause 46.6 of Regulation
No 2 of 2023. The incentive claimed by the Petitioner for the period FY 2025-26 ‘
is as shown in table below:

Table 3.44: Incentive claimed by petitioner for FY 2025—26
(Rs. in Crore)
Particulars - - 2025-28
Incentive _ 23.07

Stakeholiders’ Submissions

a) The stakeholders have submitted that the Incentive stipulated in the R'egu_!étion
2 of 2023 is binding on the parties-and the petitioner has to claim the Energy Bills -
including Incentives as prescribed. But the Petitioner may not be allowed to claim
an Incentive for power generation beyond the Target PLF, by using-high-priced
Bridge Linkage Coal, as this will burden the beneficiaries with higher Energy
Charges and is against the Commission’s order dated 01.04.2024 in OP No. 13
of 2023 as well as additional payment of Incentive. Both claims will be a loss
proposition to TGDISCOMs. |

Petitioner’s Replies
a) The Petitioner has submitted that if actual PLF reaches more than normative PLF,

the incentive is required to be paid in terms of clause 46.6 of Regulation No 2 of
2023.

Commission’s Analysis and Findings
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a) Clause 46.6 of Regulation No 2 of 2023 specifies provisions related to incentive.
The relevant extract of the Regulation is as foliows:

“46 Computation and Payment of Capacity Charges and Energy
Charges for Thermal Generating Stations

............

C. Incentive

46.6 Incentive shall be payable at a flat rate of 50.0 paise/kWh for actual
energy generation in. excess of ex-bus energy corresponding to
Normative Annual Plant Load Factor

b) The Commission is of the view that inc_entive can only be billed on actuals as per
Clause 46.6 of Regulation No 2 of 2023. ' e

3.22. Opereting Norms

Stakeholders Submissions

a) The stakehoiders have submitted that the Operat;onal Norms as st;pu!ated in the
Regulatson No 2 of 2023 are blndmg on the parties and the Petltloner has to clalm
the Energy Bills as per the Norms prescnbed -

Petitloner s Replies

a): The petitioner has submitted that the norms for truing up period of FY 2023—24
was already approved by the Commission m order dated 28.8.2020 in para 5.2.8.
The operatmg norms for FY 2025~26 is considered as approved by the
Commission vide its order dated 28.06. 2024, accordingly, requested to allow the

same.

Commission’s Analysis and F:ndlngs
a) Operating Norms are approved in accordance wr{h the provisions of Regulation
No. 2 of 2023. This aspect was also considered by the Commission while
considering in MYT and bassed a reasoned order while observing that in case
the Petitioner/generator has got any objection/issue or questions in respect of
following operating norms as determined by the Commission in Regulation No.
2 of 2023 then it is expected to agitate by filing a separate petition for amendment
or otherwise of the Regulation. Without challenging Regulation on operating
norms either by the generator or the stakeholder cannot question the operating
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norms thereby it is again restated that all the stakeholders follow norms as per

Regulation.
3.23. Tariff for Flue Gas Desulphurisation (FGD) System

Petitioner’s Claim
a) The Commission has deferred the claim of capitalization for the FGD system and
state that it would carry out prudence check of the cost of FGD system in the true
up of relevant year after commisSioning of the same. The relevant portion of the
order dated 29.12.2023 on CIP and Business plan for FY 2024-29 is extracted
hereunder: | '

“4.2.12 SCCL submitted that it has awarded the works of FGD system through -
competitive bidding process. The works being still in progress, the

Commission is not expressing any opinion on the proposed completion cost

at this stage. The Commission shall carry out the prudence check of the cost

of - FGD system in true up for the relevant year after commissioning of the

same”.

Accordingly, the cost of this system together with its effect on the tariff
components and additional auxiliary .energy shall be submitted after
commissioning of the system in 'truing up b’etition of the relevant year. Thus the
Petitioner reserves the right to submit the same at a subsequent périod; The

- Peftitioner further submitted in replies. The cost of FGD system together with
its effect on the tariff components and additional auxiliary energy shall be
submitted after commissionihg of the system in truing up petition of relevant
year. Thus, the Petitioner reserves its.right to submit the same at a subsequent

period.

Stakeholders’ Submissions
a) The Petitioners have submitted that the Commission vide order dated 29.12.2023
in OP Nos. 25 of 2023 & 26 of 2023 directed that the prudence check of the
execution cost shall be carried out in True-up for the relevant year after

commissioning of the same.

Petitioner’s Replies
a) The cost of FGD system together with its effect on the tariff components and
additional auxiliary energy shall be submitted after commissioning of the system
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in truing up petition of relevant year. Thus, the Petitioner reserves its right to
submit the same at a subsequent year.

Commission’s Analysis and Findings .

a) The Commission in its MYT order dated 28.06.2024 and Business Plan, & Capital
Investment Plan for FY 2024-25 to FY 2028-29 order dated 29.12.2023 has
already given its view on the FGD system and implementation of flexible
operation scheme as per CEA Regulation. Accordingly, the cost for FGD system
shall be considered after cemmissioning.of the FGD system and prudent check

of the final executed cost in true-up for the relevant year.
3.24. Integrated Mine (Naini)

Petitioner’s Claim
a) Smce pet1t|oner is worklng on swapplng of coal from Naini coal mines Odisha no
proposal of input cost of coal from Nasm mines. is submitted-- before the
‘Commzss;on The Petitioner reserves the hberty to submit the same. as when is
5‘ :found that it is needed in dlsposal of thls pettt[on ' '

Stakeholders Submissions ‘ s
a) The stakeholders have submitted that the Petitioner has not submltted any
=._deta|ls for determination of input cost of coal from Naini coal block to compare it
with SCCL coal for swapping of coal blocks. Further, the delay of commissmnmg
of the Naini Captive Coal Mine to SCCLJSTPP Project is entirely attnbutab!e to
SCCL and the beneficiaries canhot be burdened for long under the Bridge
Linkage Coal Pricing, which is a Short term linkage and whereas the Petitioner is
taking undue advantage of the same and charging coal price with additional 20%-
30% premium over and above the Notified Price of corresponding grade of coal.
Unless the price of bridge linkage coal being supplied to STPP is regulated in
terms of the Commission’s order dated 01.04.2024 in OP No. 13 of 2023 in the
interest of end consumers, no swapping of coal can be expected from SCCL.

Petitioner’s Replies
a) The petitioner has submitted that
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I.  The delay in transfer of forest land by Odisha Government has delayed the -
start of coal production from Naini coal mine. Accordingly, the delay of coal
production is not attributable to the Petitioner.

. Further, the Petitioner has been exploring swapping of coal from Naini .
mines since long, TANGEDCO had shown interest in swapping of coal from
SCCL to Naini coal mine. Accordingly, letters were addressed to TGPCC/
TGDISCOMs to give consent for entering into swapping arrangement. Once
coal production starts from Naini coal mine & consent is received from
TGPCC/TGDISCOMSs the same will be taken up with Ministry of Coal, Gol. |

Commission’s Analysis and Findings

a) The Commission directs the Petltloner to exped:te the process of commermally
comm!ssmmng of the integrated mme at Naini so that as claimed by the
stakeholder/Discom, the coal’ cost may likely to come down and benef" t the
‘consumers.

3.25.. Annual Fixed Charges {AFC)

a) Based on the above, the Annual Fixed Charges (AFC) claimed by the Petitidhe.r
and approved by the Commission is as shown in the Tables below: R

Tab!es 45: Annual Fixed Charges cla:med and approved for FY 2025-26 .
(Rs. in Crore)

Approved in : Revised
Partuculars MYT Order Claimed Claim Approved
Annual Fuxed Charges e
Operation & Maintenance
Expenses | 262.85 350.19 | 365.81 253.87
Depreciation 400.36 403.85 | 445.36 400.51
Interest and finance charges 158.88 18416 | 17863 | 159.07
Interest on Working Capital 84.24 89.81 90.62 82.01
Return on Equity 436.40 4886.55 486.55 436.54
Less: Non-Tariff Income 4.09 5637 5.37 5.37
Annual Fixed Charges 1,338.63 1,509.19 | 1561.60 | 1,326.43
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3.26. Energy Charges
Petitioner’s Claim

a) The Petitioner has considered the Energy Charges for FY 2025-26 as approved
by the Commission in MYT order dated 28.06.2024. Further, it is stated that
- adjustment of ECR on account of variation in price or heat value of fuel shall be

done as specified in clause 46.5 of Regulation No 2 of 2023.

Table3.46: Energy Charge Rate (ECR) claimed for FY 2025-26
(Rs. in Crore}

Commrss;on s Analysis and Fmdmgs

; "_MYTIT ariff :
Particulars | Legend | Units Order | Revised
claim
: ) Approved
-| Auxiliary Consumption AUX % . 575 5.75
Gross Station Heat Rate GSHR | kcallkWh 2300.00 1 2300.00
Secondary Euel oil consumption | . SFC. . | -mlkWh : | 0.50: - .0.50
Calarifi Value of Secondary | oy | kealiml 1000 | 10.00
Landed Price of Secondary Fuel || LPSE_|° Rs./ml . 0.07 007
Gross Calorific Value of Coal CVPF | kcallkg 3808.80 | 3808.80
Landed Price of Coal LPPF | Rs./kg 5.86 . 5.86
Specific Coal Consumption B kg/kWh 0.60 - 0.60:
Rate of Energy Charge from - s
Primary Fuel Rs./kWh 3.749 .3_.749
Rate of Energy Charge from B R
Secondary Fuel Rs./kWh 0.036 0036
o 7 ECR Rs./KWh 3.785 .3.785

a) Ctause 46(B) of Regulatlon No 2 of. 2023 stipulates the methodo[ogy for

determination of ECR. The relevant extract of the Regulation is as foilows

“B. Energy Charges

46.3 The Energy Charges shall cover landed cost of pnmary fuel and
secondary fuel oif and shall be worked-out on the basis of total energy
scheduled tfo be supplied to the Beneficiary/ies during the calendar
month on ex-power plant basis, at the Energy Charge Rate of the month
(with fuel price adjustment) as per the following formula:

Energy Charges (Rs) = (Energy Charge Rate in Rs/kWh) x [Scheduled

Energy (ex-bus) for the month in kWh]

46.4 Energy Charge Rate (ECR) in Rs/kWh shall be computed up to three
decimal places and shall be the sum of the cost of normative quantities
of primary and secondary fuel for delivering ex-bus one kWh of
electricity, and shall be computed as per the following formula:

ECR = (GSHR - SFC X CVSF) X LPPF / CVPF+SFC X LPSFi} X 100 /(100-
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AUX)
Where,
AUX = Normative Auxiliary Energy Consumption in percentage;

CVPF = Weighted average Gross Calorific Value of coal as received in
kcal’kg less 85 kcallkg on account of variation during storage at
generating station; in case of blending of fuel from different sources,
the weighted average Gross Calorific Value of primary fuel shall be
arrived in proportion of blending ratio;

CVSF = Calorific value of secondary fuel, in kcal/mi:
GSHR = Normative Gross Station Heat Rate, in kcal/kWh;

LPPF = Weighted average landed price of primary fuel in Rs./kg, as
applicable, during the month; in case of blending of fuel from different
sources, the weighted average landed price of primary fuel shall be
arrived in proportion of blending ratio;

SFC = Normative Secondary Fuel Oil Consumption, in mi/kWh;

'LPSFi = Weighted average landed price of secondary fuel in Rs./m/ .

during the month:

" Provided that the landed cost of primary fuel and secondary fuel
for tariff determination shall be based on actual weighted average cost
of primary fuel and secondary fuel of the three (3) preceding months,

and in the absence of landed costs for the three (3) preceding months,

latest procurement price of primary fuel and secondary fuel for the

generating Station, preceding the first month for which the Tariffis to be .

determined for existing stations, and immediately preceding three (3).
months in case of new generating stations shall be taken into account:

Provided further that the landed cost of fuel shall mean the total cost
of coal delivered to the generaling station and shall include the
base price of fuel corresponding fo the grade/quality/calorific value of
fuel inclusive of royalty, taxes and duties as applicable, washery charges
as applicable, transportation cost by rail/froad or any other means,
charges for third-party sampling, and, for the purpose of computation
of energy charges, shall be arrived at after considering normative transit
and handling losses as percentage of the quantity of fuel dispatched by
the fuel supply company during the month:

Provided also that any refund of taxes and duties along with any amount
received on account of penalties from fuel supplier shall have to be
adjusted in fuel cost:

Provided also that the Energy Charges, for the purpose of billing/Fuel
Surcharge shall be worked out Station-wise/Unit-wise based on weighted
average rate based on scheduled generation from each Unit.

...............
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b) The approved norms of operation in accordance with the Regulation No. 2 of
2023 are as follows.
Table 3.47: Norms for Energy Charge rate for FY 2025-26

Approved in
Parameter Units MYT Regulation

: No.2 of 2023
Normative Annual Plant
Availability Factor % 85
Normative Annual PLF % 85
Auxiliary Consumption % 575
Gross Station Heat Rate - - | - keal/kWh ‘ 2300.00
Secondary Fuel Qi Consumption - mi/kWh 0.50
Transit Loss: % . 0.80

¢) In accordance with the provisions of Cladse 46.4 of Regulatioh No.2 of 2023, the
Comm[ssuon has considered basic nottﬂed price of coal and GCV for pnmary and

secondary fuel.

d) Accordmgly, the fuel prsces and ‘GCV . conszdered by the Commlssmn for
: computmg the Base ECR is as shown in, the Table below: '
Table 3.48: Tentative Fuel Price and GCV considered

- Partlculars B _ Units FY 2025-26
_ Caiorn‘"c Value of Secondary Fuel ] 4 ; kcal/mi 1000
" [Landed Price of Secondary Fuel Rs./mi o 007
| Wt. Avg. Gross Calorific Value of Coal- kecal’kkg ¢ 3600.00
Landed Price of Coal T Rs./kg . | E 5.06

e} Based"oin\' the above norms of operation, fuel prices and GCV, the base ECR
computed by the Commission is as shown in the Table below’*”

Table 3.49: Base Energy Charge Rate claimed and approved for FY 2025-26
(Rs. in Crore)

Approved
Particulars - Units in MYT | Claimed | Approved
Order
Auxiliary Consumption (AUX) % 5.75 5.75 5.75
Gross Station Heat Rate (GHR) kcal/kWh 2300 2300 2300
Secondary Fuel oil consumption (SFC} mi/kWh 0.50 0.50 0.50
Calorific Value of Secondary Fuel (CVSF) | kcal/ml 10.00 10.00 10.00
Landed Price of Secondary Fuel (LPSF) Rs./ml 0.07 0.07 0.07
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Approved
Particulars Units in MYT | Claimed | Approved
Order

‘(’gt\'légﬁ" Gross Calorific Value of Coal kcallkg | 3808.80 | 3808.80 | 3600.00
Landed Price of Coal (LPPF) Rs./kg 5.86 5.86 5.06
Specific Coal Consumption kg/kwh 0.60 0.60 0.64
Coal Cast/kWh Rs./kWh 3.749 3.749 3.43
Secondary Fuel oil Cost/kWh _ Rs./kWh 0.036 0.036 0.04

‘Energy Charge Rate (ECR) (Rs./kWh) | Rs./kWh 3.785 3.785 3.462

f) The variation in fuel prices a.nd GCV shall be billed in accordance with Clause

46.5 of Regulation No.2 of 2023.
¢) The indicative MYT tariff based on the above is as shown in the Table below:
‘ Table 3.50: Indicative Tariff approved for FY.2025-26,‘

Approved in

Particulars 'MYT Order Claim Rg;’aif;d Approved
FY 25 to FY 29 |
_ Net Generation (MU) '8,421.43 8,882.87 | 8,882.87 | 8,421.43
AFC (Rs. Crore) 1,338.64 1,500.19 | 1,561.60 | 1,326.43
AFC per unit (Rs./kWh) 1.58 1699 | 1758 | 1575
' Base ECR (Rs./kWh) 3.78 3.785 3.785 3.462
Total Tariff (Rs./kWh) '5.37 5484 | 5543 | 5.037

3.27. Abplicability
a) The ’ta_riff for 2 x 600 MW Singareni Thermal Power Plant as determined for FY
2024 - 2025 as part of 5™ control period FY 2024 - FY 2025 to FYA 2028 - FY
2029 Will cease to be effective after 31.03.2025. Even prior to passing of the

orders the ECI as per the proceedings dated 06.02.2025 has issued model code

of conduct on account of biennial elections o Telangana Legislative Council from

Hyderabad local authorities constituency.

b) In view of the model code of conduct and to avoid vacuum this Commission has

felt it necessary to extend the subsisting Tariff to be levied and collected by the
SCCL from the TGDISCOMs in the state of Telangana, from 01.04.2025 until the
orders are passed after receiving permission of The ECI or cessation of Model

Code of Conduct whichever is earlier.

¢c) Accordingly, the Commission in exercise of powers conferred under section 94
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(2) of the Act, 2003 read with section 28 of the Telangana Electricity Reform Act,
1998, has passed an interim order dated 28.03.2025 extending the tariff for 2 x
600 MW Singareni Thermal Power Plant as determined by order dated
28.06.2024 in O. P. No. 4 of 2024 to be applicable from 01.04.2025 {ill a fresh
order is passed by the Commission.

d) The Generation Tariff determined for FY 2025-26 is applicable from 01.05.2025
to 31.03.2026.

3.28. Commission’s Directives A
a) The Commission’s Directives issued in this order are enclosed at Appendix.

This Order is corrected and signed on this the 29" day of April, 2025.

: Sd/- -
Dr. Justice Devaraju Nagarjun
Chairman . S

IICERTIFIED COPY// -
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Appendix
Commission’s Directives
. Separate Accounts

The SCCL directed fo maintain separate books of accounts for Power
Generation activity and submit audited accounts in respect of payment of
income tax for generation business and coal business.

. Efficiency improvement measures

The SCCL is directed to submit the status of the efficiency improvement
measures implemented by SCCL and the results of the same in the next tariff
filings. ' '

. Sharmg of Losses and Gams

The SCCL is directed to submit the blll o the beneftmarys viz., TGDISCOMs
the claim towards total sharing/passing through of losses approved in this
order as per the AFC and other charges for FY 2023-24. - '

. Capital Woks

The SCCL is directed to implement flexible opération scheme as perk CEA
Regulations. - ‘

. Incentives

The Incentive for achieving the normative PLF and additional gene'rati'on i;ver
and above normative PLF are to be recovered directly from Beneficiaries
in accordance with Clause 46.6 of Regulation No.2 of 2023.

. Coal from Integrated Mine (Nami)

The SCCL is directed to expedite the commercial production of coa] from
Naini coal biock to reduce the burden on the Consumers.
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Annexure-l
Public Notice

Newspaper clippings appeared in Hans India, Prabhata Velugy, Munsif Daily,
EENADU, The Hindu News Papers

Wil i il
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Annexure-il

List of stakeholders who submitted written Objections/Suggestions

Sl. No. | Name and address of the stakeholders
1 M/s Southern Power Distribution Company of Telangana
Ltd., Corporate Office, 6-1-50, Mint Compound, Hyderabad
2 M/s Northern Power Distribution Company of Telangana Ltd.,

H.No: 2-5-31/2, Corporate Office,Vidyut Bhavan,

Nakkalagutta, Hanamkonda,Warangal

Annexure-lil

List of stakehoiders who parttc:ipated in Public Hearing held on 21 01 2025

,SI,. No. Name and address of the stakeholders

IR B M/s Southern Power Distribution Company of Telangana
o Ltd., Corporate Off[ce 61 50 Mint Compound
L Hyderabad _ :
2 M/s Northern Power l;stnbutton Company of Telangana

Nakkalagutta Hanamkonda Warangal

Ltd., H.No: 2-5-31/2, Corporate Office, Vidyut Bhavan o
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IN THE APPELLATE TRIBUNAL FOR ELECTRICITY
(Appellate Jurisdiction)

APL No. 256 OF 2024 & IA No. 880 OF 2024 & IA No. 920 OF 2024 &
IA No. 794 OF 2025
&
APL No. 19 OF 2025 & |A No. 1907 OF 2024

Dated: 28" August, 2025

Present: Hon’ble Mr. Justice Ramesh Ranganathan, Chairperson
Hon'ble Ms. Seema Gupta, Technical Member (Electricity)

In the matter of:

APL No. 256 OF 2024 & IA No. 880 OF 2024 & IA No. 920 OF 2024 &
IA No. 794 OF 2025

In the matter of:

SINGARENI COLLERIES COMPANY LIMITED,

Through its Deputy General Manager,

Having office at:

Kothagudem, Collieries

Bhadadri Kothagudem District,

Telangana State — 507101. Appellant(s)

VERSUS

1. TELANGANA STATE ELECTRICITY REGULTORY COMMISSION,
Through its Secretary,
Having office at:
5" Floor, Singareni Bhavan, Red Hills,
Lakdi-ka-pul,
Hyderabad 500 004 ... Respondent No.1

2. SOUTHERN POWER DISTRIBUTION COMPANY OF TELANGANA
LIMITED,
Through its Chairman and Managing Director,
Having office at:
Corporate office # 6-1-50,
Mint Compound,
Hyderabad, Telangana — 500 063 ... Respondent No.2



Judgment in

PL No, 256 QF 2024 & 1A No. 880 OF 2024 & 1A No. 920 OF 2024 & 1A No. 794 OF 2025

3. NORTHERN POWER DISTRIBUTION COMPANY OF TELANGANA

LIMITED,

Through its Chairman and Managing Director,
Having office at:

H. No. 2-5-31/2, Corporate Office,

Vidyut Bhawan, Nakkalgutta, Hanamkonda,
Warangal, Telangana — 506001.

&
APL No. 15 OF 2025 & IA No. 1907 OF 2024

Respondent No.3

Counsel on record for the :  Hemant Singh

Appellant(s) Mridul Chakravarty
Biju Mattam
Lakshyaijit Singh
Bagdwal
Supriya Rastogi
Agarwal
Nehul Sharma
Chetan Kumar Garg
Robin Kumar
Harshit Singh
Lavanya Panwar
Alchi Thapliyal
Sanjeev Singh Thakur
for App. 1

Counsel on record for the : Somanadri Goud
Respondent(s) Katam
for Res. 1

Anand K. Ganesan
Swapna Seshadri
Kriti Soni

Aishwarya Subramani
for Res. 2

Anand K, Ganesan
Swapna Seshadri
Kriti Soni

Aishwarya Subramani
for Res. 3
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APL No, 256 OF 2024 & TA No, 880 OF 2024 & IA No. 920 OF 2024 & 1A No. 794 OF 2025
&

APL No. 19 OF 2025 & TA No, 1907 OF 2024
APL No. 19 OF 2025 & IA No. 1907 OF 2024

1. SOUTHERN POWER DISTRIBUTION COMPANY OF TELANGANA
LIMITED,
Through its Chief Engineer (IPC),
Corporate office # 6-1-50, |
Mint Compound,
Hyderabad, Telangana — 500 063 ... Appellant No.1

2. NORTHERN POWER DISTRIBUTION COMPANY OF TELANGANA
LIMITED,
Through its Chief Engineer (IPC),
H. No. 2-5-31/2, Corporate Office,
Vidyut Bhawan, Nakkalgutta, Hanamkonda,
Warangal, Telangana — 506 001. ... Appellant No.2

VERSUS

1. TELANGANA ELECTRICITY REGULTORY COMMISSION,
- Through its Secretary,
Vidyut Niyantran bhavan, G.T.S. colony,
Kalyan Nagar,
Hyderabad 500 045 ... Respondent No.1

2. SINGARENI COLLERIES COMPANY LIMITED,
Through its Deputy General Manager,
Having office at:
Kothagudem, Collieries
Bhadadri Kothagudem District,

Telangana State — 507 101. ... Respondent No.2
Counsel on record for the :  Anand K. Ganesan
Appellani(s) Swapna Seshadri

Harsha V Rao

Aishwarya Subramani

for App. 1

Anand K. Ganesan
Swapna Seshadri
Harsha V Rao
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PL No, 256 OF 2024 & 1A No. 880 OF 2024 & 1A No. 920 OF 2024 & 1A No, 794 OF 2025

Counsel on record for the

Respondent(s)

JUDGMENT

&
APL No. 19 GF 2025 & TA No. 1907 OF 2024

Aishwarya Subramani
for App. 2

Somanadri Goud
Katam
for Res. 1

Hemant Singh

Mridul Chakravarty
Biju Mattam

Sourav Roy

Supriya Rastogi
Agarwal .
Chetan Kumar Garg
Lakshyaijit Singh
Bagdwal

Ankita Bafna

Harshit Singh

Nehul Sharma

Alchi Thapliyal
Sanjeev Singh Thakur
Lavanya Panwar
Indrayudh Chowdhury
Devansh Pundir

for Res. 2

(PER HON’BLE MRS. SEEMA GUPTA, TECHNICAL MEMBER, ELECTRICITY)

Appeal No. 256 of 2024 has been preferred by M/s Singareni

2023 wherein premium charged

Collieries Company Limited (“SCCL”) assailing the order dated
01.04.2024 (hereinafter referred as “Impugned Order 1”) passed by the
Telangana State Electricity Regulatory Commission in OP No. 13 of
by SCCL to its STPP for the coal
supplied under Bridge Linkage was denied. Appeal No. 19 of 2025 has
been preferred by Southern Power Distribution Company of Telangana
Limited and Northern Power Distribution Company of Telangana Limited
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APL No. 256 OF 2024 & [A No. 880 OF 2024 & IA No. 920 OF 2024 & 1A No. 794 OF 2025
&

APL No. 19 OF 2025 & TA No. 1007 OF 2024

(hereinafter referred as “Telangana DISCOMs”) assailing the order dated
28.06.2024 (hereinafter referred as “Impugned Order 2”) passed by the
Telangana State Electricity Regulatory Commission (hereinafter
referred to as “State Commission/TSERC”)in OP No. 4 of 2024 wherein
State Commission has trued up the financials of “SCCL” for FY 2022-23
and approved MYT for control period FY 2024-25 to FY 2028-29 wherein
premium charged by SCCL to its STPP for the coal supplied under Bridge -

Linkage was considered.

2. Theissues involved in both the appeals are connected and are sort
of cross appeals, they are being disposed of with this common judgment.
The facts in these appeals are not in dispute. Therefore, for the sake of
convenience, the description of the parties is given hereunder as per
. Appeal No. 19 of 2025.

3. Appellant No.1- Southern Power Distribution Company of
Telangana Limited and Appellant No.2-Northern Power Distribution
Company of Telangana Limited are the Distribution licensees, and are
entrusted with the function of distribution of electricity in their respective
areas of operation in the State of Telangana and collectively referred here-

in-under as Telangana Discoms.

4. Respondent No. 1, the Telangana State Electricity Regulatory
Commission is the Electricity Regulatory Commission for the State of
Telangana exercising powers and discharging functions under the
provisions of the Electricity Act, 2003. Respondent No. 2- M/s Singareni
Collieries Company Limited (“SCCL") is a coal mining company
incorporated under the Companies Act, 1956.
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&
APL No. 19 OF 2025 & 1A No. 1907 OF 2024

FACTS OF THE CASE

5. The facts that are necessary and required for disposal of these
appeals are narrated below in nutshell.

The SCCL entered into the business of power generation by
establishing a 2X660 MW coal based thermal plant i.e. Singareni Thermal
Power Plant (“STPP?”), in which Unit 1&ll achieved COD on 25.09.2016
and 02.12.2016. The entire power generated from STPP is to be sold to
the Telangana DISCOMs at a tariff determined by State Commission
under the Power Purchase Agreement (“PPA”) dated 18.01.2016. The
PPA was to remain valid for a period of 25 years from the COD of the last
unit i.e. Unit Il.

6. In order to meet the coal requirements of STPP, SCCL was
allotted NAINI coal block in the State of Odisha. Since it was anticipated
that coal production from NAINI coal block would commence in December
2020, as an interim measure, until the operationalization of the coal mine
by SCCL, STPP applied for and obtained Bridge Linkage, the short term
linkage for a fixed period of three years, from the Standing Linkage
Committee of Ministry of Coal. The initial Bridge Linkage was granted for
the period between 13.08.2015 to 12.08.2018 from the SCCL and
pursuant to obtaining the Bridge Linkage, SCCL executed a Memorandum
of Understanding (MoU) dated 01.11.2017 with STPP setting the price
structure for coal to be supplied. While the PPA dated 18.01.2016
contained Annexures Ill & IV which provided for computation of variable

charges based on coal price to be as decided by SCCL , the State
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APL No. 256 OF 2024 & IA No, 880 OF 2034 & 1A Ne. 920 OF 2024 & 1A No 794 OF 2025
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APL No. 19 OF 2025 & 14 No. 1907 OF 2024

Commission by its Orders dated 22.10.2021 in O.P. No. 08 of 2016,
directed that the above clauses to be deleted and replaced as under:

“For any billing month, the variable charges shall be
determined as per TGERC Regulations”.

7. An amended PPA was entered on 22.05.2024. STPP upon
achieving COD of Unit | on 25.09.2016 and Unit |l on 02.12.2016 started
utilizing coal as per MoU dated 01.11.2017 with pricing for G5- G8 grades
coal & washary grade G9 coal at notified price of power sector and for G9
to G15 grade, the notified basic price plus 20% of notified basic price of
power sector and started supplying power to Telangana DISCOMs.

8. On 06.04.2018, SCCL and STPP, entered into a supplementary
Mol modifying the pricing structure and created two new slabs namely,
bridge linkage and non-bridge linkage for FY 2018-19 w.e.f. 01.04.2018.
Under the said MoU, for coal supply up to 75% of agreed quantity, the
tariff payable was notified as basic price of coal applicable for power
sector with a premium of 20% and for supply of coal beyond 75% of
agreed quantity the tariff payable was notified as basic price of coal
applicable for non-power sector with a premium of 20%.

9. Subsequently, since the Bridge Linkage provided to STPP was
stated to expire as of 13.08.2018, in the meeting of the Standing Linkage
Committee held on 10.04.2018, Bridge Linkage was extended up to 2023
with tapering basis from 2021 to 2023 and further extended for the year
2023-24 in the Standing Linkage Committee meeting dated 21.02.2023.
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10. SCCL raised a supplementary invoice after completion of FY
2018-19, claiming 20% 'additional premium on the notified prices
applicable to the non-power sector for supply of coal beyond 75% of
agreed quantity, which was objected by Telangana DISCOMS claiming it
to be contrary to the TSERC/CERC Tariff Regulations.

11. The Telangana DISCOMs had filed OP No. 13 of 2023 before
TSERC praying to direct SCCL to provide coal supply to STPP at the
Notified Basic Price corresponding to the coal grade being supplied
without any additional charge/ premium in terms of the MOUs signed
between SCCL and STPP. When the Orders in OP No. 13 of 2023 were
reserved, SCCL filed O.P. No. 04 of 2024 before TSERC seeking approval
of Multi Year Tariff (MYT) for the control period FY 2024-25 to FY 2028-
29 and True-up for FY 2022-23. In the said petition, SCCL had taken into

consideration the premium on the coal price.

12. The State Commission, vide its order dated 01.04.2024
(“Impugned Order 17) , disposed of OP No. 13 of 2023, in favour of the
Telangana DISCOMs, holding as under:

... the petitioners are entitled to the relief as prayed for,
whereby the respondent is estopped from levying any
premium on the coal price for whatever quantities agreed
fo be supplied in terms of the PPA. The respondent also
shall continue to desist from levying any premiums
henceforth until it has started production from the Naini coal
block allotted to it as it is denuding the petitioners the
benefit of cheaper coal availability through the variable cost
paid by the petitioners, which is ultimately beneficial to the
end consumers.
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APL No. 256 OF 2024 & 1A No, 880 OF 2024 & 1A No. 920 OF 2024 & [A No. 794 OF 2023 ‘
&

APL No. 19 OF 2025 & TA No. 1907 OF 202_4
13. The State Commission, vide its Order dated 28.06.2024

(“Impugned Order 2”), disposed of O.P. No. 4 of 2024 filed by
SCCL/STPP approving enerdy charge rate and fixed charges taking into

consideration premium on coal price, which according to Telangana
Discom is in contravention to TSERC Order dated 01.04.2024 in OP No.
13 of 2023 ( “Impugned Order 1”), . The Telangana Discom also stated
that R & M expenses approved under “Impugned Order 2”7 were
contradictory to its earlier orders dated 28.08.2020 (MYT Order) and
23.03.2023 (mid-term review order in O. P. No. 77 of 2022).

14. The Telangana DISCOMS, filed a petition seeking review of the
“Impugned order 2” passed in O.P. No. 4 of 2024, which was dismissed
by State Commission by its Order dated 28.10.2024. Telangana
DISCOMS, aggrieved by the Order dated 28.06.2024 passed in O.P. No.
4 of 2024 on the issues of fixation of energy charge rate and annual fixed
charges in so far as the same runs contrary to the “Impugned Order 17
dated 01.04.2024, and the approval of R & M expenses contradictory to
its earlier orders dated 28.08.2020 ( MYT Order)} and 23.03.2023 { mid-
term review order in O.P. No 77 of 2022), has preferred Appeal No. 19 of
2025.

15. The SCCL, challenging the order dated 01.04.2024 passed in OP
No. 13 of 2023 ( Impugned Order 1) to the extent that the State
Commission has overstepped its jurisdiction by deciding the cost of coal
to be charged by the SCCL for coal supplied through Bridge Linkage and
also recovery of the said cost from Telangana DISCOMs, when power is
supplied under the PPA by STPP, has preferred Appeal No. 256 of 2024.
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SUBMISSIONS OF TELANGANA DISCOMs

16. Ms Swapna Seshadri, leamed counsel for Telangana Discoms submitted
that Telangana Discoms have signed the Power Purchase Agreement
(PPA) dated 18.01.2016 (the “PPA”) with the thermal generating plant of
SCCL, i.e., the 2x600 MW located in Jaipur, Mancherial District,
Telangana (the “STPP”), though without mentioning the source of coal,
but with the understanding that the STPP would receive coal from the
Naini Coal Block, as a captive coal block and a mine integrated with the
STPP, and allocated to STPP in terms of the Allotment Agreement dated
30.03.2015. It is further submitted that SCCL is primarily a coal mining
company and the STPP is housed within SCCL, with no separation in
terms of accounts and personnel. Since SCCL did not develop the Naini
Coal block in time, STPP applied for ‘Bridge Linkage’ to the Ministry of
Coal, i.e., coal to bridge the time between the operationalization of the
STPP and the captive coal mine, as per the Bridge Linkage Policy
Guidelines of the Ministry of Coal dated 08.02.2016. Pursuant to grant of
the bfidge linkage, SCCL and STPP signed a Memorandum of
Understanding dated 01.11.2017 (the “MoU"), which was anﬂended from
time to time and imposition of the ‘premium’ over the Notified Price is
incorporated in these MoUs, to which the Telangana Discoms are not a
party and there was no consultation with the Discoms, while signing these
MOUs. There is no authority granted to coal companies to impose
Premium on such Bridge Linkage in the Policy Guidelines.

Regarding the contention of SCCL that coal pricing falls exclusively within the
domain of coal companies, as a result, Electricity Regulatory Commissions are
barred from oversight on the same, learned counsel submitted that it is an

unwarranted extrapolation of the effect of the deregulation of coal pricing under
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the Colliery Control Order, 2000. The cost of coal along with other cost
elements — like loading charges, transportation charges, washery
charges, etc., constitute part of the variable charges and are determined
by the State Commission under Section 86(1) (a) read with Section 62.
The costs so determined, are passed on the beneficiary, i.e., the
Telangana Discoms and form part of the cost of power purchase in
determination of retail supply tariff under Section 86(1)(a)&(b). The Colliery
Control Order, 2000 merely removed the function of price determination from the
Govemment of India in relation to coal. There was no positive function assigned
to the coal companies, nor a judicial or regulatory bar on its oversight. Coal
suppliers operate akin to any other supplier to a power plant and are subject to
the same regulatory framework. SCCL contention seems to read as an
exclusive authority fo itself to fix whatever rates it deems fit including premiums
with the impression that there is no other authority which seems to have this
power, however, learned counsel submitted that such an interpretation, if
accepted, would amount to coal companies assuming authority not conferred
upon them either under the Colliery Control Orders or the Bridge Linkage

Guidelines.

17. It is further submitted that the tariff payable to the STPP Division of
SCCL for power generation is determined by the State Commission under
Section 62 of the Electricity Act, 2003. The PPA, forming the basis of such
tariff, was approved by the State Commission vide Order dated
22.10.2021 in O.P. No. 8 of 2016, wherein the Commission directed
certain revisions to the PPA, the revisions relevant to the present appeal
are set out hereinbelow.

(a) Replacement of Ariicle 4.3 that Variable Charges shall be

determined as per TSERC Regulation
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(b) Deletion of Annexure Ill (Computation of Variable Charges) &
Annexure IV (Computation of Delivered Cost of Coal —

Thermal Plants)

18. Learned counsel submitted that upon execution of the 3rd Supplementary
MoU, which was executed on 16.04.2021, the Telangana Discoms filed Petition
O.P. No. 13 of 2023 under Section 86(1)(f) of the Act, challenging the imposition
of premium by SCCL as being contrary to the PPA and the applicable
Regulations, specifically invoking the jurisdiction of the State Commission
contending that such imposition is contrary to Clause 21.6.1 of the TSERC
(Terms and Conditions of Generation Tariffy Regulations, 2019. Further, in its
reply filed in O.P. No. 13 of 2023, SCCL contended that the imposition of
premium was required to be treated as a pass-through under change in law
and that only the Central Electricity Regulatory Commission would have
the jurisdiction to determine the input price of the Naini Coal Block and
that the State Commission does not have the jurisdiction, since SCCL
comes under the control of Ministry of Coal. Learned counsel further
submitted that the State Commission in exercise of its powers under
Section 86(1)(f), has held that the Premium could not form part of the coal
cost under “Impugned Order 1” dated 01.04.2024 in OP No. 13 of 2023.

19. Regarding the contention of SCCL , being advanced before this Tribunal
that coal companies possess an exclusive right to determine the price of coal
recoverable from consumers and that the State Commission lacks jurisdiction to
determine the coal cost; learned counsel submitted that it-is - premised on two
incorrect assumptions that State Cqmmission has fixed the coal price andfor
determined what elements would be included in the landed cost of coal and
whether Premium form part of the coal price?
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20. Learned counsel submitted that it is not disputed that SCCL, like
other coal companies, determines the price at which it wishes to sell the
coal to its consumers like the STPP, however, that does not take away the
regulatory power of the State Commission to assess the prudence and
reasonablenéss of cost components and pass through only such
components it considers prudent. The status of coal companies is no
different than any other vendor or service provider that states a price for
its product/service. As part of ‘regulating’ electricity purchase and
procurement, the State Commission has the authority to determine and
conduct a prudence check on all components of price of electricity. Even
in the absence of specific regulations, the State Commission retains the
jurisdiction to undertake such prudence checks guided by the principles
under Section 61 of the Electricity Act, 2003. In this regard, the
observations of the Supreme Court in “Municipal Corporation of Delhi
v. Gagan Narang” 2025 SCC OnLine SC 19, are apposite. By referring
to another Supreme Court judgment in “PTC India Ltd. v. Central
Electricity Regulatory Commission” (2010) 4 SCC 603, learned
counsel contended that the Supreme Court has considered the scope of
the regulatory functions of the Electricity Regulatory Commissions, in the
presence and de hors regulations. In either of the cases i.e., whether the State
Commission undertakes the prudence check in exercise of its powers under the
Regulations framed or in the absence thereof, the source of such power is under
Section 62 read with Section 86 of the Electricity Act 2003 only. The power to
determine tariff, which inherently includes the authority to allow or disallow
specific cost components, is an integral part of the Commission’s statutory
regulatory functions. Furthermore, even when the State Commission
exercises its powers under Section 86 (1) (f), it is not that it loses its power
for tariff fixation or the principles contained under Section 61, 62 or 64 of
the Electricity Act, 2003. '
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21. Learned counsel contended that the input price of captive coal
mines allocated under the Coal Mines (Special Provisions) Act, 2015 is
also being determined by the Appropriate Commission under the |
framework of the Electricity Act, 2003, to ensure that the transfer price of
coal from mine to power plant is neither arbitrary nor inflated. This
reinforces the settled legal position that the Appropriate Commission not
only possesses the jurisdiction but is statutorily obligated to ensure that
all components of the electricity price are reasonable, irrespective of

whether coal is procured through linkage, auction, or captive sources.

22. Learned counsel submitted that SCCL has erroneously contended
that the Telangana Discoms case on the State Commission’s jurisdiction
is based solely on Regulations 21.8 and 21.9 of the TSERC Tariff
Regulations, 2019, in fact, the Telangana Discoms have consistently
maintained that such jurisdiction flows directly from the Electricity Act,
2003. The Tariff Regulations framed by the State Commission are only in
furtherance of the power to regulate tariff conferred on it comprehensively
by the Electricity Act, 2003. It is well settled that delegated legislation
cannot confer jurisdiction beyond the Parent Act. While the vires of the
Regulations are immune from being challenged before this Tribunal, as
held in PTC India Ltd. v. CERC, it itself holds that any question of
interpretation of the Regulations would very much lie before this Tribunal.

23. Regarding the contention of SCCL that the scope of the State
Commission’s jurisdiction is limited to disallowing procurement from the
concerned sources i.e. in case cost of coal is high then plant may be
denied scheduling, learned counsel submitted that it is erroneous and

contrary to the statutory mandate under Sections 62 and 86(1)(a) and (b)
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of the Electricity Act, 2003. The Multi Year Tariff Regulations framed by
the State Commission envisage a detailed scrutiny of all cost components
for each control period, and empower the Commission to regulate and
determine tariffs accordingly. Further, any dispute arising out of the PPA
falls squarely within the adjudicatory domain of the State Commission. In
exercise of its regulatory functions, the Commission is empowered to
apply various methods to regulate electricity price including prescription
of normative operational and financial parameters (e.g., normative interest
rates without interfering with a bank’s autonomy), determining price caps,
monitoring market alignment, enforcing competitive bidding etc. Thus, the
regulatory oversight of the State Commission encompasses all aspects of
tariff determination and the manner of its exercise is a matter within its
exclusive jurisdiction. As such, in the context of the present appeals, the
Commission has not determined the price at which coal mining companies
may charge to its consumers but has merely determined, based on
prudence, what component of such cost may be passed through by STPP
to the TS Discoms. _

24. Learned Counsel piacing reliance upon the scope of the TSERC
Generation Tariff Regulations, 2019, referred to the provisions contained
in' Regulations 21, 21.1, 21.8 and 21.9 thereof. As per Regulation 21.8,
the landed cost of fuel includes the following components; (a) the price of
fuel corresponding to its grade and quality of fuel; (b) Royalty and taxes
as applicable; (c) transportation costs by rail, road, or any other means,
and (d) normative transit and handling losses. Furthermore, in terms of
Regulation 21.9 of the said Regulations, where fuel is procured from
sources other than those mutually égre_ed upon between the generator
and the beneficiary, the State Commission is entitled to make a prudence
check in approving the price of alternative fuel and if there is an increase
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in price of fuel above the stated threshold then prior consuitation with the
beneficiary is required. It is, therefore, evident that generators do not have
unchecked power to decide prices in any situation. Any ‘Premium’ on the
coal price is not contemplated in the above cost components. It is further
asserted that the TSERC 2023 Regulation (Regulation 46.4, 2nd Proviso)
expanded the categories to include washery charges and sampling
charges and the State Commission has not recognised “premium” as one

of the componerits of landed cost of fuel.

25. Learned counsel submitted that SCCL has taken two conflicting
stands like (a) Premium is part of the ‘price’ of coal; and (b) Definition of
landed cost of fuel is an inclusive definition and must include the premium
also.

Firstly, it is submitted that the premium does not constitute a part of
the coal price. The Price Notifications issued by coal companies from time
to time, pursuant to the deregulation of pricing under the Colliery Control
Order, 2000 (framed under the Essential Commodities Act, 1955), clearly
delineate the basic price separately for the power and non-power sectors
and wherever there is a premium to be levied, that is indicated separately.
Notably, there is no mention of any premium applicable to-bridge linkage
consumers. Additionally, other elements of the landed cost—such. as
loading charges, royalty, taxes, and sampling charges are indi\/idually
itemized. This notified price is universally .considered to be the default
price of coal save any terms agreed contractually or any price discovered

in the spot market.

Secondly, the definition of "landed cost" as employed in the relevant
Regulation is not inclusive in nature; rather, the use of the expression

“shall include” in this context must be read exhaustively in so far as the
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categories mentioned therein. Whether a statutory list is to be interpreted
as exhaustive or inclusive depends on the context of the list. In this regard,
learned counsel placed reliance on the judgment of the Supreme Court in
“South Gujarat Roofing Tiles Manufacturers Association v. State of
Gujarat” (1976) 4 SCC 601.

However, on SCCL'’s contention that the definition of “landed cost”
is inclusive and may extend to include premium, it is submitted that, in the
absence of a specific provision in the Regulations, the State Commission
is entitled to adjudicate, applying Section 61 of the Electricity Act, 2003,
what cost components to be included in the landed cost of coal. This
principle has recently been reiterated and expanded by the Supreme
Court in “Power Grid Corporation of India Ltd. v. Madhya Pradesh
Power Transmission Co. Ltd. & Ors.” 2025 SCC OnLine SC 1128.

Regarding the contention of SCCL that accepting this would amount
to fixing prices for services provided by other entities, such as the
Railways, learned counsel submitted that while railways can determine
the cost of providing the transportation, however, if it seeks to levy
arbitrary and unjustified levy of over the top costs, it cannot be the case
that the State Commissions are restrained from evaluating what is or what
is not a reasonable cost for a particular service and deny pass through of
the same. The affected party which is the generator would be free to avail
of any remedy available in law to address the costs. The State
Commission, under Section 61 of the Electricity Act, 2003, does not fix
prices of third-party services like those of railways. Instead, it conducts a
prudence check on the cost components claimed by generators as part of
the landed coal cost, to ensure only reasonable and justifiable expenses
are passed on to consumers, an action well within its regulatory mandate.
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Further, it is submitted that the State Commission is empowered to
examine each ¢ost comiponent such as water cess, GCV-related charges,
or any other levy to determine its admissibility in tariff. The same principle
applies td the premium, which is a separate component levied over and
above the basic coal price and does not form part of the coal mining cost.
Therefore, regulatory scrutiny of such components does not equate to
price fixation for external service providers but is a necessary function of
tariff determination under the regulatory framework.

26. Learned counsel for the SCCL has relied on certain MoUs entered
into with other generators to justify the imposition of premium; however,
such MoUs pertain to projects not located in Telangana and whose
beneficiaries are unidentified. Further, SCCL has been supplying coal to
the STPP to meet 100% of its availability requirement, even though it was
required to supply only on best efforts basis and that too to the extent of
75% of the Agreed Requirement which is 90% of normative requirement
of the plant operating at 85% PLF (with 80% being the Target PLF in the
PPA between STPP & TS Discoms). As a result, STPP by consistently
declaring full availability, recovered 'ité entire fixed costs, and earned
substantial incentives, while simultaneously recovering premiums over
and above the notified price of coal at its discretion.

" 27. Regarding the contention of SCCL that increase in cost of coal was
marginal or lower than other sources, learned counsel submitted that the
Iegality of the cost sought to be imposed on Telangana Discoms must be
assessed on individual basis under the applicable Regulations and the
PPA. The parties under the PPA had agreed to reduce coal costs using a
captive coal block, and in its absence, the Bridge Linkage was provided
by the Government. The key issue is whether SCCL acted as per the
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applicable policy. It is not relevant to compare from spot market prices or
the conduct of other coal companies and it is an admitted fact that SCCL
supplied coal to STPP to comply with its 10% statutory mandate, which
allowed STPP to declare higher-than-normative availability and claim
incentives, fixed, and variable charges—ali sourced from SCCL’'s own
operations. SCCL must follow the Government Policy and cannot

arbitrarily choose its coal recipients.

28. Learned counsel also submitted that SCCL, being a government
company, is required to maintain transparency in its pricing, which must be
available in the public domain. The end beneficiaries cannot be left without
recourse to challenge the pricing imposed by coal companies. While a price
notification published publicly may be challenged before the appropriate forum,
a pricing term within a private contractual arrangement cannot be questioned by
third parties. Therefore, it is impermissible to include a cost component in the
landed price of coal that is beyond regulatory oversight. The learned counsel
submiﬁed that it is only the State Commission that exercises regulatory
oversight herein as it is within the domain of the State commission to
determine what would and would not constitute landed cost of coal for the

purposes of computation of ECR.

SUBMISSION OF SCCL

29. Mr Sanjay Sen, learned senior counsel representing SCCL
submitted that main issue in the present case is regarding the jurisdiction
of State Commission to, inter alia, hold that State commission, while
exercising powers under Section 86 (1)(b) of the Electricity Act 2003 to
regulate Power Purchase Agreements executed by generating company

with the State Discom, can also regulate the price or coal and /or issue

Page 19 of 60



Judgment in

PL Ng. 256 QF 2024 & 1A No. 880 OF 2024 & [A No. 920 OF 2024 & 1A No. 734 OF 2025

&
APL No. 19 OF 2025 & 1A No. 1907 OF 2024

directions to the supplier of coal in the matter of coal pricing. Learned
senior counsel pointed out that specifically foliowing findings and
conclusions made by State Commission in the Impugned Order 1 dated
01.04.2024 are wrong and deserves to be set aside; there is no factual or

legal basis to come to these findings like.

(a)lt is not clear from record as to whether SCCL was authorized
to notify the tariff, even for Bridge Linkage coal supplied to end
use plants;

(b)SCCL appears to have overstepped its authority in
determination of tariff of coal and not only fixed the tariff for
coal supplied but also added the premium to be paid for coal;

(c) The action of the SCCL in determining not only the coal price
but also including premium to the said price is'beyond the
agreement

(d)STPP did not pay any interest in establishing the captive coal
mine expeditiously and went before SLC seeking extension of
time repeatedly. Such attitude of STPP shows ulterior intention
to continue the bridge linkage of coal obtained pending
establishment of the captive coal mine.

(e)TSDISCOMs are entitled to relief as prayed for, whereby SCCL
is estopped from levying any premiums henceforth until it has
started production from the Naini coal block allotted to it as it is
denuding the Telangana DISCOMs the benefit of cheaper coal
availability through the variable cost paid by the Telangana
DISCOMSs, which is ultimately beneficial to the end consumers

30. Learned senior counsel submitted that it is an admitted position that
the SCCL supplied coal from its own coal mines, which are not captive to

its thermal power plant; namely the Singareni Thermal Power Plant
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(“STPP"/“the Power Project’). The SCCL operates primarily as a coal
company, akin to Coal India Ltd. Coal, being a scarce natural resource,
was nationalized, and its distribution is regulated by the Central
Government and accordingly, the SCCL supplies coal in accordance with
prevailing central policies in which price of coal is determined by the Coal

companies, which are government companies.

31. The Consumers of coal obtain coal linkage through the Ministry of
Coal, based on decisions of the Standing Linkage Committee, which are
binding on coal companies. The SCCL supplies coal under the Bridge
Linkage route to other similar consumers at the same price at which coal
is supplied to its own generating station. The extant coal policy does not
authorize any person or authority, apart from the coal company, to
determine or regulate coal prices. Consequently, the electricity regulator,
being a tribunal (statutory body) with limited jurisdiction, could not have
exercised jurisdiction on matter concerning the price of coal. The
impugned order does not refer to any provision of the statute or regulation
in relation to its jurisdiction to determine / regulate the price of coal. It does

not have the powers of judicial review.

32. As per the extant policy relating to Bridge Linkage, the Ministry of
Coal, by letter dated 30.08.2016, confirmed that the Standing Linkage
Committee (“SLC”), in its meeting dated 18.03.2016, granted Bridge
Linkage for operating SCCL’s 2 x 600 MW Thermal Generating Station.
This Bridge Linkage, initially granted as an interim measure, has been
extended from time to time and is expected to continue until coal becomes
available from the allocated Naini Coal Block in Odisha. The linkage was
specifically granted to meet the coal requirements of the SCCL plant
during the period when the Naini Coal Block was not operational. The
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Naini Coal block faced delays due to forest clearance and other regulatory
issues. Since the power plant was ready for commissioning, the Ministry
of Coal/SLC recommended allocation of coal from the SCCL’s own mines
under Bridge Linkage to ensure fuel supply continuity. Further, extensions
were granted by the SLC in meetings dated 10.04.2018, 21.02.2023, and
13.02.2024, after the SCCL explained the delay in operationalising the
Naini Coal Block. Once the Ministry of Coal/ SLC accepted such reasons
and extended the linkage, the State Regulatory Commission cannot,
thereafter, sit on judgment over the decision of Ministry of coal and / or
find fa;_\ult with the Appellant for not operationalizing the coal block,
including the continuation of Bridge Linkage beyond the initial 3 years or
its pricing. The State Commission’s contrary findings deserve to be set
aside. Pursuant to the Bridge Linkage grant, the Appeilant executed
multiple MoUs dated 01.11.2017, 06.04.2018, 30.03.2020, 12.11.2020,
16.04.2021, 28.03.2022, and 29.03.2023.

33. Learned senior counsel placing reliance on the provision of the
Electricity Act, 2003 and the TSERC (Terms and Conditions of Generation
Tariff) Regulations, 2019 submitted that there are no provisions that
permits / allows the electricity regulator to exercise jurisdiction on matters
of coal pricing; specific reliance was placed on Regulation 21.6, which
governs computation of the Energy Charge Rate (ECR) and is based on
the weighted average “landed price” of primary fuel for computation of the
ECR. Regulation 21.8, clarifies that the landed cost of fuel for the month
to include the price of fuel corresponding to the grade and the quality of
fuel inclusive of royalty, taxes and duties as applicable, transportation,
cost by rail/ road or any other bills and provides that for the purpose of
computation of energy charge, the cost shall be arrived at after

considering the normative transit and handling losses as a percentage of
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the quantity of coal dispatched by the coal supply company during the
month as notified by the Central Commission. Regulation 21.9 deals with
the use of alternate source of fuel supply, other than as agreed by the
Generating Entity and beneficiaries in their PPA and on account of
shortage of fuel or optimization of economical operation through blending,
and certain restrictions are thereafter imposed; however, the said
provision has neither been relied upon in the Impugned Order 1 nor is it
applicable in the present case. As such, the PPA does not specify any
particular source of coal, including the Naini Coal Block. Further, the coal
supplied under Bridge Linkage cannot be construed as an ‘alternate
source’ within the meaning of the said Regulation, as its supply is not
occasioned by shortage or blending requirements, rather, Bridge Linkage
constitutes the primary and approved source of coal supply to the
Appellant's generating station, in accordance with the prevailing coal
distribution policy.

34. Learned senior counsel submitted that the Impugned Order 1 does
not at all refer to or rely upon any provision of the TSERC Tariff
Regulations, 2019 or the PPA dated 18.01.2016 and its amendment dated

22.05.2024. Notably, neither the original nor the amended PPA defines -

any specific coal source. The PPA provides that the variable charge is
computed on the basis of the landed cost of coal. Although the amended
PPA was executed after the Impugned Order 1, it also does not confer
any jurisdiction upon TSERC to regulate coal pricing. The amendment to
the variable charge clause in the original PPA merely aligns it with
Regulation 21.6 of the 2019 Regulations. The reliance on CERC
Regulations is misplaced, as the transfer pricing principles therein pertain
to captive coal biocks and are inapplicable to the present case.
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35. Learned senior counsel submitted that the National Coal Distribution
Policy 2007 and as amended in the year 2016, is limited only to the
manner in which coal can be distributed amongst various users. In
addition to the National Coal Distribution Policy, the Ministry of Coal has
issued a policy guideline through Office Memorandum dated 08.02.2016,
providing for the grant of Bridge Linkage to certain end-use power plants
that have been allocated coal blocks ; thus neither the said policy nor the
Office Memorandum provides for any authority to regulate or control the
price of coal, whether by the Central Government or by any agency or
authority appointed by the Central Government.

36. Learned senior counsel submitted that the relevant statutory / policy
framework entitles SCCL and other coal companies i.e. Coal India Limited
and its subsidiaries, to determine the price of coal. Initially, clause 4 of
the Colliery Control Order, 1945 empowered the Central Government to
fix the_sale price, or the maximum or minimum sale price, or both, subject
to which coal may be sold by colliery owners and any such notification
may fix different prices for different classes, grades and sizes of coal; and
different collieries. However, this was subsequently replaced by the
Colliery Control Order, 2000 (“CCO, 2000”), under which the role of
Central Government was only to prescribe, by notification, the classes,
grades and sizes into which coal may be categorized and the
specifications for each such class, grade or size of coal. As such, with
effect from 01.01.2000, the Central Government did not play any role in
fixation of price of coal. Similarly, earlier section 3(2)(c) of the Essential
Commodities Act, 1955 also empowered the Central Government to
control / regulate price of coal as an essential commodity, as specified in
the Schedule. Through the amendment dated 24.12.2006 to the Essential
Commodities Act, 1955, ‘coal was deleted from the list of essential
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commodities with effect from 12.02.2007. The said deletion was also
recognized by MoC in Clause 9 of the New Coal Distribution Policy, 2007
dated 18.10.2007. Consequently, the said Policy only provides for the
manner in which the coal is to be distributed but does not provide for the
pricing of coal. The Bridge Linkage Policy Guidelines issued vide O.M
dated 08.02.20186, clarifies that the role of Coal Controller was only limited
to quantification and regularization. Therefore, it is upto CIL/ SCCL to
determine the price of Bridge Linkage coal, and since the coal was to be
supplied on “best efforts basis” it was upto the seller to levy premium on
the same. It is furfher pointed out that in the SLC meeting dated
21.02.2023 regarding extension of bridge linkage to the Appellant, it was
recommended that “The rate for coal supplies against extended Bridge
Linkages would be decided by CIL/ SCCL”. Therefore, it is evident that
the pricing of coal, including under Bridge Linkage arrangements, or
otherwise is to be decided by CIL/SCCL.

37. Learned senior counsel placing reliance on the judgment of the
Supreme Court in “Pallavi Refractories v. Singareni Collieries
Company Limited & Ors.”, ( (2005) 2 SCC 227) submitted that the
decision relating to fixing the price of coal is taken by the Coal company
in terms of the extant law and policy and the reasons for differential
pricing. In addition, reliance was placed on the judgment of the Supreme
Court in “Ashoka Smokeless Coal India (P} Ltd. v. Union of India &
Ors.”, ((2007) 2 SCC 640) , and submitted that the judgement provides a
historical overview of the coal sector in India and it enumerates the
manner in which the price of coal was de-controlled over the years.

With reference to Impugned Order 2 dated 28.06.2024 State
Commission, while truing up the financials of SCCL for FY 2022-23 and
approving the Multi Year Tariff for the control period of FY 2024-25 to FY
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2028-29, has allowed the Energy Charge Rate (ECR) by taking into

consideration Bridge Linkage coal price along with premium. However, as

regards the issue of computation of ‘K-factor’ for the purpose of approval
of R&M expenses, this issue may be remanded to the State Commission

for fresh consideration.

38. Learned senior counsel concluded that in view of above
submissions and also a reading of the Colliery Control order 1945 and the
Colliery Control order 2000 (Ann.-J to IA for Addl. Docs. @ Pg. 278, V-I),
it is clear that the coal company has been vested with the power to
determine the price of coal. A statutory body created under the provisions
of the Electricity Act, 2003 cannot regulate the price of coal and/or issue
directions to a coal company as to what it should charge for supply of coal
under Bridge Linkage or otherwise and requested Tribunal to set aside
the Impugned Order 1.

Analysis and Deliberation

39. Heard Mr. Sanjay Sen, learned Senior Counsel appearing on behalf
of SCCL and Ms. Swapna Seshadri, learned Counsel appearing on behalf
of Telangana Discoms. The main issue, which emerges for deliberation
is, whether premium charged on coal price by SCCL for coal supplied to
its thermal plant under Bridge coal linkage can be denied by State
Commission as pass through in Energy Charge Rate (ECR) under
Impugned Order 1 dated 01.04.2024 or the same is to be allowed as
pass through in ECR as per Impugned Order 2 dated 28.06.2024. As
regards the issue of computation of ‘K-factor’ for the purpose of approval
of R&M expenses in the Impugned Order 2 dated 28.06.2024, raised by
learned counsel for Telangana Discoms, the learned Senior Counsel for
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SCCL has consented that this issue may be remanded back to the State
Commission for fresh consideration. Elaborate submissions have been
made by learned Counsel on behalf of Telangané Discoms and learned
Senior Counsel on behalf of SCCL regarding the jurisdiction of State
Commission over denial of premium paid on coal price under Bridge coal
linkage by Singareni STPP to SCCL.

40. Itis a fact that SCCL was allotted NAINI coal blocks located in the
State of Odisha to meet coal requirement of its 2 X600 MW Thermal
Power project (STPP) vide allotment letter dated 13.08.2015. The power
purchase Agreement was entered into between SCCL and Telangana
Discoms on 18.01 .2_01 6 for supply of 100% power generated from the said
STPP, at a tariff to be determined by State Commission and the PPA to
remain valid for 25 years from COD of the plant. SCCL has submitted that
it had applied for grant of bridge linkage for supply of coal for STPP, as
commencement of coal production from Naini coal mines as per Allotment
Agreement was scheduled for Decembef 2020, while commissioning of
generating units of STPP was expected in 2016. it is noted that Ministry
of Coal, GOI vide its notification No 23021/3/2015-CPD dated 08.02.2016
issued guidelines for grant of “Bridge Linkage” to specified end use plants
of Central and State Public Sector Undertaking (both in Power as well as
Non-Power) which have been allotted coal mines/blocks. The Bridge
linkage is to act as a short term linkage to bridge the gap between
requirement of coal of a specified end use plants of Central and State
PSUs and the commencement of production from the linked allotted coal
mineé/blocks, and this bridge linkage may be granted for a fixed period of
three years from the date of allotment of coal mine/block, and the following
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procedure for grant of Bridge Linkage is mentioned in the above

notification:

“PROCEDURE:

(1)

(i)

(iii)

Every plant desirous of availing ‘Bridge Linkage' shall be required to
apply to Ministry of Coal (MoC) in the prescribed format (enclosed)
along with prescribed processing fee. The prescribed application fee
should be paid through a Demand Draft amounting to Rs. 2000/-
(Two thousand only) per Mega Waltt, subject to a maximum of Rs.
5,00,000/- (Rs. Five Lakh only), in favour of "Pay and Accounts
Officer, Ministry of Coal" payable at New Delhi. The application
fees/processing fees once remitted and deposited would be "Non
Refundable”, whether the application/request is accepted or refected
by the Competent Authorily for grant of 'Bridge Linkage' If a
particular End Use Plant has already submitted an application with
processing fee in the Ministry of Coal for grant of normal coal linkage
in respect of that particular unit for which bridge linkage is requested
then this unit would not be required to pay processing fee again. It
will simply apply in the prescribed format to Ministry of Coal without
payment of application fee. After receipt of application, the existing
procedure of getting reporis/recommendation from concerned
Ministries efc. in each individual case, similar to the normal
procedure for authorizing LoA, would be followed by the Ministry of
Coal.

After receipt of application for 'Bridge Linkage' and before sending
it to the concerned Ministry, a certification shall be obtained from CA-
Il Section of MoC regarding allotment of coal mine/ block to the
applicant and specified end use plants (EUPs) thereof.

On receipt of recommendation from the concerned Ministry, the
request shall be placed before the Standing Linkage Committee
(Long Term) [(SLC(LT)] meeting for each individual case, The
recommendation of SLC (LT) shall be submitted for approval by the
Competent Authority. Thereafter, CIL/SCCL shall be intimated
accordingly who shall decide the grade, source, etc. The
quantification shall be done by Coal Controller Organisation (CCO)
and informed to CIL/SCCL and applicant allottee company.
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(iv) Coal Controller shall be responsible for quantification and
regularization of 'Bridge Linkage' in consuitation with CIL/ SCCL.
Based on approval by SLC (LT), Ministry of Coal shall intimate
details of the approved schedule to CIL/SCCL, which shall be duly
incorporated in the MoU to be concluded between concerned coal
company and allottee company “.

41. It is noted fromthe letter dated 30.08.2016 of Ministry of Coal, that in
terms of Ministry of Coal, GOI notification dated 08.02.2016, bridge linkage
was approved for the STPP from the SCCL for three years valid from
13.08.2015 to 12.08.2018 and source of which was to be finalised by SCCL
in consultation with Railways. It is an admitted pbsition that such Bridge

Linkage was extended from time to time in following manner:

Date of granting Duration Period
linkage
10.04.2018 5 years 2018 — 2021
2021 to 2023 on tapering basis
21.02.2023 1 year 2023 — 2024 on tapering basis
13.02.2024 1 Year On tapering basis

42. Thus, bridge linkage for the STPP has been provided in terms of
Notification dated 08.02.2016 of the Ministry of Coal, from SCCL, the
company which also owns the STPP, and we believe that same must have
been made after considering all relevant factors which lead to delay in
development of allotted capital coal mine at NAINI for the STPP and need of
Bridge linkage for longer duration, which is within the purview of Ministry of
Coal and beyond our jurisdiction.

43. Further, no dispute has been raised by Telangana Discoms before us

regarding the allocation of Bridge Linkage by SCCL for its STPP, other than

levy of Premium over cost of coal supplied under it. However, we note that
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State Commission in Para 27 of Impugned Order 1 dated 01.04.2024 has
made observation about lack of interest on the part of SCCL in developing
the captive coal mine and to seek Bridge linkage, which smacks of ulterior
intention of SCCL to continue the bridge linkage of coal whereby it gets
power to determine the coal price according to its whims and fancies and
burdening the end consumer. Such remarks by State Commission, in our
view, is unwarranted since grant of Bridge Linkage in the event of delay in
coal supply from captive coal mines, and its source falls within the purview

of Ministry of Coal.

44, Broad Policy Regime in Coal Sector with regard to fixing coal

price

Highlights of Judgements, pertaining to present issue, relied on by learned

Senior counsel for SCCL, are as summarised below:

Pallavi Refractories v. SCCL and Ors. reported as (2005) 2 SCC 227
The appeals by grant of special leave had been filed by the writ
petitioners the appellants herein, against the common order passed by
the High Court of Andhra Pradesh in a group of writ petitions. The High
Court in the impugned judgment has upheld clause 10 of Price
Notification No. 3/96-97 dated 14-3-1997 issued by M/s Singareni
Collieries Co. Lid., which imposed a 20% higher coal price on non-
corefunlinked sector industries compared to core/linked sector industries.
The appellants - coal based small industries, contended that this dual
pricing was arbitrary and violated Article 14 of the Consfitution. The
Respondent, a government-owned company, defended the pricing policy
on grounds of financial necessity and the essential national role of core
industries. The Supreme Court upheld the High Court’'s decision, ruling
that the classification between core and non-core industries was rational,

based on consumption levels and national importance, and that dual
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pricing did not amount to hostile discrimination. It further held that there
is no such law that a particular commodity cannot have dual fixation of
price. Dual fixation of price based on reasonable classification from
different types of customers have met with approval of courts. The High
Court rightly came to the conclusion that Clause 10 of the price
notification did not violate the equality clause of Article 14 of the
Constitution and also emphasized that price fixation is a policy matter,
largely beyond judicial review, unless it is shown to be arbitrary or
discriminatory, which was not the case .here. The appeals were .

accordingly dismissed.

Ashoka Smokeless Coal India (P) Ltd. v. Union of India & Ors.,
reported as (2007) 2 SCC 640

In this case, the validity and/or legality of a scheme framed by the Coal
India Limited for sale of coal by Electronic Auction (E-Auction) was in
question. The Supreme Court opined that, the coal companies evolve
price fixation but, they have been doing so at the instance of the Central
Government. The Central Government seeks o exercise its statutory
power. However, such a power is confined to four corners of the Colliery
Control Order, 2000. When there is no control over price, the Centrai
Government is forbidden fo issue any direction which will have an impact
thereover. The Supreme Court further highlighted that in relation to
fixation of price or other related matters, the Central Government,
therefore, has no say. Under Colliery Control Order, 2000, the power of
the Central Government is limited exclusively to regulating the supply of
coal i.e., determining the recipient, quantity, mode, period, or source of
supply. It has no authority to regulate price, as coal pricing was
deregulated post-2000. Supply and/or disposal of coal which is governed
by Colliery Control Order, 2000, pertains solely to matters such as: to
whom the supply would be made, what would be the quantity, the mode,
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period or the source of supply. Such a power to issue directions would
not include fixation of price. Consequently, the Central Government lacks
the power, whether directly or indirectly, to issue any directions under
Clause 6 read with Clause 9 of the said order that effectively regulate or
influence pricing under the guise of regulating disposal of coal, such as
through e-auctions. Therefore, the Central Government cannot issue any

direction which would have direct or indirect impact on price of coal.

45. Itis understood, from the submissions made, that India’s coal pricing
policy has undergone a significant transformation—from rigid government
control to a more market-responsive framework. Until 1990s, coal prices
were regulated under the provisions of the Colliery Control Order, 1945
and the Essential Commodities Act, 1955. In the year 1996, the
Government of India began deregulating coal prices, which ultimately
culminated in the Colliery Control Order, 2000. This Order redefined coal
governance by emphasizing quality assurance, ensuring transparency,
and enhancing regulatory accountability, while paving the way for price

deregulation and market-based coal allocation in subsequent reforms.

" 46. It is noted that the Coal was originally classified as an “essential
commodity” under the Essential Commodities Act, 1955; however,
pursuant toc an amendment dated 24.12.2006, coal was omitted from the
list of essential commodities with effect from 12.02.2007. Post Colliery
Control Order 2000, coal prices were no longer fixed by the Government
but were instead notified by coal companies and were influenced by cost
of production, transportation charges, quality parameters, and prevailing
market demand. While the Government of India does not exercise control
over price fixation, it retains powers to regulate supply and quality through
the Coal Controller. The Coal Controller ensures correct grade

declarations, quality surveillance, and adjudication of disputes between
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consumers and collieries. Learned counsel for the Telangana Discoms
have also admitted that Colliery Control Order, 2000 did remove the
pricing function from Government of India with regard to coal but there is
no bar of judicial /regulatory oversight. Learned Senior counsel for SCCL
also submitted that post Colliery Control Order 2000, Central Government
did not play any role in fixation of coal price; deletion of coal from the list
of essential commodities stands duly recognized by the Ministry of Coal
under the New Coal Distribution Policy, 2007 dated 18.10.2007 and the
said policy only specifies the manner in which coal is to be allocated and

distributed among various categories of consumers/users.

47. Thus, from the above, it is clear that the post Colliery Order 2000
era, it is the coal companies which can fix the price of coal and same
position has been affirmed by the Supreme Court in its judgements
“Pallavi Refractories v. Singareni Collieries Company Limited &
Ors.”, (2005) 2 SCC 227) and "Ashoka Smokeless Coal India (P) Ltd.
v. Union of India & Ors.”, ((2007) 2 SCC 640). The coal prices are no
longer fixed by the Government, however they are subjected to regulatory
oversight and Government retains powers to regulate supply and quality
through the Coal Controller. The questioh in the present case is whether
such regulatory oversight/control can be extended to the price of coal
charged by coal companies on the end consumer under Bridge Linkage
Arrangement, which in the present case is by SCCL to STPP, and whether
the premium charged by coal companies can be regulated by the
Electricity Regulator i.e. State Commission, which is deliberated in

subsequent paragraphs.

MOUs entered into between SCCL and the STPP and provisions of
TSERC Regulation 2019
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48. Learned counsel for the Telangana Discoms have submitted that
pursuant to getting Bridge Linkage, SCCL and STPP signed Memorandum
of Understanding (“MoU”) dated 01.11.2017, which was amended from time
to time and imposition of premiurh over the Notified price of coal is
incorporated in these MoUs to which Telangana Discom is neither a party

nor was consulted when these MoUs were signed.

49. It is noted from point (iv) of the Procedure under Ministry of Coal
Notification dated 08.02.2016, that based on approval by SLC, Ministry of
Coal shall intimate details of approved schedule to SCCL/CIL, which shall
have to be duly incorporated in the MoU to be concluded between the
concerned coal company and allottee company. Signing of MoU between
the concerned coal company and allottee company has been
contemplated under the Ministry of Coal, Gol Notification dated
08.02.2016. Thus, even hypothetically, if it is considered that bridge
linkage was assigned to STPP from CIL instead bf SCCL, then also STPP
and CIL would be required to enter into the MoU for such Bridge linkage.

50. Regarding the contention of Telangana Discoms that, in terms of
Regulation 21.9 of the TSERC Regulations 2019, when fuel is procured
from sources other than those mutually agreed upon between the
generator and the beneficiary, and there is an increase in price of fuel
above the stated threshold then prior consultation with the beneficiary is
required. Regulation 21.9, as reproduced below: |

“21.9. In case of part or full use of alternative source of fuel supply
by coal based Thermal Generating Stations other than as agreed by
the Generating Entity and Beneficiaries in their power purchase
agreement for supply of contracted power on account of shortage of
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fuel or optimization of economical operation through blending, the
use of alternative source of fuel supply shall be permitted to
Generating Station.

Provided that in such case, prior permission from Beneficiaries shalf
not be a precondition, unless otherwise agreed specifically in the
power purchase agreement:

Provided further that the weighted average price of use of alternative
source of fuel shall not exceed 30% of base price of fuel, however
the Commission will make a prudent check in approving the price of
alternative fuel, considering the improved GCV and impact of energy
rate on account of increased price of alfernative source of fuel
Provided also that where the energy charge rate based on weighted
average price of use of fuel including alternative source of fuel
exceeds 30% of base energy charge rate as approved by the
Commission for that year or energy charge rate based on weighted
average price of use of fuel including alternative sources of fuel
exceeds 20% of energy charge rate based on weighted average fuel
price for the previous month, whichever is lower shall be considered
and in that event, prior consultation with Beneficiary shall be made
not later than three Days in advance.”

51. Regulation 21.9 deals with the use of alternate source of fuel supply
on account of shortage of fuel or optimization of economical operation
through blending and prior consultation has been mandated under some
cdnditions. However we note that prior permission from beneficiaries
is not a precondition unless otherwise agreed specifically in the power
purchase agreement. No provision of PPA was referred to by learned
counsel for Telangana Discoms, which mandates such prior consultation
with them. In our view, the coal supplied under Bridge Linkage cannot be,
as such, construed as alternate source of fuel for blending purposes, and
therefore shall be construed as primary and approved source of coal
supply, and Regulation 21.9 is inapplicable; and accordingly we do not

find merit in this submission of Telangana Discoms.
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52. Our attention is drawn to the fact that though the NAINI coal block
was allotted to STPP in 2015, the PPA was signed on 18.01.2016
between the Telangana Discom and SCCL/STPP for supply of 100%
power from the STPP to Telangana Discom, which makes no mention of
source of coal under Annexure 1V of the said PPA, and it was agreed that
cost of coal shall be as per SCCL coal marketing department. In our
considered view, even if Telangana Discoms have signed the PPA with
the understanding that allotted coal mine was NAINI, they had accepted
while signing the PPA on 18.01.2016, that the cost of coal, which shall be
used for computation of variable energy charge shall be as per SCCL and
they shall be liable for payment of variable energy charge based on the
cost of coal worked out by SCCL itself. The said PPA dated 18.01.2016,
was amended only on 22.05.2024 as per State Commission order dated
22.10.2021, which included that “For any billing month, the variable
charges shall be determined as per TSERC Regulations”., In the amended
PPA also, source of coal has not been mentioned. On this count alsoc we
do not find merit in the submissions of Telangana Discoms that prior
consulitation from Telangana Discom was required by STPP for entering
into the MoU with the SCCL for Bridge Linkage.

53. Regarding the provision of variable charge to be as per TSERC
Regulations as per amended PPA dated 22.05.2024, we note that in the
TSERC (terms and conditions of Generation Tariff) Regulations, dated
04.01.2019, (“TSERC Regulations 2019”), under Regulation 21.6, in the
formula for calculafion of Energy Charge Rate (ECR), LPPF has been

considered, which is defined as under :

Page 36 of 60



Judgment in

APL No, 256 OF 2024 & JA No. 880 OF 2024 & 1A No. 920 OF 2024 & 1A No. 794 OF 202
&

APL No, 19 OF 2025 & 1A No. 1907 OF 2024

LPPF = Weighted average landed price of primary fuel in Rupees per
kg, per litre or per standard cubic meter, as applicable during the
month (in case of blending of fuel from different sources, the weighted
average landed price of primary fuel shall be arrived in proportion to
blending ratio.

54. Regulation 21.8 of TSERC Regulations 2019, defines landed price

of coal as below:

“21.8 The landed cost of fuel for the month shall include price of fuel
corresponding to the grade and quality of fuel inclusive of royalty, taxes
and duties as applicable, transportation cost by rail/road or any other
means (all these parameters to be shown separately), and, for the
purpose of computation of energy charge, and in case of coal shall be
arrived at after considering normative transit and handling losses as
percentage of quantity of coal dispatched by the coal supply company
during the month as notified by the Central Electricity Regulatory
Commission, for respective Year unless specifically approved by the
Commission;

Provided that any refund of taxed and duties along with any amount
received on account of penalties from fuel supplier shall be adjusted in
the fuel cost.” :

55. It has been contended by leamed Counsel for Telangana Discoms that
definition of landed cost of coal is not inclusive; the words “shall include” should
be read exhaustively and does not include premium. In support of this
contention, learned Counsel relied on the Supreme Court judgement in “South
Gujarat Roofing Tiles Manufacturers Association v. State of Gujarat”
((1976) 4 SCC 601). Leamed counsel for Telangana Discoms, referring to
sample price notification of SCCL dated 10.06.2023, also contended that though
said price reveal the basic Price separately for power and non-power
sector and wherever there is a premium to be levied, that is indicated

separately, however, there is no mention of any premium for bridge linkage
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consumers, in addition all other components of the landed cost — loading
charges, royalties, taxes, sampling charges, etc. are indicated separately
and thus premium does not form part of basic price itself.

56. Per contra, learned Senior counsel for SCCL argued that Bridge
Iinkagé is the primary source of coal available till operationalization of Naini
coal block as per prevailing coal distribution policy notification dated
08.02.2016 and the landed cost of such fuel is the delivered price of coal at
the generation plant and shall include premium and other charges, if any, in
the cost of coal as per TSERC Regulations 2019.

57. As noted hereinabove, the first few lines of Regulation 21.8 of the
TSERC Regulations read as ‘the landed cost of fuel for the month shall

include price of fuel corresponding to the grade and quality of fuel inclusive of
royalty, taxes and duties as applicable, transportat_ion cost by rail/road or any

»

other means (all these parameters to be shown separately), ................

58. While the first limb of the afore-extracted portion of Regulation 21.8
uses the word ‘include”, the second limb uses the word “inclusive of’
which also means “include”. Use of the word ‘includes’ conveys an
extensive meaning. The word “include” is generally used in interpretation
clauses in order to enlarge the meaning of words or phrases occurring in
the body of the statute and, when it is so used, these words or phrases
must be construed as comprehending not only such things as they signify
according to their natural import but also those things which the
interprefation clause declares that they shall inciude. (ESI Corpn. v. High
Land Coffee Works, (1991) 3 SCC 617; Oswal Fats & Oils
Ltd. v. Commr. (Admn.), (2010) 4 SCC 728; Municipal Corpn. of
Greater Bombay v. Indian Qil Corpn. Ltd., 1991 Supp (2) SCC 18 : AIR
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1991 SC 686; Associated Indem Mechanical (P) Ltd. v. W.B. Small
Industries Development Corpn. Ltd., (2007) 3 SCC
607;CTO v. Rajasthan Taxchem Litd.,(2007) 3 SCC 124; P.
Kasilingam v. P.S.G. College of Technology, 1995 Supp (2) SCC 348).

59. The word “include”, a word of extension, is used in an interpretation
clause when it seeks to expand and enlarge the meaning of the words or
phrases occurring in the body of the statute. (Forest Range Officer v. P.
Mohammed Ali, 1993 Supp (3) SCC 627; Doypack Systems (P)
Ltd. v. Union of India, (1988) 2 SCC 299; CTO v. Rajasthan Taxchem
Ltd., (2007) 3 SCC 124). It gives extension and expansion to the meaning
and import of the preceding words or expressions. When the word
“include” is used, it must be construed as comprehending not only such
things as they signify according to their natural import, but also those
things which the interpretation clause declares that they shall include. In
using the word “includes”, the legislature does not intend to restrict the
definition. It makes the definition enumerative, but not exhaustive. The
term defined will retain its ordinary meaning, but its scope would be
extended to bring within it matters which its ordinary meaning may or may
not comprise. (Mamta Surgical Cotton Industries v. Commr. (Anti-
Evasion), (2014) 4 SCC 87).

60. Craies on Statute Law (7th Edn., 1.214) states that an interpretation
clause which extends the meaning of a word does not take away its ordinary
meaning, and is not meant to preventthe word receiving its ordinary,
popular, and natural sense whenever that would be properly applicable, but
to enable the word as used in the Act to be applied to something to which it
would not ordinarily be applicable. (Black Diamond Beverages v. CTO,
(1998) 1 SCC 458).
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61. Both, in “Bharat Co-op Bank (Mumbai) Ltd vs Employee Union”
(2007) 4 SCC 685 and in “P. Kasilingam v. P.S.G College of Technolbgy”
1995 Supp2 (2) SCC 348, the Supreme Court has held that, when the word
“includes” is used in the definition, the legislature does not intend to restrict
the definition; it makes the definition enumerative but not exhaustive; the
word “include”, when used, enlarges the meaning of the expression defined,
that is to say, the term defined will retain its ordinary meaning but its scope
would be extended to bring within it matters, which in its ordinary meaning
may or may not comprise; and only if the use of word “means” is followed by
the word “includes” then it is indicative of the legislative intent to make the
definition exhaustive and would cover oniy those which fall within the purview
of the definition.

62. The expression “means and includes” indicates “an exhaustive
explanation of the meaning which, for the purposes of the
Act/Regulations, must invariably be attached to these words or
expressions”. (Dilworth v. Commissioner of Stamps [1899 AC 99, 105-
106:(1895-9) All ER Rep Ext 1576); Mahalakshmi Oil Mills v. State of
A.P. (1989) 1 SCC 164, 169). The use of these words suggests that the
provision is intended to cover only those categories specified therein. (P.
Kasilingam v. P.S.G. College of Technology, 1995 Supp (2) SCC 348).
It must be understood to be an extensive explanation of the meaning

which must invariably be attached to these words or expressions.

63. ltis clear, therefore, that, by use of the word “include/ inclusive of”
in a statutory provision, Rule or Regulation, the legislature or the
rule/regulation making authority, ordinarily, intends to make the provision

enumerative and not exhaustive, and to indicate that the provision
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comprises of other things not explicitly specified therein. It is only if the
word “means” or “means and includes” is used therein, can the statutory
provision be said to have, ordinarily, intended to exhaustively define the
said provision, make the definition a hard and fast definition, and prevent
any other meaning to be assigned to the said expression, than that is put
down in the definition. (P.Kasilingam & Ors. Vs. P.S.G. College of
Technology (AIR 1995 SC 1395: 1995 SCC Supl. (2) page 348;
Gough v. Gough: (1891) 2 QB 665; Punjab Land Development and
Reclamation Corpn. Ltd. v. Presiding Officer, Labour Court: (1990) 3
SCC 682). The provision, wherein the word “inciude” is used, would
require it to be read as not only comprehending such things as they signify
according to their natural meaning, but also those things which the
provision declares that they shall include. Significantly Regulation 28.1
uses the expression “include/ inclusive of’, and not the word “means” or

the expression “means and includes”,

64. Since reliance is placed on behalf of the Respondent Discoms, on
South Gujarat Roofing Tiles Manufacturers Assn. v._State of Gujarat,
(1976) 4 SCC 601, to contend that the word “include”, as used in
Regulation 28.1, should be read as “means” or to be understood as
exhaustive, we shall briefly note the facts of the said case and the law
declared therein.

in this case, manufacturers of Mangalore pattern roofing tiles challenged
a Gujarat Government notification under the Minimum Wages Act, 1948,
which fixed minimum wages for workers in the “potteries industry” as
defined in Entry 22 of the Act's Schedule. The key issue was whether
roofing tiles fell within the scope of Entry 22, which listed nine specific
pottery items. The appellant, an association of tile manufacturers,

challenged a subsequent Government notification dated May 12, 1975,
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which revised and applied minimum wages to their industry on the basis
that roofing tiles were included in Entry 22. The key legal question was
the interpretation of the word “inciudes” in the Explanation to Entry 22,
which listed nine specific potiery items (like crockery, glazed tiles, toys,
etc.). The appellants contended that the Explanation was exhaustive and
roofing tiles were excluded. The Gujarat High Court rejected this
contention and held that roofing tiles to be covered; the Supreme Court
reversed this finding, holding that the term “includes” in the given context
was used in a restrictive (not expansive) sense, effectively meaning
“means” and thus limiting Entry 22 only to the nine enumerated articles.,
Thus word includes has been used here in the sense of means. The Court
found no legislative intent to cover all pottery products and held that had
such intent existed, no such specific list would have been needed. The
Supreme Court quashed the 1975 notification as it applied to Mangalore
roofing tiles and allowed the appeal.

65. As held in South Gujarat Roofing Tiles Manufacturers Assn, the
word “include” is susceptible of another construction which may become
imperative if the context of the Act is sufficient to show that it was not
merely employed for the purpose of adding to the natural significance of
the words or expressions used. It may be equivalent to “mean and include”
and in that case it may afford an exhaustive explanation of the meaning
which, for the purposes of the Act, must invariably be attached to those
words or expressions. {(Oswal Fats & Oils Ltd.v.Commr.
(Admn.), (2010) 4 SCC 728). The word ‘“includes” is also used in
interpretation clauses to mean “comprises” or “consists of” or “means and
includes”, depending on the context. (N.D.P. Namboodripad v. Union of
India, (2007) 4 SCC 502). While, ordinarily, the word “includes” is used

in a provision to enlarge the meaning of the expression defined, on rare
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occasions, the said word is used to give an exhaustive explanation, and
to be understood to mean “comprise”, “consist of’ or “means and

includes”.

66. Relying on South Gujarat Roofing Tiles Manufacturers
Association vs State of Gujarat: (1976) 4 SCC 601, Mrs. Swapna
Seshadri, learned Counsel for the Respondent, would commend that the
word “inclusive of’, as used in Regulation 21.8 of the PSERC Regulations
2018, be understood as the word “means”, giving the words used therein

an exhaustive meaning.

67. In examining whether such'a contention merits acceptance, it would
be necessary for us to analyze what Regulation 21.8 stipulates. The first
limb of Regulation 21.8 uses the word “include”, and the second limb
sinclusive of’. While the word “include” in the first limb is used in the
context of the landed cost of fuel and provides that the said landed cost
shall include the price of fuel corresponding to the grade and quality of the
fuel: the second limb qualifies the price of fuel to be inclusive of (or, in
other words, include) royalty, taxes and duties as applicable,

transportation cost by rail, road and by other means.

68. It is settled law that where either the legislature or the Regulation
making authority use the same expression in different parts of the very
same provision, or in two continuous provisions, the said expression must
be understood to carry the very same meaning, for words are generally
used in the same sense throughout in a statute unless there is something
repugnant in the context. (Bhogilal Chunilal Pandya v. State of
Bombay: AIR 1959 SC 356). Ordinarily the rule of construction is that the

same expression where it appears more than once in the same statute,
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more so in the same provision, must receive the same meaning unless
the context suggests otherwise. (Suresh Chand v. Gulam Chisti, (1990)
1 SCC 593 : 1990 SCC OnLine SC 93). In other words, where the
legislature uses the same expression in the same statute at two places or
more, then the same interpretation should be given to that expression
unless the context requires otherwise. (Raghubans Narain Singh v. U.P.
Government, 1966 SCC OnLine SC 37). On the other hand, when two
different words are used by the same statute, one has to construe these
different words as carrying different meanings. (Kailash Nath
Agarwal v. Pradeshiya Industrial & Investment Corpn. of U.P. Ltd.
(2003) 4 SCC 305; Kurapati Bangaraiah vs Govt of AP: (2015) 5 ALD
622) for, if the field of the two provisions were to.be the same, the same
words would have been used. (B.R. Enterprises v. State of U.P (1999)
9 SCC 700; Kurapati Bangaraiah vs Govt of AP: (2015) 5§ ALD 622).

69. If the legislative intention was to distinguish and, while stating
landed cost of fuel, it was intended to confine it only to the price of fuel, it
would have sufficed to use the word “means” or “means and includes”.
and there would have been no necessity of using the word “includes”, or
use similar expressions, ie “includes”/inclusive of”, in two consecutive
limbs of Regulation 28(1). Consequenﬂ;/, the word “include”/ “inclusive of”
must be given the very same meaning both in the first and second limb of
Regulation 21.8.

70. Accepting the submission of Mrs. Swapna Seshadri, learned
Counsel for the Telangana Discoms, would require us to hold that the
landed cost of fuel would mean the price of fuel corresponding to the grade
and quality of fuel and nothing else. Likewise, in the second limb, the

words “price of fuel” must then be held to comprise only royalty, taxes and
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duties and transportation cost, and nothing else. The emphasis placed by
the learned Counsel is with respect to use of the word “inclusive of” in the
second limb of Regulation 28.1. As the same meaning, for the word
“includefinclusive of”, must be given both in the first and second limb, we
find it difficult to agree with the submission that the Reguiation making
authority intended for the landed cost of fuel for that month only to mean
the price of fuel and nothing more. Since there is nothing repugnant in the
context, we are of the view that the words “include/inclusive of’ must be
given its ordinary meaning, and as only providing an enumerative list of
matters which would fall within the ambit of the provision, and as to bring
within its ambit even those matters which are not expressly stipulated
therein.

71. Accepting the construction placed, on behalf of the Telangana -
Discoms, on the second limb of Regulation 21.8, that the price of fuel is
confined only fo royalty, taxes and duties as applicable, and transportation
cost by rail/road or any other means, alone and nothing more, would also
result in exclusion of the actual consideration paid for purchase of fuel
therefrom, and would result in the first and second limb of the said
regulation contradicting each other.

72. On the expression “includefinclusive of” in Regulation 21.8, being
construed as it ordinarily should, we must express our agreement with the
submission urged by Mr. Sanjay Sen, learned Senior Counsel appearing
on behalf of the Appellant, that the landed cost of fuel, as referred to in
Regulation 21.8, would also bring within its ambit the premium charged by
the coal company on the price of coal supplied to the generating

company/station.
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73. The words “landed cost” of fuel would be the landed cost which
the generating company would have incurred in procuring fuel till its door-
step, and as the price at which coal was procured by the generating station
includes the premium charged by the coal company also, we find it difficult
to hold that Regulation 21.8 intended to exclude such premium from the
price of coal. Further, as the price of coal charged by the coal company
on the generating station includes the premium, such premium would also
form part of the price of fuel which the generating station is obligated to
pay to procure coal from the coal company, and would undoubtedly form
part of the landed cost.

74. Viewed from any angle, we must express our inability to agree with
the submission, urged on behalf of the Telangana Discoms, that the first
limb of Regulation 21.8 implicitly excludes the premium, charged by the
coal company for bridge linkage coal, from the ambit of [anded cost of fuel
or that the second limb confines price of fuel only to royalty, taxes and
duties as applicable, transportation cost by rail/road or any other means,
and nothing more.

75. Learned senior Counsel for SCCL contended that pricing of coal

supplied under Bridge linkage at a premium is a general practice and in that

regard cited notifications of coal price of MCL/CIL, which were also submitted

by them to State Commission and were referred to in the Impugned Order
1 dated 01.04.2024.

MCL/CIL Prices Notification dated 31.05.2023
Grade | MCL/CIL Notified Basic Price | Premium levied Total Price of
of for Power Sector (Regulated | by MCL/CIL @ Coal Applicable
Coal | Sector)Rs. per Ton 40% flat to Bridge Linkage
(a) (b) (c) = (b) x 40% Customers of
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Power Sector (d)
= (b) +(c)
G-9 1240.00 496.00 Rs.1736.00
G-10 | 1120.00 448.00 Rs.1568.00
G-11 | 965.00 386.00 Rs.1351.00
G-12 1896.00 3568.00 Rs.1254.40
SCCL's Prices Notification dated 29.04.2023
Grade SCCL Premium Premium Total Price | Total Price
of Notified Basic | levied by |levied by | of Coal of Coal
Coal | Price for Power | SCCL @ SCCL@ Applicable | Applicable
Sector 20% flat 30% flat to Bridge to Bridge
(Regulated Linkage Linkage
Factor) Customers | Customers
Rs. Per Ton of Power of Power
Sector@ Sector@
20% 30%
premium premium
G-9 3050.00 610/- 915/- Rs.3660/- Rs.3965/-
G-10 12910.00 582/- 873/- Rs.3492/- Rs.3783/-
G-11_ | 2420.00 484/- 726/- Rs.2904/- Rs.3146/-
G-12 | 2150.00 430/- 645/- Rs.2580/- Rs.2795/-

76. We take note that SCCL is a Government coal mining company
jointly owned by the Government of Telangana and Government of India
and MOUs signed by SCCL with the STPP are on the same terms and
conditions, which it is imposing on other beneficiaries under Bridge
Linkage, such as Mahengenco (a Maharashtra Government owned
generating Company) and NTPC. The Respondent SCCL has pladed on
record the MOU dated 13.04.2022 signed with NTPC for the supply of
coal for the period 01.04.2022 to 31.03.2023 (i.e. FY 2022-23) under
' Bridge Linkage, which also included the premium over notified basic price
of coal; the basis price of coal shall be as per SCCL price notification.
Respondent -SCCL has also placed on the record its internal note dated
11.04.2022, regarding signing of MOU quantities and pricing for FY 2022-
23 for sector wise coal allocation, wherein 20% price over and above

notified base price has been approved to be charged for Bridge Linkage.
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77. The fact that Respondent -SCCL is charging same premium to all the
customers uhder Bridge Coal linkage has not been refuted by the Telangana
Discom except for the submissions that MoU with other generators depends
upon their respective contracting terms and concerned Regulations and
regulatory treatment of other MOU is within the scope and functions of the
Appropriate Commission.

78. From the Minutes of Meeting of Standing Linkage Committee dated
10.04.2023 held for power sector on 21.02.2023, which recommended
further extension of Bridge Linkage for the STPP of SCCL for one year, it is
noted that rate for the coal supplies against extended Bridge Linkage is to
be decided by CIL/SCCL and recqrded as under :

“Additional Agenda Item No. 8: Bridge Linkage extension for
Singareni Thermal Power Plant 2 x 600 MW of SCCL.:

o i

Record of Discussions: Project Proponent informed that the delay in
the operationalization of Naini coal block is not on the account of SCCL
and Stage-ll Forest Clearance is pending with MoEF&CC. It was also
stated that Singareni Thermal Power Plant (2 x 600 MW) (Stage-1) is
running at a very high PLF and therefore, to meet the requirement of the
plant, extension of Bridge Linkage is required.

Representative of Nominated Authority informed that the issue of Forest
Clearance is being taken up with MoEF&CC and issue would be resolved
in a month's time. Representative of Nominated Authority also
recommended for extension of Bridge Linkage on tapering basis.

Ministry of Power / CEA also recommended for extension of Bridge
Linkage in order to avoid loss of generation from the Singareni Thermal
Power Plant (2 x 600 MW) (Stage- 1) linked with Naini coal mine.

Recommendations: In view of the recommendation of Ministry of Power
and the Nominated Authority, SLC (LT) recommended for extension of
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Bridge Linkage to Singareni Thermal Power Plant (2 x 600 MW) of SCCL
for a period of 1 year on tapering basis from SCCL. The rate for coal '
supplies against extended Bridge Linkages would be decided by CIL /
SCCL.

79. We also take note that the Minutes of Meetihg of Standing Linkage
Committee dated 28.02.2024 for the SLC meeting held on 13.02.2024, which
recommended further extension of Bridge Linkage for the STPP of SCCL for
one vyear, also specifies that rate for the coal supplies against extended
Bridge Linkage is to be decided by CIL/SCCL.

80. Thus, in view of above observations, we are of the view that SCCL
has been authorized to fix price of coal under Bridge linkage, and since the
definition of landed cost of coal is enumerative in TSERC Regulations 20189,
it therefore includes the total price charged by coal company to the
generator, and SCCL has not arbitrarily fixed high price for its own STPP in
supplying coal under Bridge Linkage as it seems o have charged same
premium over price of coal, to other generators under Bridge Linkage.

Jurisdiction of State Commission over the price of coal including the
premium under Bridge Linkage for the purpose of calculation of
Energy Charge for the STPP

81. Learned Counsel for the Telangana Discoms has Contended that
State Commission has inherent subject matter jurisdiction on all
components of eiectricity price under Electricity Act 2003 and in the
absence of any regulation, State Commission can undertake same
exercise guided by Section 61 of the Electricity Act 2003 and in this regard
reliance is placed upon the judgments of the Supreme Court in
“Municipal Corporation of Delhi v Gagan Narang,” (2025) SCC
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OnLine SC 19 and “PTC India Ltd V Central Electricity Regulatory
Comrﬁission” (2010)4 SCC 603 and “Power Grid Corporation of India
Ltd. v. Madhya Pradesh Power Transmission Co. Ltd. & Ors.”, 2025
SCC OnLine SC 1128 and further submitted that when State Commission
exercises power under Section 86 (1){f) of the EA 2003, it does not lose

its power for tariff fixation or the principles contained under Section 61,
62 or 64 of EA 2003. Learned Counsel for Telangana DISCOMs also
submitted that input price of captive coal mines, allocated under the coal
mines Special Provision Act 2015 is being determined by Appropriate
Electricity Regulatory Commission under the aegis of EA 2003, which
reinforces the position that Electricity Regulatory Commission has
jurisdiction; and that all components of price of electricity are reasonable-
regardless of whether the coal is procured through linkage, auction or

captive sources.

82. Per Contra, learned Senior counsel for SCCL placing reliance on
the provisions of the Electricity Act, 2003 and the TSERC Regulations,
2019 submitted that there are no provisions that permits / allows the

electricity regulator to exercise jurisdiction on matters of coal pricing.

83. Since the present lis is not about determining the price of coal from
captive mines by Electricity Regulatory Commission for which learned
counsel for Telangana Discoms has submitted that Regulations have
been framed under the Electricity Act 2003, and admittedly, same are
not applicable to the present case, it is unnecessary for us to make any

observation on the same.

84. As mentioned in previous paragraphs, as per Colliery Order 2000,
it is the coal companies which can fix the price of coal and same position

has been reiterated by the Supreme Court in its Judgements in “Pallavi
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Refractories v. Singareni Collieries Company Limited & Ors.”,
((2005) 2 SCC 227) and “Ashoka Smokeless Coal India (P) Ltd. v.
Union of India & Ors.”, ((2007) 2 SCC 640).

85. Regarding the contention raised by learned counsel for Telangana
Discoms that SCCL is charging premium over its basic notified price under
Bridge Linkage on STPP and is unduly enriching themselves and
therefore State Commission is right in denying such premium as pass
through in Energy Charge rate. We do not find merit in this submission,
as coal companies have been authorised to fix price of coal which they
charge to the consumer and Ministry of Coal while granting Bridge
Linkage from SCCL to STPP has left determination of such coal price to
SCCL, and the premium charged by SCCL over the price of coal for
Bridge Linkage for STPP is same, which SCCL chérges to other
generators for pfoviding coal under Bridge Linkage. Further, even if it is
assumed that since SCCL and STPP are one company and SCCL could
have given concession, then it would lead to differential/discriminatory
pricing of coal under Bridge Linkage to other generators in Power Sector,
as same premium over coal price is being charged by SCCL under Bridge
Linkage to other generators such as Mahengenco, NTPC efc.
Hypothetically, if it is assumed that Bridge Linkage to STPP was provided
by CIL and not by SCCL, who also charges premium over the Bridge
Linkage, in that situation STPP would have no control over such premium.
Therefore, the contention of undue enrichment by parent company i.e.
SCCL supplying coal to its STPP, does not hold good. In these
circumstances denial of pass through of such premium over the price of
coal under Bridge Linkage shall adversely affect the Energy Charge for
the STPP, which in our view, is not justified. Thus, whether Coal under
Bridge linkage is sourced from CIL or SCCL, both are the Government
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compadnies and as the same price is charged on all the generators who
are assigned Bridge Linkage, the treatment of such bremium as pass
through in Energy Charge Rate should be same.

86. The State Commission/TSERC is a creation of the Electricity Act,
and the jurisdiction which it is entitled to exercise must be confined to what
is stipulated under the Electricity Act, and the Rules and Regulations
made thereunder, and not beyond. The jurisdiction conferred on the
Regulatory Commission, both Central and States, is by the Electricity
Act,2003, an Act of Parliament. Wherever jurisdiction is given to a court
(or Tribunal) by an Act of Parliament, and such jurisdiction is only given
upon certain specified terms contained in that Act, these terms must be
complied with, in order to create and confer jurisdiction on it for, if they be
not complied with, it would lack jurisdiction. (Nusserwanjee Pestonjee v.
Meer Mynoodeen Khan [LR (1855) 6 MIA 134 (PC); Mohd. Hasnuddin
v. State of Maharashtra, (1979) 2 SCC 572). As it derives its powers from
the express provisions of the Electricity Act, the powers, which have not
been expressly given by the said Act, cannot be exercised by the State
Regulatory Commission. (Rajeev Hitendra Pathak v. AchyutKashinath,
(2011) 9 SCC 541). An authority created by a statute must act under the
Act and not outside it. As it is a creation of the statute, it can only decide
the dispute in terms of the provisions of the Act. (K.S. Venkataraman &
Co. v. State of Madras, AIR 1966 SC 1089; Mysore Breweries Lt v.
Commissioner of Income-Tax, (1987) 166 ITR 723 (KAR)). The State
Regulatory Commission can exercise jurisdiction only when the subject
matter of adjudication falls within its competence, and the order that may
be passed is within its authority, and not otherwise. (Dakshin Haryana

Bijli Vitaran Nigam Ltd. v. Princeton Park Condominium: 2007 Aptel
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* 764; BSES Rajdhani Power Limited v. Delhi Electricity Regulatory
Commission, 2009 SCC OnlLine APTEL 52).

87. The State Commission, no doubt, have been empowered to
regulate the price at which Discoms shall purchase the electricity but has
the duty to balance the interest of Consumers on one hand and that of
Generators and Discoms on other hand, and also to act as per the
provisions of Electricity Act 2003. In the absence of any specific provisions
.in the Electricity Act 2003 to regulate the price of coal which coal
companies charge under the Bridge linkage, adjudication by the State
Commission under section 86 of the Electricity Act has to be in terms of
the provisions of the Electricity Act and the Regulations framed under
Section 181 of the Electricity Act. As deliberated in previous paragraphs,
Regulations framed in the present case does not provide an exhaustive
list of cost to be included in the landed cost of coal to be considered under
Energy Charge Rate, and premium paid would form part of price of fuel
and form part of landed cost. We find that the State Commission has erred
in denying pass through of premium paid over the cost of coal under
bridge linkage to STPP.

88. Judgements, relied on by learned counsel for Telangana
Discoms pertaining to present issue are as summarised below:

Municipal Corporation of Delhi v. Gagan Narang & Ors., 2025 SCC
OnLine SC 19

This case pertains to the Municipal Corporation of Delhi’'s (MCD) initiative
tosetup a Waste-toéEnergy (WTE) project in Narela Bawana through a
tariff-based bidding process, for which it sought approval from the Delhi
Electricity Regulatory Commission (DERC) under Section 63 of the
Electricity Act, 2003. The DERC approved the bid tariff of Rs. 7.38/KWh
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and allowed the project to proceed. However, this approval was
challenged by Gagan Narang before the Appellate Tribunal for Electricity
(APTEL), which held that MCD, being neither a distribution licensee nor a
generating company, could not seek tariff adoption under Section 63. On
appeal, the Supreme Court reversed APTEL's decision and upheld
DERC's orders, holding that MCD, as a statutory body mandated under
the Solid Waste Management Rules, 2016, was competent to initiate the
bidding process. The Court emphasized that Section 63 does not restrict
who may initiate tariff adoption and it must be read harmoniously with
Section 86(1)(b) of the Act which cast a duty upon State Commission to
regulate electricity purchase and procurement process of Distribution
licensee, and the price at _w'hich it shall be procured. In broader
environmental obligations, restored approval to MCD’s project in public

interest.

PTC India Ltd. v. Central Electricity Requlatory Commission, (2010)
4 SCC 603

The Hon’ble Supreme Court while deciding the issue whether APTEL,
constituted under the Electricity Act, 2003, has jurisdiction under Section
111 to examine the validity of Central Electricity Regulatory Commission
(Fixation of Trading Margin) Regulations, 2006 framed in exercise of
powers conferred under Section 178 of the Electricity Act 2003, held that
the APTEL do not have the jurisdiction under 111 and 121 to examine the
validity of the regulations. The Supreme Court further held that the
hierarchy of regulatory powers and functions under Section 178 of
Electricity Act, 2003, which deals with making of regulations by the Central
Commission, under the authority of subordinate legislation, is wider than
Section 79 (1) of the 2003 Act, which enumerates the regulatory functions
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of the central commission, in specified areas, to be discharged by orders
(deciéions). A regulation under Section 178 is made under the authority
of delegated legislation and consequently its validity can be tested only in
judicial review proceedings before the Courts and not by way of appeal
before the Appellate Tribunal for Electricity under Section 111 of the said
Act. The CERC is empowered to take measures/steps in discharge of
functions enumerated under section 79 (1) but the same has to be in
conformity with the regulations made under section 178. The Supreme
Court also held that ‘to regulate’ is an exercise which is different from
making of regulations. However, making of a regulation under Section 178
is not a precondition to the Central Commission before taking any
steps/measures under Section 79(1). Under Section 79(1)(g), the Central
Commission is required to levy fees for the purpose of the Electricity Act
2003. An order imposing regulatory fees could be passed even in the
absence of a regulation under Section 178, but the same has to be guided
by the factors specified in Section 81. If levy is unreasonable, it could be
the subject-matter of a challenge before the appellate authority under
Section 111 as levy is imposed by an order/ decision-making process.
However, if there is a regulation under Section 178 in that regard, then
order levying fees under Section 79(1)(g) has to be in consonance with
such regulation.

Power Grid Corporation of India Limited v Madhya Pradesh Power

Transmission Company Limited and Others, 2025 SCC OnLine SC
1128 dated 15.05.2025

In this case, there was a delay in the construction and commissioning of
an intra-State transmission element in Madhya Pradesh, which resulted

in delayed commissioning of transmission element being implemented by
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inter-State transmission Licensee, which then applied for the approval of
the COD under Regulation 4(3) of 2014 Tariff Regulations. The Central
Electricity Regulatory Commission (CERC) permitted the inter-State
transmission licensee to claim compensation for the period prior to the
COD, including liquidated damages, interest during construction, and
incidental expenses from Intra State Licensee. Aggrieved by this order,
Intra- State transmission licensee filed a Writ Petition before the High
Court, alleging that the CERC had no power under the 2014 Tariff
Regulations to levy compensatory transmission charges, and it committed
a jurisdictional error and claimed that the CERC's decision effectively re-
wrote the terms of the agreement between the parties. Inter-State
Transmission licensee before the High Court claimed that in the Writ
Petition, it has not stated that CERC does not have jurisdiction but has
challenged the exercise of jurisdiction by CERC, which is not permissible
in terms of availability of alternate remedy under Section 111 of Electricity
Act, 2003. The High court admitted the said Writ Petition, which was
challenged by Inter-State Transmission Licensee before the Supreme
Court.

89. The Supreme Court held that sources of power for enactment of a
regulation under Section 178 and regulatory orders under 79(1) are
different. The former emanates from the power of delegated legislation
whereas the latter is an ad hoc power which is limited to the specific
parties and the situation in context of which order is given and orders
under section 79 (1) are appealable under Section 111 of Electricity Act.
The Supreme Court held that CERC was empowered under Section 79 of ‘
the Electricity Act, 2003 to pass such orders in the absence of specific
regulations, and that its order was regulatory, not ultra vires. Thus, CERC

is empowered to order for imposition of transmission charges on the party
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whom delay is attributable and leaving the issue of consideration of liability
of payment of trahsmission charges on intra -State transmission licensee
in the specific facts of the case before appropriate authority i.e. APTEL,
should ‘Intra-State Transmission licensee choose to prefer an appeal
before APTEL under Section 111 of the Electricity Act 2003. The High
Court should not have entertained the writ petition given the availability of
an alternative statutory remedy. Accordingly, the Supreme Court allowed
the appeals and set aside the High Court's decision.

90. Let's us analyse the judgements relied upon by the Learned counsel
for Discoms and their applicability in present case regarding the
jurisdiction of the State Commission in denying premium paid under
Bridge Linkage. In “Municipal Corporation of Delhi vs Gagan
Narang”, 2025 SCC online SC 19, the broad outcome is that bodies like
the Delhi Electricity Regulatory Commission (DERC) are empowered to
regulate and approve tariffs for such WTE projects—even when project
proponents are non-licensee entities fulfilling statutory obligations. In the
“PTC Vs CERC”, (2010) 4 SCC 603, broadly it has been held that “to
regulate is an exercise which is different than making Regulations, and
accordingly CERC is required to levy fee for the purpose of electricity Act
2003; an order imposing regulatory fee could be passed on even in the
absence of Regulations. Thus, making of Regulation under Section 178 is
not a precondition before taking any steps under Section 79 (1). However
if there is a Regulation under Section 178 in that regard, the order under
Section 79 has to be in consonance with such Regulation. In “Power
Grid Vs Madhya Pradesh”, 2025 SCC online SC 1128, the Supreme
Court held that sources of power for enactment of a regulation under
Section 178 and regulatory orders under 79(1) are different and power
under 79(1) is an ad hoc power which is limited to the specific parties and
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the situation in context of which order is given and orders under section
79 (1)-are appealable under Section 111 of Electricity Act. The Supreme
Court held that CERC was empowered under Section 79 of the Electricity
Act, 2003 to pass such orders in the absence of specific regulations, and

that its order was regulatory, not ultra vires.

91. We take note that Section 61 of Electricity Act, 2003 deals with the
jurisdiction of Appropriate Commission to specify terms and conditions for
determination of Tariff and to frame Tariff Regulation accordingly; Section
62 df the Electricity Act is with regard to dete.rmination of Tariff, while
Section 86 of the Electricity Act deals with the Functions of the State
Commission. Learned counsel for Telangana Discoms has not drawn our
attention to any specific provision of the Electricity Act 2003, which
provides for determination of cost of coal by the Electricity Regulator. The
State Commission has already framed the Tariff Regulations i.e. TSERC
‘Regulations 2019 specifying Terms and conditions of Generation Tariff,
applicable in present case, under the aegis of Electricity Act 2003, as
referred to in above paragraphs, which has specified that landed cost of
coal is to be considered while calculating the Energy Charge Rate, and it
does not mention anything about determination of such landed cost of coal

by State Commission.

92. Inthe present case, Regulations have already been framed by State
Commission specifying various parameters for tariff determination with no
'specific provision with regard to determination of coal price while
considering landed cost of coal in Energy Charge Rate; Post Colliery 2000
order, coal companies are authorised to fix coal price and as such there
is no discrimination in price of coal charged by SCCL to its STPP under

bridge linkage as compared to its other customers, so as to unduly enrich
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itself. State Commission cannot therefore, be considered as having
jurisdiction to determine the landed cost of coal and deny premium
charged by coal companies as part of landed cost of coal. From the
referred judgements, nowhere it can be inferred that powers beyond the
provisions of the Electricity Act can be exercised by the Central/State
Commission, as their powers are confined to the provisions of the
Electricity Act. Learned Counsel for Telangana Discoms has not referred
to any specific provision in Electricity Act, authorising State Commission
to decide coal price. Therefore under its power to regulate power
purchase cost of Discoms, State Commission cannot regulate such cost
on which it does not have jurisdiction and accordingly judgements
referred by Telangana Discoms (“Municpal Corporation of Delhi v
Gagan Narang, (2025) SCC OnLine SC19, “PTC India Ltd V Central
Electricity Regulatory Commission (2010)4 SCC 603” and “Power
Grid Corporation of India Ltd. v. Madhya Pradesh Power
Transmission Co. Ltd. & Ors.’, 2025 SCC OnLine SC 1128), in our
considered view, are inapplicable fo the facts and circumstances of the

present case.

93. As such, we find that State Commission has taken contrary stand
with regard to pass through of premium over coal price under Bridge
Linkage, while denying the same in Impugned Order 1 dated 01.04.2024
and allowing the same in Impugned Order 2 dated 28.06.2024 in True
up for FY 2022-23 and MYT for FY 2024 -25 to FY 2028 -29.

94. Inview of above deliberations, we set aside the Impugned Order 1
dated 01.04.2024 which denied the Premium paid over the coal price
under Bridge Linkage by STPP to SCCL as pass through in Energy
Charge Rate and dispose of Appeal No. 256 of 2024 in these terms. Under
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Impugned Order 2 dated 28.06.2024, the issue of computation of
‘K-factor’ for the purpose of approval of R&M expenses, is remanded back
to State Commission and Appeal 19 of 2025 is disposed of in these terms.
All associated IAs in both the Appeals are also disposed of.

Pronounced in open court on this the 28" day of Auqust 2025.

(Seema Gupta) (Justice Ramesh Ranganathan)
Technical Member (Electricity) Chairperson
Reportable / Non-Reportable

ts/ag/dk
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