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Replies to the Objections/Suggestions raised on ARR & Tariff Proposals for Retail Supply Business including Cross Subsidy Surcharge for Open
Access Consumers for the FY 2022-23 by Sri M.Venugopal Rao, Senior Journalist & Convener, Centre for Power Studies, H.No.1-100mp/101
Monarch Prestige, Journalist's Colony, Serilingampally Mandal, Hyderabad -500032(set-1)

S.No.

Summary of Objections / Suggestions

Response of the Licensee

The abnormal hike in tariffs proposed for the year 2022-23 by the two TS
Discoms, obviously, at the behest or permission of the Government of the
Telangana State, for imposing an additional burden of Rs.6831 crore on the
consumers of power is unprecedented in terms of the percentage and
magnitude of hike in the history of the Telangana State and even of Andhra
Pradesh. The proposed hike works out to 18 percent over the estimated
revenue under the current tariffs of Rs.36124.51 crore. It is a dubious
distinction. In the present circumstances when persistent slump in the
economy is compounded by the impact of Covid virus and its variants and
measures taken by the Governments in that connection, severely affecting
opportunities for work and employment, incomes and living standards of the
common people, the proposed tariff hikes have come as the last straw on
camel’s back. The tariff hikes proposed for industrial and commercial
consumers also will have cascading effect, leading to increase in prices of
their commodities and services, thereby affecting the interests of the people
at large.

TS Discoms agree that COVID-19 has significantly impacted the
economy and wellbeing of our state and nation. Having
recognized that, TS Discoms had taken various steps to provide
relief to its consumers, some of which are mentioned below -

e Meter reading were suspended with enforcement of
national level lockdown in March 2020. Meter readings
remained suspended till May and normal meter reading
commenced from June 2020

e Controlling cost: Project work were reduced to minimum
possible only in emergency cases

e Provisional Billing to LT consumers for April 2020

e Fixed Charges for Industries deferred till 31.05.2020
without any penalty and interest

e 1% Rebate for HT Industries for payment within Due date
(till 31.05.2020)

e Deration of Contracted Load: A consumer can avail deration
of the contracted load irrespective of the criteria of
completion of minimum period of the agreement as
stipulated in GTCS. Existing 3 months’ notice period
reduced to 30 days.

Having said that, the last tariff hike in the state was approved by
the the Hon’ble Commission in FY 2016-17. While, it has been five
years now since the last tariff hike, but in the said duration, all the
costs incurred by TS Discoms in terms of Power purchase cost,
Transmission and Network cost etc. have increased significantly,
leading to a constantly increasing revenue gap.




Hence, TS Discoms believe that the proposed tariff hike is
inevitable and justified to improve its financial condition and
better customer service and accordingly request the Hon’ble
Commission to approve the same after due regulatory
proceedings.

The Discoms have shown ARR requirement of Rs.53053 crore - Rs.34870
crore for SPDCL and Rs.18183 crore for NPDCL — for the year 2022-23. The
revenue at current tariffs is shown as Rs.25422 crore for SPDCL and Rs.10732
crore for NPDCL. They have shown non-tariff income of Rs.33.10 crore for
SPDCL and Rs.29.41 for NPDCL. They have shown revenue deficits of
Rs.9128.57 crore for SPDCL and Rs.7451.21 crore for NPDCL. Revenue
through proposed tariff hike is shown as Rs.5044.27 crore for SPDCL and
Rs.1786.63 crore for NPDCL. Subsidy from the Government is shown as
Rs.1397.50 crore for SPDCL and Rs.4254.15 crore. Still the Discoms have
shown net deficits of Rs.2686.79 crore for SPDCL and Rs.1410.44 crore for
NPDCL.

TS Discoms agree with the figures mentioned around the ARR,
Revenue @ current tariff, NTI, Gap @ current tariff, additional
Revenue @ proposed tariff, Subsidy, Gap @ proposed tariff by the
objector for TSSPDCL & TSNPDCL. TS Discoms propose that the
remaining revenue gap of Rs. 2686.79 crore for TSSPDCL and
Rs.1410.44 crore for TSNPDCL will be met by improving the
current operational efficiencies of Discoms. Increase in Cross-
subsidizing sales and power purchase cost at optimized rates, will
lead to further reduction in the gap.
TS Discoms shall also improve its revenue by the following
measures
e Conversion of remaining 20% non-IRDA services to IRDA
services, leading to increase in Billing Efficiency
e TS Discoms are preparing a scheme for installation of
smart meters in a phased manner.

The Discoms have proposed tariff hikes to LT consumers @ Re.0.50 per unit
and to HT consumers @ Re.l/- per unit, and increased fixed charges,
consumer charges and minimum charges. For some categories like LT
agriculture no hike is proposed. On the face of it, it is irrational. Taking
paying capacity of the consumers, different rates of tariffs to consumers
under different slabs under the same category and to different categories of
consumers have been proposed and determined, after providing cross

TS Discoms are committed to provide 24/7 free power to
agriculture consumers, in line with the Govt. of Telangana
directives. However, TS Discoms are expecting that the sales of
agriculture category will decrease with upcoming LIS Loads. TS
Discoms receive a subsidy from TS Government to the tune of Rs.
4,415 Crs. with respect to the power supply to agriculture
consumers. Thus, no hike is necessary for some categories like LT
agriculture.




subsidy and Government’s subsidy also to subsidized categories of
consumers over the years. In the proposed tariff hikes for LT and HT
categories of consumers, the principles for such standard and justifiable
differentiation in tariff fixation are given a go-by by making the lump sum
hike applicable uniformly to all categories of consumers under LT and under
HT. Obviously, this kind of disproportionate hike leads to higher burden in
terms of percentage to majority of the consumers, especially of subsidized
categories, that, too, at lower slabs. For example, the hike of tariff for 50
units under LT-1(A) from Rs.1.45 to Rs.1.95 per units works out to 34 per
cent. Under LT-1 (B)(i) for a consumption of 100 units the hike in tariff from
Rs.3.30 to Rs.3.80 per unit works out to 13 per cent.

TS Discoms have proposed the tariff hikes for different consumer
categories and their respective sub-slabs. The objection made in
terms of disproportionate hike for some slabs of categories, and
hikes for other consumer categories, can be addressed through
following points -

e The tariff for 0-50 unit’s domestic category has been
constant for last 20 years. Over these years the purchase
parity of the consumers has increased multi fold times,
similarly the cost per unit for producing one unit of power
has also increased. Thus, the proposed hike is justifiable.

e For LT Domestic, the proposed tariffs are still significantly
lower than the Cost of Service for FY 2022-23.

e TS Discoms have carried out the Tariff Comparison analysis
of all the major consumer categories across various states. It
was found that the tariffs for the lower domestic slabs, HT
C&l categories for TS are significantly lower when compared
with the other major states like Gujarat, Uttar Pradesh,
Haryana, Rajasthan, Punjab, West Bengal etc. Thus, the
proposed hike is justifiable.

The Discoms have also failed to explain justification, if any, in imposing or
increasing consumer charges and minimum charges, except the implied
intention to get additional revenue. For imposing fixed charges for domestic
categories and hiking fixed charges for other relevant categories, the
Discoms have argued that, based on FY 2022-23 existing tariff, total fixed
cost as a percentage of total ARR for 2022-23 is 56%, but the revenue
recovered in terms of fixed charges from consumers as a percentage of total
revenue is only 13 percent. With the proposed fixed charges for 2022-23,
the revenue thereon is expected to increase to 15.7 per cent, in the case of
SPDCL. In the case of NPDCL, it increases from 9 percent to 11.7 percent.

TS Discoms would like to state that the last tariff hike approved by
the the Hon’ble commission was in FY 2016-17, While, it has been
five years now since the last tariff hike, but in the said duration,
all the costs incurred by TS Discoms in terms of Power purchase
cost, Transmission and Network cost etc. have increased
significantly, leading to a constantly increasing revenue gap.

In view of the above, Discoms have proposed the hike in Fixed
Charges, Consumer charges & minimum charges.

TS Discoms believe that there is a significant gap between the
fixed costs incurred (FC paid to Genco, Transmission (STU, PGCIL)




& SLDC charges, and Distribution Fixed Cost) and the fixed charges
recovered from the consumers.

Hence, TS Discom have tried to rationalize the tariff structure and
reduce the cross subsidy as per National Tariff Policy, 2016 and
thus introduced the fixed charges for Domestic category.

If imposing or enhancing fixed charges is intended to provide relief to the
Discoms incurring financial losses, as argued by them, the Discoms have not
explained as to why they have not applied the same logic for LT agriculture.
As per the retail supply tariff order for the year 2018-19, the cost of service
for LT agriculture was Rs.5.05 per unit for SPDCL and Rs.5.57 per unit for
NPDCL. The tariff per unit was Rs. which was subsidized by the Government.
Now, for the year 2022-23, the Discoms have shown cost of service for LT
agriculture as Rs.9.20 per unit for SPDCL and Rs.8.96 per unit for NPDCL, but
tariff is not proposed to be revised. Why? If tariff for LT agriculture is revised
as per cost of service after adjusting cross subsidy, the Government has to
provide substantial additional subsidy. In the subsidy of the Government
shown in the subject filings, what is the estimated requirement of subsidy
for LT agriculture? The Hon’ble Commission has to work out full cost tariff
as per cost of service for LT agriculture, as is the case with other categories
of consumers, minus cross subsidy decided by it. Since the Government is
implementing the policy of free supply of power to agriculture for 24 hours
aday, it has to provide the subsidy as per cost of service minus cross subsidy
determined by the Commission. We request the Hon’ble Commission to
determine full cost tariff for LT agriculture accordingly.

TS Discoms are committed to provide 24/7 free power to
agriculture consumers, in line with the Govt. of Telangana
directives. However, TS Discoms are expecting that the sales of
agriculture category will decrease with upcoming LIS Loads. TS
Discoms receive a subsidy from TS Government to the tune of Rs.
4415 Crs. with respect to the power supply to agriculture
consumers. Thus, no hike is necessary for some categories like LT
agriculture.

As per the current ambit of the TSERC regulations in place, the
Hon’ble Commission computes the Full cost recovery tariff
schedule and Retails Supply tariff schedule for all consumer
categories after considering the subsidy commitment by the GoTS
and cross subsidies across various consumer categories.

TS Discoms shall abide by the directions given by the Hon’ble
Commission, and the subsidy commitments by the Govt. of
Telangana.




The State Government provided yearly subsidy (In Rs. crores) as under:

Discom 2018-19 2019-20 2020-21 2021-22 2022-23
SPDCL 1149.18 117256  1397.50 1397.50 1397.50
NPDCL 3500.57  3569.00 4254.15 4254.15 4254.15
Total 4650.55 474156 5651.65 5651.65 5651.65

For the year 2018-19, against the subsidy requirement of Rs.5940.47 crore,
the Government informed the Commission that an amount of Rs.4984.30
crore was provisioned in the budget for agriculture and allied subsidy and
that the balance amount “will be examined at appropriate time. "Neither
the “appropriate” time has come, nor has the KCR Government “examined”
the issue of providing the balance amount towards subsidy, going by the
information furnished by the Discoms. In the tariff order for 2018-19, the
Hon’ble Commission maintained that “in case of non-commitment of GoTS
for the release of the said differential amount by 30.09.2018, the DISCOMs
shall file Petition(s) before the Commission seeking appropriate relief. The
Commission shall take an appropriate view based on the scrutiny of the said
Petition(s) of the DISCOMs” (page 110). Obviously, nothing has happened so
far on the issue. While revenue requirement of the Discoms and increase in
supply of power to various categories of consumers have been increasing
over the years, for three consecutive years from 2020-21, the Government
has not increased the subsidy amount, at least, proportionately. While the
Government of Andhra Pradesh is providing a hefty subsidy, exceeding
Rs.10,000 crore for the year 2021-22, the rulers in the “rich State” of
Telangana continue to be parsimonious. It is obvious that the intention of

TS Discoms would like to state that it is unfair on the part of the
objector to question the intentions of the GoTS.

Govt. of Telangana has been adopting the following steps to
improve Discom financial position, in addition to the subsidy
disbursements for LT Agriculture and LT Domestic consumers -

GoTS has started releasing LIS CC charges by providing
budgetary support from 2021. This will improve collection
efficiency and eventually reduce AT&C losses

GoTS has instructed Panchayat Raj and Municipal
administration to pay CC charges as per vide Lr. No. 768, dt.
14.08.2020.

GoTS is releasing the subsidy regulary in the same month.
GoTS has already infused the equity of INR 9,161 Cr., in
addition to the subsidy, which is improving the cash flows of
Discoms

Telangana is having one of the lowest tariffs, compared to
other states in India

Further benefits to SC & ST consumers for domestic use,
Haircutting salons, Dobhighats, Laundry shops, powerlooms,
poultry farms and spinning mills

TS Discoms shall abide by the directions given by the Hon’ble
Commission, and the subsidy commitments by the Govt. of
Telangana.




the KCR Government is to impose more burdens on the consumers in the
form of increasing tariffs by not increasing the subsidy amount.

The Government of India, GoTS and the Discoms entered into a tripartite
MoU on 4.1.2017 (UDAY scheme) under which the GoTS has to take over
75 percent of the outstanding debt of the Discoms as on 30.9.2015 by the
end of 2016-17. The Commission did not find merit in the submissions of the
Discoms that “savings” due to UDAY scheme might be considered at the end
of the control period, but adjusted a sum of Rs.1116.42 crore under UDAY
for reducing the ARR of the Discoms for the year 2018-19 (page 86 of the
tariff order). What is the latest position relating to taking over of the
outstanding debt of the Discoms by the GoTS under UDAY?

UDAY status of Telangana Discoms (Debt Takeover)

Total debt to be taken over (75% of the total debt as on
30.09.2015i.e. Rs.11,897 Crs.) =Rs. 8,923 Cr.

Transfer to TS Discoms in the form of equity =Rs. 7,723 Crs.
Balance to be taken over by the State Government as per
UDAY MoU =Rs. 1,200 Crs.

GOTS has already infused the equity of INR 9,161 Cr., in addition
to the subsidy, which is improving the cash flows of Discoms.

The following yearly revenue deficits (in Rs. crore) are shown by the Discoms
in the subject filings:

Discom 2018-19  2019-20 2020-21 2021-22
SPDCL  6354.87  5604.01 6296.97 7007.86
NPDCL 3877.87 1712.28 2369.79 3615.98
Total 10232.74 7317.29 8666.76 10624.84

For these four years the total accumulated revenue deficit of the two
Discoms works out to Rs.36841.63 crore. Even after taking into account
impact of proposed tariff hikes and subsidy from the Govt., for the year
2022-23, too, the Discoms have shown a substantial deficit — Rs.2686.79
crore by SPDCL and Rs.1410.44 crore by NPDCL. But in the main text of

TS Discoms would like to state that they have been filing the ARR
petitions, on an annual basis, before the Hon’ble Commission
(TSERC) until FY 2018-19. From FY 2019-20 onwards, the Discoms
have not filed the ARR petitions before the Hon’ble TSERC, due to
the following reasons —

Enforcement of Model Code of Conduct in the State of
Telangana in view of elections for Telangana Assembly.
Hon’ble TSERC was not operational from 9th Jan 2019, after
the Chairman of Hon’ble TSERC demitted office after attaining
the age of 65 years.

Enforcement of Model Code of Conduct in the State of
Telangana from 10.03.2019 till 23.05.2019 (Lok Sabha
election).




their filings, the Discoms have not shown such additional revenue gap for
2022-23. If the additional revenue gap shown is correct, what do the
Discoms propose to fill it? Moreover, the Discoms have to claim true-up for
their retail supply business for the years from 2015-16 to 2020-21 and true-
up for their distribution business for the first three control periods also. The
accumulated true-up claims of the Discoms are turning out to be
astronomical and unbearable to the consumers at large. Needless to say,
such accumulated burdens are getting intensified by increasing the need for
more working capital for the Discoms and the avoidable interest thereon. If
all these accumulated burdens are allowed by TSERC even to the extent
permissible as per applicable regulations and imposed on the consumers,
what would be the reaction of the people of the State is anybody’s guess.
For all these burdens, policies, decisions and actions of the Central and State
Governments are responsible. The power utilities of the Government have
their share for this precarious situation in terms of deficiencies and
inefficiencies in their performance. But, it is the reckless failure of the KCR
Government that is squarely responsible for accumulation of the burdens to
the abnormal level. When such a financial crisis has been engulfing its power
utilities over the years, what has the KCR Government been doing to avert
the crisis and take remedial measures? What corrective steps and prudent
alternative measures do the Discoms propose? Did they make any proposals
to the GoTS and Gol in order to improve their position and strengthen them
and protect larger consumer interest?

e Pending information from ICAD department on Lift Irrigation
(LI) schemes.

e |ssuance of model code of conduct for the Municipal elections
from 23.12.2019 to 25.01.2020

e Further extension in view of preparation of tariff proposals in
accordance to the MoP recommendations on Tariff
Rationalisation process.

e Due to imposition of Lockdown in the State by GoTS due to
spread of pandemic COVID-19, which impacted the
consumption of electricity by various sectors, the licensees
intended to file ARR duly including the impact of lockdown due
to COVID-19 pandemic.

e Enforcement of Model Code of Conduct from 17th Nov 2020
to 4th Dec 2020 in view of GHMC elections.

e Certain unavoidable circumstances viz; uncertainty in
commissioning of the LI pumps and delay in receipt of
information of power availability and cost there on from
Central Generating Stations, which have significant impact on
the demand projections and overall ARR respectively.

However, ARR for 2019-20, 2020-21, 2021-22 was submitted

before TSERC on March 31, 2021, which was not admitted by the

Hon’ble Commission due to non-submission of tariff proposals by

the TS Discoms.

TS Discoms shall also improve its revenue by the following

measures
e Conversion of remaining 20% non-IRDA services to IRDA
services, leading to increase in Billing Efficiency

TS Discoms are preparing a scheme for installation of smart
meters in a phased manner




After failing to file in time and in the form required under the applicable
regulations their annual revenue requirement (ARR) and tariff revision
proposals for the years 2019-20, 2020-21 and 2021-22 before the Hon’ble
Commission, the two Distribution Companies have filed their ARR and tariff
revision proposals for the year 2022-23. Only after the Hon’ble Commission
rightly insisted on the Discoms to file their tariff revision proposals, they did
so. Another reason is that, filing of ARR and tariff revision proposals by the
Discoms has been considered one of the factors for ratings given in the
reports of the Gol and such non-submission affects credit ratings of the
power utilities of the State Government for getting loans.

TS Discoms have already submitted the Distribution true up claims

for 1%t, 2" and 3" control period along with the APR filing for

FY2019-20. TS Discoms have also filed the APR for 2020-21 on 31

December 2021.

TS Discoms have already finalized the true up claim for RSB for

2016-17 to 2018-19 and currently drafting the same for 2019-20

& 2020-21. TS Discoms would be submitting all their RSB true up

claims shortly to the Hon’ble Commission.

TS Discoms would like to state that it is unfair on the part of the

objector to question the intentions of the GoTS.

Govt. of Telangana has been adopting the following steps to

improve Discom financial position, in addition to the subsidy

disbursements for LT Agriculture and LT Domestic consumers -

e GoOTS has started releasing LIS CC charges by providing
budgetary support from 2021. This will improve collection
efficiency and eventually reduce AT&C losses

e GOTS has instructed Panchayat Raj and Municipal
administration to pay CC charges as per vide Lr. No. 768, dt.
14.08.2020.

e GoTS is releasing the subsidy regulary in the same month.

e GoOTS has already infused the equity of INR 9,161 Cr., in
addition to the subsidy, which is improving the cash flows of
Discoms

e Telangana is having one of the lowest tariffs, compared to
other states in India

Further benefits to SC & ST consumers for domestic use,

Haircutting salons, Dobhighats, Laundry shops, powerlooms,

poultry farms and spinning mills.

10

The TRS Government in Telangana violated the Electricity Act, 2003 by not
initiating the process in due course for appointment of members and
Chairman of the TSERC in time. As per Section 85(2) of the Electricity Act,

Regarding the delay in ARR proposals, TS Discoms would like to
state that they have been filing the ARR petitions, on an annual
basis, before the Hon’ble Commission (TSERC) until FY 2018-19.




2003, “The State Government shall, within one month from the date of
occurrence of any vacancy by reason of death, resignation or removal of the
Chairperson or Member and six months before the superannuation or end
of tenure of the Chairperson or Member, make a reference to the Selection
Committee for filling up of the vacancy.” Section 85(3) says: “The Selection
Committee shall finalise the selection of the Chairperson and Members
within three months from the date on which the reference is made to it.”
As aresult, TSERC acted as a one-man Commission for nearly ten months up
to 91 January, 2019 and became defunct for nearly ten months up to 29t
October, 2019. Even after the present Chairman and members were
appointed, GoTS continued to fail to get ARR and tariff proposals filed before
the Commission in time and in the form required.

From FY 2019-20 onwards, the Discoms have not filed the ARR
petitions before the Hon’ble TSERC, due to the reasons submitted
in its abovementioned response to queries 8 and 9.
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Due to intransigence of the Government of Telangana, the Discoms could
not file their ARR and tariff revision proposals for the three consecutive
financial years from 2019-20 to 2021-22. The Discoms have been forced to
violate law by collecting tariffs as per the tariffs determined in the retail
supply tariff order for the year 2018-19 for a part of the subsequent year till
the present Commission gave its orders allowing them to collect tariffs for
that period with retrospective effect and for subsequent years. While
revenue requirements and revenue gaps of the Discoms kept on increasing,
rates of tariffs collected remained the same and yearly subsidies have been
provided by the Government, with marginal increase only. The end result is
accumulation of the abnormal revenue gap and the resultant burdens. There
has been no sense of accountability, responsibility and transparency on the
part of the Government of Telangana and its power utilities in meeting the
legal and regulatory requirements relating to the Hon’ble Commission.

TS Discoms had taken due permission from the Hon’ble
Commission, for the continuation of tariffs as per FY 2018-19 Tariff
Order, for FY 2019-20, FY 2020-21 and 2021-22, as mentioned in
the following Orders -

e TSERC letter dated 28.03.2019 (letter No.: TSERC/ Secy/ F: L-
63/ D.N0.8119), had concurred with the GoTS letter dated
26.03.2019 which allowed the continuation of existing tariffs
till the tariff determination by TSERC.

e TSERC order dated 20.03.2020: I.A.No.8 of 2020 in O.P.Nos. 21
& 22 0f 2017, has allowed the continuation of the retail supply
tariffs as per order dated 27.03.2018, with such tariffs shall be
made applicable and levied from 01.04.2020

e TSERC order dated 27.03.2021: I.A.No.4 of 2021 in O.P.Nos. 21
& 22 0f 2017, has allowed the continuation of the retail supply
tariffs as per order dated 27.03.2018, with such tariffs shall be
made applicable and levied from 01.04.2021

Regarding the delay in ARR proposals, TS Discoms would like to

state that they have been filing the ARR petitions, on an annual




basis, before the Hon’ble Commission (TSERC) until FY 2018-109.
From FY 2019-20 onwards, the Discoms have not filed the ARR
petitions before the Hon’ble TSERC, due to the reasons submitted
in its abovementioned response to queries 8 and 9.

12

This is not for the first time that the TS Discoms are flouting directions and
regulations of of the Hon’ble Commission. In my submissions dated
21.6.2017 on ARR and true up claims of the TS Discoms, | pointed out, inter
alia, that “The Discoms have not submitted details of their projected
revenue gap for the year 2017-18 even in their replies to our submissions in
which we have specifically asked for the same. They have not also provided
information and data relating to true up claims for the first and second
control periods and for the last two financial years. The Hon’ble Commission
has also not exercised its legitimate authority to direct the Discoms to
submit the information relating to revenue requirement, revenue at current
tariffs, non-tariff income, likely subsidy to be provided by the Government
and the remaining revenue gap and how they propose to bridge the
remaining revenue gap for 2017-18. This information is very much
necessary for the Hon’ble Commission to determine permissible revenue
requirement and revenue gap and ask the State Government for providing
subsidy, if tariffs should not be hiked as proposed by the Discoms. Similarly,
this information is very much necessary for the interested public also to
make submissions. Since the inception of APERC in the undivided A.P. and
formation of TSERC after bifurcation of the State, there has been no occasion
when Discoms have submitted ARR and tariff proposals in this manner,
without giving information relating to their projected revenue gap, and the
Commission taking up the same for public hearing in this manner.

To meet the political expediency of the party-in-power in the State, at the
behest of the Government, the Discoms have concealed this vital

TS Discoms during the ARR filing for 2022-23 have submitted all
relevant information in their ARR write-ups and RSF formats,
before the Hon’ble Commission on 30.11.2021. the TS Discoms
have also submitted their tariff proposals to the TSERC on
27.12.2021, along with the details of projected revenue and gap
at proposed tariff. This information can also be found in the
schedule | submitted by Discoms as directed by TSERC.

TS Discoms understand that the information related to Revenue
at current and proposed tariff, Revenue Gap and Subsidy is crucial
for TSERC, public and thus have provided all the required
information in the prescribed formats.

TS Discoms shall also improve its revenue by the following
measures —
e Conversion of remaining 20% non-IRDA services to IRDA
services, leading to increase in Billing Efficiency
e TS Discoms are preparing a scheme for installation of
smart meters in a phased manner.

TS Discoms have already submitted the Distribution true up claims
for 1%t, 2" and 3" control period along with the APR filing for
FY2019-20. TS Discoms have also filed the APR for 2020-21 on 31
December 2021.

TS Discoms have already finalized the true up claim for RSB for
2016-17 to 2018-19 and currently drafting the same for 2019-20

10




information with a view to hoodwinking the people that there are no
burdens of tariff hike, even while continuing to keep revenue gap and huge
amounts to be claimed under true up accumulated and concealed till the
next general elections are held. Barring that, there is no purpose in
concealing this vital information and making a mockery of the regulatory
process and public hearings. The Discoms could not give any explanation as
to why they are concealing this information. Being entities subordinate to
the powers-that-be in the Government, the Discoms are compelled to adopt
this questionable approach much to the detriment of their interests and of
their consumers of power at the behest of the Government. One can
understand their predicament. This concealment is a part and parcel of the
political necromancy of the Government to subserve pre-election political
expediency of the party-in-power. For the year 2018-19 also, the
Government in all likelihood would force the Discoms to adopt similar
questionable approach of concealing such vital information to hoodwink the
people during the pre-election period. The proposal of the Discoms at the
behest of the Government not to hike tariffs to bridge their revenue gap is
really not a no-hike, but postponement of tariff hikes for a future period.
The Discoms are naturally expected to try to collect what is due to them in
time; they do not prefer postponement of the same. Being an independent
and quasi-judicial body, why is the Hon’ble Commission reluctant to exercise
its legitimate authority to direct the Discoms to submit and make public the
said vital information which is very much necessary for its regulatory process
and public hearings? What is the purpose in allowing the Discoms to conceal
such information? It is the responsibility of the Hon’ble Commission to
ensure that the principles of transparency and accountability are observed
by the Discoms.” There was no convincing response from the Commission
then.

&2020-21. TS Discoms would be submitting all their RSB true up
claims shortly to the Hon’ble Commission.

TS Discoms shall abide by the instructions provided by the
Government of Telangana and TSERC.

11




In the retail supply tariff order for the year 2017-18, the Hon’ble Commission
pointed out that “The Licensees are expected to file the ARR and Tariff
proposals for retail supply business for the ensuing year by the end of
November of current year as per the Actand regulations. The Licensees have
requested multiple extensions of time for filing petitions. Owing to the
reasons laid down for the delays in their ARR filings, the Commission while
expressing displeasure in this regard, directs the DISCOMs to adhere to the
timelines as laid down in the Act, regulations and UDAY” (page 11). The
Commission further noted that “In accordance with APERC Regulation No.1
of 2014 adopted by the Commission, the DISCOMs are required to file true
up of retail supply business giving details of the variation in power purchase
cost of previous year along with the ARR for the next year. The DISCOMs
have not filed true up proposals in accordance with the APERC Regulation
No.1 of 2014” (page 12).

13

In our submissions dated 17.1.2018 on ARR and tariff proposals of the TS
Discoms for the year 2018-19, we pointed out, among others, that “the
proposal of the Discoms not to hike tariffs for the year 2018-19 and their
failure to explain how they propose to bridge the projected revenue gaps for
the same year and for various other factors not taken into consideration by
them for the year 2018-19, it can be asserted that they will come up with
true-up claims for 2016-17, 2017-18 and the year 2018-19 also later in the
post-election period. Therefore, the proposal of the Discoms not to hike
tariffs for the year 2018-19 is a futile attempt to hoodwink the people of the
State that there are no additional burdens of tariff hikes in the pre-election
period to meet political expediency of the party-in-power. In all probability,
the Discoms may be forced by the powers-that-be to postpone submission
of true up claims for the year 2016-17 and the current financial year to post-
poll period. It is for the Hon’ble Commission to exercise its legitimate

The submitted query no. 13 pertains to the ARR proceedings
during FY 2018-19. TS Discoms have timely submitted the ARR
filings for FY 2018-19 before the Hon’ble Commission.

TS Discoms shall also improve its revenue by the following
measures —
e Conversion of remaining 20% non-IRDA services to IRDA
services, leading to increase in Billing Efficiency

TS Discoms are preparing a scheme for installation of smart
meters in a phased manner

TS Discoms have already finalized the true up claim for RSB for
2016-17 to 2018-19 and currently drafting the same for 2019-20
& 2020-21. TS Discoms would be submitting all their RSB true up
claims shortly to the Hon’ble Commission.

12




authority to direct the Discoms to submit the same in time and issue orders
after holding public hearings promptly.”

Further we submitted that “Since the Discoms have not made it clear as to
how they would propose to bridge the projected revenue gaps for the year
2018-19, we request the Hon’ble Commission to make it clear that no true
up claim would be permitted later for the revenue gap, if any, that is going
to be determined by it after taking into account the subsidy amount the
GoTSiswilling to provide. We also request the Hon’ble Commission to make
it clear to the Discoms that the remaining revenue gap, if any, to be
determined for the year 2018-19 will not be treated as regulatory asset. It
is to be noted here that regulatory asset can be considered only when hefty
tariff hike is required and only a part of it is permitted by the Commission to
avoid tariff shock to the consumers and that such revenue gap treated as
regulatory asset can be permitted to be collected from the consumers in
later years. Here, in the subject proposals of the Discoms, as they have not
even proposed any tariff hike for the year 2018-19, the question of
considering regulatory asset does not arise.” In the tariff order for 2018-19,
the Hon’ble Commission pointed out that, “Upon scrutiny of the ARR filings
and tariff proposals submitted by the licensees, the Commission identified
certain data gaps and directed the licensees to furnish additional
information. As directed by the Commission, the licensees furnished
additional information and placed the same on their respective websites”

(page 3).

TS Discoms shall abide by the instructions provided by the Hon’ble
Commission.

14

Whether the Discoms sought extension of time for filing their ARR and tariff
proposals for the years 2019-20, 2020-21, 2021-22 and the reasons given, if
any, for the same, and notices or directions given by the Hon’ble
Commission to the Discoms in this regard are not in public domain. The
Discoms continued to flout law and regulations and directions of the

Regarding the delay in ARR proposals, TS Discoms would like to
state that they have been filing the ARR petitions, on an annual
basis, before the Hon’ble Commission (TSERC) until FY 2018-109.
From FY 2019-20 onwards, the TS Discoms have not filed the ARR

13




Commission in this regard. Why have the Discoms failed to submit their ARR
and tariff revision proposals in time and as per applicable regulations of the
Hon’ble Commission for all the three years?

petitions before the Hon'ble TSERC, due to the reasons
submitted in its abovementioned response to queries 8 and 9.
TS Discoms had taken due permission from the Hon’ble
Commission, for the continuation of tariffs as per FY 2018-19
Tariff Order, for FY 2019-20, FY 2020-21 and 2021-22, as
elaborated in its response to query 11.

The abovementioned reasons were submitted before the
Hon’ble Commission on March 31, 2021 during its ARR filing for
2019-20, 2020-21, 2021-22, on March 31, 2021, which was not
admitted by the Hon’ble Commission due to delay in the
submission of tariff proposals.

15

Secretary of TSERC, through the circular Lr. No. TSERC/Secy/F-No.ARR2017-
18/5/D.No.879/17,dated 17.02.2107, intimated the TS Discoms that, “For
the above said reasons, | am directed by the Commission to require you to
file tariff proposals on or before 23.02.2017 and in default, the Commission
will act suo moto for determination of the tariff for FY 2017-18 in accordance
with the directions of the Hon’ble Appellate Tribunal for Electricity in O.P.
No.1 of 2011 based on information available with the Commission in the
form of ARR/FPTs for FY 2015-16 and FY 2016-17 and ARR for FY 2017-18.
The Commission will reckon the information filed by licensees after
commencement of the suo moto proceedings for determination of the retail
supply tariff for FY 2017-18.” However, experience has confirmed that the
Hon’ble Commission has not taken any initiative suo motu to initiate its
regulatory process for determination of ARR and tariffs for the financial
years from 2019-20 to 2021-22 as per law and its own decision, in view of
non-submission of ARR and tariff proposals by the Discoms. There is no
evidence in public domain that the Hon’ble Commission made it clear to the
Discoms that, unless they file their ARR and tariff revision proposals in time,
it would not permit them to collect tariffs from consumers based on old
tariffs of 2018-19 and that their true-up claims will not be entertained for

This query falls under the purview of the Hon’ble Commission.
TS Discoms had taken due permission from the Hon’ble
Commission, for the continuation of tariffs as per FY 2018-19
Tariff Order, for FY 2019-20, FY 2020-21 and 2021-22, as
elaborated in its response to query 11.

14




the years ARR and tariff proposals have not been filed as per applicable
regulations.

16

In its order dated 27.3.2021, the Hon’ble Commission held that “the retail
supply tariffs, cross subsidy surcharge and additional surcharge as applicable
on 31.03.2019 as per order dated 27.03.2018 are continued and made
applicable and can be levied from 01.04.2021 pending disposal of this
application finally subject to the communication of the State Government
conveying the commitment of subsidy as stated in paragraph 5 above. The
tariff determined in respect of electric vehicle charging stations/battery
swap as also in respect of concessional tariff to HMWSSB shall also stand
continue from 01.04.2021 till the TSDISCOM s file their regular proposals. The
TSDISCOM s are directed to file the regular petition for determination of fresh
retail supply tariffs, cross subsidy surcharge and additional surcharge for FY
2021-22 immediately.”

The Hon’ble Commission has issued a notice to the TS Discoms and held a
hearing on 20.12.2021 on maintainability of their ARR proposals in the
deficient form submitted by them without giving their proposals for bridging
the projected revenue gap for the years 2019-20, 2020-21 and 2021-22 and
tariff revision proposals. The Hon’ble Commission has rightly decided in its
order dated 22.12.2021 to “decline from entertaining the ARR Petitions
mainly for the reason that the time period for which they were sought was
already lapsed. Hence, they are refused.”

Under Section 64 (4) (b) of EA, 2003, the appropriate Commission shall, inter
alia, “reject the (tariff) application for reasons to be recorded in writing if
such application is not in accordance with the provisions of this Act or the
rules and regulations made thereunder or the provisions of any other law
for the time being in force:” In view of the decision of the Hon’ble

Regarding the delay in ARR proposals, TS Discoms would like to
state that they have been filing the ARR petitions, on an annual
basis, before the Hon’ble Commission (TSERC) until FY 2018-109.
From FY 2019-20 onwards, the TS Discoms have not filed the ARR
petitions before the Hon'ble TSERC, due to the reasons
submitted in its abovementioned response to queries 8 and 9.
TS Discoms had taken due permission from the Hon’ble
Commission, for the continuation of tariffs as per FY 2018-19
Tariff Order, for FY 2019-20, FY 2020-21 and 2021-22, as
elaborated in its response to query 11.

The abovementioned reasons were submitted before the
Hon’ble Commission on March 31, 2021 during its ARR filing for
2019-20, 2020-21, 2021-22, on March 31, 2021, which was not
admitted by the Hon’ble Commission due to delay in the
submission of tariff proposals.
TS Discoms have already finalized the true up claim for RSB for
2016-17 to 2018-19 and currently drafting the same for 2019-20
& 2020-21. TS Discoms would be submitting all their RSB true up
claims shortly to the Hon’ble Commission.

TS Discoms shall abide by the further instructions provided by the
Hon’ble Commission.
TS Discoms shall also improve its revenue by the following

measures —
e Conversion of remaining 20% non-IRDA services to IRDA
services, leading to increase in Billing Efficiency

15




Commission not to entertain the ARR petitions for the said three years
“mainly for the reason that the time period for which they were sought was
already lapsed,” a pertinent question would arise - whether the Hon’ble
Commission would give further time to the Discoms to file their ARR and
tariff applications for the said three years, if the Discoms seek it again.

Since the financial years 2019-20 and 2020-21 had already run out and the
first nine months of 2021-22 also lapsed, filing of ARR and tariff proposals
for the three years by the Discoms would become superfluous. Retail supply
tariff orders the Hon’ble Commission issues should come into effect from
the 1%t April of the financial year for which such orders are issued, not with
retrospective effect. Assuch, non-submission of ARR and tariff proposals by
the Discoms for the said three financial years in time and as required under
applicable regulations is, and should be treated as, a closed chapter.

TS Discoms are preparing a scheme for installation of smart
meters in a phased manner.

17

With tariffs determined by TSERC for the year 2018-19 continuing for the
subsequent three years, with whatever yearly subsidy being provided by the
Government, and with increasing expenditure and widening revenue gap,
the accumulated revenue gap of the Discoms has been turned out to be
abnormal . The TS Discoms have been in financial doldrums. Under
normal circumstances, the Discoms would or should have claimed variations
in their annual revenue requirement from what was determined by the
Hon’ble Commission in the annual retail supply orders as per the applicable
regulations and directions of the Commission. First, they should claim
provisional true-up of such variations in ARR for a financial year in the ARR
and tariff proposals of the next financial year and later final true-up after
accounts for the financial year concerned were audited. Now the question
that arises is this: Can or will the Hon’ble Commission entertain true-up
claims of the Discoms for the said three years for which they did not file ARR
and tariff proposals in time and the Commission did not entertain them and

Response to query 17 (a) -

Regarding the delay in ARR proposals, TS Discoms would like to
state that they have been filing the ARR petitions, on an annual
basis, before the Hon’ble Commission (TSERC) until FY 2018-109.
From FY 2019-20 onwards, the TS Discoms have not filed the ARR
petitions before the Hon'ble TSERC, due to the reasons
submitted in its abovementioned response to queries 8 and 9.
TS Discoms had taken due permission from the Hon’ble
Commission, for the continuation of tariffs as per FY 2018-19
Tariff Order, for FY 2019-20, FY 2020-21 and 2021-22, as
elaborated in its response to query 11.

The abovementioned reasons were submitted before the
Hon’ble Commission on March 31, 2021 during its ARR filing for
2019-20, 2020-21, 2021-22, on March 31, 2021, which was not
admitted by the Hon’ble Commission due to delay in the
submission of tariff proposals.

16




issue annual retail supply tariff orders? If the Discoms file their true-up
claims for the said three years and if the Hon’ble Commission entertains
them and issues its orders thereon, it would become incongruous for the
following reasons, among others:

a)

b)

It will set a bad precedent. It would be tantamount to permitting the
Discoms not to file their ARR and tariff proposals, but simply seek
continuance of the existing tariffs for the next year and later submit
true-up claims as and when they like for the year/s for which they
have not submitted ARR and tariff proposals. It will make a mockery
of the regulatory process.

True-up claims do not provide for cross-subsidy and Government’s
subsidy to subsidized categories of non-agricultural consumers
under the present arrangement. When Government is expected to
bear the additional expenditure incurred by the Discoms for
supplying power to agriculture free of cost as per its policy, the same
principle should apply to other subsidized consumers in non-
agricultural categories also. Free supply of power to agriculture
means hundred percent subsidy, whereas supply of power to other
subsidized consumers is part-subsidized or partly free; it is a
difference in degree between these two arrangements.

Subsidised consumers under non-agricultural categories are being
deprived of the benefit of subsidy and cross-subsidy under true-up
claims of the Discoms. On the other hand, amounts claimed under
true-up by the Discoms are being imposed on per-kwh basis equally
on all non-agricultural categories of consumers. In other words,
subsidized consumers under non-agricultural categories are being
treated on par with subsidizing consumers, thereby depriving the
former partly or fully of the benefit of subsidy and cross-subsidy they
are getting under retail supply tariffs determined by the Hon’ble

TS Discoms have already finalized the true up claim for RSB for
2016-17 to 2018-19 and currently drafting the same for 2019-20
& 2020-21. TS Discoms would be submitting all their RSB true up
claims shortly to the Hon’ble Commission.
TS Discoms shall abide by the further instructions provided by the
Hon’ble Commission.

Response to query 17 (b) & (c) -

TS Discoms shall abide by the instructions provided by the
Hon’be Commission

TS Discoms would like to state that as per National tariff policy
2016, cross subsidy has to be restricted to a limit of +/- 20%. TS
Discoms are trying their level best to reduce their cross subsidy.

Response to query 17 (d), (e), (f), () & (h) -

TS Discoms have already submitted the Distribution true up
claims for 1st, 2nd and 3rd control period along with the APR
filing for FY2019-20. TS Discoms have also filed the APR for 2020-
21 on 31 December 2021.

TS Discoms have already finalized the true up claim for RSB for
2015-16 to 2018-19 and currently drafting the same for 2019-20
& 2020-21. TS Discoms would be submitting all their RSB true up
claims shortly to the Hon’ble Commission

TS Discoms view that this current situation where the burden of
true-up due to power consumed by the consumers in preceding

17




d)

Commission in its annual retail supply tariff orders. Irrespective of
the period of true-up claims, these anomalies continue under the
present arrangement.

Whenever delayed claims under true-up are made by the Discoms,
several valid objections have been raised on various grounds from
the side of non-agricultural consumers on allowing such claims that
have been affecting their financial interests and leading to conflicts
on who should bear the burden of true-up claims — whether the
consumers who consumed power during the period of true-up claims
or other consumers presently consuming power in the same
dwelling/establishment under the same service connection.
Similarly, objections are being raised as to why a consumer who has
taken a service connection newly should be subjected to paying true-
up charges proportionately on the basis of his monthly consumption
during the period of permitted recovery of the same for power
consumed by other consumers during the past period for which true-
up claims are permitted.

Under the present system of true-up, allowing collection of the
permitted amounts on per-kwh basis equally from all non-
agricultural consumers is leading to giving up of the principles or
parameters being applied by the Hon’ble Commission for working
out cost of service to each category of consumers for the purpose of
determining retail supply tariffs.

By allowing the Discoms to include their claims for recovering
additional  revenue  deficit exceeding the level of
expenditure/revenue permitted by the Hon’ble Commission for the
present financial year in their claims of annual revenue requirement
and tariff revisions they submit for the next financial year, various
anomalies, as pointed out above, can be avoided and equity ensured.

year (or at a different dwelling), being charged on the consumers
in succeeding years, would always arise.

This is a continuous process and in any year for any consumer a
small part of his payment could consist of the true up claims of
the preceding year.

TS Discoms shall abide by the instructions provided by the
Hon’be Commission.
Response to query 17 (i), (), (k), () & (m) -

As per the current ambit of the TSERC regulations in place the
Hon’ble commission computes the Full cost recovery tariff
schedule and Retails Supply tariff schedule for all consumer
categories after considering the subsidy commitment by the
GoTS and cross subsidies across various consumer categories.

TS Discoms shall abide by the instructions provided by the
Hon’ble Commission.

TS Discoms have already finalized the true up claim for RSB for
2016-17 to 2018-19 and currently drafting the same for 2019-20
& 2020-21. TS Discoms would be submitting all their RSB true up
claims shortly to the Hon’ble Commission.
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9

h)

By permitting the permissible additional revenue deficit for current
financial year to be recovered in the retail supply tariffs to be
determined for next financial year, the principles or parameters
being adopted by the Hon’ble Commission for determination of cost
of service to each category of consumers can be applied to the
additional claims made by the Discoms. Variations in such additional
claims that may arise after completion of the current financial year
and auditing of accounts may be permitted in the claims of ARR and
tariff revision for the third financial year.

A consumer of power is not paying true-up charges for the power
he/she consumed earlier at a different dwelling as a tenant when he
shifted to a new dwelling as a tenant or owner. Just as a new
consumer is paying true-up charges for power consumed at a
dwelling by another consumer earlier when the former is staying
now, the consumer who shifted to a new dwelling from the earlier
dwelling is paying true-up charges for power consumed by another
consumed who stayed in the dwelling earlier. This, in principle,
ensures equity, though resultant variations and conflicting claims
depending on the level of consumption of power by such consumers
in the past elsewhere and at present at a new dwelling may persist.
For limitations in practice, it may be difficult to resolve the same.
Nevertheless, all those will be adjusted in, and subsumed under,
annual retail supply tariffs to be determined by the Hon’ble
Commission.

Since the Hon’ble Commission has been permitting interest on
working capital, the same will provide cushion to the Discoms for
their additional claims also. As such, the financial interests of the
Discoms can be taken care of much faster than what is being allowed
under the MYT system.
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)

K)

The suggested procedure would ensure timely submission of claims
by the Discoms for additional revenue in a financial year, without
giving any scope for Government of the day to force them not to
submit true-up claims in time, especially during pre-election period
to hoodwink the people, leading to submission of such accumulated
claims in the post-poll period, with the kind of difficulties both to the
Discoms and their consumers of power that are being experienced
repeatedly.

Under the said suggested system, when the Hon’ble Commission
works out cost of service to each category of consumers, showing
the tariffs to be fixed to them accordingly, and asking the
Government to convey its willingness to provide the subsidy it wants
to provide to categories of consumers of its choice, the Government
can take a decision as it deems fit. The Government may be
constrained to provide adequate subsidy to avoid hefty hike in retail
tariffs. Since it is for the Government to take a decision on providing
subsidy, the people will judge the fairness or otherwise of its
decision. In other words, the onus of decision rests with the
Government, not with the Hon’ble Commission.

The suggested system also avoids the dichotomy of applying
different principles or parameters for working out cost of service to
each category of consumers for determination of retail supply tariffs,
on the one hand, and not applying the same under the present
system of true-up claims, on the other. It further ensures provision
for subsidy and cross subsidy also while determining tariffs for
recovery of the entire permissible revenue claimed by the Discoms.

It will also avoid need for repetitive public hearings that have been
taking place under true-up claims, thereby saving the time and
energy of the Hon’ble Commission and of those objectors who have
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been participating in the public hearings. It will also avoid scope for
litigations and other difficulties that may arise on account of delayed
submissions of true up claims and resultant orders of the Hon’ble
Commission.

18

Since the inaction or non-permission of the GoTS has been the cause for the
Discoms not filing the ARR and tariff proposals for the said three years, as
well as true-up claims, the Government should provide the amounts
permissible under true-up claims of the Discoms for the said period. It has
been widely reported repeatedly that the Discoms have been waiting for
green signal of the Chief Minister for finalizing their proposals of tariff
revision and submitting ARR and tariff proposals to the Commission. If
Doubting Thomases have any doubts about it, the way in which the ARR and
tariff proposals submitted by the Discoms for the year 2022-23 dispels such
doubts. In their proposals, that the Discoms have shown the subsidy amount
the Government has agreed to provide for the year 2022-23 makes it
abundantly clear that with the permission or direction of the Government
the Discoms have submitted the subject proposals. Needless to say, non-
submission of ARR and tariff proposals and true-up claims is not in the
interests of the Discoms.
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For the reasons explained above, among others, | request the Hon’ble
Commission to consider the above points, among others, take appropriate
decisions and issue orders or bring about necessary regulations with
prospective effect to dispense with the system of true-up.

Response to query 18,19 -

TS Discoms have already finalized the true up claim for RSB for
2016-17 to 2018-19 and currently drafting the same for 2019-20
& 2020-21. TS Discoms would be submitting all their RSB true up
claims shortly to the Hon’ble Commission.
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As a result of the pro-corporate and anti-people measures and policies being
and sought to be imposed on the States under the guise of reforms by the

The comments are against the policies of Gol
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BJP Government at the Centre, the burdens on consumers are getting
multiplied. The following points, among others, confirm this position:

a) Nearly 85 per cent of the total expenditure of the Discoms pertains to
power purchase cost. The cost of generation of power by coal-based
thermal stations has been increasing due to imposition of various taxes by
the Government of India and increasing transportation costs. On coal
currently 14% royalty on basic price, 5% GST, Rs 400 per tonne towards
green energy cess, National Mining Exploration Tax at 2% of royalty
and District Mineral Foundation charge at 30% of royalty are being
imposed. Then there are the Paryavaran and Vikas Upkar levy of Rs 23 per
tonne and Seema Kar/Terminal Tax of Rs 2 per tonne. In addition to these
taxes, huge amounts are being transferred to the Gol by public sector coal
companies towards dividend. States have their share in royalty. Then,
costs of transportation of coal by the railways have been increasing
repeatedly. According to the estimation made in a report of the Forum for
Regulators (FoR) released in May this year, the largest contribution to the
cost is of the freight cost levied by the Railways on transport of coal. In the
power purchase cost, the contribution of coal price has been in the range
of 25 per cent, rail freight at 41 per cent, road transportation charges at
11 per cent, clean energy cess at 11 per cent and others at 12 per cent.
Railway freight has increased by more than 40 per cent in the last four
years. Though the Gol has been garnering astronomical sums in the form
of such taxes and dividends, it has not been providing any relief in the form
of subsidy or otherwise to the Discoms which in turn means to their
consumers of power to lessen the burden of power tariffs.

b) Under the guise of financial restructuring scheme earlier and UDAY later,
Gol has been compelling the States to bear the burdens of accumulated

TS Discoms are obligated to comply with the RPPO targets
determined by the Hon’ble Commission.

The comments are against the policies of Gol
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d)

losses and dues of loans of the Discoms. But Gol has not been providing
any financial relief to the Discoms.

In the name of encouraging renewable energy, Gol has been imposing
the obligations on the Discoms for purchase of a minimum percentage of
RE through RPPO orders of the SERCs. This has been leading to purchase
of high-cost and unwarranted RE by the Discoms, imposing avoidable
multiple burdens on the consumers. However, the Gol is not providing
any financial assistance to the Discoms to lessen the burdens of RE.
From the year 2008-09 to 2020-21, provisions have been made to the
tune of Rs.14.42 lakh crore for writing off bad loans, non-performing
assets, etc., by Banks in the country. Against the total operating profits
of the Banks for the last 13 years of Rs.15.974 lakh crore, the amounts
written off work out to 90.30%, according to the information made public
by All India Bank Employees Association. But the Modi Government has
not been inclined to see that accumulated dues of loans of the public
sector Discoms and TS Genco are written off.

For relaxing limits of loans that can be taken by the State Government
and loans from REC and PFC sanctioned to the power utilities of the State
Government, Gol has been imposing various conditionalities. Write off of
bad loans sanctioned to the corporate sector and threats to Discoms and
Gencos of the State Governments - this is one of the integral
components of the class character of the Modi Government.

In the four private gas-based power stations located in Andhra Pradesh,
i.e., GVK extension, Gauthami, Konaseema and Vemagiri, with a total
installed capacity of 1498 MW, the TS Discoms have a share of generation
capacity of 53.89%. These power stations have been stranded since 2013
for want of supply of natural gas from KG D 6 fields of Reliance Industries
Limited as allocated by the Government of India and power has not been
available to the Discoms to that extent. As a result, the Discoms have to

TS Discoms are purchasing the power from the short term market
whenever the prices are reasonable, and providing continuous
supply to the consumers.

The comments are against the policies of Gol

The comments are against the policies of Gol
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9

purchase power from the market sources and exchanges, subject to
fluctuations in availability and prices.

The earlier irrational system of price fixation for natural gas and linked to
the US $ and defective production sharing agreements imposed heavy
burdens on consumers of power. To the stranded four gas-based stations
in AP, natural gas was allocated from the D 6 blocks in the KG basin and
Reliance Industries Ltd. failed to supply natural gas to them from March,
2013. In the same KG basin, ONGC was not allowed to increase
production of natural gas from its wells. DGH confirmed that RIL had
indulged in illegal drawing of natural gas from the wells of ONGC worth
about Rs.30,000 crore. Even after RIL started production of natural gas
this year from wells in KG basin, the Gol has not directed it to supply
natural gas to the power stations in AP as per allocations made. On the
other hand, a new contrived system of allowing producers of natural gas
to sell it through open auctions has been allowed by the Gol. It is nothing
but legalized black marketing. RIL itself is auctioning and purchasing the
natural gas produced from wells in the KG basin. The price of natural gas
through this legalized black marketing is prohibitive.

h) Asin the case of coal, in the case of natural gas also taxes being collected

by the Gol and dividend from the central public sector utilities like ONGC,
constitute a substantial part. But no relief is being provided by the Gol to
the State for reducing the burden of tariffs to be paid for purchasing
power from the gas-based power stations. Nor is there any move on the
part of the Gol to rationalize the pricing system for natural gas by
regulating its price based on prudent capital costs and operation and
maintenance costs for production of natural gas and reasonable profit.

Gol has been failing to ensure supply of coal to thermal power stations
as per allocations made by it. The recent artificial shortage created for
coal has led to shortage for power to the Discoms, forcing them to

The comments are against the policies of Gol

Govt. of Telangana, has been rigorously pursuing this matter with
the Govt. of India.

Govt. of Telangana, has been rigorously pursuing this matter with
the Govt. of India.
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K)

purchase in the open market and exchanges where the price for power
went up to Rs.15-20 per unit.

As a part of its anti-people reforms, Gol has been auctioning of coal
blocks even for commercial purposes and inviting foreign direct
investment into mining of coal in the country. The fact of the matter is
that there has been abundant deposits of coal available in the country
and the same can be excavated by the public sector coal companies, with
necessary support and directions from the Gol, but that is anathema to
the Modi Government embarking as it has been on a spree of
privatization of public sector utilities both directly and indirectly.

The Modi Government has been refusing to allocate new coal blocks to
the public sector utility, Singareni Collieries Company Limited. At the
same time, it is moving in the direction of auctioning four coal blocks of
SCCL. Despite the CM of Telangana, Sri K Chandrasekhara Rao, writing to
the Prime Minister to stop auctioning the blocks and allocate the same
to SCCL and almost all the trade unions of workers of SCCL went on strike
for three days against the move of the Gol, the Modi Government
continues to be intransigent.

SCCL requested the Ministry of coal for allocation of coal from its own
mines, instead of from Naini coal block in Odisha, to its stage | Singareni
Thermal Power Project (1200 MW). SCCL made it clear, in its letter dated
6.7.2015, to the Ministry of Coal that it would be able to supply the coal
to its own thermal plant without affecting the existing FSA/linkage
quantity to other allottees. It is strange that the Ministry of Coal allocated
coal from Odisha to the power project of SCCL, in which the Government
of Telangana has ownership share of 51 per cent, while Gol has 49 per
cent, instead of allocating coal from the mines of SCCL which is available.
Despite repeated requests of the GoTS, seeking allocation of coal from
SCCL to its project, there has been no positive response from the Gol
even after six years. As a result, consumers of power in the State continue

TS Govt. has submitted its views on the EA amendment bill, to
the Gol, opposing certain amendments
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to pay higher variable costs for power being purchased from this project
due to avoidable higher costs for transportation of coal from the Naini
coal block in Odisha.

m) The amendments to EA being proposed by the Gol, if come into force,
even in the face of stronger opposition from many States, engineers and
workers in the power sector, public spirited experts and several political
parties, will lead to disastrous consequences. “Animal spirits” have been
arisen and predatory instincts of the private corporate houses have been
in full play as a result of the neo-liberal policies and crony capitalism of
the Gol. For the failures of commission and omission of the Gol, it is the
States which are being penalized with the burdens being passed on to
the consumers in the power sector, in particular, and to the public at
large in general. Taking undue advantage of power being in the
concurrent list of the Constitution, Gol has been exercising its authority
arbitrarily, without any responsibility and accountability for the adverse
consequences and avoidable burdens being imposed on the States and
consumers that have been arising as a result of implementation of its
policies, directions and actions.

TS Discoms shall look into this matter in detail and take necessary
action in line with the directions given by the Hon’ble
Commission.

Forum for Regulators, in its report, made several meaningful and prudent
suggestions. To reduce the financial burden on the Discoms, the Forum
suggested that the Centre should share the cost of stranded power with the
states. It said central funding should cover the fixed cost being paid by the
states for the power generation assets that are no longer functional. States
across the country have been bearing the cost of stranded power generation
assets to the tune of Rs 17,442 crore. The report said 12 states have been
paying the fixed cost for the units which are no longer functional but the
states continue to have power purchase agreements (PPAs) with them. The
surplus energy from these units stands at 129,251 MUs for which the
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consumer is paying but not getting the electricity. The fixed cost of stranded
generation assets is being paid for by the consumers without getting any
benefit. Surplus energy of this magnitude and resultant costs (in the range
of Rs 1.34 per unit) are a matter of great concern," said the FoR report. Most
of the stranded units are gas-based power generation units which are not
functioning for lack of domestic gas supply. Under the PPAs,
power Discoms continue to pay fixed cost even if there is no supply. The
Forum recommended that the burden of the stranded generation assets
should be shared by the Central Government and the State Government
respectively in the ratio of 60:40, in line with central plan funding. The report
has identified major cost factors that impact the price of electricity in the
country. It suggested that "Railways should be brought under an
independent regulatory body as they enjoy monopoly position and are still
unregulated at present.” Coal sector also be bought under independent
regulator "at the earliest." It said, "Coal pricing needs to be regulated as in
other sectors, since itis virtually a monopoly."” It said the Centre should also
consider subsidising railway freight for coal for a distance beyond 750 km.
Among other suggestions to reduce power cost, the FOR recommended
transmission planning based on accurate demand forecasts. It said
mismatch in generation and transmission planning leads to stranded
transmission assets and additional cost is being borne by the states. It has
said the renewable energy projects with storage should be encouraged so
that surplus transmission capacity can be utilised. Other recommendations
made by the FoR include - Clean Energy Cess should be ploughed back to
electricity sector. Clean Energy Cess (CES) of Rs 400 per tonne, levied on coal
should be given to the electricity sector for meeting the cost of environment
norms. (In 2018, it was subsumed under the Goods & Services Tax). "With
due regard to the increasing investment in renewables, the rationale for
continuation of this cess needs review. There is a strong case for reduction
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in clean energy cess. Proceeds from this cess be ploughed back to the
electricity sector to mitigate incremental cost on account of new
environmental norms as per contribution made by each State." In 2019-20,
the CEC collection stood at Rs 24,883 crore.
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In his letter dated 5.12.2021, addressed to the Chief Ministers of Telangana
and Andhra Pradesh, Dr E A S Sarma garu, former secretary, Ministry of
Power, Gol, said, inter alia, that “governments in some States like AP have
been trying to renegotiate PPAs entered into by their predecessors, in view
of the exorbitant tariffs that such agreements will give rise to, adversely
affecting the interests of the consumers. The previous governments had
indiscriminately signed one-sided agreements with the private promoters of
solar electricity generating plants, knowing well that solar technology is an
evolving one with a declining trend in the unit costs. Surprisingly, instead of
lending support to the States and protecting the consumers' interests, the
Union Power Ministry took sides with the private promoters and asked the
States to put a stop to such renegotiation. While there is always the question
of the sanctity of a contract and the legal implications of renegotiating
contracts, it is for a State to decide on the course of action in the interest of
the consumers. The States are well equipped in dealing with such contracts
and finding legally acceptable ways to protect the interestsof the
consumers. In the spirit of upholding the federal balance between the
Centre and the States, the Centre should allow the States to act on
their own, without interfering with their authority.

“A similar issue arises in the case of PPAs signed in the past by some States

with the private promoters of thermal power plants with a highly
regressive provision in the name of "deemed generation clause": which
mandated the State utilities compensating the private promoters for 100%
of the fixed costs, irrespective of whether the plant has supplied electricity
or not. It is the electricity consumer who pays for such malfeasance on the

TS Discoms understand that due to Telangana state being the
first movers in Renewable Energy purchases and owing to its
obligation towards the RPO compliance, TS DISCOMs had
entered into RE PPAs from 2012 (legacy contracts).

TS Discoms have been proactively exploring the cheaper solar
options and as a result have entered into Power Supply
Agreement (PSA) with 1,692 MW NTPC solar plants located in
Rajasthan, Tamil Nadu and Gujarat, under the CPSU Scheme, at
a rate of less than INR 3 per kwWh. Telangana Discoms would
continue to optimise its overall power procurement in the future.
TS Discoms are liable for a penalty for non-compliance of RPOs
for FY 2020-21 (Min: INR 148 Cr, Max: INR 296 Cr.), in order to
comply with the RPO trajectories laid down by MNRE.
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part of the State administration, which by any logic cannot be justified. In a
way, the new Bill before the Parliament will also prevent the State from
renegotiating such PPAs to safeguard the interests of the consumers.

“The Punjab Government has faced public criticism in the matter of high
tariffs resulting from such PPAs signed in the past. In order to protect the
consumers' interests, the Punjab government has since circulated a White
Paper justifying the need for renegotiating the PPAs and introduced a Bill for
that purpose (Punjab Renewable Energy Security, Reform Termination and
Rederimination of Power Tariff Bill) in the Punjab Assembly. | have enclosed
here copies of the White Paper and the Bill for your ready reference. Itis an
excellent initiative taken by the Punjab Government which inspires
confidence among the people of the State.

“I wish the Centre had emulated the example of Punjab and displayed the
same sense of public accountability in dealing with electricity.

“Perhaps, as Punjab has done, the States should similarly assert their
authority under the Constitution and enact laws that preserve their
autonomy in order to safeguard the electricity consumers' interests. Such
laws need to be State-specific. In those States where the consumers are
unduly burdened by the "deemed generation clause™ of the PPAs signed in
the past with thermal power plants, the new law could extend to such PPAs
also.”
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In the face of the onslaught of the Modi Government on the interests of
public at large, public sector utilities, the working class, rights and interests
of the States in the power sector, as in other sectors, the TRS Government
in the State has not been fighting against such onslaughts firmly. It is failing

TS Govt. has been pursuing with the Gol, on the parameters
adversely affecting the TS Discoms.
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to take cognizance of saner alternatives suggested by the FoR, public spirited
experts, and associations of engineers and workers working in the power
sector, etc. It is failing utterly to articulate alternatives and put forth
meaningful and justifiable demands and in taking initiative to move in the
right direction.
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With factual situation in the power sector in the State continuing to be
shrouded in secrecy for the last three years, there has been no scope for
studying the impact of policies and decisions of the Government and
suggesting corrective measures. As per the presentation made by the
Discoms on 30.6.2021 before TSERC, the installed capacity in the State
would reach 25,760 MW by 2022-23. Since this generation capacity is very
huge, need for justifying the same vis a vis growing demand and examining
the same, before giving consent to new projects, is very much imperative.
TS Discoms informed that there has been no load relief from 20.11.2014 and
that, as on 1.6.2021, against a maximum demand of 13,688 MW, the
contracted capacity is 16,603 MW. With this capacity, when the Discoms are
in a position to meet maximum demand during 2021-22, the transmission
contracted capacity approved by the Commission for the same year to the
tune of 21,370.12 MW is, obviously, very high. Then, what is the basis for
additional requirement of an additional installed capacity of 9,157 MW
(25,760 — 16,603 = 9,157) by 2022-23, i.e., an increase of 55.15%, within a
span of less than two years? Despite repeated demands from those who
have been participating in the public hearings being conducted by TSERC, no
long-term load forecast, resource plan, procurement plan, etc., have been
submitted by the Discoms and other power utilities so far or made public,
leave aside holding public hearings on the same. The submissions of the
Discoms on need for additional generation capacities are general in nature

Telangana Discoms have a dedicated wing (Telangana State
Power Coordination Committee) to focus on all the power
purchase related matters of the Discoms. TSPCC explores all the
options of power purchase cost optimisation, while designing its
power procurement planning strategies. Under the purview of
TSPCC, Telangana Discoms have been procuring power via an
adequate mix of Long term, Medium term and Short term
arrangements, depending on the factors like ensuring
satisfactory planning (for meeting demand), sourcing options
availability, cost competitiveness etc.

TS Discoms would like to clarify that the load generation balance
has to be assessed based on the available contracted capacities
to TS Discoms, which include the State Genco capacities, and %
share of the allocated CGS capacities to TS Discoms, and not link
the same with the state installed capacity. As the entire installed
capacity in the state may not cater to the demand of TS Discoms,
as some of them might sell power outside the state or to the
Open Access consumers within the state.

"TS Discoms would like to clarify that out of the total installed
capacity in the state, the capacities of Hydro energy sources
operate only for a few months of the year & capacities of Non-
Conventional energy sources operate only for a few hours of a
day and not round the clock. Hence, it is not appropriate to
consider the installed capacities for hydro and NCES, while
evaluating the demand supply scenario of the state."”
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and do not give specific requirement of additional power year-wise and
major source-wise.

The contracted capacity approved by the Hon’ble Commission in
its transmission MYT order was predominantly due to the
expected surge in LIS loads. The peak demand of the TS Discoms
is expected to increase from 13,688 MW in the upcoming future,
as a result of the LIS loads. TS Discoms are obligated to supply
24x7 power supply to its consumers (including agriculture), and
are bound to contract with additional capacities to ensure no
power interruptions in state.

TS Discoms have submitted the Resource Plan for the 4t Control
Period (FY 2019-20 to FY 2023-24), on 315t October 2018, before
the Hon’ble Commission, which contains the long term sales and
load forecast. TS Discoms are in the process of filing the power
procurement plan for the aforesaid period.
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For the year 2022-23, the Discoms have shown availability of total
generation capacity of 19987.95 MW plus 550 MW from PTC India Ltd. under
medium-term for a few months in the year. They have shown availability of
power to the tune of 87288 MU and requirement of 84222 MU - 55299 MU
for SPDCL and 28923 MU for NPDCL - with a surplus of 3066 MU. When
such is the position, where is the need for 25,760 MW as projected by the
Discoms by 2022-23? The availability of power is estimated after taking 76%
PLF for thermal stations of TS Genco and reduction of availability of hydro
power from 4921 MU for 2021-22 to 4000 MU for 2022-23. The Discoms
have informed that the expected CoD of the 4™ unit of BTPS (270 MW) is 1%t
January, 2022, that YTPS first unit (800 MW) is expected to be commissioned
on 1%t March 2023 and that the expected CoDs of Telangana STPP (2x680
MW) are 15t October, 2022 (Unit I) and 1°t January, 2023 (Unit II). In other
words, availability of power would increase substantially for the year 2023-
24.

Telangana Discoms have a dedicated wing (Telangana State
Power Coordination Committee) to focus on all the power
purchase related matters of the Discoms. TSPCC explores all the
options of power purchase cost optimisation, while designing its
power procurement planning strategies. Under the purview of
TSPCC, Telangana Discoms have been procuring power via an
adequate mix of Long term, Medium term and Short term
arrangements, depending on the factors like ensuring
satisfactory planning (for meeting demand), sourcing options
availability, cost competitiveness etc.

TS Discoms have considered the energy availabilities for FY 2022-
23, as per the projections shared by the respective generating
station and energy requirement as per the estimated sales
projections, and loss levels. While, it has led to an energy surplus
of 3,066 MU, on an annual basis, the same may not be true for
all months of the year i.e. in some months of FY 2022-23, TS
Discoms may have an energy deficit situation.
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"TS Discoms would like to clarify that out of the total installed
capacity in the state, the capacities of Hydro energy sources
operate only for a few months of the year & capacities of Non-
Conventional energy sources operate only for a few hours of a
day and not round the clock. Hence, it is not appropriate to
consider the installed capacities for hydro and NCES, while
evaluating the demand supply scenario of the state."”

TS Discoms are obligated to supply 24x7 power supply to its
consumers (including agriculture), and are bound to contract
with additional capacities to ensure no power interruptions in
the state. Having said that, in case, there is an energy surplus
scenario in some time block durations, TS Discoms shall engage
in the sale of such surplus power, based on the cost
competitiveness.

Also, it is to be clarified that the hydro availability of 4,921 MU in
FY 2021-22, is predominantly due to a record high hydro
generation of 3,074 MU in H1 FY 2021-22, which can be
attributed to a good monsoon season in H1 FY 2021-22.

Itis to be noted that the Hydro generation was 3,424 MU only in
the FY 2020-21 and such seasonal conditions in FY 2021-22 can’t
be considered as a norm and used for the estimates for FY 2022-
23. Hence, a moderated reduction over FY 2021-22, has been
considered for Hydro availability in FY 2022-23.
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For the year 2022-23, SPDCL has projected total sales of 48823 MU and
transmission and distribution losses of 6476 MU (11.71 per cent). NPDCL has
projected total sales of 25905 MU and transmission and distribution losses
of 3018 MU (10.43 per cent). For the year 2018-19, the Hon’ble Commission
approved T&D losses of SPDCL as 13.77 percent and 13.62 percent for
NPDCL. In their presentation made before the Hon’ble Commission on
30.6.2021, the Discoms claimed that, after formation of the Telangana State,

TS Discoms would like to clarify that the T&D losses for FY 2022-
23, have been computed based on the voltage-wise distribution
loss targets and TS Transco loss targets prescribed by the Hon’ble
Commission in its Wheeling Tariff Order for the 4t" Control Period
and the Transco MYT Order for the 4% Control Period,
respectively. Hence, the loss reduction mentioned in the said
duration, is as per the loss targets set by the Hon’ble
Commission.
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asum ofRs.31,968 crore has been invested for transmission and distribution
networks. Despite such investments, SPDCL has projected a reduction of
T&D losses by 2.06 percent for 2022-23 compared to those approved by the
Commission for the year 2018.19 and NPDCL has projected the same by 3.19
percent. On average, for a period of four years, the reduction works out to
about 0.5 per cent for SPDCL and 0.80 per cent for NPDCL. Compared to the
higher T&D losses that have been continuing year after year, the proposed
reduction is meager. Moreover, that the Discoms have been claiming
implementation of free supply of power to agriculture for 24 hours a day as
per the policy of the Government, it is obvious that a percentage of theft
and pilferage of power can be shown as agricultural consumption. For
agriculture, power is not required throughout the day and throughout the
year. It is required during agricultural seasons only. The projections of
agricultural consumption of power being made by the Discoms and the
methodology they are adopting for the same under the arrangement of free
supply are questionable. In other works, there is scope for reducing T&D
losses substantially than what is being projected by the Discoms. Have
Transco and the Discoms achieved the targets of reduction of T&D losses
(AT&C losses) as agreed to under UDAY?

TS Discoms would like to state that the assessment of agricultural
consumption is done every month, as per the ISI methodology,
approved by the Hon’ble Commission and the same are
submitted to the Hon’ble TSERC. For this purpose, the sample for
each capacity (i.e., kVA rating) is chosen using random sampling
procedure. The consumption of each of these sample DTRs are
measured each month. The average consumption per DTRis then
estimated from the total consumption of all the sample DTRs in
each circle. The average DTR consumption of each capacity of
DTR population is the basis for extrapolation of the agricultural
consumption. Since the metering is done on the LV side of the
agricultural DTRs, the assessed consumption as per the
procedure includes the consumption of any unauthorized
agricultural services, if present.

Though, the TS Discoms, like many other states in the country,
have not achieved the UDAY AT&C loss level targets yet, but have
shown a significant reduction in its actual distribution loss levels
from FY 2017-18 to FY 2020-21 (from 11.35% to 9.81% for
TSSPDCL, from 11.01% to 9.03% for TSNPDCL). This reduction
was possible due to the various loss reduction measures and
strategic investments undertaken by the TS Discoms.
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The Discoms have maintained that the “main reasons” for their “losses” are
the policies of the Government of India - increase in clean energy cess on
coal from Rs 50 per tonne to Rs.400 per tonne; increase in cost of coal by
about 6 percent to 10 percent every year; increase in railway freight by 40
percentin the last four years; and increase in per unit cost of thermal power
plants due to their backing down to enable must-run status of renewables.
When increases in variable costs are being projected by the Discoms and
factored into their annual power purchase cost by the Hon’ble Commission
or allowed as pass through under their true-up claims, it naturally leads to

TS Discoms would like to state that the last tariff hike in the state
was approved by the Hon’ble Commission in FY 2016-17.

While, it has been five years now since the last tariff hike, but in
the said duration, all the costs incurred by TS Discoms in terms of
Power purchase cost, Transmission and Network cost etc. have
increased significantly, leading to a constantly increasing revenue

gap.
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increase in cost of service and revenue requirement of the Discoms, but they
cannot be the reasons for “losses” of the Discoms. The Discoms have not
explained the other reasons for the revenue deficits they have projected in
the subject filings.
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The Discoms have not explained the reasons and components that have
contributed to their projected revenue deficits. What are the latest
accumulated dues the Discoms have to collect from different categories of
consumers, especially from the departments of the Governments, both the
Central and State, and local bodies? @ What are the dues from the
Government in terms of subsidy and schemes like UDAY? What are the dues
the Discoms have to pay to generators/suppliers of power, including TS
Genco? What are the dues the Discoms have to clear to Banks and financial
institutions from whom they borrowed loans and the interest thereon?

Category wise Pending arrears as on 31.12.2021

Consumer Category 'zrr?g?sn)t
LT:
Category - | - Domestic supply 469.30
Category - Il - Commercial 106.37
Category - Ill - Industrial supply 15.23
Category - IV - Cottage Industries 0.50
Category - V - Irrigation & Agriculture 77.29
Category - VI - Public Lighting & PWS 1594.86
Category - VII - General Purpose 37.43
Category - VIII - Temporary Supply 041
Sub - total (a) 2301.39
HT:
Category - | - Industrial 898.21
Category - Il - Others 28.27
Category - Ill - Aviation activities at Air Ports 1.70
Category - IV - Irrigation & Agriculture 4744.94
Category - V - Railway Traction 3.74
Category - VI - Colony Lighting 0.47
Category - VII - Temporary Supply 14.68
Category - VIII - Electricity Co -op.societies 495.84
Sub-total (b) 6187.86
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Total (atbh) 8489.25

Further, the said information is already available in the TS
Discoms’ annual reports, which are available in the Discom
websites.
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For the year 2022-23, the Discoms have projected a total sales of 74727 MU.
They have projected availability of NCE/RE to the extent of 8953 MU. The
Discoms have projected availability of hydel power of 4000 MU for 2022-23
against 4921 MU for 2021-22. After reducing hydel availability of 4000 MU,
the projected sales for 2022-23 work out to 70727 MU. The percentage of
RE out of total sales minus hydel power works out to 12. As per the order
given by the Hon’ble Commission on renewable power purchase obligation
dated 30.4.2018, the Discoms have to purchase a minimum of 8 percent RE
out of total consumption for the year 2021-22. Out of that minimum
purchase, solar power should be 7.10 per cent and non-solar power 0.90 per
cent. Out of the projected non-hydel power sales of 70727 MU, solar power
purchase of 8394 MU works out to 11 percent. Knowing full well that for
purchasing power from must-run RE/NCE stations, why did the Discoms
enter into long-term PPAs to purchase RE exceeding the minimum of 8 per
cent, i.e., more by 4 percent, by the year 2022-23? When the Hon’ble
Commission held public hearing in 2018 on the proposals of RPPO, the
Discoms then represented by the then CMD of the erstwhile TSCPDCL, Sri G
Raghuma Reddy garu, strongly pleaded before the Commission not to
enhance the minimum percentage under RPPO from the then prevailing 5
percent. Then, who forced the Discoms to enter into PPAs with RE units on
long-term basis and at higher costs exceeding their minimum obligation
under RPPO by fifty percent?

TS Discoms would like to clarify that the RPO computations have
to be done on the Energy Input and not Energy sales.

TS Discoms would like to state that while entering the PPAs for
purchase of RE power, TS Discoms are also examining the RPPO
targets in vogue both at State level & National level. Ministry of
Power notified Long term growth trajectory of Renewable
Purchase Obligations (RPOs) for Solar as well as Non-Solar for
three years’ period from 2019-20 to 2012-22, which are as under

Year/RPPO 2019-20 2020-21 2021-22
Non-Solar 10.25% 10.25% 10.50%
Solar 7.25% 8.75% 10.50%
Total 17.50% 19.00% 21.00%

Currently TS Discoms are exceeding the RPO targets as notified
by TSERC, however going further these targets are further likely
to be enhanced as the targeted RE capacity addition at India level
has been revised to 450 GW by 2030 (350 GW Solar and 100 GW
Non-Solar). Also, due to the generation from the Rooftop solar
and the future participation in KUSUM scheme, the TS Discoms
are likely to exceed the targets set by the Hon’ble Commission.

Though at present, it is not mandatory for the State DISCOMs to
comply with the MoP notified RPPO trajectory, itis likely that the

35




State RPPOs may be directed to align with the MoP RPPO, in
terms of National Tariff Policy. And particularly in view of the
proposed Amendment to the section 142 of the Electricity Act
2003, which proposes for imposing penalties (ranging from
Rs.0.25/kWh to Rs. 2.00/kWh) for non-compliance of RPPO
targets, it is required that the TS Discoms shall be prepared to
meet the larger RPPO targets in phased manner, that may be
imposed in future by MOP, Gol on all the states, including the
state of Telangana.

TS Discoms are liable for a penalty for non-compliance of RPOs
for FY 2020-21 (Min: INR 148 Cr, Max: INR 296 Cr.), in order to
comply with the RPO trajectories laid down by MNRE.
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The Discoms have requested the Commission to consider any deviation in
actual sales vs approved for the category of lift irrigation schemes due to
high impact of such deviations in the upcoming lift irrigation projects will
cause on the overall sales and projected revenue. They have requested the
true up of actual sales and revenue for this category be allowed as an
exception in the coming year, as this is the year where commissioning of
majority of the new pumps have been projected and any delay in the same
will impact the financial positions of the Discoms very severely. They
requested the Commission to make necessary additional provisions to the
existing clauses in Regulation No.4 of 2005 of APERC, considering the
exceptional scenario involving a subsidizing category. In other words, the
projected sales for LIS projects may vary, depending on the stage of their
commissioning. For that the responsibility rests on the department of
irrigation. True-up/true-down arises only after the variations take place
actually. There should be necessary coordination between the department
of irrigation and the Discoms to achieve synchronization of commissioning
of the LIS projects and necessary arrangements for supply of required power
to them, with obligations on both sides to stick to their respective schedules

TS Discoms would like to state that currently there is no provision
of revenue true-up in the existing state regulations in place.
Many other states in India have such provisions that take care of
the variation in sales mix and hence the resultant revenue
variation, along with the variation in the actual costs vis-a-vis the
approved costs, are trued-up on a regular basis.

Such variation in the actual revenue vis-a-vis the approved
revenue severely affects the financial condition of TS Discoms. TS
Discoms are in the process of filing a petition, requesting
amendments in the existing regulations, in this regard.

TS Discoms would like to clarify that the LIS sales projections have
been considered based on the inputs received from the
department of Irrigation, from various LIS schemes/ projects.
Having said that any variation in the actuals vs approved sales,
has to be passed on to the consumers and not borne by Discoms,
as the scope of variation in sales is beyond the scope of the TS
Discoms. TS Discoms have adopted two-part tariff for LIS
consumers, to enable recovery of fixed costs.
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and to bear the burdens of deviations that may arise in practice as a result
of their failures of commission and omission. Such burdens should not be
imposed on the consumers of power. There is no scope for an exception.
Therefore, we request the Hon’ble Commission not to make any additional
provisions to the existing clauses in the Regulation which the Discoms have
not explained specifically to permit true-up as an exception.

Due to the significantly higher quantum of LIS sales projections
in FY 2022-23 (~19% of total sales), TS Discoms requested the
Hon’ble Commission for an exception in FY 2022-23, in this
regard.

31

Though the Discoms have projected an availability of surplus power to the
tune of 3066 MU, they have not shown month-wise requirement and
availability of surplus or deficit during the year 2022-23. They have not
considered any sale of surplus power, as the cost of such additional purchase
is expected to be higher than the revenue from sale of surplus energy. The
estimated energy deficit, which is not quantified, is proposed to be bought
from the short-term market at a projected cost of Rs.3.85 per unit. The
Discoms have not explained the basis for this price, even while showing that
price for 2021-22 as Rs.3.59 per unit. Though the Discoms have mentioned
increase in per unit cost of thermal power plants due to their backing down
to purchase must-run renewable energy, they have not projected the
quantum of thermal power to be backed down and fixed charges to be paid
therefor. They have not given data relating to backing down of thermal
power during 2019-20, 2020-21 and 2021-22 and fixed charges paid
therefor. For availability of power, the Discoms have taken overall PLF of
thermal stations of TS Genco as 76 percent for the year 2022-23 against 70
percent for 2021-22. The threshold level of PLF has to be taken into account
as considered in the respective PPAs.

TS Discoms have considered the energy availabilities for FY 2022-
23, as per the projections shared by the respective generating
station and energy requirement as per the estimated sales
projections, and loss levels. While, it has led to an energy surplus
of 3,066 MU, on an annual basis, the same may not be true for
all months of the year. TS Discoms also clarify that the installed
capacity of hydro stations, is applicable only for a few months of
the year.

TS Discoms have shown the month-wise energy availability,
month-wise sales and voltage-wise losses, as per the prescribed
RSF formats. The month-wise energy deficit/ surplus can be
arrived based on the abovementioned parameters.

TS Discoms have not estimated any sale of surplus power in FY
2022-23 due to the cost competitiveness i.e. TS Discoms have
considered the energy dispatch in line with the energy
requirement only. For showing sale of surplus power, TS Discoms
have to purchase power at a higher rate and sell such power at a
cheaper rate, which is not feasible.

Though, on a real time basis, if the market conditions are
favorable, TS Discoms shall engage in the sale of surplus power
in various time blocks, as done in the recent years. The details of
quantum of surplus sale and revenue earned, from FY 2015-16 to
FY 2021-22, have already been submitted to the Hon’ble
Commission, as part of the Additional information requested.
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The basis for short-term purchase rate has been mentioned in
the ARR filing petition under the Bilateral purchase section —
“Rates for such purchase for H2 FY 2021-22 and FY 2022-23, have
been considered in line with actuals for FY 2020-21".

The Short-term purchase rate for FY 2020-21 was INR 3.85/kWh.
While, for H1 FY 2021-22, the same was INR 3.23/kWh. Hence,
the arrived rate is INR 3.59/kWh for FY 2021-22 and INR
3.85/kWh for FY 2022-23.

TS Discoms are not obligated to submit the information on
backing down of generation, as per the prescribed filing formats
and write-ups. TS Discoms shall abide by the instructions of the
Hon’ble Commission for submission of any additional
information, as required.
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The Discoms have rightly pointed out that meeting the irrigation needs is of
primary importance and generation of power is subject to meeting the
irrigation needs. They have explained that a high quantum of 3094 MU of
hydel generation during the first half of 2021-22 can be attributed to a good
monsoon and that a similar trend may continue in 2022-23. In that case, the
Discoms have not explained the basis for reducing availability of hydel power
to 4000 MU for the year 2022-23 from 4921 MU for 2021-22. The Discoms
have also not explained as to why no availabilities of hydel power from
Machkund and Tungabhadra projects have not been considered.

TS Discoms would like to clarify that the hydro availability of
4,921 MU in FY 2021-22, is predominantly due to a record high
hydro generation in H1 FY 2021-22, which can be attributed to a
good monsoon season in H1 FY 2021-22.

Itis to be noted that the Hydro generation was 3,424 MU only in
the FY 2020-21 and such seasonal conditions in FY 2021-22 can’t
be considered as a norm and used for the estimates for FY 2022-
23. Hence, a moderated reduction over FY 2021-22, has been
considered for Hydro availability in FY 2022-23.

The detailed reasons for considering no availabilities of hydel
power from Machkund and Tungabhadra projects, have already
been submitted to the Hon’ble Commission, as part of the
Additional information requested. The objector is kindly
requested to refer to the same.
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The capital costs of thermal power projects taken up by TS Genco tended to
be very high. Execution of the projects also delayed for long periods, leading
to escalation in capital cost and interest during construction. As per the

TS Discoms would like to state that the Hon’ble Commission will
determine the Capital Cost and tariff after Prudence Check based
on the bench mark norms specified from time to time.
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latest estimates shown during public hearings conducted by the Hon’ble
Commission in the month of June, 2021, the capital costs of some of the
projects per MW in Crore Rupees are given below:

a) Bhadradri TPS Rs.7.90 cr
b) Yadadri TPS Rs.7.49 cr
c) Kakatiya TPP stage | Rs.5.92 cr

d) KTPP stage Il Rs.7.233 cr
e) KTPS stage VI Rs.6.935 cr

These capital costs are likely to be revised upwards again. This is another
dubious distinction under the KCR regime. Such inflated capital costs, if
permitted by the Commission, would lead to higher fixed charges for
purchasing power from them and impose avoidable additional burdens on
the consumers. The earlier Hon’ble Commission had disallowed huge
amounts from capital costs shown for some of the thermal power projects
by TS Genco and SCCL.

While determining the Capital cost or tariff of the project, the
Hon’ble Commission will scrutiny the reasonableness of the
capital expenditure, financing plan, interest during construction,
use of efficient technology, cost overrun due to delay in
execution of the project, time overrun and such other matters
considered appropriate.
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There have been manipulations in power purchase agreements as a result
of which avoidable hefty additional burdens are being imposed on the
consumers of power. The following are some of the points, among others,
which confirm this:

a) The then TSERC had given its consent to the PPA the TS Discoms had with
Thermal Powertech Corporation India Limited for purchasing 570 MW
thermal power for a period of 8 years. The terms and conditions of the
bidding were manipulated to facilitate TPCIL becoming the sole bidder.
The fixed cost allowed is higher by Rs.0.82 per kwh, compared to the
fixed cost of Rs.1.82 per kwh at which the same TPCIL is supplying power

The earlier PPA was signed for 500 MW (Net) by all four DISCOMs
under Case-1 bidding route for supply of power from Unit-I (660
MW) of the TPCIL. This procurement was initiated in the year
2010 and the financial bid was submitted in 2011. The rates
submitted in 2011 cannot be compared with the prices in 2016.
TPCIL is not the sole bidder as claimed, number of bids are
received in response to the tender.
The earlier PPA was signed for 25 years whereas the PPA for 570
MW was signed in 2016, that too for a period of 8 years only.
Hence the rates in the both bids are not comparable. Tariff quoted
in shorter period are slightly higher than tariffs committed for 25
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b)

from a plant its same project under the existing PPA with the four
Discoms of TS and AP. As a result, an additional and avoidable burden of
Rs.2784 crore is being imposed on the consumers during the period of
the PPA. With detailed analysis of the order, | wrote a letter dated
25.2.2016 to the TSERC, the contents of which were published in the
media, but there was no response to it from the Commission and the
parties to the PPA.

The MoU and PPA signed with Chattisgarh Power Distribution Company
Limited on long-term basis has been questionable and detrimental to the
interest of consumers of the TS Discoms. Objectors filed elaborate
submissions questioning that deal before TSERC during public hearing.
The tariff is projected to be Rs.3.90 per kwh for 2022-23, as it was for the
last two years.

When TSERC ac ted as a one-man Commission, several petitions filed by
private developers, who had PPAs with TS Discoms for supply of solar
power on long-term basis, seeking extension of time for completing their
units, extensions were granted by the Commission, with Discoms failing
to object to such extension sought by the private developers. Due to
delay in execution of their units and extension of time given, the
developers got the benefit of reduction in prices of solar panels, etc.,
without reducing the old higher tariffs. Moreover, no public hearings
were held on those petitions. Had the Discoms cancelled those PPAs and
gone in for fresh biddings or insisted on reduction of the old higher tariffs
in tune with the then market trends, it would have benefited the

years

period. Considering TSGENCO Capacity additions,

TSDISCOMs limited the PSA (570 MW) for eight years only.

Fixed charges in earlier PPA under Case-I bidding was increasing
year-on-year (Escalation component present) whereas the Fixed
Charge in this PPA under DBFOO would be decreasing by 2% year-
on-year, which would be advantageous to TSDISCOMs. Therefore,
Tariffs in the both PPAs are not comparable.

At the time of formation of the Telangana State, there
had been severe power crisis with load relief given to all
categories of consumers including industries, which led to
entering into an MoU between the State of Telangana
and State of Chhattisgarh during the year 2014 wherein,
Marwa (2x500 MW) capacity has been identified as
dedicated source of supply to Telangana. Accordingly, a
Power Purchase Agreement was entered by TSDISCOMs
with CSPDCL on 22.09.2015 with the tariff to be
determined by CSERC under Section-62 of the Electricity
Act 2003.

As per the National Tariff Policy, “all future requirement of
power should continue to be procured competitively by
Distribution Licensees except in cases of expansion of existing
projects or where there is a company owned or controlled by
the State Government as an identified developer.......... 7

As per the provisions stated above, the PPA was entered with
Chhattisgarh  Power Distribution Company Ltd by
TSDISCOME.
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d)

consumers substantially. Extension of time was given to the private
developers even considering delay in acquisition of land by them as a
condition of force majeure! As a result, thousands of Crores of avoidable
and additional burdens are being imposed on the consumers during the
period of the PPAs of those units.

The power supply agreements the TS Discoms had with NTPC for supply
of 400 MW solar power, partly combined with bundled thermal power,
had come up for public hearing before the Commissin in the middle of
2021. The solar power is being purchased by NTPC Vidyut Vyapar Nigam
Ltd., the trading wing of NTPC, from private developers and supplied to
the Discoms @ Rs.4.66 per unit. Here, too, the Discoms did not try to
negotiate reduction of price with NTPC in tune with the market trends,
though there has been abnormal delay in commencing supply of power
under the said PPAs or cancelling the PSAs. The terms and conditions in
the PSAs with NTPC and SECI (for supply of solar power) are detrimental
to the interests of the Discoms. As a result, hefty avoidable and additional
burdens are being imposed on the consumers. We submitted elaborate
objections and suggestions to the Commission but to no avail.

Despite our detailed objections and suggestions on terms and conditions
in the PPA the Discoms had with NTPC for purchase of power from
Telangana STPP phase |, and the directions given by the earlier TSERC to
the Discoms to negotiate with NTPC and modify several terms and
conditions in the PPA, the Discoms failed to bring round NTPC and
protect interests of the consumers.

The TS Discoms have entered into a medium-term agreement with PTC
India Ltd. for procurement of 550 MW for 6 months in a year, under the

Moreover, the appropriate State Regulatory Commission
determines the tariff for the project as mandated by the
Electricity Act, 2003.

ii) CSERC has determined the tariff of Marwa vide order
dated 07.07.2018, aggrieved by this order TSDISCOMs
filed appeal N0.391/2018 before APTEL, which is pending
for adjudication. TSDISCOMSs are paying provisional tariff
0f Rs.3.90/kWh for the supply of power from CSDISCOMs
as per TSERC interim order dt.31.03.2017.

Considering the various factors like delay in TS i-pass approvals,
land acquisition and conversion issues, connectivity issues etc.,
Govt. of Telangana granted extension of time for completion of
the Solar power.

The Hon’ble TSERC after careful examination, considering the
requirement of encouraging renewable sources of energy,
accorded approval for extending the SCOD up to 30.06.2017.
Further directed to file individual petitions for amending the PPAs
in respect of penalties and re-fixation of tariff.

As such, the revised SCOD for the individual projects were
finalized by the Commission orders duly hearing the arguments of
both parties (viz., DISCOMs & Solar Power Developers). Itis
pertinent to mention that penalties were also levied for delay in
achieving the COD and BGs were en-cashed in certain cases
penalizing for delay in SCOD.

It may be noted that Power Sale Agreements for procurement of
400 MW Solar power bundled with 200 MW Thermal power under
JNNSM Phase-Il State Specific Bundled Scheme were signed in
2016. In view of the delay in adoption of tariffs (discovered
through competitive bidding by NTPC) by CERC, the issue
pertaining to according consent to the PSAs entered with NTPC
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MoP notified pilot scheme for aggregation of 2500 MW for three years
through competitive bidding. The tariff has been Rs.4.29 per unit for the
years 2020-21, 2021-22 and 2022-23. Under the same scheme, PTC is
supply power to Kerala from this month @ Rs.3.26 per unit. | request the
Hon’ble Commission to direct the Discoms to cancel their agreement
with PTC for the year 2022-23. Surplus power is projected to be available
for 2022-23 by the Discoms and additional power, if required, can be
purchased from the market and through exchanges at a lesser price.

came up for public hearing during 2021. The power from these
projects has been scheduled to TSDISCOMs from respective CODs
of the plants from the year 2017. As such, the tariff from these
projects cannot be compared with the latest tariffs. Also, before
signing the Power Sale Agreements for the said procurement.
TSDISCOMSs, held series of discussions/ deliberations/negotiations
with NTPC/SECI and were successful in modifying certain
provisions of the PSA, safeguarding the interests of the end
consumers. However, it may be noted that the majority provisions
of PSA are in line with the guidelines issued by Govt. of India and
are non-negotiable which cannot be modified as the Solar tariff
was discovered through competitive bidding in the year 2016.

Pursuant to the directions given by the Commission in the Interim
Order, TSDISCOMsheld discussions with NTPC several times for
incorporating the modifications in the Clauses of PPA of TSTPP. In
reply, NTPC vide letter dated 14.10.2016 &18.01.2019 have
furnished their views. TSDISCOMs have communicated NTPC
comments to the Commission. The Commission also addressed
TSDISCOMs to take legal opinion on jurisdiction of appropriate
commission for determination of tariff.

In response, TSDISCOMs submitted the legal opinion to TSERC,
wherein the counsel opined that the appropriate Commission to
determine the tariff of NTPC’s TnSTPS in question is the Central
Commission under Section 79 of the Electricity Act, 2003

And as per the direction of TSERC on 02.02.2021, Supplementary
Agreement was entered between NTPC and TSDISCOMs on.
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09.04.2021 to the extent of terms mutually agreed and submitted
to Hon’ble TSERC.

By taking into consideration all the stake holders objections,
Discoms and NTPC Replies, Hon’ble TSERC has issued consent to
the PPA of Tn STPP Ph-l on 25.08.2021.

Pilot Scheme-1

In Pilot Scheme-| the tariff of Rs.4.24/Kwh (excluding Trading
Margin of Rs.0.05/Kwh) and was discovered through Competitive
Bidding conducted in the year 2018, Whereas, the supply of
power from PTC to Kerala is under Pilot Scheme-Il the tariff of
Rs.3.26/Kwh excluding Trading Margin and was discovered
through Competitive Bidding conducted in the year 2020.

Further, in Pilot Scheme-I, the Generator had agreed to supply
power in a staggered manner of 6 months in a year as requested
by TSDISCOMs i.e., for Rabi & Khariff seasons, whereas in Pilot
Scheme-II minimum off-take is 85%, which is mandatory through-
out the year continuously.

If power off-take is less than 85%, then penalty would be levied,
whereas, in the pilot Scheme -, the minimum power off take is
55% and if power off take is more than 55%, then utility would get
1% discount in tariff for every 5% incremental off-take beyond
55%.
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The Terms & conditions of Pilot Scheme-l & Il are different and
detailed below:

Sl.
No

Parameter Pilot-1 Pilot -

Minimum off take to | 55%/month for six
1 . 85%/Month
avoid penalty months

Consists of base fixed and
variable charges. Fixed remains
constant, while escalation on
variable charges will reflect
50% of variation in Whole Price
Index (WPI).

Fixed for

2 Tariff
3years
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If PPAs are entered into indiscriminately to purchase unwarranted and high-
cost power on long-term basis, unrelated to growing demand, giving a go-by
to ideal power mix to the extent possible to suit fluctuating demand curve
and consents given to the same by the SERC, it would lead to availability of
substantial surplus power on a large scale, with resultant disastrous
consequences, and imposing avoidable burdens on consumers of power on
a large scale over the years, as experience in Andhra Pradesh has confirmed
conclusively. Thousands of crores of Rupees are being claimed by AP
Discoms under true-up every year as a result of entering into long-term PPAs
for purchasing unwarranted and high-cost power, especially from solar and
wind units and some private projects and consents given to the same by the
then APERC, among other factors, during the regime of the Chandrababu
Naidu Government. Despite having an abnormal surplus ranging from 8000
MU to 10,000 MU per annum and backing down the same, AP Discoms have
been resorting to purchase of thousands of MU in the open market and
through power exchanges every year, because the must-run renewable

Telangana Discoms have a dedicated wing (Telangana State
Power Coordination Committee) to focus on all the power
purchase related matters of the Discoms. TSPCC explores all the
options of power purchase cost optimisation, while designing its
power procurement planning strategies. Under the purview of
TSPCC, Telangana Discoms have been procuring power via an
adequate mix of Long term, Medium term and Short term
arrangements, depending on the factors like ensuring
satisfactory planning (for meeting demand), sourcing options
availability, cost competitiveness etc.

TS Discoms would reiterate that they are obligated to supply
24x7 power supply to its consumers (including agriculture), and
are bound to contract with additional capacities to ensure no
power interruptions in the state. All the PPAs entered by the
Discoms are approved by the Hon’ble Commission.
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energy they have been forced to purchase cannot meet peak demand,
thereby increasing avoidable burdens on the consumers! This is in addition
to tariff hikes and hefty subsidy being provided by the Government. Similar
situation, with a difference in degree, is getting unfolded in Telangana also.
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In the annual retail supply tariff orders, TSERC used to include cost of power
purchase based on the quantum required to be purchased for meeting
demand in the financial year concerned. As such, costs of backing down
surplus power and variations in additional purchases are not being covered
in the annual revenue requirement of the Discoms as determined by the
Commission. As a result, claims under true-up are being made by the
Discoms for huge amounts. With the kind of deficiencies in the system of
true-up, consumers are being burdened additionally, and Discoms are
suffering financial losses to the extent their claims for true-up are not
allowed by the Commission.
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When questionable decisions taken by the Discoms and proposals or
petitions submitted to the Commission for its approval, may be at the behest
of the GoTS, it is for the Commission to regulate them in a rational way and
within the limitations of law and its regulations to prevent imposition of
avoidable burdens on the consumers to the extent practicable. Unless the
Commission regulates in a rational way, taking a holistic view, the tendency
of the powers-that-be and the Discoms entering into long-term PPAs for
purchase of unwarranted and high-cost power, etc., with questionable
terms and conditions detrimental to larger consumer interest, regulations
alone cannot undo the damage being done in the form of various problems
that are arising. When regulatory diagnosis of the issues and problems is
sound, first and foremost, preventive steps need to be taken during the
regulatory process itself to avoid undesirable consequences that can and
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should be avoided. It is in the interest of the Discoms and their consumers
of power. Otherwise, it will not be possible to take curative steps in legal
terms and the damage to larger consumer interest being done cannot be
undone for several years.
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Aware as we are of the constraints and limitations of the Hon’ble
Commission under the law, we request it to examine the above submissions,
among others, and undo the damage being and will be caused to larger
consumer interest to the extent possible within the limitations of its powers
by disallowing what is impermissible and reduce the burdens proposed to
be imposed on the consumers. In view of the limitations of the Commission,
it is for the people at large to protect their interests by opposing the
proposed hefty burdens and bringing pressure on the Governments at the
Centre and in the State through concerted action.

This is under the purview of the Hon’ble Commission.
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Replies to the Objections/Suggestions raised on ARR & Tariff Proposals for Retail Supply Business including Cross Subsidy Surcharge for Open
Access Consumers for the FY 2022-23 by Sri M.Venugopal Rao, Senior Journalist & Convener, Centre for Power Studies, H.No.1-100mp/101
Monarch Prestige, Journalist's Colony, Serilingampally Mandal, Hyderabad -500032(set-2)

S.No.

Summary of Objections / Suggestions

Response of the Licensee

The Discoms have requested the Hon’ble Commission to bring about an
amendment to Regulation 4 of 2005 to put a mechanism for automatic pass
through of power purchase cost adjustment in view of the enforcement of
Electricity (Timely Recovery of Costs due to change in Law) Rules, 2021 by the
Central Government dated 22.10.2021. They have submitted that the
implementation of the rules by generating company or transmission licensee
on monthly basis without provision for the distribution licensee to recover
the same on monthly basis from the consumers shall have adverse impact on
the financials of the Discoms leading to huge working capital costs and also
affect the entire value chain of the power sector. Such an automatic pass
through of impact in cost due to change in law by a formula is unwarranted.
Terms and conditions in the PPA govern various aspects, as far as costs of
purchase of power from the generators by the Discoms are concerned. Terms
and conditions in the PPAs also contain a clause providing for applicability of
change in law. Working out a formula for automatic pass through of the
impact of change in law in terms of cost of power purchase may lead to
divergent interpretations and disputes and bypasses regulatory examination
of the veracity and permissibility of such impact. True-up claims under
various uncontrollable factors can be made by the Discoms (and State
transmission utility also) and the Hon’ble Commission considers the same
after holding public hearings as per regulations applicable, that, too, with
permissible carrying cost. Variations in costs of power purchase are also
included under true-up claims. Moreover, the Discoms have every right to
examine the impact of change in law as and when generators or transmission
utility show the same in their monthly bills and contest its veracity and
permissibility, if they consider it questionable. Therefore, we request the
Hon’ble Commission to reject the proposals of the Discoms for amending the
said Regulation.

The MOP order dated 09.11.2021, states the following -

“5. Distribution companies face revenue constraints as the
corresponding pass through of cost is not done regularly and
timely in the retail tariff. Timely collection of revenue from
consumer would ensure timely payment by the distribution
company to the generating stations and coal companies.

6. Section 62(4) of the Electricity Act provides that tariff or part
of any tariff can be amended more frequently than once in any
financial year in respect of any changes expressly permitted
under the terms of any fuel surcharge formulae as may be
specified.

7.....The present mechanism leads to delays. It may be changed
to provide for automatic pass through in tariff change in costs on
account of change in law/ power purchase costs in accordance
with a formula laid down by the State Regulatory Commissions.

The Discoms will pass through the change in costs according to
the said formula whenever the change in costs due to change in
law/power purchase costs occur.

Till a suitable formula is prescribed by the State Commissions the
formula given in the Electricity (Timely Recovery of Costs due to
Change in Law) Rules, 2021 may be adopted.

9. The State Commissions are requested to place the above
mechanism in operation with immediate effect.”
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The Discoms have proposed that persons operating captive power plants
(CPPs) in parallel with T.S. grid have to pay grid support charges for FY 2022-
23 on the difference between the capacity of CPP in kVA and the contracted
maximum demand in kVA with licensee and all other sources of supply, at a
rate equal to 50% of the prevailing demand charge for HT consumers. The
proposal is justified, following the judgment of the Hon’ble Supreme Court in
C.A.N0.4569 of 2003 and batch passed on 29.11.2019, after a prolonged
pendency for over 16 years, setting aside the orders of the High Court of
Andhra Pradesh and upholding the order of APERC for levy of grid supporting
charges from 2002-23 to 2008-09. | request the Hon’ble Commission that co-
generation plants also be brought within the ambit of definition of plants
operating parallel with TS grid by modifying the definition accordingly to
avoid misinterpretation of certain co-generation plants that they are not a
CPP. The cogeneration plant, though different from CPP so far as the
operation is concerned, is not different on the aspect of operation in parallel
with the grid. The levy of grid support charges needs to be reckoned from the
financial year 2014-15 onwards, pursuant to the judgements of APTEL and
the Supreme Court. When disputes pertaining to past period are settled,
making applicability of the order with retrospective effect is common
practice.

The definition of the captive power plant as mentioned at
clause 3 in the Electricity Rules, 2005 issued by Ministry of
Power, Government of India is reproduced as below:
“No power plant shall qualify as a ,captive
generating plant' under
section 9 read with clause (8) of section 2 of

the Act unless- (a) in case of a power plant
() not less than twenty six percent of the ownership is

held by the captive user(s), and

(i) not less than fifty one percent of the aggregate
electricity

generated in such plant, determined on an annual basis, is
consumed for the captive use.
(b) in case of a generating station owned by a company
formed as
special purpose vehicle for such generating station, a unit
or units of such generating station identified for captive
use and not the entire generating station satisfy (s) the
conditions contained in paragraphs (i) and (ii) of sub-
clause (a) above.”

As read from the above the definition to consider a plant
as captive there is no discrimination made based on the
type of the fuel used and the processes involved. As such all
the plants which satisfy the above conditions are treated as
Captive power plants and charges will be levied
accordingly as directed by the Honb’le Regulatory
commission. Co-generation plants are also considered as
captive power plants. Further modification of the
term —Captive Power Plant (CPP) as —Captive Power
Plant (CPP) and Co-generation plant with respect to
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levy of grid support charges is at the discretion of the
Hon’ble Regulatory Commission.

How much amount is reimbursed to the Discoms by TS Transco and TSLDC
from the transmission and SLDC charges that are received/being received
from the power exchanges in view of the short-term power purchases made
by the Discoms either to meet the shortage/save overall power purchase
costs, as long as the actual demand and capacity did not exceed the demand
and capacity approved in the MYT order for transmission and SLDC cost,
respectively, during the year 2021-22 so far? In light of the Discoms showing
need for purchases from the market and short-term sources for the year
2022-23 also, the said amount to be reimbursed by Transco and SLDC to the
Discoms would be substantial. We request the Hon’ble Commission to
consider such amount to be reimbursed to the Discoms and adjust the same
in their revenue requirement and revenue gap.

There are no Open Access charges (Transmission and SLDC
charges) in respect of Short term purchases made by
TSDISCOMs as it is covered under the total contracted capacity.
Hence TSDISCOMs have not paid any Transmission and SLDC
charges to TSTransco for power purchases made through Power
Exchanges for the FY 2021-22. Hence, reimbursement to
TSDISCOMs by TSTRANSCO/TSSLDC doesn’t arise.

Imposition of demand/fixed charges on consumers as a part of the power
bills they have to pay is irrational. Fixed charges are being covered in power
purchase cost as far as generation is concerned. Fixed costs of transmission
and distribution networks are being covered under the multi-year tariff
orders being issued by the Commission and under true-up claims of the
utilities. In view of the same, there is no justification in imposing
demand/fixed charges separately on the consumers of power under the LT
categories proposed by the Discoms. We request the Hon’ble Commission
to reject the proposal of the Discoms for imposition of such fixed charges.

Levy of fixed/demand charges in the consumer tariffs is allowed
as per the state’s tariff regulations. The relevant extract is
mentioned below —

“Proposal for retail sale of electricity to the consumers pertaining
to its retail supply business and the details may include tariffs for
each consumer category, slab-wise and voltage-wise. The tariffs
proposed may also include energy charges, fixed/demand
charges and minimum charges.”

With respect to the introduction of fixed charges for LT Domestic
consumers, TS Discoms have carried out the Tariff Comparison
analysis across various states. It was found that most of the
states are having fixed charges for LT Domestic category.

Also, the Hon’ble Commission in the CSS Order for FY 2018-19
had directed the DISCOMs to submit the tariff proposals, giving
due consideration to the guiding principles and
recommendations of the MoP regarding tariff simplification and
rationalisation.
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By way of introducing fixed charges for LT Domestic, TS Discoms
have tried to rationalize the tariff structure.

The Discoms have proposed to introduce the “facilitation charges of
Rs.20,000/- per month or part thereof (at a rate of 5% increment every year)
for providing open access facility under the head “other charges in HT” in
order to meet the cost being incurred in providing the facility to open access
users. The Discoms are already charging cross subsidy surcharge and
additional surcharge from open access users, and additional surcharge is for
meeting the costs of capacities of network stranded on account of open
access. Therefore, there is no justification in introducing the proposed
facilitation charges for open access users.

However, the Discoms have a real problem when the open access consumers
opt for supply of power under real time market (RTM), i.e., shifting from the
Discoms to other suppliers of power to meet their requirement as and when
they want, without giving any notice to the Discoms well in advance. Even
while continuing to be the consumers of the Discoms, they can access RTM
to optimize their power purchase cost. But the Discoms have an obligation to
supply power to such consumers and make arrangements for the same. If
there is no similar obligation on the part of such consumers to get supply of
power from the Discoms as contracted, with freedom to opt for RTM as and
when they want, without any intimation to the Discoms well in advance, it
results in an iniquitous arrangement much to the disadvantage of the
Discoms, with resultant avoidable additional burdens which will be imposed
on their consumers of power under true-up later. If bulk consumers opt for
RTM, by the time the time market obligations sheets on RTM are notified,
the Discoms lose the opportunity to change their drawl schedules and they
could be forced to under draw from ISTS during the periods of procurement
of power by bulk consumers in RTM, with resultant burdens. Itis a lopsided
arrangement of freedom and benefits to bulk consumers and obligations and
burdens to the Discoms. It needs to be remedied and a balance has to be
maintained. The RTM is being availed by the Discoms for meeting any
intraday shortfall that may arise on account of deviations from scheduled

TS Discoms have already mentioned the intention behind the
introduction of the Facilitation Charges in their tariff proposal for
FY 2022-23.

TS Discoms would like to state that the consumer is getting
benefit from the Open Access facility by getting cheaper power
whereas the Discom is incurring excessive burden by rendering
additional services in the form of O&M cost i.e., exclusive team
of employees cost, additional infrastructure cost, etc. Further,
the Open Access users are paying Rs.5000/- per application as
operating charges to SLDC only for monitoring their schedules of
drawl/injection whereas the Discoms are not collecting any
charges from the Open Access users even though lot of man
hours are involved in granting Open Access, installation, testing
of additional meters, MRl dumps collection, monitoring the
injections/drawls of energy and working out the deviation
settlements at various stages to avail Open access facility by the
Open Access users.

TS Discoms make a note of the suggestions made by the objector
with regards to an alternative mechanism for enabling the
Discoms to recover the avoidable additional burdens they have
to bear on account of bulk consumers accessing power in the
RTM, without giving any advance notice to the Discoms in a
sufficient time frame.

TS Discoms would abide by the instructions given by the Hon’ble
Commission in this regard.
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sources, renewable energy intermittencies, weather changes affecting wind
generation, real time load variations, etc. For the bulk consumers ensured as
they are of supply of required power by the Discoms, there are no such
problems or obligations. If there is shortage for power and Discoms impose
power cuts, drawing of power by bulk consumers under RTM or other sources
can be understood. Cross subsidy surcharge and additional surcharge cannot
compensate the Discoms for the losses they incur due to sudden shifting of
bulk consumers to RTM, when the Discoms are making necessary
arrangements to ensure supply of power to them. Therefore, an alternative
mechanism needs to be worked out and implemented enabling the Discoms
to recover the avoidable additional burdens they have to bear on account of
bulk consumers accessing power in the RTM, without any notice to the
Discoms sufficiently in advance about their drawing power in the RTM.

For purchasing power from the thermal power project (2x600 MW) of
Singareni Collieries Company Ltd. as per the PPA dated 18.1.2016, the
Discoms have shown substantial increase in variable costs from Rs.2.55 per
unit in 2020-21 to Rs.2.99 per unit for 2022-23 as per the estimates of the
project. What are the reasons for such increased estimates? At the same
time, variable costs of CGSs are projected for 2022-23 as they were estimated
for 2021-22 and the same are projected for thermal stations of TS Genco at
reduced rates.

In the absence of VC estimates from CGS stations, TS Discoms
have considered the VC projections for H2 FY 2021-22 and FY
2022-23, in line with the actual VC for H1 FY 2021-22.

STPP is getting coal under Bridge linkage MoU with SCCL,
whereas other projects are having linkage coal.From, October
2021 onwards, the Coal prices in India has increased, thus, the
same has been projected by STPP for the FY 2022-23.

The fixed costs paid to the CGS thermal stations increased from Rs.1646 crore
for 2021-22 to Rs.1862 crore for 2021-22 and are further revised to Rs.2652
crore for 2022-23 (with the addition of Telangana STPP phase I). The Discoms
have submitted that, in the absence of CERC tariff order for the CGS stations,
they have projected the fixed costs for 2022-23 in line with the arrived
projections for 2021-22. What is the basis for increase in fixed costs by Rs.215
crore from 2020-21 to 2021-22 and justification for projecting the same rates
for 2022-23?

TS Discoms have considered the FC projections for H2 FY 2021-
22 in line with the actual FC for H1 FY 2021-22, for CGS thermal
stations. The increase in FC in FY 2021-22 is predominantly due
to increase in FCin HL FY 22 over H1 FY 21.
NNTPP has commissioned 500 MW unit on 10.02.2021, out of
which Telangana State has been 31 MW allocated. Similarly, the
Ministry of Power, government of India has allocated 50 MW of
thermal Power to Telangana State with effect from
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18.12.2021.Total 81 MW has been increased in the installed
capacity for FY 2021-22.

While entering into PPA with Chattisgarh State Power Distribution Company
Ltd. for supply of 1000 MW, the Discoms booked an additional transmission
capacity for another 1000 MW. What has happened to the additional
transmission capacity booked and what are the consequences thereof, in the
absence of not getting additional 1000 MW capacity?

The additional 1000 MW LTA capacity was relinquished, in view
of significant RE capacity addition in Telangana State and
commissioning of other state owned thermal projects.

As there is adequate power due to significant RE capacity
addition to fulfill RPPO and also due to commissioning of other
state owned thermal projects in the state, No adverse effect i.e.,
shortage of power has been noticed due to absence of the
additional 1000 MW power.

For Thermal Power Tech Corporation of India Ltd. | and II, energy availability
is shown with a PLF of 95 percent. The tariffs to be paid for purchasing power
from the two units are shown as Rs.4.30 and Rs.4.73 per unit, respectively.
As per the PPA the Discoms had with both the units, what are their threshold
level PLFs? Isit obligatory on the part of the Discoms to take power exceeding
the threshold levels of PLF and at such higher tariffs from these two units?

TS Discoms would like to clarify that the energy availability for
TPCIL have been considered at 95%, as per the estimates shared
by TPCIL. The tariffs (VC, FC) for TPCIL-I and TPCIL-II have been
considered based on the H1 actuals of FY 2021-22.
The threshold limit for 269.45 MW PPA is 85% and for 570 MW
PPA is 90%.

Every month, TSDiscoms will Schedule/off-take power based on
Merit Order of the total contracted power. Hence scheduling of
power from these two units cannot be decided simply
considering the individual PPA Tariff.

10

The Discoms have proposed fixing of prepaid meters for all Government
services existing under various categories. Instead of Government services, it
should be service connections given to departments, undertakings and
bodies of the Government. In principle, fixing of prepaid meters is
objectionable. Since huge amounts are due from the departments of the
Government and the Discoms are unable to collect such dues or disconnect
such services, it seems that the Discoms have made this proposal. If Discoms
are unable to disconnect services to the departments of the Government for

Prepaid meters are being installed to various Government
Offices/Departments including local bodies as per G.0. Ms
No.1l, ENERGY (BUDGET ) DEPARTMENT, Dated.03.01.2016.
Further, the Ministry of Power, Gol had notified the timelines
for replacement of existing meters with smart meters with
prepayment feature, via the Gazette notification dated 17th
August 2021, of which the following consumers (other than
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delay in payment of monthly bills within permissible period, obviously, under
pressure from the authorities concerned, can the Discoms withstand such
pressure even under the proposed system of prepaid meters? Or, it may be
an attempt to introduce the system of prepaid meters with the Government
as a prelude and later extend the same to other categories of consumers. It
should be treated as an exception and not extended to other categories of
consumers.

As a better alternative, the Hon’ble Commission may direct the Discoms to
disconnect service connections given to various wings of the Government, if
they fail to pay dues of their monthly power consumption bills in time as is
permissible under applicable terms of supply and as has been the standard
practice in the case of other categories of consumers. There is no justification
in seeking payment in advance for power to be supplied to, and consumed
by, the consumers. For payment of power purchase under PPAs in force, the
Discoms are getting sufficient grace period and discount, if such payments
are made before the due date. If there is delay in paying monthly power bills
by the consumers, the Discoms are collecting applicable penalties.

agriculture) are to be deployed with smart meters in

prepayment mode by December 2023 —

e Electrical divisions having > 50% consumers in urban areas
with AT&C losses > 15% in FY 2019-20

e Other electrical divisions with AT&C losses > 25% in FY
2019-20
All Government offices at Block level and above

e All Commercial, Industrial consumers

TS Discoms have already installed 26,732 prepaid meters at the
Govt. services. TS Discoms have proposed the fixing of prepaid
meters for all the remaining Govt. services, in adherence to the
abovementioned MOP notification.

TS Discoms shall adhere to the further instructions given by the
Hon’ble Commission

11

In response to the directive of the Hon’ble Commission that the Discoms shall
replace 10% of existing agricultural pump sets with energy efficient pump
sets as stipulated in UDAY MoU and submit a quarterly progress report on
the same, SPDCL has maintained that there is no scheme for replacement of
existing agricultural pump sets with star rated energy efficiency pump sets.
NPDCL has maintained that, as this scheme involves requirement of capital
expenditure, it is yet to initiate the scheme. However, NPDCL is insisting on
installing of BEE, 5-star rated pumps for all new connections.

The implication in the stance of the Discoms is that who should bear the
expenditure for such measures and other energy efficiency and saving
measures. Whenever any initiative is taken by the Discoms, at the behest of
the Gol and GoTS, for implementation of energy efficiency and saving
measures, it should be with the concurrence and willingness of the
beneficiary consumers that they would bear the balance cost, after adjusting
the financial assistance provided by the Governments. We request the

During the release of new agriculture connections, TS Discoms
are ensuring the energy efficient pump sets. For the
replacement of the existing pumps, it shall be done in a phased
manner in coordination with the consumer.
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Hon’ble Commission to issue such specific directions to the Discoms, making
it abundantly clear that such expenditure, fully or partly, should not be
imposed on other consumers for whom no such schemes are implemented.

12

The Discoms have shown arrears of consumers over Rs.50,000/- pending for
over six months as on 30.9.2021 30.9.202 — Rs. 4893.16 crore by NPDCL and
Rs.1645133785 lakhs (?) by SPDCL. SPDCL has to clarify whether the figure
shown by it is a typographical error or correct. The lion’s share of the
accumulated dues is from HT consumers only. The number of HT consumers
who have dues to the Discoms is 407 and amount due is Rs.4817.7 crore in
the case of TSNPDCL. In the case of TSSPDCL, the number of HT consumers
is 1319 and the amount due from them is Rs.6921.69 crore. What actions the
Discoms have been taking to avert accumulation of arrears to such levels and
collecting the arrears? SPDCL has shown that a sum of Rs.82.4066 crore is
written off during 2020-21 and Rs.92.0854 crore during the first half of 2021-
22 under bad debts. How much amount was written off by NPDCL under bad
debts? Who is bearing the loss caused due to writing off of bad debts?
Provision for bad debts should not be imposed on the consumers. It is
nothing but penalising the consumers for the failures of commission and
omission of the personnel of the Discoms, may be, due to unwarranted
interference of the powers-that-be forcing the Discoms not to take necessary
action to recover dues from the consumers, especially from influential HT
consumers. The Discoms might be filing cases against defaulting consumers.
But, lack of timely action leads to accumulation of dues. The reasons for such
accumulation of dues need to be analysed and necessary plan of action be
worked out and implemented by the Discoms to avert such accumulation.
The Hon’ble Commission also may give directions, if required, to the Discoms
on the course of action they should pursue to remove legal hurdles, if any.
Accountability of the personnel also should be fixed for failure in taking
timely action for recovery of dues from the consumers concerned and to
avert accumulation of dues.

Most of the above Rs.50,000/- arrears outstanding on Govt. LIS
and in respect of private services, Discom is taking timely action
(such as disconnection of services) to avoid accumulation of
arrears. Further, responsibility of timely disconnection of HT
services was already fixed on the designated officers. And
necessary action being initiated on the defaulting officers for
their inaction.
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TSNPDCL has shown that ex-gratia to the tune of Rs.17.63 crore is paid in 351
fatal accidents of human beings against 460 such accidents during the year
2020-21. In case of such accidents involving animals a sum of Rs.3.5559 crore
was paid in 726 accidents against 974 accidents during the same period.
Under 59 non-fatal accidents, no ex-gratia is paid. During the first half of
2021-22 also against 222 fatal accidents involving human beings, ex-gratia is
paid in 123 cases only (Rs.6.26 crore) and in the case of animals, ex-gratia is
paid in 314 cases (Rs.1.4444 crore) against 705 accidents. SPDCL has shown
payment in 230, 225 and 178 human cases and in 546, 395 and 347 animal
cases during 2018-19, 2019-20 and 2020-21, respectively, without showing
the total number of accidents, both human and animal, that had taken place
during the three years. Paying ex-gratia to victims of electrical accidents and
collecting the same from consumers of power as a part and parcel of annual
revenue requirement of the Discoms leaves no scope for fixing responsibility
for the deficiencies and negligence which give rise such accidents. Causes of
the electrical accidents need to be analysed, deficiencies in the network be
identified and accountability of the personnel at various level be fixed for
dereliction and human failure, if any, in taking safety measures, and
preventive steps be taken promptly to prevent recurrence of such accidents.
Reports submitted, if any, by the Discoms to the Hon’ble Commission should
be made public.

Majority of the accidents are being taken place at the consumer
fault.

The details of human accidents for the last 4 years are as below
Majority of the accidents are being taken place at the consumer
fault.

The details of human accidents for the last 4 years are as below:

No. of No. of % of No. of
. . . % of
Human | accident | accidents | accident accidents
Year fatal s with with s with .
- with Dept.
accident | consume | consumer Dept. fault
S r fault fault fault
2018-19 415 337 81.2% 78 18.8%
2019-20 500 419 83.8% 81 16.2%
2020-21 449 395 88.0% 54 12.0%
2021-22 247 213 86.2% 34 13.8%
Total 1611 1364 84.66% 247 15.33%

From the above, it is to submit that 84.66% of the accidents are
taken place at the consumer side faults only and in even
remaining 15.33% of cases also the majority of cases are due to
natural calamities such as heavy gale and wind. The no. of cases
in which the departmental staff responsible for the accidents
and the action taken for the last 3 years is 37 no’s. Rectification
works of defective infrastructure as a part of safety measures,
taken up in TSNPDCL under various schemes like DNRD, Palle
Pragathi, Pattana Pragathi to prevent such recurrence of
accidents are as follows:

Defectiveness Unit Qty rectified
Intermediate poles Nos. 181352
Bent/Leaned poles Nos. 71502
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Damaged poles Nos. 68283
Rusted poles Nos. 7706
Damaged stay wire/stud poles Nos. 23419
Damaged Conductors Rectified KMs 2512
(KM)

Loose Spans Rectified (Nos.) Nos. 133918.9
Renovation of Defective

Earthing of DTRs (Nos) Nos. 19403
DTR Plinth Raising (Nos.)

(If Alarmingly Low Level) Nos. 7735
Low level Road Crossings

Rectified (Nos) Nos. 11498

14

The Discoms have saddled themselves, as well as their consumers, with high
cost bundled power under INNSM phase | - Rs.10.69 per unit of solar power
and Rs.4.62 per unit of thermal power, as projected for the year 2022-23.
Under NTPC bundled power also, the Discoms have saddled themselves with
high cost power - Rs.4.73 per unit for solar power and Rs.3.95 per unit for
thermal power, as projected for the year 2022-23. They have shown the
weighted average rate for solar power as Rs.5.69 per unit. Compared to
Rs.2.83 per unit under NTPC CPSU 1692 MW and Rs.2.78 per unit under SECI
400 MW, which are also higher compared to the tariffs discovered through
competitive biddings elsewhere in the country. For what purpose the
Discoms have entered into purchase of so-called bundled power under which
high cost solar, as well as thermal, power will have to be purchased by them
on long-term basis? The cost of thermal power under bundled power
arrangement is more than the variable cost of the thermal power units of TS
Genco. Though supplied by NTPC or its trading wing and SECI, the solar power
is being purchased by them from private developers. The imprudent
decisions of the powers-that-be in forcing the Discoms to enter into PPAs to
purchase such high-cost solar and thermal power continue to impose
avoidable hefty burdens on consumers of the Discoms for a long period. In
the name of bundled power, the Discoms have been tricked by NTPC to bear
the overburden of both solar and thermal power on long-term basis and
consents given to such tricky PPAs by the ERC concerned facilitated the same.

The Government with a view to encourage generation of
electricity from renewable sources of energy issued various solar
policies and schemes to have achieved the targeted capacity of
450GW by 2030 and to increase the share of installed capacity
from RE sources to 40% by 2030. Accordingly, all procurements
made from renewable sources so far under Long term basis
were made under a transparent and competitive manner in
the interest of consumers of Discoms and fulfillment of power
purchase obligations fixed by state ERC and MoP. Further,
TSDiscoms have made its best efforts at the time of
execution of PPAs with Generators to purchase power at the
best price, i.e., most competitive price available, that is, least
price discovered under the competitive bidding for procurement
of power from RE Generators in the bidding Due to advancement
of technology and efficiency, the capital cost of solar PV and
connected equipment were reduced year on year thereby the
tariff discovered through competitive bidding are in down
trend. The tariff discovered in 2010 cannot be compared with the
tariff discovered in the year 2020.The projects awarded in the
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Can the powers-that-be, the Discoms and ERC undo the injustice being done
to the consumers on account of such questionable transactions by cancelling
the high-cost PPAs?

year 2020 have time till 2022 to complete the project at
reduced capital cost. It is not appropriate to compare the rates
arrived in Telangana in 2010 to the rates obtained in 2020. Had
the DISCOMs not entered PPAs on long term, the Discom should
have procured the power at higher cost.

As per the doctrine of contracts, the sanctity of the PPAs should
be preserved, it was also noted that the terms of PPAs did not
permit unilateral alteration or alteration at behest of other party.
Finally, capacity addition decisions involving renewable power
purchases (solar, wind, etc.,) can be made well in advance
when such capacity is needed, as power generation from
renewable sources will take more gestation periods for
generation of energy from renewable resources.

15

While SPDCL has projected overall growth of sales from 42,915.95 MU in
2021-22 t0 48,822.08 MU for 2022-23, NPDCL has projected the growth from
19949.46 MU in 2021-22 to 25904.66 MU for 2022-23. While for LT
agriculture sales are projected to come down marginally, for HT agriculture
and irrigation, mainly lift irrigation schemes, NPDCL has projected sales of
9014.17 MU which is more by 6073.31 MU than the sales during 2021-22 and
SPDCL has projected 5248.49 MU which is more by 3485.81 MU. In other
words, for HT agriculture and irrigation alone, an additional sale of 9559.12
MU, i.e., a growth rate of about 204 per cent over the sales during 2021-22.
Going by the record and general trend of the department of irrigation in
implementation of projects, with longer delays and abnormal increases in
capital costs and interest during construction, the projected increases in sales
to HT agriculture and irrigation by the Discoms for the year 2022-23 may turn
out to be unrealistic and inflated. Needless to say, in such a situation,
capacities of transmission and distribution networks created for meeting the
projected requirements of the HT agriculture and irrigation would remain

TS Discoms are expecting that the sales of agriculture category
will decrease with upcoming LIS Loads as these two are
complementary things, i.e. Increase in LIS consumption would
provide easy accessibility for water and help agriculture
consumers to pump the water by consuming lesser amount of
energy.

Projecting LIS sales consist of high amount of unpredictability,
availability of water is an important factor. However, LIS sales
are projected by considering the current pumping stations loads
on Krishna & Godavari river and any upcoming additional loads.
These loads are further considered to be operating only ata 60%
load factor. Thus, if all conditions work fine LIS loads would
generate the projected LIS Sales consumption and would also
affect the agriculture sales causing it to decrease marginally.
Thus, TS Discoms have considered a past reference i.e. CAGR
while projecting sales for LT Agriculture, however for HT LIS
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stranded and availability of surplus power would increase, with attendant
avoidable burdens. The Discoms have not given details of which LIS would
be commissioned and how much power is required for its pumps to be
operated during 2022-23. Needless less to say, operation of LIS pumps
depends on availability of water. Therefore, | request the Hon’ble
Commission to provide the details of LIS that would be commissioned and
operated during 2022-23 and power required LIS-wise and make a realistic
assessment of requirement and sales of power.

projections taking past sales as a reference could cause under
projection of LIS sales. Hence, TS Discoms view that taking
current LIS loads and additional LIS load at relevant load factors,
could be a better approach for predicting HT LIS sales. TS
Discoms have considered the HT LIS sales as per the inputs
provided by the LIS ICAD department.

As part of the Additional Information, TS Discoms have
submitted detailed information about LIS in terms of scheme-
wise and voltage- wise consumption for FY2022-23. The
objector may refer to the abovementioned information.

16

The Hon’ble Commission rightly directed the Discoms to furnish the subsidy
amount borne by the State Government, in the consumer bills of the
applicable LT 1 domestic category consumers. It made it clear that the per
unit subsidy amount to be furnished in the consumer bills should be the
difference of the Cos (in Rs./kwh) determined by the Commission for LT 1
category and the average tariff (in Rs./kwh) paid by the respective consumer.
We request the Hon’ble Commission to show in the retail supply tariff order
for 2022-23 how much cross subsidy from which categories of consumers and
Government’s subsidy is being provided to which categories of consumers.
For the year 2022-23, while TSSPDCL has projected a requirement of 1181.74
MU with a cost of service of Rs.9.20 per unit for LT agriculture, TSNPDCL has
projected a requirement of 7525.14 MU with a cost of service of Rs.8.96 per
unit. With the policy of the GoAP of free supply of power to LT agriculture
throughout the day, after adjusting cross subsidy as decided by the
Commission, the Government has to provide required subsidy to LT
agriculture and other categories of consumers of its choice. | request the
Hon’ble Commission to get a commitment of GoTS to provide subsidy it
agrees to provide to categories of consumers of its choice in a legally binding
manner. | request the Hon’ble Commission not to consider any assurance of
the Government that it would consider at appropriate time to provide any
balance of the subsidy required, but to determine tariffs after adjusting the
actual amount the Government agrees to provide to categories of consumers

As per the current ambit of the TSERC regulations in place the
Hon’ble commission computes the Full cost recovery tariff
schedule and Retails Supply tariff schedule for all consumer
categories after considering the subsidy commitment by the
GoTS and cross subsidies across various consumer categories.
TS Discoms shall abide by the directions given by the Hon’ble
Commission.
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of its choice. The stand that the Discoms can approach the Commission, if the
GoTS does not provide the subsidy amount it agreed to, for appropriate
consideration or that, in such an eventuality, the Discoms should collect the
tariffs at full cost worked out by the Commission from the subsidized
consumers concerned is unwarranted. It would be tantamount to indicating
to or encouraging the GoTS to flout with impunity its commitment on
providing subsidy as it conveys in its written communication to the
Commission.

17

The Discoms and other power utilities of the GoTS have been developing and
maintaining vast systems of network, etc., to improve their performance and
service to the consumers in the State, with the efforts of the engineers and
workers. As a matter of principle and commitment, we want the public sector
utilities to be strengthened and necessary support be extended to them by
the Governments to enable them to provide better services to the
consumers. Our constructive criticism and positive suggestions are made
with this approach only.

TS Discoms make a note of this suggestion made by the
objector.

18

With adequate time given by the Hon’ble Commission to the Discoms to send
their responses to objections and suggestions, we hope that they would send
their responses to our submissions, with relevant information and data, well
in time to enable us to study the same and make further submissions during
the public hearings scheduled to be commenced from 21.2.2022.

| request the Hon’ble Commission to consider the above-mentioned
submissions and my earlier submissions, among others, and take appropriate
decisions before issuing the retail supply tariff order for the year 2022-23.

TS Discoms make a note of this suggestion made by the
objector, and will reply to the objections in a timely manner.
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Replies to the Objections/Suggestions raised on ARR & Tariff Proposals for Retail Supply Business including Cross Subsidy Surcharge for Open
Access Consumers for the FY 2022-23 by Telangana Ferro Alloys Producers Association, #6-2-913/914,3rd Floor, Progressive Towers,
Khiratabad,Hyderabad-500004 (set-1)

S.No

Summary of Objections / Suggestions

Response of the Licensee

At the outset, we wish to bring to your kind notice that the Government
of Telangana has devised a Sick Industry Revival Scheme for the Ferro
Alloy industry in the year 2018 and caused for the re-commencing of
Ferro Alloys manufacturing operations.

No comments

There are 7 Ferro Alloy manufacturing units in the State of Telangana
are high power intensive in nature. These units contributing huge GST
contribution @ 18% in addition to generation of wealth and providing
huge employment potential in the rural areas. Earlier, the Discoms have
imposed R&C measures in the years 2012 to 2014, and most of the
Ferro Alloy units were closed especially in Telangana due to power
shortage in the erstwhile State of united Andhra Pradesh.

TS Discoms wants to mention that at the time of formation of Telangana
state consumers were facing the problem of Power deficit (~7%, 2014).
However due to continuous efforts of TS Govt & TS Discoms to provide
quality & reliable supply to the consumers currently our state has moved
to power sufficient state where do not have any power deficit (0%, Dec
2021).

The Ferro Alloy Industry is highly power intensive and Electricity
constitutes about 60% of the manufacturing cost. Keeping in view of
the background, the Electricity Board has introduced a new category in
the year 2002 viz., HT for power intensive industry. Currently the tariffs
are having a basic price of Rs.5 per unit excluding electricity duty of 6
paisa per unit for the Financial Year 2021-22.

With great difficulty the Ferro Alloy companies are surviving and
running hand to mouth due to abundant imports from China. The
companies are also facing severe competitions from the low power cost
states in India and in addition there are also supplies from Bhutan and
from other countries where power is available at cheaper cost. We
would like to mention here that the proposed new tariff proposals for

TS Discoms have carried out rigorous analysis on tariffs for various
categories across states in India. It was found that tariff for HT Ind category
across voltage levels in all other major states in India like Gujarat, Uttar
Pradesh, Madhya Pradesh, Rajashtan, Punjab, Maharashtra, Delhi, West
Bengal etc. are higher as compared to HT Ind. Tariff in Telanagana.

In addition to that it is found that there was no separate bifurfication of
ferro alloys as a separate category. Infact all the industries are billed under
same HT Ind. Tariff.

Thus, TS Discoms have proposed ferro alloys tariff in line with the HT Ind.
Tariff.

TS Discoms have also carried out analysis to understand the other power
intensive industries like Steel Industries, Cement Industries etc. These
industries are also billed under same HT Ind. Tariff in all states across India.
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the year 2022-23 for Ferro Alloy industry which is highly power
intensive in nature, the proposed tariff is abnormally high and making
the industry not competitive and hence unviable.

TS Discom believe that issues like imports from China, Bhutan are the
internal matters of the particular industry and can be solved by improving
operational efficiencies.

As already explain above TS Dicoms are providing power at relatively
cheaper rate to ferro alloys category if compared to other states. However,
even after increasing the proposed tariff for ferro alloys categories (in line
with HT Ind.) the said tariff is less than other major states across India as
explained above.

The kind of increase in tariffs proposed and introduction of Demand
Charges unilaterally, will only result in paving way for the permanent
closure and extinguishing of Ferro Alloy industry from our Telangana
State which is contributing huge employment opportunity in addition
to generation of wealth.

TS Discoms have also carried out analysis to understand the other power
intensive industries like Steel Industries, Cement Industries etc. These
industries are also billed under same HT Ind. Tariff in all states across India.
Thus billing ferro alloys industries in line with other HT Industries is
justifiable.

In the past, with lot of representations and deliberations with the
Discoms, the category called HT1B was introduced in order to facilitate
the survival of Ferro Alloys manufacturing units and making these units
competitive with the neighboring states. This category was introduced
after the Ferro Alloys manufacturing units have agreed to sacrifice the
power allocations from NTPC directly. In the proposed new tariffs for
the year 2022-23 surprisingly the HT1B category is removed and the
very purpose for which this power intensive category was introduced
for their survival and will be defeated.

For your immediate reference, we are submitting the prevailing tariffs
of Andhra Pradesh along with the proposed HT1B tariff schedules for
the year 2022-23 with comparison to Telangana State Discoms
proposals.

State - 132 KV
Power Supply

Prevailing tariff in
Rs. /unit

Proposed tariff for

SNo. 2022-23

Variance Rs. /Unit

TS Discoms have carried out rigorous analysis on tariffs for various
categories across states in India. It was found that tariff for HT Ind. category
across voltage levels in all other major states in India like Gujarat, Uttar
Pradesh, Madhya Pradesh, Rajasthan, Punjab, Maharashtra, Delhi, West
Bengal etc. are higher as compared to HT Ind. Tariff in Telanagana.

Inaddition to that it is found that there was no separate bifurcation of Ferro
alloys as a separate category. In fact, all the industries are billed under same
HT Ind. Tariff.

Thus, TS Discoms have proposed Ferro alloys tariff in line with the HT Ind.
Tariff.

TS Discoms have also carried out analysis to understand the other power
intensive industries like Steel Industries, Cement Industries etc. These
industries are also billed under same HT Ind. Tariff in all states across India.
As already explain above TS Dicoms are providing power at relatively
cheaper rate to Ferro alloys category if compared to other states. However,
even after increasing the proposed tariff for Ferro alloys categories (in line
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1. Andhra Pradesh 4.95
5.00* Plus Demand
Charges.*

*Introduction of Demand Charges @ Rs.475 per KVA

4.95 0.00

2. Telangana 6.65 +1.65

with HT Ind.) the said tariff is less than other major states across India as
explained above.

It may be seen from the above table that apart from the above
phenomenal increase of 33% in unit price, we are also surprised to note
for the first time Discoms have newly introduced Demand Charges for
HT1B category. The Discoms have treated power intensive category on
par with other general industries for introduction of the Demand

TS Discoms have carried out rigorous analysis on tariffs for various
categories across states in India. It was found that tariff for HT Ind. category
across voltage levels in all other major states in India like Gujarat, Uttar
Pradesh, Madhya Pradesh, Rajasthan, Punjab, Maharashtra, Delhi, West
Bengal etc. are higher as compared to HT Ind. Tariff in Telangana.

Inaddition to that it is found that there was no separate bifurcation of Ferro

8 | Charges of Rs.475 per KVA, costing about Rs. 1.00 per unit additionally | ajioys as a separate category. In fact, all the industries are billed under same
burdening on account of introducing Demand Charges for HT1B | HT Ind. Tariff.
category. This is totally irrational move and totally unwarranted in | TS Discoms have considered Ferro alloys category in line with the HT Ind.
comparison with the State of Andhra Pradesh and other neighboring | Category, thus the tariff applicable for Ferro alloys Category is same as
States. applicable for HT Ind.
We would like to highlight that the Ferro Alloy industry provides | No comments
continuous 24 hour standard load to the network which helps system
integration. We consume minimum 610 units and above per KVA with
9 | the plant unity power factor is 99% and above. No industry other than
Ferro Alloy industry can achieve this load factor. This is the reason, the
Discoms have earlier incorporated power intensive category viz., HT1B.
It can be observed from the above, with additional increase in cost per | As already explained TS Discoms have made Ferro alloys category tariff in
unit of Rs.1.65 paise coupled with introduction of Rs.0.75 paise on | line with HT Ind. All power intensive industries in all other major states in
1o | account of Demand Charges, the proposed increase will amount to India are billed under HT Ind. Category. Tariff for HT Ind. category across

Rs.2.40 paise per unit which is a very high order for a power intensive
category.

voltage levels in all other major states in India like Gujarat, Uttar Pradesh,
Madhya Pradesh, Rajasthan, Punjab, Maharashtra, Delhi, West Bengal etc.
are higher as compared to HT Ind. Tariff in Telanagana.
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There will be no level playing field for the Ferro Alloy industry of
Telangana with neighboring States and dumping imports from China to
continue manufacturing operations.

11

The proposed tariff increase is irrational in nature and introduction of
Demand Charges for HT is totally un-justifiable for power intensive
category which will lead to disastrous affect leading to permanent
closure of the industry. While on the subject, the Government of
Telangana has caused for reopening the Ferro Alloy Industry by
providing certain incentives including payment of dues in instalments
in 2018.

TS Dicoms are providing power at relatively cheaper rate to Ferro alloys
category if compared to other states. However, even after increasing the
proposed tariff for Ferro alloys categories (in line with HT Ind.) the said
tariff is less than other major states across India as explained above.

12

Earlier there was no Demand Charges for high power intensive units as
because these industries consume power without any transmission
loss, whereas the other industries the transmission losses are very high
and which is not good to the Discoms. The advantage of no transmission
loss has not been considered while submitting the revised proposals
both for increase for tariff and as well as additional Demand Charges.

TS Discoms have duely considered the effect of saving due to transmission
losses. This is the reason Energy charges for Ferro alloy and HT Ind. are
categorized according to their voltage levels, where tariffs gets cheaper
when drawn at higher voltage levels.

13

The industries have not at all recovered from the Covid-19 pandemic
and the various mutants of Covid-19 viz., Delta and Omicron is
disturbing the economic portfolio of the State as well as the Centre. In
these circumstances, the State Government with the objective of
promoting industries for the purpose of revenue generation for
themselves and also to augment the employment opportunities for the
rural people.

TS Discoms agree that COVID-19 has significantly impacted the economy
and wellbeing of our state and nation. Having recognized that, TS Discoms
had taken various steps to provide relief to its consumers, some of which
are mentioned below —

) Meter reading were suspended with enforcement of national level
lockdown in March 2020. Meter readings remained suspended till May and
normal meter reading commenced from June 2020

) Controlling cost: Project work were reduced to minimum possible
only in emergency cases
° Provisional Billing to LT consumers for April 2020

) Fixed Charges for Industries deferred till 31.05.2020 without any
penalty and interest
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° 1% Rebate for HT Industries for payment within Due date (till
31.05.2020)

) Deration of Contracted Load: A consumer can avail deration of the
contracted load irrespective of the criteria of completion of minimum
period of the agreement as stipulated in GTCS. Existing 3 months’ notice
period reduced to 30 days.

Having said that, the last tariff hike in the state was approved by the
Hon’ble Commission in FY 2016-17. While, it has been five years now since
the last tariff hike, but in the said duration, all the costs incurred by TS
Discoms in terms of Power purchase cost, Transmission and Network cost
etc. have increased significantly, leading to a constantly increasing revenue
gap.

Hence, TS Discoms believe that the proposed tariff hike is inevitable and
justified to improve its financial condition and better customer service and
accordingly request the Hon’ble Commission to approve the same after due
regulatory proceedings.

14

It is Government's responsibility to protect the promoters of core
industry & entrepreneurs who have invested huge amount of capital &
time for setting up of these power intensive units viz., Ferro Alloys in
Telangana. Since we have to come up with the competition of global
market in supplying Ferro Silicon, the cost of the power supplied by
Discoms should be at a reasonable price.

15

For development of industries and encourage industries, as a matter of
fact and core object Govt. of TS / TS Transco / Discoms should provide
adequate, reliable and cost-effective power supply. The new tariff
proposals should not have done away with the existing HT category and
introduce the additional burden to the consumer with Demand
Charges. TSERC should consider our request to encourage industries
growth in the interest of our State /Country.

TS Discoms shall abide by the directions given by the Hon’ble Commission,
and the Govt. of Telangana.
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Replies to the Objections/Suggestions raised on ARR & Tariff Proposals for Retail Supply Business including Cross Subsidy Surcharge for Open
Access Consumers for the FY 2022-23 by Telangana Ferro Alloys Producers Association, #6-2-913/914,3rd Floor, Progressive Towers, Khiratabad,

Hyderabad-500004 (set-2)

S.No

Summary of Objections / Suggestions

Response of the Licensee

As narrated earlier, this category is high power intensive units and
substantial part, nearer to 65% of Manufacture cost is power
charges. Most of the units in general were closed for quite long
time unable to bear with power costs, besides competition from
other states, where power charges are less.

It is submitted after getting few decisions of the Government of
Telangana to this category of power intensive projects, allowing
them to pay dues in instalments without interest has given hope
for recommencement of operations of Ferro Alloys industry. This
power intensive category Ferro Alloy industry is now revived.
However, the main grievance to exempt power intensive these

category (Ferro alloys industry) from the liability of minimum
demand charges is still pending before the Hon’ble Commission,
while in AP State such liability is omitted considering the fact that
financial viability of these projects are not permissible unlike
others category of industries.

TS Discoms believe that issues like competitions from other state
can be overcome by improving the operational efficiency.

It is pertinent to mention that the Discoms in India are also
struggling to improve their financial health. Having said that, the
last tariff hike in the state was approved by the Hon’ble
Commission in FY 2016-17. While, it has been five years now since
the last tariff hike, but in the said duration, all the costs incurred
by TS Discoms in terms of Power purchase cost, Transmission and
Network cost etc. have increased significantly, leading to a
constantly increasing revenue gap.

Hence, TS Discoms believe that the proposed tariff hike is
inevitable and justified to improve its financial condition and
better customer service and accordingly request the Hon’ble
Commission to approve the same after due regulatory
proceedings.

TS Dicoms are providing power at relatively cheaper rate to Ferro
alloys category if compared to other states. However, even after
increasing the proposed tariff for Ferro alloys categories (in line
with HT Ind.) the said tariff is less than other major states across
India.

It is submitted that still there are six units of this power intensive
category which could not pay the pending dues even after
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granting instalments, because of unfavorable market conditions
for Ferro Alloys industry projects. This objection is submitted
keeping in view of two separate orders of TSSPDCL, concerned to
all six Ferro Alloy units (power intensive) category in one order
dated 17 .09 .2018 and the other order dated 04.10.2021 in
respect of M/s VBC Ferro alloys Limited for repayment of all
existing liabilities shown in the above order are for substantial
amount of money, is in the process of Clearing old FSA dues.
Copies of these two orders are enclosed for kind reference of
Regulatory Commission.

The following aspects and additional objections are highlighted as
most of the Ferro Alloy units are only connected to 132 KV, the
same is submitted in respect of such class of 132 KV out of Ferro
Alloys Manufacturing Industries category

Earlier this Honble Commission, considering the fact of high
power intensive, this category was specifically carved out of HT
1(A) general industry as HT- 1(B) and specific tariff was
determined comparatively lesser than general industrial category

In respect of the Ferro Alloys Category of L32 KV class, it was
Rs.4.80 per unit towards energz charges for the financial year
2015-16 and revised the same to Rs.5.00 per unit subsequently
but without any demand charges. Whereas the per unit charges
for general industry was fixed at Rs.5.60 besides Rs.3.90 ps
towards demand charges

Now, in the New ARR proposals it is contemplated to increase by
Rs.1.00 to general industries to make it Rs.6.60, but for Ferro

TS Discoms have carried out rigorous analysis on tariffs for various
categories across states in India. It was found that tariff for HT Ind.
category across voltage levels in all other major states in India like
Gujarat, Uttar Pradesh, Madhya Pradesh, Rajasthan, Punjab,
Maharashtra, Delhi, West Bengal etc. are higher as compared to
HT Ind. Tariff in Telangana.

In addition to that it is found that there was no separate
bifurcation of Ferro alloys as a separate category. In fact, all the
industries are billed under same HT Ind. Tariff.

Thus, TS Discoms have proposed Ferro alloys tariff in line with the
HT Ind. Tariff.

TS Discoms have also carried out analysis to understand the other
power intensive industries like Steel Industries, Cement Industries
etc. These industries are also billed under same HT Ind. Tariff in all
states across India.
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Alloys, it is proposed to increase by Rs.1.60 per unit to make itRs.
6.60 pS, besides imposing Rs.4.50 for KVA per month towards
demand charges. Thus, increase of unit charges in the New
proposal is arbitrary, phenomenal and without any justification of
what so ever

Further, as per the A.R.R submitted now, at page 227 and 228 of
A.R.R, the cost to service Model is given. As per the same cost to
service for this category is shown as Rs.4.57, and categorically
stated there are no commercial losses for this category of
industries. Whereas, the general industries of same voltage 132
KV, the cost to service is Rs.5.29. Although, there is difference of
Rs.0.72 paisa, in cost to service, the demand charges & energz
charges to Ferro Alloys is same as that of general industry
category. As such, proposal is arbitrary without any rational basis.

Further, without any justification, the Discom has proposed to
delete the earlier carved out as category HT- 1(B) to this Ferro
Alloys Units being high power intensive and now merged with H.T
1-A general industry. Therefore, the said proposal is arbitrary and
on the face of it, and deserves to be rejected

10

With regard to new proposed demand charges for the Ferro Alloys
category is Rs.475 per I(V per month although hitherto there was
no such demand charges at all to this category. Whereas in
respect of General industly, it was only Rs.0.85 increase in the
component of demand charges. The said demand charges of
Rs.475 per I(V per month would translate to Rs.0.75 per unit of

TS Discoms believe that issues like imports from China, Bhutan are
the internal matters of the particular industry and can be solved
by improving operational efficiencies.

As already explain above TS Dicoms are providing power at
relatively cheaper rate to Ferro alloys category if compared to
other states. However, even after increasing the proposed tariff
for Ferro alloys categories (in line with HT Ind.) the said tariff is
less than other major states across India as explained above.

TS Discoms shall abide by the order of Hon’ble TSERC
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power consumed by these units which is very high and only will
increase cost of power to Ferro alloys industry

11

For A1l the above mentioned reasons, it is prayed not to impose
new component of demand charges and also to maintain earlier
tariff Rs. 5 per unit in order to enable the Industry to repay the
existing installments and also to sunrive and compete with
neighboring states.

No comments
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Replies to the Objections/Suggestions raised on ARR & Tariff Proposals for Retail Supply Business including Cross Subsidy Surcharge for Open Access
Consumers for the FY 2022-23 by Sri M.Thimma Reddy, Convenor, People’s Monitoring Group on Electricity Regulation, H.No. 3-4-107/1, (Plot
No.39), Radha Krishna Nagar, Attapur, Hyderabad-500048 & Sri B.Ayodhya Reddy, Convenor, Spokes Person & Co Ordinator, Telangana
Pradesh Congress CommitteeFlat-301,(Plot No.71),Krushi Enclave, Aditya Nagar, Near Vijaya School, Kapra,ECIL Post, Hyderabad-500062

S.No.

Summary of Objections / Suggestions

Response of the Licensee

1

TSDISCOMs estimated power requirement during the ensuing FY 2022-23 to
be 84, 222 MU. This is 16.69% higher than power requirement during the
current FY 2021-22. TSSPDCL in its filing projected electricity consumption
to increase by 13.76% during the ensuing FY while it is expected to increase
by 8.59% during the current FY. In the absence of ARR and tariff proposal
filings during the last three years it is difficult to assess consumption
projections made by TSDISCOMs for the ensuing year. The high electricity
consumption growth rates projected for the ensuing year do not appear to
be supported by historical experience and need to be moderated.

TS Discoms would like to state that the historical sales have been
specified in the Form 3 of the RSF formats. This includes the category-
wise actual sales for FY 19, FY 20, FY 21, estimated sales for FY 22 (H1
actuals, H2 projections) and projected sales for FY 23.

The detailed category-wise justifications have also been elaborated in
the write-ups.

As mentioned in the write-up submitted, the major reason for such a
significant increase in the energy requirement of FY 23 over FY 22, is
due to the expected additional loads of LIS.

According to TSDISCOMSs’ estimates LT domestic consumers will be using
14,143 MU during the ensuing year. LT domestic consumers will account for
16.79% of electricity requirement during the ensuing year. Both the
DISCOMs assumed that electricity consumption by LT domestic consumers
would increase by 7% during ensuing year while electricity consumption by
this consumer category increased by less than 5% during the current year.

During FYs 2020-21 and 2021-22 electricity consumption by domestic
consumers increased in the background of COVID-19 restrictions, closure of
offices and schools and spread of work from home and online classes —
people spent more time in their houses. As COVID-19 restrictions are being
brought down step by step with some of the offices opening and physical
classes for senior students starting the same level of consumption by
domestic consumers as during the last two years cannot be expected. In this
background assumption of 7% growth rate in electricity consumption by LT

TS Discoms would like to state that sales projections for FY 2022-23
have been made by calculating the CAGR for the respective Discoms
for over a period from 1 year CAGR to 5 year CAGR. Further an
appropriate CAGR is considered for predicting sales for FY2022-23.
Projecting sales only on the basis of last year's sales growth would not
give a perfect picture. Thus CAGR methodology is followed which
takes care of the historical trend.

TS Discoms agree that due to covid -19 restrictions more people were
spending their time in their houses, and thus have considered the
growth rate for FY 2022-23 based on the CAGR methodology. In fact
the 5 year CAGR (2016-17 to 2021-22) for TS Discoms is ~ 6% for
Domestic category thus the projections made by TS Discoms for FY
2022-23 is justifiable.
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domestic consumers appears to be on the higher side and the same need to
be brought down.

TSDISCOMs estimated that agriculture pump sets would be consuming
18,707 MU of electricity during the ensuing year accounting for 22.21% of
electricity requirement in the state. In the absence of meters to the
agriculture services estimation of electricity consumption by agriculture
pump sets has become contentious issue. While NPDCL in its filing claimed
to have used ISI Methodology approved by the Commission SPDCL did not
make clear on what basis it has arrived at the electricity consumption by
agriculture pump sets. Both the DISCOMs indicated release of new services
as one of the reasons for increased electricity consumption by these
services. But the following information provided by NPDCL (pp. 26-27) raises
doubts on this explanation: Table 1: Agriculture consumption

Particulars 2016-17 2017-18 2018-19
% increase in No. of agriculture connections | 1.23 3.06 3.11
% of growth in agriculture sales 19.99 23.48 18.46

From January 2018 agriculture connections in Telangana are being given 24
hour supply and it is mentioned as one of the reasons for increased
electricity consumption in agriculture sector. But the above table leads to
doubts on this count also. In FY 2016-17, a year before the initiation of 24
hour electricity supply to agriculture, consumption was reported to have
increased by 19.99% while number of connections increased by 1.23% only.
During FY 2018-19, after initiation of 24 hour electricity supply consumption
increased by 18.46% while number of connections increased by 3.11%. Such
data raises further doubts on TSDISCOMSs’ claims regarding electricity
consumption by agriculture services.

TS Discoms would like to state that the assessment of agricultural
consumption is done every month, as per the ISI methodology,
approved by the Hon’ble Commission and the same are submitted
to the Hon’ble TSERC. For this purpose, the sample for each capacity

(i.e., kVA rating) is chosen using random sampling procedure. The
consumption of each of these sample DTRs are measured each
month. The average consumption per DTR is then estimated from
the total consumption of all the sample DTRs in each circle. The
average DTR consumption of each capacity of DTR population is the
basis for extrapolation of the agricultural consumption.

It is further to submit that, agriculture consumption varies on year
to year based on different factor such as rainfall in season, period
of rain fall, cultivation area, types of crops, ground Water availability
and in addition to releasing of new services during the year will also
effect on agriculture consumption.

The sudden growth in agriculture consumption is mainly due to the
TS Govt. efforts to provide reliable and quality supply to the
consumers. TS Discoms have always strived to provide connections to
the consumers and supply power with minimum breakdown/ power
cuts. At the time of formation of state TS Discoms were facing
challenges to supply power to all consumers leading to power deficits.
Over the years TS Discoms have overcome the challenges and are now
able to supply the required amount of power to the consumers.
Licensees had started supplying 24hrs power to all agricultural
consumers w.e.f. date January 1, 2018. This has resulted in significant
increase in agricultural sales over the previous years.

What is more, both the DISCOMs project that consumption by agriculture
services during the ensuing year will be less than during the current year.
According to TSNPDCL filing LT agriculture consumption will be 7,525 MU

TS Discoms are expecting that the sales of agriculture category will
decrease with upcoming LIS Loads as these two are complementary
things, i.e. Increase in LIS consumption would provide easy
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during FY 202-23 compared to 7,839 MU during FY 2021-22. In the case of
TSPDCL the LT agriculture consumption is expected to be 11,647 MU for
2021-22 and 11,182 MU for 2022-23. Increasing irrigation under lift
irrigation schemes is expected to bring down electricity consumption by
agriculture pump sets. Newspaper reports also indicate that electricity
consumption in agriculture sector in the state is coming down due to spread
of surface irrigation and decline in area under paddy, particularly during rabi
season.(https://www.thehansindia.com/telangana/nizamabad-
irrigationfacilities-lead-to-less-power-consumption-in-northern-districts-
724003) Impact of increasing cultivation under lift irrigation/surface
irrigation on electricity consumption by agriculture pump sets needs to be
carefully analysed.

accessibility for water and help agriculture consumers to pump the
water by consuming a lesser amount of energy.

Projecting LIS sales consist of a high amount of unpredictability,
availability of water is an important factor. However, LIS sales are
projected by considering the current pumping stations loads on
Krishna & Godavari river and any upcoming additional loads. These
loads are further considered to be operating only at a 60% load factor.
Thus, if all conditions work fine LIS loads would generate the
projected LIS Sales consumption and would also affect the agriculture
sales causing it to decrease marginally.

Thus, TS Discoms have considered a past reference i.e. CAGR while
projecting sales for LT Agriculture

Consumption of LIS is carefully determined as explained above; a
separate team dedicatedly works on LIS sales projections.

Lift irrigation schemes in Telangana have emerged as one of the major
electricity consumers. During the ensuing year these lift irrigation schemes
along with Composite Public Water Supply Schemes (CPWS) are projected
to consume 14,962 MU accounting for 17.76% of electricity requirement in
the state. Both the DISCOMs have adopted very high consumption growth
rates in the case of lift irrigation schemes. TSNPDCL projected that during
the FY 2022-23 power consumption by lift irrigation schemes would be three
times higher than in FY 2021-22. TSNPDCL also included 1,128 MU towards
pumping of additional TMC of water. But works related to additional TMC
are caught up in controversy and operationalisation of it during the ensuing
year is doubtful. As such power requirement of this component may not be
included.

NPDCL projected total connected load of lift irrigation schemes in FY 2022-
23 to be 3,714 MW. According to SPDCL’s filing highest expected load in a
month will be 617 MW in November 2022. According to a newspaper report

The methodology followed for determining LIS Sales is slightly
different than for what is used for projecting other categories.

LIS category has been recently introduced thus historical data is not
available. The rest all categories are projected based on historical
figuresi.e. CAGR basis.

LIS sales are projected by considering the current pumping stations
loads on Krishna & Godavari river and any upcoming additional loads.
These loads are further considered to be operating only at a 60% load
factor. Thus, if all conditions work fine LIS loads would generate the
projected LIS Sales consumption

As per LIS data total current connected Load (60% of installed load)
for NPDCL is 10209 MW and for SPDCL is 3232 MW.

Conservation of Energy is one of the prime aims of Disocms. TS
Discoms always try to use energy effectively, in line with the same TS
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the irrigation department had given an indent for 2,500 MW demand per
day. (Velugu, 11 November, 2021) This is far less than the total loads
indicated by TSDISCOMs. Another newspaper report indicated that the State
Government of Telangana had initiated an exercise to bring down electricity
cost of lift irrigation schemes by regulating the use of lift irrigation pumps
according to water needs. This was expected to save electricity as well as
water. A command control centre is reported to have been set up in
Hyderabad to operate and manage lift irrigation systems in the state.
(Andhra Jyothi, 28 October, 2021) These interventions are expected to bring
down electricity consumption by lift irrigation systems in the state.

Discoms always try to save energy for their major consumer
categories.

During the ensuing year T&D losses will account for 11.27% of the electricity
requirement in the state. While it will be 10.43% in the case of NPDCL it will
be 11.71%in the case of SPDCL. For the FY 2018-19 the Tripartite MoU under
UDAY set the AT&C losses of TSNPDCL at 10.00% and TSSPDCL at 9.90%. The
T&D losses projected by TSDISCOMs in the ARR for FY 2022-23 are higher
than the levels stipulated for the FY 2018-19 under the Tripartite UDAY -
MoU. The TSDISCOMs have claimed that, after formation of the Telangana
State, Rs.31,968 crore has been spent on transmission and distribution
networks. Despite such huge investments on T&D network in the state
TSDISCOMSs have failed to achieve the target set by UDAY on AT&C losses.
AT&C losses include collection efficiency along with T&D losses. T&D loss
levels should have been much less than AT&C losses. This shows that there
is scope to bring down T&D losses from the levels projected in the ARRs.
When the estimated T&D losses are brought down to the previous or even
to lower levels the quantum of power to be procured will also come down.

Table 2: T&D and AT&C losses in Hyderabad

Circle Division T&D Losses AT&C
(%) Losses (%)
Hyd - Central Mehdipatnam 22 19.28

TSDISCOMS are strictly adhering to the loss targets as stipulated in
the wheeling Tariff Order for the Distribution Business for 4th
control period (FY19-20 to FY23-24) Dated:29.04.2020 issued
by the Hon’ble Commission in the projections of energy
requirement for the ensuing year i.e., FY22-23.
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Hyd - South Asmangadh 39 35.01
Begumbazar 35 34.01
Charminar 38 35.73

TSSPDCL’s Energy Audit Report for the period 01-07-2021 to 30-09-2021
brought out the disturbing information contained in the above Table. In the
case of four divisions listed in the above table T&D losses were above 20%
of the electricity in put in to the network. These four divisions are not
located in any for away, remote corner of the DISCOM area, posing
problems in terms of billing due to inaccessibility. These divisions are
located in the heart of the City of Hyderabad and these divisions are at a
stone’s throw away from the corporate office of the TSSPDCL and Office of
the Commission. Even more striking information is that AT&C losses are
lower than T&D losses. In these divisions collection efficiency if more than
100%. In these divisions 20 to 40% of the electricity input is not metered. If
we assume technical losses of 5% remaining 15 to 35% of the electricity is
being stolen under the very nose of the powers that be. This issue of high
T&D losses in these areas was raised in the past also but to no avail. We
request the Commission not to allow T&D losses above 5% and direct the
DISCOM to take the responsibility of the remaining losses from its own
resources. It is not fair to burden the sincere consumers with the losses due
to theft/ illegal activity of other consumers.

Pertains to TSSPDCL

We request the Commission to direct TSNPDCL to make Energy Audit
Reports public.

TSNPDCL Energy Audit Report 2" Quarter of FY 2021-22 was
uploaded in TSNPDCL website.

10

Past experiences show that actual power procurement by the TSDISCOMs
was much less than their ARR proposals. The power procurement estimates
prepared as a part of ARR proposals related to the FY 2022-23 also appears
to be overestimated. These estimates need to be subjected to detailed
scrutiny.

TS Discoms would like to state that the projected energy requirement
(and power procurement) are significantly higher in FY 2022-23, due
to the expected additions of LIS loads.

The detailed category-wise justifications for the sales projections,
have also been elaborated in the write-ups.

11

According to TSDISCOMs’ ARR and Tariff filings for FY 2022-23 electricity
availability will be 87, 288 MU dispatch will be 84,222 MU leaving a surplus
of 3,066 MU. But this surplus figure is an underestimate and misleading.

TS Discoms have considered the month-wise energy availabilities for
FY 2022-23, as per the projections shared by the respective
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Actual surplus electricity available according to their submissions should
have been 5,458.50 MU.

Table 3: Power availability, dispatch and surplus (MU)

Generating Station Availability Dispatch Surplus
TSGENCO — Thermal 27,434.98 27,206.10 228.88
CGS 21,611.51 17,960.27 3,651.24
Singareni 9.044.38 7,466.00 1,578.38
Total 58,090.87 52,632.37 5,458.50

12

While 58,090.87 MU will be available from TSGENCO - thermal units, CGS
units and Singareni power plant 52,632.37 MU will be dispatched leaving a
surplus of 5,458.50 MU. TSDISCOMs show a surplus of 3,066 MU only as
short-term purchases of 2,393 units appear under dispatch but do not figure
under availability leading to higher quantum of dispatch and lower surplus.
Even if 2,393 MU of short-term power is procured surplus electricity
available will be 5,458.50 MU, as long as more power is not procured from
these public sector plants.

The related question is — when 5,458.50 MU of surplus power is available is
there need to go for short term purchase of 2,393 MU at a higher price?

generating station and energy requirement as per the estimated sales
projections, and loss levels.

TS Discoms would like to clarify that the annual energy surplus shown
of 3,066 MU, is after netting off the energy shortfall of 2,393 MU from
the energy surplus of 5,459 MU.

Month-wise energy surplus/ shortfall can be arrived at by considering
the month-wise energy availability and energy requirement.

TS Discoms would state that because of the month-wise variations in
the energy availability, there will be cases of surplus in few months
and shortfall in few, which is an unavoidable case. The energy
shortfall in certain months of the year, is expected to be procured
from the short-term market. The summation of shortfall in such
months’ amounts to 2,393 MU. While, in other months, where there
is an energy surplus, the summation will amount to 5,459 MU. These
two nos. can’t be compared, as they are occurring at different months
of the year.

It is further clarified that the short-term power can’t be considered
under availability. The energy dispatch has to match with the energy
requirement, hence the short-term has been shown under the same.
TS Discoms haven’t considered the sale of surplus power, as the
revenue from sale of such surplus power will be lower than the cost
of the power procured from the marginal station, during that
particular month i.e. procuring such excess power for the purpose of
sale, shall be costlier and further burden the end consumer.

13

The filings show that all the TSGENCO thermal plants will be operating at
below their threshold level PLF. This implies that actual surplus electricity
available is much higher than 5,458.50 MU. While threshold level PLF of
these plants is 80% to 85% PLF taken in to account in the filings is below
75%, with the exception of Kothagudem -VII (81%) and BTPS (78%).
Threshold level of PLF these plants is 85%. If TSGENCO thermal plants
operate at threshold level PLF additionally 2,000 to 3,500 MU of electricity

Availability of thermal plants are projected at normative PLF provided
in corresponding PPA considering plant overhaul planning. The
thermal generating plants are being operated below their threshold
PLF due to high penetration of renewable energy at Day time and
reduced loads during night time. The Renewable energy plants cannot
be backed-down as they are must run stations and also TSDISCOMs
have to fulfil RPO obligations to avoid penalty. Availability
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will be available taking the surplus electricity available to 7,500 MU to 9,000
MU.

14

The filings show that Thermal Power Tech Corporation will be operating its
plants at 95% PLF. If other thermal power plants operate at this level surplus
electricity available will be much more.

15

TSDISCOMs in their submissions on Relinquishment of Telangana State’s
share in CGS units of NTPC Ramagundam 1 and 2 and NLC units | and Il
claimed that the gap due to foregoing these plants could be filled by
operating GENCO plants at higher PLFs.

projections considering only threshold level PLF simply or highest PLF
projected by one of the private Thermal generator (Sembcorp Energy
India Ltd, Earlier TPCIL) would be hypothetical.

Availability(MU) projections for all TSGENCO Thermal plants is shown
at their Normative PLF’s as per their respective PPA’s. Hence there
would be no additional energy available from TSGENCO plants. The
contention that the TSGENCO Stations are operating below 75% PLF
is not correct.

SLDC have to issue back-down instructions to the generators for
balancing the system Demand-Supply to ensure Grid security, based
on descending order in the merit order despatch.

Sembcorp Energy India Limited (Earlier Thermal Powertech) is being
operated at more than 85% PLF as it is in the bottom in the merit
order.

16

All these factors show that 3,066 MU of surplus electricity projected by
TSDISCOMs is an underestimate as well as misleading figure. Given the
scope for surplus electricity available from the generation capacities
available to TSDISCOMs during the ensuing year 2022-23 there will be no
need to procure short term power from market at higher price.

Availability shown for the FY 2022-23 is based on projections shown
from long term contracts which are tied up for meeting Base-load
Demand.
Everyday 15 minutes Time-Block Scheduling of power from all the
available sources is being done based on merit order and any
shortage of power due to sudden outages of plants, increase in
Demand etc. is being purchased through Power exchanges
considering the requirement in each 15 minutes Time-Block.
Procurement of power under Short-term (Power Exchanges)
considering power shortages in certain Time-Blocks is inevitable to
bridge the Day to Day Demand-Supply gap. Power will be purchased
from Power Exchanges if it is available at relatively lesser price in
order to lower the overall power purchase cost.

17

The information related to power procurement during the years 2020-21
and 2021-22 leads us doubt whether merit order is being followed in power
procurement. Variable cost of power from CSPGCL is Rs. 1.20 per unit and
that of TPCIL is Rs. 2.26 per unit. If merit order was followed CSPGCL should
have been preferred to TPCIL. But in fact, power at higher PLF (80 to 95%) is

Merit Order is being followed by TSSLDC.

It may be observed that CSPGCIL/CSPDCL is declaring its plant
availability in the range of 37 to 52% only instead of normative PAF of
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procured from TPCIL compared to CSPGCL (37 to 52% PLF). We request the
Commission to see that merit order is followed in power procurement.

76.5% due to lack of coal, whereas, TPCIL is declaring its Plant
availability more than 90%.

18 | TSDISCOMs propose to spend Rs. 39,415.08 crore on power procurement | All efforts are being made by TSDISCOMSs for Power procurement in
during the ensuing year. This accounts for 74.29% of aggregate revenue most effective way taking every measure to reduce the cost burden
requirement (ARR). Avenues shall be explored to bring down power on TSDISCOMs, which would indirectly lessen the burden on
procurement cost to reduce tariff burden on the consumers as well as Consumers.
budgetary support from the state government. Table 4: Fixed costs

Generation Fixed cost (Per | Fixed cost (Per
Station unit) (Rs) MW) (Rs. In Cr)
Kothagudem VIl | 2.09 1.47
KTPP II 2.17 1.41
BTPS 2.82 1.92
CSPGCL 2.70 1.71
Singareni 1.90 1.18
TPCIL | 1.49 1.24
TPCIL II 2.40 1.99
19 | TSDISCOMs in their narrative of reasons for the proposed tariff hike

highlighted variable cost components like price of coal, transport cost of
coal, clean energy cess, etc., While not totally denying these factors, a
closure examination of TSDISCOMS’ ARR and Tariff filings for the FY 2022-23
shows that fixed costs are equally a cause for the proposed tariff hike. While
unit fixed cost increased from Rs. 1.61 in FY 2018-19 to Rs 2.01 in FY 2022-
23, unit variable cost declined from Rs. 3.08 to Rs. 2.76. In other words,
during this period while unit fixed costs increased by 24.84%, unit variable
costs declined by 10.39%. This statistic demands us to pay more attention
to increasing fixed cost burden. The important reason for this higher fixed
cost is the high capital cost of the thermal power projects that have become
operational since formation of separate State of Telangana.

All the Power Purchase Agreements are being entered with
Generators/Developers by TSDISCOMs after taking Hon’ble TSERC
approval issued after Public hearings.

It may be observed that increase in fixed cost from FY 2018-19 to
2022-23 is due to the commissioning of new Thermal and Hydel
Projects of TSGENCO taken up to provide reliable and quality power
24 hours to all categories of consumers.
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Fixed costs being paid to new units of TSGENCO are very high. Even when
compared to Singareni thermal power project, whose capital cost was
considered to be high due to inefficient execution of the project, fixed costs
of TSGENCO units are very high. While fixed cost of Singareni thermal power
projectis Rs. 1.18 crore per MW itis Rs. 1.41 crore in the case of KTPP II, Rs.
1.47 crore in the case of Kothagudem VIl and Rs. 1.92 crore in the case of
BTPS. TSDISCOMs’ ARR filings show that power from CSPGCL is proving to
be costly. Per MW fixed cost burden of this plantisRs. 1.71 Crore compared
toRs. 1.18 Crore of Singareni plant. TPCIL lis a green field project while TPCIL
[l'is a brown field project. Normally, capital cost of brown field project shall
be lower than green field project. But in the case of TPCIL brown field unit’s
fixed cost is higher than green filed unit. These anomalies demand a re-
examination of fixed costs of these thermal power plants.

The capital cost of the projects depends on the adopted technology
(BTG & BOP), and duration of the project (i.e., zero date to COD of the
project) and controllable & un-controllable factors.

The Fixed Cost of Singerani Power Project is approved by Hon’ble
Commission & finalized, whereas, TSGENCO costs are provisional &
yet to be approved by Commission.

Further, the capital costs of new stations of TSGENCO are inclusive of
FGD cost, which are subject to approval of Hon’ble Commission and
the period of construction, capacity of the unit, GST and covid impact
etc. are the reasons in respect of BTPS when compared to M/s SCCL.

In case of Chhattisgarh, TSDISCOMs have filed appeal before APTEL
aggrieved by the CSERC order dt. 07.07.2018 on determination of
capital cost, which is pending for adjudication.

In case of PPAs with Sembcorp Energy India Limited (Earlier TPCIL),
the PPA for 269.45 MW was signed in 2013 for 25 years whereas the
PPA for 570 MW was signed in 2016, that too for a period of 8 years
only. Hence the rates in the both bids are not comparable. Fixed
charges in 269.45 MW PPA under Case-l bidding was increasing year-
on-year (Escalation component present) whereas the Fixed Charge
in 570 MW PPA under DBFOO would be decreasing by 2% year-on-
year, which would be advantageous to TSDISCOMs. Therefore,
Tariffs in the both PPAs are not comparable.

21

Fixed cost of Ramagundam B unit was Rs. 51 crores during the FY 2020-21.
It is estimated to increase to Rs. 101 crores during the FY 2021-22 and is
projected further to increase to Rs. 122 crores in the FY 2022-23. Though
there is no change in the capacity of the plant fixed are expected to more
than double during the current and ensuing years. No explanation is
provided for this hike in fixed cost of Ramagundam — B unit. We request the
Commission not allow the increase in fixed cost of this unit.

Table 5: Variable costs

Fixed charges of Rs.54.49 Crs. for the year FY 2020-21 is provisional
as per the Fixed Charges allowed for the year FY 2018-19 in MYT 2014-
19. The FC filed by TSGENCO for MYT 2019-24 is still higher, yet to be
approved by Hon’ble Commission.

For the year FY 2021-22 and 2022-23, the Fixed Charges claimed in
the MYT filings of TSGENCO for FY2019-2024 are 128.52 Cr. and
132.17 Cr. respectively, wherein the O&M charges claim is of average
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Generation Station Variable cost
(Per unit) (Rs)

CSPGCL 1.20

TPCIL -1 2.26

NTPC Ramagundam | | 2.57

KTPS -V 2.81

KTPS - VI 2.82

KTPS - VII 2.49

KTPP -1 2.85

KTPP -1l 2.87

BTPS 2.91

YTPS 2.49

Singareni 2.99

Ramagundam - B 3.43

actual O&M charges in the previous control period with escalation
as per Hon’ble TSERC Regulation 1 of 20109.

However, TSDISCOMS will admit the Fixed Charges as per the
approval of TSERC.

22

Per unit variable cost of coal based thermal power plants supplying power
to TSDISCOMs differ widely. This indicates that there is scope to bring down
these variable costs. Per unit variable cost of CSPGCL is Rs. 1.20. Compared
to this variable cost of all other coal based thermal plants are more than
100% higher. One may argue that CSPGCL is a pit head plant and other plants
are not so. Except YTPS all other TSGENCO thermal plants are located near
coal mines and expenditure related to dedicated railway lines to transport
coal from mines to the power plant are made part of plants’ capital cost. As
a result, there should not be much difference between variable cost of
CSPGCL and variable cost of TSGENCO units. Per unit variable cost of TPCIL
isRs. 2.26. This plant is located far away from coal mines and still its variable
cost is less than all TSGENCO thermal power plants.

All the Power Purchase Agreements are being entered with
Generators/Developers by TSDISCOMs after taking Hon’ble TSERC
approval issued after Public hearings.

TSGENCO Stations are having the coal linkages from the M/s SCCL,
irrespective of the coal from open cast mines or underground mines.

The actual landed cost of fuel claimed mainly inclusive of fuel price
corresponding to the grade/quality of fuel, royalty, taxes and duties
as applicable, transportation cost by rail/ road/ pipeline or any other
means, and, for the purpose of calculation of energy charges, shall
be arrived at after considering transit losses.
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One may point out that coal for CSPGCL comes from open cast mines which
is not the case with TSGENCO units. TSGENCO thermal power plants get
their coal supplies from SCCL coal mines located in Telangana. As of FY 2019-
20 SCCL produced 86% of coal from open cast mines. As such, cost difference
between CSPGCL and TSGENCO thermal units shall not be much.

24

Variation in variable costs of the plants may also be due to the efficiency at
which these plants are being operated. Some of the units of TSGENCO like
KTPS — VII, KTPP — I, BTPS have come in to operation after TPCIL and should
have operated more efficiently.

25

TSDISCOMs in their submissions on Relinquishment of Telangana State’s
share in CGS units of NTPC Ramagundam 1 and 2 and NLC units | and Il
claimed that NTPC Ramagundam units are not pit head plants. Even then
variable cost of NTPC Ramagundam units is less than TSGENCO thermal
units. This calls for an explanation from both TSGENCO and TSDISCOMSs.

The landed cost of fuel in respect of TSGENCO stations is being
arrived on the following:

(a) Coal is being procured from M/s SCCL, a Govt. entity, and its cost
is being paid as per the price notifications of M/s SCCL,

(b) Qil is being procured from central public sector undertakings viz.
HPCL, I0CL & BPCL and the oil rates being paid prevailing on the
date of supply.

(c) The transportation charges of the fuel by rail are as per the rate
circular issued by Ministry of Railways.

Variable cost would vary depending on various factor like year of PPA
entered with, PPA period, Plant CoD, Transmission/PoC charges, Fuel
cost etc., Hence the variable cost of on PPA cannot be compared
with other PPA based on only one factor.

The variable cost of the TSGENCO stations are arrived by considering
the norms specified by the Commission and the above fuel
parameters. The base price of coal for the M/s SCCL is on higher side
compared with the Coal India Limited which supplies coal to the
TPCIL

26

Per unit variable cost of Singareni thermal power project is Rs. 2.99. This
high variable cost is also attributed to allocation of coal for this plant from
Naini coal blocks located in Odisha. SCCL in its letter dated 6.7.2015, to the
Ministry of Coal while requesting allocation of coal for its power plant from
its coal mines had pointed out that it would be able to supply the coal to its
own thermal plant without affecting the existing FSA/linkage quantity to
other allottees. The Government of Telangana also sought from Gol
allocation of coal from SCCL to its project. But this did not lead to any
positive outcome. Under Section 1.1 d) of UDAY — MoU the Government of

TSDISCOMs have addressed Singareni to pursue with Ministry of
Coal and SCCLis pursuing with Ministry of Coal, Gol for swapping of
coal linkage from Naini to SCCL for Singareni thermal power project.
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India has obligation for ensuring rationalisation of coal linkages. This issue
shall be actively taken up with Gol.

27

Even more worrying is the Gol’s proposal to auction four coal blocks of SCCL
to private players. This would further complicate allocation of coal available
in Telangana to power plants located in Telangana. Government of
Telangana opposed this move on the part of the central government. All
the trade unions of workers of SCCL went on strike for three days against
the move of the Gol. But there is no sign that the central government is
reexamining its policy on coal mining.

28

TSDISCOMSs propose to procure 400 MW of solar power from SECI at the
rate of Rs. 2.78 per unit and 1692 MW of solar power from NTPC — CPSU at
the rate of Rs. 2.82 per unit. At a time when solar power is available at rates
below Rs. 2.50 per unit the above rates appear to be higher. Recently SECI
offered solar power to Andhra Pradesh at Rs. 2.49 per unit without any
interstate transmission costs. TSDISCOMs did not specify on what basis this
solar power is being procured from SECI and NTPC-CPSU

The competitive bidding for 400 MW of solar from SECI @ 2.78/kWh
under ISTS Tranche-VI scheme & 1692 MW Solar power from NTPC
under CPSU scheme at an average cost of Rs.2.82/kWh was
concluded in the year 2019. Whereas, the competitive bidding for
SECI offered rate of Rs.2.49/kWh to AP was concluded in the year
2021. Also for the aforesaid schemes, the ISTS transmission charges
and losses are granted waiver by MoP, Gol. DISCOMs have also
signed PSAs with M/s. NTPC @ Rs.2.45/Kwh in 2021.

It may be observed that the tariff of solar power projects cannot
be compared, as the competitive bidding year and terms and
conditions of specification differ.

29

Solar power is suitable for decentralised, distributed power generation.
Solar power can be generated at the point of consumption. This will bring
down T&D costs as no additional network expansion is needed to utilise
solar power. The Central Government also started promotion of
decentralised solar power generation in agriculture sector under KUSUM
policy. TSDISCOMs shall stop procuring solar power from MW/utility scale
solar plants and instead procure solar power from decentralised solar power
plants.

Taking the advantage of waiver of ISTS transmission charges granted
by MoP, Gol, TSDISCOMs are planning for procurement of power
from ISTS connected projects at competitive tariffs discovered
through bidding process conducted at national level. Whereas,
setting up of distributed solar generation would be uneconomical
due to high land cost.

80




30

TSDISCOMs on the one hand propose to relinquish Telangana State’s share
in NTPC’s Ramagundam Super Thermal Power Station Units | & Il and NLC
Thermal Power Station Stage 1 & 2 with aggregate capacity of 528.91 MW
and on the other propose to procure 500

MW from PTC. Cost of power from NTPC’s Ramagundam unitsis Rs. 3.18 per
unit, that of NLC Stage 1 is Rs. 3.47 per unit and that of NLC Stage 2 is Rs.
3.61 per unit. Cost of power (variable rate) from PTC is Rs. 4.29 per unit. Cost
of power from NTPC and NLC units proposed to be relinquished is much
lower than power from PTC. Given this, we suggest to TSDISCOMs to
withdraw the proposal to relinquish Telangana State’s share in the above
CGS units and to withdraw the proposal to procure costly power from PTC.

TSDSCOM s are proposing to relinquish TS share of Power from NLC
Thermal Power Station stage- | & Il only. In the tariff petition filed by
NLC for the control period 2019-24 before CERC, NLC are claiming for
additional tariff based on certain factors such as for Return on Equity
on additional capitalization, special allowance in lieu of R&M, high
Operation & maintenance expenses and proposed Installation of Flue
Gas Desulphurization, by these claims the fixed cost would increase.

NTPC & NLC being long term projects, TSDISCOMs have to bear the
fixed charge commitment throughout the year, Whereas, in Pilot
Scheme-I, the Generator has agreed to supply power in a staggered
manner of 6 months in a year for a period of 3 years, as requested by
TSDISCOMs i.e., for Rabi & Khariff seasons. The agreement with M/s.
PTC will end in September 2022.

Moreover, in PTC, the minimum power off take is 55% and if power
off take is more than 55%, then utility would get 1% discount in
tariff for every 5% incremental off-take beyond 55%, whereas for
CGS fixed cost liability is for Normative availability i.e 85%.

31

Andhra Pradesh DISCOMs share the legacy of PPAs related to NTPC
Ramagundam | & Il and NLC TPS-II with Telangana DISCOMs. It is interesting
to note that APDISCOMSs took the stand opposite to TSDISCOMs with regard
to continuation of PPAs with these two power plants. An extract from
APSPDCL’s ARR for FY 2022-23 is reproduced below:

“The PPA with NTPC Ramagundam | & Il was expired on 31.10.2017 and the
PPA with NLC TPS-II Stage-I & Il is going to expire by 31.03.2021. Power
procurement is continued from Ramagundum | & Il plant owing to its low
price. .... These two projects are old stations with pithead fuel facility, and
are presently operating as “Base Load Stations” in AP Power System with

In the filings before CERC, M/s NTPC & M/s NLC are claiming
additional tariff based on certain factors like Return on Equity on
additional capitalization, special allowance in lieu of R&M, high
Operation & maintenance expenses and proposed Installation of
Flue Gas Desulphurization, by these claims the fixed cost would
increase.

The fixed cost of these two plants will increase in future.
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cheaper cost.... Based on the adequacy of the “Base Load” thermal capacity
requirement in the system to extend 24X7 reliable, secured and cost
effective power supply to the Consumers, APDISCOMs are continuing
procurement of power from these pithead stations viz. Ramagundam-Stage-
[&Il and NLC- TPS-II.” (p. 11-12, APSPDCL ARR 2022-23)

Average power purchase cost of APDISCOMs is Rs. 4.13 per unit. Average
power purchase cost of TSDISCOMs is Rs. 4.78 per unit. This shows that
TSDISCOMs are in need of these cheaper power sources compared to
APDISCOMs. This makes TSDISCOMSs’ preference to relinquish this cheaper
power inexplicable. We again suggest to TSDISCOMs to withdraw the
proposal to relinquish Telangana State’s share in the above CGS units.

The average power purchase cost of TSDICOMs is Rs.4.78/Kwh as
many new Hydel and Thermal Stations are added after the state
formation.

The loss of capacity that is proposed to be relinquished will be met
from TSGENCO station running at higher PLF and at a lesser cost
when compared to M/s. NTPC & M/s NLC.

The stakeholder may also compare the quality of power supply and
power cuts imposed in both the states. Telangana is supplying
reliable, quality power 24 hours to all categories of consumers
without any power cuts.
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Even when TSDISCOMs have 5,458 MU of surplus electricity at their disposal
according to their filings related to FY 2022-23, still want to procure2,393
MU from short term, market sources at a cost of Rs. 3.85 per unit. The
TSDISCOMSs have not explained the basis for this price, even while showing
that price for 2021-22 as Rs.3.59 per unit. In fact, surplus electricity available
to TSDISCOMs is much higher than 5,458 MU as all the TSGENCO thermal
units, Singareni units and some of the CGS units supplying power to
Telangana will be operating at below their threshold PLF. In the background
of substantial surplus capacity available to TSDISCOMs we request the
Commission not to allow power procurement from short-term, market
sources.

Everyday 15 minutes Time-Block Scheduling of power from all the
available sources is being done based on merit order and any
shortage of power due to sudden outages of plants, increase in
Demand etc. is being purchased through Power exchanges
considering the requirement in each 15 minutes Time-Block.

Procurement of power under Short-term (Power Exchanges)
considering power shortages in certain Time-Blocks is inevitable to
bridge the Day to Day Demand-Supply gap. Power will be purchased
from Power Exchanges if it is available at relatively lesser price in
order to lower the overall power purchase cost.
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TSDISCOMSs have proposed increase of 50 p/Unit for all domestic
consumers, increase of 1 Rs/Unit for all LT commercial (except haircutting
saloons) and increase of 1 Rs/Unit for all LT industry consumers and most
of the HY consumers. In addition, there is introduction of fixed charge for
domestic, increase for commercial and industry and increase in customer
charges and minimum charges. Customer charges in some cases are sought
to be increased by more than 100%. Periodic reasonable tariff increase can

TS Discoms would like to state that the last tariff hike approved by the
the Hon’ble commission was in FY 2016-17, While, it has been five
years now since the last tariff hike, but in the said duration, all the
costs incurred by TS Discoms in terms of Power purchase cost,
Transmission and Network cost etc. have increased significantly,
leading to a constantly increasing revenue gap.
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be acceptable, but this sudden increase in tariff after five years and that
too same increase for all slabs in absolute terms is not reasonable.

Table 6: Tariff proposal (Rs. In Cr)

Particulars NPDCL SPDCL Total

ARR 18,183.36 34,870.18 53,053.54
Revenue from 10,702.75 25,708.51 36,411.26
current tariffs

Non-tariff income 29.41 33.10 62.51
Revenue deficit 7,451.21 9,128.53 16,579.78
Revenue through 1,786.63 5,044.27 6,830.90
proposed tariffs

Tariff hike % 16.69 19.62 18.76
External subsidy 4,254.15 1,397.50 5,651.65
Net deficit 1,410.44 2,686.79 4,097.23
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TSDISCOMSs’ tariff proposals will lead to collection of Rs. 6,830.90 crore as
additional revenue. This implies a tariff hike of 18.76%. But the tariff
impact on different consumer categories varies. Some consumer groups
face a tariff hike of more than 50%.

Table 7: Impact of tariff increase - 1

Slab Existin Propose | Con Existing New Dem | Total %
g tariff d tariff sum | energy energy and new increas
ptio charges charges char | charges e
n ges
Rs. /U Rs. /U Unit | Rs. Rs Rs. Rs. %
LT-1(A)
0-50 1.45 1.95 50 72.50 97.50 15 112.50 55.20
51-100 2.60 3.10 100 202.50 252.50 30 282.50 39.50
LT-1
®)(0)

Covid Pandemic and also subsequent second wave has greatly
impacted the finances of Discoms. The Policies of the Government of
India have also led to the increase in costs due to clean cess, coal
costs, railway freight etc.

There has been an increase in finance cost due to strengthening the
Transmission and Distribution Network by investing Rs. 34,087 crores
to supply reliable power in the state to all categories of consumers
including free supply to Agriculture.

The per-capita consumption and the peak demand of Telangana have
increased significantly since the formation of the state.

In view of the above, Discoms have proposed the hike in Fixed
Charges, Consumer charges & minimum charges.

TS Discoms shall also improve its revenue by the following measures

Conversion of remaining 20% non IRDA services to IRDA services,
leading to increase in Billing Efficiency.

TS Discoms are preparing a scheme for installation of smart meters in
a phased manner.

TS Discoms have proposedthe tariff hikes for different consumer
categories and their respective sub-slabs.

The objection made in terms of disproportionate hike for some slabs
of categories, and hikes for other consumer categories, can be
addressed through following points —
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0-100 3.50 3.80

101-200 4.30 480 | 101 334.30 384.80 | 45 42980 | 28.60
200 760.00 860.00 | 45 905.00 19.10

LT-1(B)

(i)

0-200 5.00 5.50

201-300 7.20 770 | 201 | 1007.20 | 110770 | 75 | 1182.70 17.40

301-400 8.50 9.00 | 301 | 172850 | 1879.00 | 75 | 1954.00 13.00

401-800 9.00 950 | 401 | 2579.00 | 277950 | 75 | 2854.50 10.70

800+ 9.50 10.00 | 801 | 6179.50 | 6580.00 | 150 | 6730.00 8.90
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Domestic consumers in the lower slabs face higher tariff hike compared to
consumers in the higher slabs. As the above Table shows while domestic
consumers in the 0-50 units slab face tariff hike of 55.20%, consumers in
the 51-100 units slab face tariff hike of 39.50%, consumers in the 401-800
units slab face tariff hike of 10.70% and consumers in the 800 + units slab
face tariff hike of 8.90%. This shows that poor households who consume
less than 50 units per month face disproportionately high tariff hike. In the
above table changes only in energy charges and demand charges are taken
in to account. Changes in customer charges and minimum charges also
impact tariff burden. These changes are taken in to account in the following
table:

Table 8: Impact of tariff increase - 2

Current Propose d % Rs/Unit Rs/Unit

Increas Curren Propose d
e t

Average monthly consumption 46 units

Energy charge 0-50 Rs/U 1.45 1.95

Energy charge 51-100 Rs/U 2.60 3.10

Demand charge Rs/month 0 15.00

Customer charge Rs/month 30.00 70.00

Energy charge Rs/month 67.00 90.00 34

The tariff for 0-50 units domestic category has been constant for last
20 years. Over these years the purchase parity of the consumers has
increased multi fold times, similarly the cost per unit for producing
one unit of power has also increased. Thus, the proposed hike is
justifiable.

For LT Domestic, the proposed tariffs are still significantly lower than
the Cost of Service for FY 2022-23.

TS Discoms have carried out the Tariff Comparison analysis of all the
major consumer categories across various states. It was found that
the tariffs for the lower domestic slabs, LT Commercial and Industrial,
HT Commercial and Industrial categories for Telangana are
significantly lower when compared with the other major states like
Gujarat, Uttar Pradesh, Haryana, Rajasthan, Punjab, West Bengal etc.
Thus, the proposed hike is justifiable.

TS Discoms would abide by the instructions of Hon’ble Commission,
in terms of percentage increase in tariffs, instead of absolute increase
across various consumer categories, provided such approach leads to
the same additional revenue, as proposed in the tariff filings.
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Monthly Electricity bill Rs. 97.00 175.00 80 2.10 3.78

Minimum charges single ph. <1 kW Rs. | 25.00 65.00

Monthly No consumption bill Rs. 55.00 150.00 173
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In the case of domestic consumers, the tariff increase in energy charge and
customer charge as well as the introduction of fixed charge is expected to
increase tariff revenue by Rs 960 Cr, that is an average increase of 13%. But
the average monthly electricity bill of a typical 0-100 slab domestic
consumers becomes nearly double because of this tariff increase. This is
going to impact a large number of people in Telangana, since 0-100
domestic slab consumers are nearly two-third of the total 1.15 Crore
domestic consumers. In the above Table the rows in bold give the impact of
tariff increase. Monthly average consumption by domestic consumers in
the 0-100 units’ slab is 46 units. Under the present tariff monthly electricity
bill will be Rs. 97 and under the proposed tariff monthly electricity bill will
be Rs. 175, which shoes a 80% increase in monthly tariff. In the last row
impact of changes in minimum charges is examined. A consumer has to pay
minimum charges even when there is no consumption. In this case
consumer has to pay customer charges and minimum charges. Hence if the
household does not consume even one unit of electricity in a month, they
would have to pay Rs. 150/month as opposed to current Rs.55/month - that
is nearly three times!
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This is quite unreasonable. A similar situation would arise for small
commercial and small industrial consumers. The reason for this is the
uniform increase of 50 paise or 1 rupee/unit for all slabs. For the domestic
consumers, we propose that the tariff increase should be in percentage
terms, not in absolute value. The % increase for low slab could be at the
inflation rate and for higher slabs, it could be higher. This would reduce the
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tariff impact on small consumers and would respect the very idea of slab
wise telescopic tariff. For example, 4-5% increase in energy charge for 0-100
Units, 5-6% for 101-200 and 15% increase for > 200 Units/month would
result in similar additional tariff revenue. In addition, there should be no
fixed charges (demand charges and consumer charges) for the lowest
domestic slab of 0-100.

Electrical The no. of fatal electrical accidents involving human beings are
accident increased over the cases reported in 2016-17 due to the reason that
s Table the accident taken place in the premises of consumers at their fault
9: were not used to bring into the notice of department earlier but now

No. of Exgratia paid each and every case is being reported for which ex-gratia is being

accidents paid by NPDCL.

NPDCL | SPDCL | Total NPDCL | SPDCL | Total
2020-21 460 238 698 351 178 529

The cause wise accidents reported for the year 2020-21 and 2021-22
(upto 30t September) is herewith given below:

H1 of 222 76 298 123 133 356 FY FY 2021 - 22
cause_accd 2020-21 (up to Sep) Total
202122 p 1o sep
Electrocuted while drinking/moving in water
of canals/ponds/lakes/river where supply is 1 5 6

1. During the FY 2020-21 the number fatal accidents involving humans | | extended through damaged service
stood at 698. This is the highest number of fatal accidents in the recent | | ""e¥/meter (Authorized service)
past. The last highest number of fatal accidents were 678 in FY 2016- | | Electrocuted while fishing duly extending ! ! 8

. . i . . supply from nearby lines
17. This shows that instead of electrical accidents coming down they

Insulation failure to 1/C service wire or

. . . . . . X X . 172 91 263
are on the rise, in spite of huge investments in men and materials to | | domestic services / faulty house wiring /
Appliances
Strengthen T&D network. Low height of DTR plinth ( Touching HT 5 3 8

2. In the past the DISCOMs provided causes for these fatal electrical | | bushesorLT bushes or Fuses)
accidents. This time DISCOMs did not provide such information. We | | Repairing AGL or other motor / starter / 84 26 110
request the Commission to direct the DISCOMSs to provide causes for | | *2iceWire
these fatal electrical accidents.

3. The information provided by TSDISOMs on electrical accidents show | |7 o e apped  fallen 6 5 "
that most of the fatal accidents took place in circles with || conductor dueto Gale & Wind
predominantly rural services. These accidents are low in urban circles.

Supply Passing to stay wire / Iron pole / DP 4 5 9
Structure
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This implies that the rural consumers are not receiving quality service.
Every step shall be taken to correct this anomaly.

The Construction, Operation& Maintenance of electrical plant & lines
especially at distribution level by DISCOMs is in a very unsafe
condition. DISCOMs are not following the basic statutory safety
regulations of CEA. The state government and its CEIG are not taking
action on DISCOMs.

. At many places especially in rural areas, bare live parts in DTRs and
associated bare lines and wires are not kept inaccessible to living
beings. Barriers, fences and enclosures and minimum clearances to
ground are not maintained so that live parts are out of reach to
prevent fatal shocks as required in Regulations 58,17,37(1) and 44(1)(i)
of CEA (Measures relating to safety and electric supply) Regulation,
2010

For safety, isolating A B switch on H.V side of DTRs are to be kept in
working condition as per Regulation 80(2)(a)(b) of CEA (Technical
Standards for construction of electrical plants and lines) Regulations,
2010. At many DTRs, A B switches are stuck in closed position and do
not open

. As per Regulations 74(1) (2) of CEA (Measures relating to safety and
electric supply) Regulation, 2010 and Regulation 78(1) and (2) of CEA
(Technical Standards for construction of electrical plants and lines)
Regulations, 2010, on all DTRs on H.V sides of transformers, surge
diverters are to be provided to protect consumers against transient
over voltages due to lightning and switching surges and protect
consumers equipment getting damaged. But in almost all DTRs these
are not in working condition and are disconnected.

The statutory CEA (Safety requirements for construction, operation
and maintenance of electrical plants and electric lines) Regulations,
2011 give very important and elaborate policy and management
systems for ensuring electrical safety. Regulation 4(4) requires the

Touched the earth wire at the earth pit and 2 2
got electrocuted
Touched the electric Fencing provided for 47 13 60
Animal Hunting / Animal Guarding

. 20 2 22
Touching the Snapped and fallen conductor
Touching the lose lines / Low Ground 3 2 5
Clearance
Transformer Oil Related or Working on DTR / 1 1 2
PTR
Victim came in to Contact with live Conductor 101 50 151
(with or without any object
While replacing HG fuses or LT Fuses of DTR / 6 5 11
PTR or Touching the Fuse Box @ DTR
While working on existing line for 7 7 14
maintenance / Construction of New Line

460 222 682
Total

From the above, itis clear that most of the cases such as faulty house
wiring/appliances in domestic premises, repairing of AGL
motors/starters/service wires and the victim accidentally coming
into contact with the live conductor with or without any object etc.,
are with the consumer side only without fault of department.

TSNPDCL is conducting safety week in the first week of May every
year and vide publicity is being made by conducting meeting with all
types of consumers, distributing pamphlets pasting wall posters in
public places and also streaming in local channels and the awareness
is being created amount the consumers not to utilize the sub-
standard materials like house wiring, switches and service wires and
electrical appliances apart from this the awareness among the
consumers is also being created by the NPDCL engineers/field staff
while visiting the distributing the villages.

All the measures such as providing fencing to DTRs and rising plinth
heights, rectification loose lines, by providing middle poles, shifting
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10.

supplier to provide physical/financial resources for safety
management, internal and external audit of safety. Regulation 5
requires preparation and application of detailed safety manuals/ It
gives what matters are to be covered (Refer schedule | & II).
Regulations 6(1)(c)(ii) requires appointment of a very senior level
officer for safety, working directly under Chief Executive. Regulations
6(1)(d)(e)(f)(g) gives his functions and duties like periodic inspection,
audit, training, advising management on prevention of injuries.
Regulation 5 of CEA (Measures relating to safety and electric supply)
Regulations 2010 which is being revised also deals with electrical
safety officer and authorized Chartered electrical safety engineer for
periodical testing and to conform to Regulation 30 & 43.

To the best of our knowledge TSDISCOMs are not implementing the
above mandatory regulations. TSERC is requested to order TSDISCOMs
to submit detailed report and evidence to show their total
commitment to these management level Regulations.

According to a newspaper report TSNPDCL is taking a loan of Rs. 1,500
crores from REC to bring down electrical accidents. This news report
also mentioned that already first instalment of Rs. 300 crores were
released. We would like to know whether the Commission’s approval
was obtained for this spending. In the recent past the Commission had
allotted Rs. 5 crore to each DISCOM to take up works to improve
safety. But DISCOMs did not care to spend this amount despite large
number of electrical accidents. Since the formation of Telangana state
more than Rs. 31,000 crore was spent on strengthening T&D network
in the state. And this did not help to bring down electrical accidents.
We doubt whether this spending of Rs. 1,500 crore on system
strengthening will alter the situation on the ground, as long attitude
of the TSDISCOMs change towards safety electrical network in the
state.

of lines/DTRs from middle of the road to outside and etc. are taken
in various schemes such as DNRD, Palle pragathi/Pattana pragathi
and system strengthening work schemes\for awarding electrical
accidents.

Regular maintenance of lines and DTRs is being carried out to rectify
the system defects including repairing of faulty AB switches

All the technical standards in construction of electrical lines and
DTRs is being maintained and frequent inspections are also being
carried out by quality control wing to ensure quality of works,
lightening arrestors are being provided to all the DTRs at the time
erection as well as at the time replacing the failed DTRs in addition
to the above line type LAs in the line are also being provided for
maintaining of electrical safety regular procurement of safety items
such as rubber hand gloves, rubber gum boots, PP ropes, earth
discharge rods, safety belts etc., is being done and expenditure
incurred towards such procurement for the last two years is found
to be about Rs.75 lakhs.

As such all the statutory CEA regulations 2011 will be ensured in
effective manner.
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TSDISCOMS’ financial crisis:
Table 10: Deficit (Rs. In Cr)

Year NPDCL SPDCL Total

2018-19 3,877.87 6,354.87 10,232.74
2019-20 1,712.28 5,604.01 7,316.29
2020-21 2,369.79 6,296.97 8,666.76
2021-22 3,615.98 7,007.86 10,623.84
Total 11,575.92 25,263.71 36,839.63

The above deficit is after taking in to account subsidy provided by the state
government. Table 11: Losses: (Rs. In Cr)

Year NPDCL SPDCL Total

2014-15 1,343 1,171 2,514
2015-16 1,010 2,369 3,379
2016-17 1,502 4,700 6,202
2017-18 1,561 3,925 5,486
2018-19 3,060 4,967 8,027
2019-20 1,116 4,940 6,056
Total 9,592 22,072 31,664

Source: TSDISCOMs’ Annual Reports

TSDISCOMs are facing severe financial crisis. Total losses of TSDISCOMs from
FY 2014-15 to FY 2019-20 are Rs. 31,664 crore. These losses are equivalent
t0 59.68% of ARR of FY 2022-23. This information on losses is gathered from
TSDISCOMs annual reports. Annual Reports are not available for the FY
2020-21 and 2021-22. According to ARR filings of FY 2022-23 total deficit of
TSDISCOMs over the period FY 2018-19 to FY 2021-22 isRs. 36, 839.63 crore.
This is equivalent to 69.44% of ARR of 2022-23. This mirrors the depth of
financial crisis facing TSDISCOMs. This financial crisis raises doubts on future
of DISCOMs.

TS Discoms would like to state that the last tariff hike approved by the
the Hon’ble commission was in FY 2016-17, While, it has been five
years now since the last tariff hike, but in the said duration, all the
costs incurred by TS Discoms in terms of Power purchase cost,
Transmission and Network cost etc. have increased significantly,
leading to a constantly increasing revenue gap.

Covid Pandemic and also subsequent second wave has greatly
impacted the finances of Discoms. The Policies of the Government of
India have also led to the increase in costs due to clean cess, coal
costs, railway freight etc. There has been an increase in finance cost
due to strengthening the Transmission and Distribution Network by
investing Rs. 34,087 crores to supply reliable power in the state to all
categories of consumers including free supply to Agriculture.

The per-capita consumption and the peak demand of Telangana have
increased significantly since the formation of the state.

In view of the above, Discoms have proposed the hike in Fixed
Charges, Consumer charges & minimum charges

TS Discoms shall also improve its revenue by the following measures
e Conversion of remaining 20% non-IRDA services to IRDA
services, leading to increase in Billing Efficiency
TS Discoms are preparing a scheme for installation of smart meters in
a phased manner

GoTS has already infused the equity of INR 9,161 Cr., in addition to
the subsidy, which is improving the cash flows of Discoms.
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Annual reports of FY 2020-21 are also placed in website on
09.02.2022.
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This financial crisis of TSSDISCOMs is result of their inability to file ARR and
tariff proposals for the last three years. TSDISCOMs did not have the
approval from the State Government of Telangana to file ARR and tariff
proposals. The same thing applies to true up filings. The existing
regulations allow power purchase true up annually but TSDISCOMs did not
file true up claims for the period 2018-19 to 2021-22. As a result
TSDISCOMs have to face huge deficits between the costs incurred by them
and the revenues received by them. In order to run the show these
DISCOMs have borrowed heavily. The interest burden of this further adds
to the financial misery of DISCOMs. This interest burden constitutes the
carrying cost of the debt and the TSDISCOMs have no way of recovering
this interest burden through true up as normally Electricity Regulatory
Commission allow carrying cost only from the time of filing of true up
petitions.

TTS Discoms would like to state that they have been filing the ARR
petitions, on an annual basis, before the Hon’ble Commission
(TSERC) until FY 2018-19. From FY 2019-20 onwards, the Discoms
have not filed the ARR petitions before the Hon’ble TSERC, due to
the following reasons —

Enforcement of Model Code of Conduct in the State of Telangana in
view of elections for Telangana Assembly.

Hon’ble TSERC was not operational from 9th Jan 2019, after the
Chairman of Hon’ble TSERC demitted office after attaining the age
of 65 years.

Enforcement of Model Code of Conduct in the State of Telangana
from 10.03.2019 till 23.05.2019 (Lok Sabha election).

Pending information from ICAD department on Lift Irrigation (LI)
schemes.

Issuance of model code of conduct for the Municipal elections from
23.12.2019 to 25.01.2020

Further extension in view of preparation of tariff proposals in
accordance to the MoP recommendations on Tariff Rationalisation
process.

Due to imposition of Lockdown in the State by GoTS due to spread
of pandemic COVID-19, which impacted the consumption of
electricity by various sectors, the licensees intended to file ARR
duly including the impact of lockdown due to COVID-19 pandemic.
Enforcement of Model Code of Conduct from 17th Nov 2020 to 4th
Dec 2020 in view of GHMC elections.
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Certain unavoidable circumstances viz; uncertainty in
commissioning of the LI pumps and delay in receipt of information
of power availability and cost there on from Central Generating
Stations, which have significant impact on the demand projections
and overall ARR respectively.

However, ARR for 2019-20, 2020-21, 2021-22 was submitted before
TSERC on March 31, 2021, which was not admitted by the Hon’ble
Commission due to non submission of tariff proposals by the TS
Discoms.

TS Discoms have already submitted the Distribution true up claims
for 1st, 2nd and 3rd control period along with the APR filing for
FY2019-20. TS Discoms have also filed the APR for 2020-21 on 31
December 2021.

TS Discoms have already finalized the true up claim for RSB for 2016-
17 to 2018-19 and currently drafting the same for 2019-20 & 2020-21
& 2021-22 (Prov.). TS Discoms would be submitting all their RSB true
up claims shortly to the Hon’ble Commission.
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Arrears:

Table 12: Arrears of Rs. 50,000 and more pending for six months As on 30-

09-2021 (Rs.InCr)
DISCOM LT HT Total
NPDCL 75.45 4,817.71 4,893.16
SPDCL 164.44 6,921.70 7,086.14
Total 239.89 11,739.41 11,979.30

According to ARR filings of FY 2022-23 total arrears of Rs. 50,000 and more
pending for six months As on 30-09-2021 are Rs. 11, 979.30 crore.
Substantial portion of these arrears have to come state government
departments. (While SPDCL mentioned the arrears due from Government
departments NPDCL did not show these details). According to Section 1.2 i)

TSNPDCL pending receivables from Government departments are
tabulated below:

(Rs.in Crs)

Receivables from Govt: (as on 31.12.2021)
1 | Central Govt 9.84

2 | State Govt 5360.79

3 | ULBs 1692.43

Total : 7063.06

In addition, a proposal was made to mandate installation of pre-paid
metering for Government services. This would help the licensee in
reducing the financial burden and timely collection of bills.

91




of UDAY — MoU all outstanding dues from the government departments to
DISCOM s for supply of electricity shall be paid by 31-03-2017. Since then
arrears in fact increased. There is also no information on pending subsidy
payment from the state government. If the Government departments pay
in time towards electricity consumed by them and the State Government
releases subsidies according to the monthly schedule as stipulated by the
Commission TSDISCOMs can bring down debt burden to a large extent.
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The delayed payments from the State Government to DISCOMs and
DISCOMs’ failure to file for annual tariff revision and true ups in time, again
due to the State Government, are the main causes behind huge debt
burden of DISCOMs as well as the accumulated losses. According to
Section 1.3 j) of UDAY — MoU TSDISCOMs shall strive to file tariff petitions
in time before TSERC. Due to lack of funds with them DISCOMs are forced
to delay payments to GENCO and GENCO in turn has to delay payments for
coal supply. Because of irregular payments GENCO has to face adverse
terms in coal supply which resulted in higher variable cost. This in turn led
to higher power purchase cost. This has become a vicious circle. The issue
is how to break this vicious circle.

In this whole scenario of financial crisis facing TSDISCOMs the State
Government appears to be the main contributor. Had it disbursed the
subsidy as promised and allowed the Government Departments to pay for
electricity consumption in time, and also allowed the TSDISCOMs as their
owner to file for true ups in time this financial crisis would not have
unfolded. As such, solution for the present financial crisis of TSDISCOMs
lies with the State Government only.

TS Discoms would like to state that it is unfair on the part of the
objector to question the intentions of the GoTS.

Govt. of Telangana has been adopting the following steps to improve
Discom financial position, in addition to the subsidy disbursements
for LT Agriculture and LT Domestic consumers -

e GoTS has started releasing LIS CC charges by providing
budgetary support from 2021. This will improve collection
efficiency and eventually reduce AT&C losses

e GOTS has instructed Panchayat Raj and Municipal
administration to pay CC charges as per vide Lr. No. 768, dt.
14.08.2020.

e GoTS s releasing the subsidy regulary in the same month.

e GoTS has already infused the equity of INR 9,161 Cr., in
addition to the subsidy, which is improving the cash flows of
Discoms

e Telangana is having one of the lowest tariffs, compared to
other states in India

e Further benefits to SC & ST consumers for domestic use,
Haircutting salons, Dobhighats, Laundry shops, powerlooms,
poultry farms and spinning mills.

Regarding the delay in ARR proposals, TS Discoms would like to state
that theyhave been filing the ARR petitions, on an annual basis,
before the Hon’ble Commission (TSERC) until FY 2018-19. From FY
2019-20 onwards, the Discoms have not filed the ARR petitions
before the Hon’ble TSERC, due to the reasons submitted in its
abovementioned response to query no. 40.
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43 | According to Section 1.2 g) of UDAY — MoU “The Government of Telangana
shall take over the future losses of the DISCOMs in a graded manner as e GoOTS has already infused the equity of INR 9,161 Cr., in addition
follows: to the subsidy, which is improving the cash flows of Discoms
Yeér 2016-17 2017-18 2018-19 2019-20 Having said that, Govt. of Telangana has been adopting the
Previous 0% of the 5% of the 10% of the 25% of the following steps to improve Discom financial position, in addition to
year's loss of loss of loss of loss of the subsidy disbursements for LT Agriculture and LT Domestic
DISCOMs 2015-16 2016-17 2017-18 2018-19 | nsumers -
loss to be e GoTS has started releasing LIS CC charges by providing
taken over budgetary support from 2021. This will improve collection
by the State efficiency and eventually reduce AT&C losses
According to Section 1.2 h) of UDAY — MoU “The Government of e GoTS has instructed Panchayat Raj and Municipal
Telangana shall provide Operational Funding Requirement (OFR) to the administration to pay CC charges as per vide Lr. No. 768, dt.
DISCOMs till the DISCOMSs achieve turnaround.” 14.08.2020.
e GoTS s releasing the subsidy regulary in the same month.
The Government of Telangana has done none of these to improve financial GoTS has already infused the equity of INR 9,161 Cr., in
condition of TSDISCOMs. Instead, pending payments from the addition to the subsidy, which is improving the cash flows of
Government of Telangana towards electricity consumed by Government Discoms
Departments and monthly subsidy release are turning the situation from e Telangana is having one of the lowest tariffs, compared to
bad to worse. other states in India
e Further benefits to SC & ST consumers for domestic use,
Haircutting salons, Dobhighats, Laundry shops, powerlooms,
poultry farms and spinning mills
44 | In this context we would like to draw attention of TSERC to the advice TS Discoms are currently not in a position to comment on the case

given by the Maharashtra Electricity Regulatory Commission (MERC) dated
5th January, 2022 to the Government of Maharashtra under Section 86 (2)
of the Electricity Act, 2003 as DISCOMs in Maharashtra are also facing
similar financial crisis. The advice includes short-term measures and long-
term measures. We request the TSERC to advice the State Government of
AP to take relevant measures to improve financial health of TSDISCOMs.

studies/ arguments shared by the objector on the advice shared by
MERC to Govt. of Maharashtra, in the context of resolving financial
crisis.
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Replies to the Objections/Suggestions raised on ARR & Tariff Proposals for Retail Supply Business including Cross Subsidy Surcharge for Open
Access Consumers for the FY 2022-23 by Sri Dr. Narasimha Reddy Donthi (Public Policy Expert), #201,Aarthi Residency,LN
Colony,Saidabad,Hyderabad-500059

Summary of Objections / Suggestions

Response of the Licensee

1. Sales forecast

For FY 2022-23, TSDISCOMs estimated power requirement to be 84, 222 MU. This
is increase of 16.69% over the current FY 2021-22. There is no proper
substantiation about this higher requirement. A trend analysis for atleast a period
of 5 years can be the basis of such estimation. However, since ARR and tariff
proposal filings were not done in the last three years it is difficult to assess
consumption projections made by TSDISCOMs. TSERC should facilitate provision
of such information, before the public hearing. The high electricity consumption
growth rates projected for the ensuing year do not appear to be supported by
historical experience and need to be moderated.

TS Discoms would like to state that the historical sales have
been specified in the Form 3 of the RSF formats. This includes
the category-wise actual sales for FY 19, FY 20, FY 21, estimated
sales for FY 22 (H1 actuals, H2 projections) and projected sales
for FY 23.

The detailed category-wise justifications have also been
elaborated in the write-ups.

As mentioned in the write-up submitted, the major reason for
such a significant increase in the energy requirement of FY 23
over FY 22, is due to the expected additional loads of LIS.

According to TSDISCOMs’ estimates LT domestic consumers will be using 14,143
MU during the ensuing year. LT domestic consumers will account for 16.79%
of electricity requirement during the ensuing year. Both the DISCOMs
assumed that electricity consumption by LT domestic consumers would
increase by 7% during ensuing year while electricity consumption by this
consumer category increased by less than 5% during the current year. Given
the economic situation created by corona pandemic, projection of 7% growth
rate in electricity consumption by LT domestic consumers is at best an
unreliable assumption.

TS Discoms would like to state that sales projections for FY
2022-23 have been made by calculating the CAGR for the
respective discoms for over a period from 1 year CAGR to 5
year CAGR. Further an appropriate CAGR is considered for
predicting sales for FY2022-23.

Projecting sales only on the basis of last year's sales growth
would not give a perfect picture. Thus CAGR methodology is
followed which takes care of the historical trend.

TS Discoms agree that due to covid -19 restrictions more
people were spending their time in their houses, and thus have
considered the growth rate for FY 2022-23 based on the CAGR
methodology. In fact the 5 year CAGR (2016-17 to 2021-22) for
TS Discoms is ~ 6% for Domestic category thus the projections
made by TS Discoms for FY 2022-23 is justifiable.

TSDISCOMs estimated that agriculture pump sets would be consuming 18,707 MU
of electricity during the ensuing year accounting for 22.21% of electricity

TS Discoms would like to state that the assessment of
agricultural consumption are done every month, as per the IS
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requirement in the state. Release of new services was given as one of the reasons
for increased electricity consumption by these services. But the following
information provided by NPDCL (pp. 26-27) raises doubts on this explanation.
Growth in connection and sales has to be supported by data. Table 1: Agriculture
consumption

Particulars 2016-17 | 2017-18 | 2018-19
% increase in No. of agriculture connections 1.23 3.06 3.11
% of growth in agriculture sales 19.99 23.48 18.46

From January 2018 agriculture connections in Telangana are being given 24 hour
supply. However, in FY 2016-17, a year before the initiation of 24 hour electricity
supply to agriculture, consumption increased by 19.99% while number of
connections increased by 1.23% only. During FY 2018-19, after initiation of 24 hour
electricity supply consumption increased by 18.46% while number of connections
increased by 3.11%. Such data raises further doubts on TSDISCOMS’ claims
regarding electricity consumption by agriculture services.

methodology, approved by the Hon’ble Commission and the
same are submitted to the Hon’ble TSERC. For this purpose, the
sample for each capacity (i.e., kVA rating) is chosen using
random sampling procedure. The consumption of each of
these sample DTRs are measured each month. The average
consumption per DTR is then estimated from the total
consumption of all the sample DTRs in each circle. The average
DTR consumption of each capacity of DTR population is the
basis for extrapolation of the agricultural consumption.

The sudden growth in agriculture consumption is mainly due
to the TS Govt. efforts to provide reliable and quality supply to
the consumers. TS Discoms have always strived to provide
connections to the consumers and supply power with
minimum breakdown/ power cuts. At the time of formation of
state TS Discoms were facing challenges to supply power to all
consumers leading to power deficits. Over the years TS
Discoms have overcome the challenges and are now able to
supply the required amount of power to the consumers.
Licensees had started supplying 24hrs power to all agricultural
consumers w.e.f. date January 1, 2018. This has resulted in
significant increase in agricultural sales over the previous
years.

According to TSNPDCL filing LT agriculture consumption will be 7,525 MU during
FY 202-23 compared to 7,839 MU during FY 2021-22. In the case of TSPDCL the LT
agriculture consumption is expected to be 11,647 MU for 2021-22 and 11,182 MU
for 202223. Increasing irrigation under lift irrigation schemes is expected to bring
down electricity consumption by agriculture pump sets.

TS Discoms are expecting that the sales of agriculture category
will decrease with upcoming LIS Loads as these two are
complementary things, i.e. Increase in LIS consumption would
provide easy accessibility for water and help agriculture
consumers to pump the water by consuming a lesser amount
of energy.

Projecting LIS sales consist of a high amount of
unpredictability, availability of water is an important factor.
However, LIS sales are projected by considering the current
pumping stations loads on Krishna & Godavari river and any
upcoming additional loads. These loads are further considered
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to be operating only at a 60% load factor. Thus, if all conditions
work fine LIS loads would generate the projected LIS Sales
consumption and would also affect the agriculture sales
causing it to decrease marginally.

Thus, TS Discoms have considered a past reference i.e. CAGR
while projecting sales for LT Agriculture

Consumption of LIS is carefully determined as explained
above; a separate team dedicatedly works on LIS sales
projections.

Lift irrigation schemes in Telangana have emerged as one of the major segment of
electricity consumption. In the ARRs 2022-23, Composite Public Water Supply
Schemes (CPWS) are projected to consume 14,962 MU, accounting for 17.76% of
electricity requirement in the state. Both the DISCOMs have adopted very high
consumption growth rates in the case of lift irrigation schemes. TSNPDCL projected
that during the FY 2022-23 power consumption by lift irrigation schemes would be
three times higher than in FY 2021-22. TSNPDCL also included 1,128 MU towards
pumping of additional TMC of water. TSERC should write to Telangana Irrigation
Department to ascertain the status of lift irrigation schemes and the progress. This
can help in estimating power requirement realistically.

he methodology followed for determining LIS Sales is slightly
different than for what is used for projecting other categories.
LIS category has been recently introduced thus historical data
is not available. The rest all categories are projected based on
historical figures i.e. CAGR basis.

LIS sales are projected by considering the current pumping
stations loads on Krishna & Godavari river and any upcoming
additional loads. These loads are further considered to be
operating only at a 60% load factor. Thus, if all conditions work
fine LIS loads would generate the projected LIS Sales
consumption

Consumption of LIS is carefully determined as explained in the
above section; a separate team dedicatedly works on LIS sales
projections.

T&D Losses

The T&D losses projected by TSDISCOMs in the ARR for FY 2022-23 are higher than
the levels stipulated for the FY 2018-19 under the Tripartite UDAY - MoU. The
TSDISCOMs have claimed that, after formation of the Telangana State, Rs.31,968
crore has been spent on transmission and distribution networks. Despite such
huge investments on T&D network in the state TSDISCOMs have failed to reduce
AT&C losses. AT&C losses include collection efficiency along with T&D losses. T&D

TSDISCOMS are strictly adhering to the loss targets as
stipulated in the wheeling Tariff Order for the Distribution
Business for 4th  control period (FY19-20 to FY23-24)
Dated:29.04.2020 issued by the Hon’ble
Commission in the projections of energy requirement for
the ensuing year i.e., FY22-23.
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loss levels should have been much less than AT&C losses. TSERC needs to focus on

this aspect.

Table 2: T&D and AT&C losses in Hyderabad

Circle Division T&D Losses (%) AT&C Losses (%)

Hyd - Central Mehdipatnam 22 19.28

Hyd - South Asmangadh 39 35.01
Begumbazar 35 34.01
Charminar 38 35.73

TSERC should direct TSNPDCL to release Energy Audit Reports into public domain.

TSNPDCL Energy Audit Report 2" Quarter of FY 2021-22 was
uploaded in TSNPDCL website.

According to TSDISCOMs’ ARR and Tariff filings for FY 2022-23 electricity
availability will be 87,288 MU, while dispatch will be 84,222 MU leaving a surplus
of 3,066 MU. However, actual surplus electricity available according to their

submissions should have been 5,458.50 MU.

Table 3: Power availability, dispatch and surplus (MU)

Generating Station Availability Dispatch Surplus
TSGENCO — Thermal 27,434.98 27,206.10 228.88
CGS 21,611.51 17,960.27 3,651.24
Singareni 9.044.38 7,466.00 1,578.38
Total 58,090.87 52,632.37 5,458.50

TS Discoms have considered the month-wise energy
availabilities for FY 2022-23, as per the projections shared by
the respective generating station and energy requirement as
per the estimated sales projections, and loss levels.

TS Discoms would like to clarify that the annual energy surplus
shown of 3,066 MU, is after netting off the energy shortfall of
2,393 MU from the energy surplus of 5,459 MU.

TS Discoms would state that because of the month-wise
variations in the energy availability, there will be cases of
surplus in few months and shortfall in few, which is an
unavoidable case. The energy shortfall in certain months of the
year, is expected to be procured from the short-term market.
The summation of shortfall in such months’ amounts to 2,393
MU. While, in other months, where there is an energy surplus,
the summation will amount to 5,459 MU. These two nos. can’t
be compared, as they are occurring at different months of the
year.

TS Discoms haven’t considered the sale of surplus power, as
the revenue from sale of such surplus power will be lower than
the cost of the power procured from the marginal station,
during that particular month i.e. procuring such excess power
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for the purpose of sale, shall be costlier and further burden the
end consumer.

TSDISCOMs in their submissions on Relinquishment of Telangana State’s share in
CGS units of NTPC Ramagundam 1 and 2 and NLC units | and Il claimed that the gap
due to foregoing these plants could be filled by operating GENCO plants at higher
PLFs

Availability(MU) projections for all TSGENCO Thermal plants is
shown at their Normative PLF’s as per their respective PPA’s.
Hence there would be no additional energy available from
TSGENCO plants. The contention that the TSGENCO Stations
are operating below 75% PLF is not correct.

SLDC have to issue back-down instructions to the generators
for balancing the system Demand-Supply to ensure Grid
security, based on descending order in the merit order
despatch.

Sembcorp Energy India Limited (Earlier Thermal Powertech) is
being operated at more than 85% PLF as it is in the bottom in
the merit order.

All these factors show that 3,066 MU of surplus electricity projected by TSDISCOMs
is an underestimate as well as misleading figure. Given the scope for surplus
electricity available from the generation capacities available to TSDISCOMs during
the ensuing year 2022-23 there will be no need to procure short term power from
market at higher price.

Availability shown for the FY 2022-23 is based on projections
shown from long term contracts which are tied up for meeting
Base-load Demand.

Everyday 15 minutes Time-Block Scheduling of power from all
the available sources is being done based on merit order and
any shortage of power due to sudden outages of plants,
increase in Demand etc. is being purchased through Power
exchanges considering the requirement in each 15 minutes
Time-Block.

Procurement of power under Short-term (Power Exchanges)
considering power shortages in certain Time-Blocks is
inevitable to bridge the Day to Day Demand-Supply gap. Power
will be purchased from Power Exchanges if it is available at
relatively lesser price in order to lower the overall power
purchase cost.

10

The information related to power procurement during the years 2020-21 and
2021-22 leads us doubt whether merit order is being followed in power
procurement. Variable cost of power from CSPGCL is Rs. 1.20 per unit and that of
TPCIL is Rs. 2.26 per unit. If merit order was followed CSPGCL should have been

Merit Order is being followed by TSSLDC.
It may be observed that CSPGCIL/CSPDCL is declaring its plant
availability in the range of 37 to 52% only instead of normative
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preferred to TPCIL. But in fact, power at higher PLF (80 to 95%) is procured from
TPCIL compared to CSPGCL (37 to 52% PLF). We request the Commission to see
that merit order is followed in power procurement.

PAF of 76.5% due to lack of coal, whereas, TPCIL is declaring its
Plant availability more than 90%.
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TSERC, Govt. and Process

1. TSERC, to facilitate its work, should review the ARR document structure and
content. Standardisation of ARR proposals will help in understanding the
issues and challenges correctly. As part of this, it can consider focusing on 3-
year thumb rule, Balance sheet and establishing financial principles for ARRs

2. The major regulatory functions of TSERC, like other ERCs, are licensing, setting
tariffs, ensuring maintenance of service standards and promoting
competition in the sector, and more coming from Electricity Act, 2003.
However, TSERC is facing problems in performing its basic functions. A
thorough review is needed.

3. Political interference has adversely affected the quality of regulation.
Decisions relating to tariffs and investment have been highly influenced by
political interests. A review shows that the regulatory system in this sector
lacks independence, accountability, transparency and stakeholder
participation. A regulator needs independence from the government to
discharge its functions in a free and transparent manner. This is possible, only
when TSERC becomes more transparent, accessible and accountable, in its
communications, processes and outputs.

TS Discoms shall abide by the instructions given by the Hon’ble
Commission.
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4.

5.

There are no official consultative mechanisms between government and ERC
to issue appropriate policy guidelines. Albeit, there are overlaps in the
respective jurisdictions of the government and regulators. For example, ERCs
are empowered to fix tariffs for end users but the government has not
allowed them to determine tariff at their discretion. Consultative mechanisms
should be put in place.

An important aspect of regulatory independence is financial independence.
Dependence on uncertain budgetary allocations reduces the independence
of regulatory bodies. ERCs depend upon state exchequers for funds. The lack
of financial independence also leads to problems relating to quality and
capacity of personnel. As per Electricity Act, 2003, based on a verification
process, TSERC should augment its financial resources, through other means,
and not just depend on public exchequer.

TSERC should cause deliberate actions to promote public participation in its
regulatory functions. First and foremost is the language. Telugu language
based documents would greatly enhance participation. All documents should
be necessarily brought out in Telugu.
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Replies to the Objections/Suggestions raised on ARR & Tariff Proposals for Retail Supply Business including Cross Subsidy Surcharge for Open Access
Consumers for the FY 2022-23 by Sri Devulapalli Venkateshwar Rao, H.No.13-2-176, Devulapalli Sahithya Sadan, Warangal.

SL.
No.

Summary of Objections / Suggestions

Response of the Licensee

Non-Tariff Income: the Licensees can explore the possibilities of increasing Non-
Tariff Income by

(@) Collecting Royalty Payment yearly from the agencies using the distribution
poles for their publicity and mainly from the cable agencies supplying T.V
Channels to their consumers by giving connection erecting cables on
electric distribution poles at all places.

(b) The Licensees can also examine the Non-Tariff Income in the form of
Royalty Payment from Municipalities and Corporations for using
Distribution Poles (supports) for street-lighting purpose. As the
Municipalities and Corporations are collecting lighting CESS along with
Property Tax.

(c) Further, the Licensees can examine collecting Royalty Payment from
Endowments Department as in the Endowment controlled temples
exorbitant charges are being collected from devotes for every type of
worship but the Licensees are charging CC charges under special
concessional rate and from Wakf Board and Christian Missionaries
maintaining Churches with Foreign Funds.

a&b) Suggestion is noted.

¢) The subject doesnot pertain to Discom.

Registration of applications for new connections:

The mee-seva centers have been entrusted the work of Registration of
applications for new connections. The Centers are registering applications and
collecting charges of Deposits and Development Charges basing o the load
proposed by prospective consumer in the application. In certain cases, the
applications are being rejected basing on technical issues after forwarding to
concerned distribution centers.

The Licensees should give clear instructions to mee-seva centers not to collect
deposits prior to approval of Technical Feasibility from concerned Distribution.

TSNPDCL facilitated consumer online registration of new
service connetion through TSNPDCL web portal. It has not
tied-up with mee-seva centers for this matter. Further, the
reasons for rejection of applications can be viewed under
LT Service Registration “Application status" in
the web portal and can also contact concerned field officers
for further clarification.

Examination of extension of power supply to Domestic Services up to two poles
at Licenses cost:
The Licensees should examine the aspect of extending power supply to Domestic

Discoms are duly adhering to the regulations that are

issued by the Hon’ble Commission in this regard.

105




Services up to 2 Pole extension to prospective consumer at Licensees Cost as the
prospective consumer will become a permanent consumer of Licensee and with
additional revenue for long period.

If the entire cost of extension of poles and lines are being collected from
prospective consumer (cost of poles, lines and labour for erection), the entire
material will become the property of prospective consumer and will become
owner and the Licensee cannot use the same lines for extending supply to any
other than entire cost paid by prospective consumer. If any, deviations may
attract legal complications.

Meter Readings: The Licensee may examine:

Entrusting the contract of taking monthly readings to Retired Department Staff.
Due to irregular meter readings and billing exorbitantly attracting many legal
complications. As the readings are being taken by uneducated personnel. There
is immediate necessary to revamp the billing system to avoid complications to
consumers.

Currently TS Discoms bills the consumers on a 30 days
billing cycle.

Metering readings are captured through IRDA

communication, and not entered manually

Recording of M.D in Meters:

There is a system created and option setup in new meters for recording M.D
basing on consumption by consumer. The Development Charges and ACDs are
being calculated and intimated to consumer through monthly CC bills. But, the
consumers are not aware of the same and many complaints are being received.
So consumer awareness should be created by establishing department staff
effectively about their additional connected load than the sanctioned load.

TS Discoms notes the suggestion given by the objector and
would further work on creating the awareness about the
current billing methodology to the consumers.
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Replies to the Objections/Suggestions raised on ARR & Tariff Proposals for Retail Supply Business including Cross Subsidy Surcharge for Open Access
Consumers for the FY 2022-23 by Sri E.Srinivasa Chary, Energy Conservation Mission, IEITSC Hyderabad.

S.No.

Summary of Objections / Suggestions

Response of the Licensee

Agriculture Tariff & related issues

Agriculture in Telangana State is mostly depends on electricity run pump sets
and lift irrigation schemes. The share of consumption by Agl sector is 38.16%
as per actual consumption during FY 2021-21. Hence, it needs focused
attention for betterment of discoms

A) Estimation of agriculture consumption

Both discoms have shown that, agricultural consumption for FY-2022-23 will
fall on account of rise in Canal-based cultivation, owing full-fledged operations
of the LI schemes The LI schemes consumption in TSSPDCL area rises by 190%
(1830 to 5325 MU) and TSNPDCL area rises to 246%. (2452 to 8501 MU). Both
discoms put together 3575 MU recorded during FY 2020-21. When we look at
pervious consumption pattern of LI schemes with respect to their capacity, the
figures shown are very high side, which is nothing but exaggeration. Discoms
may obtain details like number of new LI schemes coming into operation with
their capacities and hours of run from irrigation department and estimate the
consumption in a scientific method instead of requesting commission for true-
up exercise later.

In our view, owing to increase of irrigation lifts, individual motors may reduce
along the canal for whom water flows by gravitation but, these water may not
flow continuously in all seasons, moreover, while flowing the ground water
table rises, hence, there is a scope for recharge of defunct bore wells and
increase of new connections. Owing to abundant availability of water and
motors backup farmers may prefer more area and 2 or 3 crops in a year.
Further, history revealed that annual agricultural specific energy consumption
of individual pump set per HP keeps increasing. Ultimately there is a scope for
consumption rise or at the most stable but wouldn’t decrease in any case.

TS Discoms would like to state that the assessment of agricultural
consumption is done every month, as per the ISI methodology,
approved by the Hon’ble Commission and the same are submitted
to the Hon’ble TSERC. For this purpose, the sample for each
capacity (i.e., kVA rating) is chosen using random sampling
procedure. The consumption of each of these sample DTRs are
measured each month. The average consumption per DTR is then
estimated from the total consumption of all the sample DTRs in
each circle. The average DTR consumption of each capacity of the
DTR population is the basis for extrapolation of the agricultural
consumption.

TS Discoms are expecting that the sales of agriculture category
will decrease with upcoming LIS Loads as these two are
complementary things, i.e. Increase in LIS consumption would
provide easy accessibility for water and help agriculture
consumers to pump the water by consuming a lesser amount of
energy.

Projecting LIS sales consist of a high amount of unpredictability,
availability of water is an important factor. However, LIS sales are
projected by considering the current pumping stations loads on
Krishna & Godavari river and any upcoming additional loads.
These loads are further considered to be operating only at a 60%
load factor. Thus, if all conditions work fine LIS loads would
generate the projected LIS Sales consumption and would also
affect the agriculture sales causing it to decrease marginally.
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Hence, abnormal consumption projection on lift irrigation schemes and
reduction of consumption on individual motors may be reviewed/ reconciled
for factual determination of tariff and government subsidy.

Replacement of energy efficient motors in agriculture sector.

It is well known fact that, all most all motors running in agriculture sector are
inferior, local made and inefficient causing 30 to 40% more consumption.
Since electricity supply to agriculture is free, farmers are not interested to use
energy efficient motors as these costs more. Any saving in energy under
subsidized category is advantage to the discoms. As savings of energy not only
reduces the expenditure on power purchase, but results indirect budget spent
on distribution network, generating plants ultimately leads to reduction in
carbon emissions.

Recognizing the fact, Hon’ble commission has directed to replace 10% existing
agriculture pump sets with energy efficient every year, as stipulated in UDAY,
MoU. But, no discom has taken up this matter on a plea that shortage of funds.

Whereas there is opportunity for substantial savings on Agriculture pump sets,
with ESCO companies Example: M/s. EESL as taken up such projects without
upfront investment to discoms,

Pilot projects were implemented at Maharastra, Karnataka, Rajasthan and
states like AP, Uttar Pradesh have replaced 74,000 conventional pump sets
with help of M/s EESL.

TS Discoms are not in a position to comment on the inefficiency
of the pumps used for agricultural purposes. However, TS
Discoms notes the suggestion made by the objector to loop in
ESCO companies to help improve the energy efficiency for
agricultural pumps.

INCENTIVES TO FARMERS FOR USING LESS ELECTRICITY

Punjab State Power corporation limited (PSPCL) has introduced an innovative
financial incentive scheme for the farmers in the name of “Paanibachao-
Paisakamao”. The concept of the scheme was, if a farmer consumes less
energy than a particular pre-decided limit for the crop he or she will be
incentivized.

For example, the supply limit of a farmer is fixed at 1,000 units per month
according to HP capacity of the pump set and if the farmer consumes 800 units

TS Discoms are already providing 24/7 free power to
agriculture consumers, in line with the Govt. of Telangana
directives.
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for the difference of 200 units less consumption an amount of Rs. 800 (at the
rate of Rs 4 per unit) will be credited to farmer account.

This scheme was taken up on pilot basis after conducting prior critical study
and implemented to the farmers coming forward voluntarily for installation of
meters and participation in the scheme. No charges or penalties in case of
excess consumption. This type of schemes motivates the farmers to buy
energy efficient pumps, avoiding of auto starters and practice or grow less
water consuming dry crops which not only saves the energy but reduces the
threat of depletion of groundwater levels in the area. Earlier, tariff orders Non-
DSM agriculture tariff exists. But as per policy of government supply was made
free to all. Hence, in place of Non-DSM agriculture tariff an incentive scheme
may be planned for the farmers following DSM measures so as to tap the
saving potential in the sector.

Implementation DSM measures and inspections

In the above context, discoms shall strictly ensure DSM measures and meters
for newly released services. Regular vigilance being conducted for metering
services, but agriculture connections are neglected as the power supply is free.
But intensive inspections are carried out on agricultural pump sets,
unauthorized Agl connections, additional load auto starters will came to know,
besides check on DSM measures followed by farmers, which will help to
control consumption on Agl pump sets

Instructions issued to the field officers to release
agriculture services with the consumer follows DSM measures
such as ISI pump sets, frictionless footwall, capacitors, monoblock
sets and HDPE/RPVC pipes.

Electric vehicle charging Traiff

Electric vehicles are pollution free compared to IC engine based vehicles. In

view of various advantages and the commitments at Cop-11, held at Paris,
Electric vehicles in the country are being encouraged at Center and State level.
EV sector is at budding stage and it is the future hope for power sector for
betterment of their financial status. More purchases more will be the demand
thus revenue to discoms. People need to be motivated for opting Electric
Vehicle.

The last tariff hike in the state was approved by the Hon’ble
Commission in FY 2016-17. It has been five years now since the
last tariff hike, but in the said duration, all the costs incurred by
TS Discoms in terms of Power purchase cost, Transmission and
Network cost etc. have increased significantly, leading to a
constantly increasing revenue gap.

Hence, TS Discoms believe that the proposed tariff hike is
inevitable and justified to improve its financial condition and
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In the proposed tariff, rates are increased by Rs. 1 per unit. When we look at

the previous or present financial year consumption in the EV category,
TSNPDCL records nil and TSSPDCL records negligible i.e., about 2 MU. In the
above context increase in tariff is absurd.

Hence, Hon’ble commission may examine tariff for supply of electricity to EV

stations at average power purchase cost of Rs. 4.68 or continue present tariff
as it is constant as an encouragement for new buyers. It is pertinent to
mention here that companies like “Fortum” a private operator gave free of
cost EV charging for one year to attract consumers. (Like Reliance Jio telecom
at the beginning)

Installation of, EV charging stations are in slow rate to build confidence on
availability among the new buyers abundant stations need to establish
everywhere.

Since, EV tariff is beneficial, discom’s may plan to establish charging stations
at all 33/11 KV Sub-Stations, offices where assured power, place and 24/7
manpower is available, which will boosts EV adoption in larger scale leading to
additional income to the discoms.

(Like petrol bunks run by IOCL, BPCL etc.,)

Further use of EV within discom may be made mandatory so as to minimize
the expenditures on officer travels, besides an example to public.

In this regard Hon’ble commission may clarify provisions to run own EV
stations by discoms.

better customer serviceand accordingly request the Hon’ble
Commission to approve the same after due regulatory
proceedings.

Under Telangana EV & ESS policy 2020-30, TS has already
committed to to attract investments worth $ 4.0 Billion and
create employment for 120,000 persons by year 2030; Generate
demand for battery storage solutions by driving EV adoption
incentives and supply side incentives for battery manufacturing;
To proactively support creation of EV charging Infrastructure in
the initial phase and eventually create market for commercially
viable EV Charging business.

In addition to above TS have provisions for huge demand side
incentive, Charging infra. incentives and EV manufacturing
incentives.

Ministry of Power guidelines dated 14 Jan 2022, clause 7.1 quotes
“ The tariff for supply of electricity to Public EV Charging Stations
shall be a single part tariff and shall not exceed the "Average Cost
of Supply" till 31st March, 2025”. TS Discoms want to state that
the current proposed Energy changes for EVs category Rs.
7.00/unit is less than the ACoS (Rs. 7.10/unit for TS Discoms).TS
Discoms have proposed Fixed charge for this category on par with
other categories. Also, other states in the country have also
proposed fixed charges for EV category like Karnataka, Gujarat,
MP, Haryana, Rajasthan, Maharashtra etc.

Having said that, TS Discoms make note of the references shared
by the objector on the tariffs for EV, and shall abide by the
directions given by the Hon’ble Commission, as it deems fit.
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Green power tariff for industrial and commercial consumers

Reduction in use of fossil fuel is need of the hour to reduce the carbon
emissions and healthy atmosphere for society. The State & Central
government’s are striving for increasing renewable power generation to meet
the growing demand with clean and safe green energy.

Many states have started Green Power tariff long back and was available in
TSDISCOMs during FY 2015-16. The reasons not known but was discontinued
subsequent tariff orders.

It is highly appreciable that, now few consumers are coming forward to use
green power. Accordingly, discoms proposals for green power tariff for FY
2022-23 is INR 2 per KWH over and above the retail supply tariff for the
commercial and industrial, which is found to be discouraging.

In the tariff proposal discom’s said that tariff for green power is arrived in the
lines of MERC order dated 22.03.2021. In such case 50% of the difference
between the cost of RE

& Non-RE sources worked out to be INR 1.685 per unit (3.37x0.5). When we
look at Karnataka Green tariff is Rs. 0.50 per KWH over and above existing
tariff and in case of AP it was flat Rs. 12.25 per KWH, no demand or fixed
charges.

Presently, green power is available at lowest price below Rs. 3 per unit against
earlier purchase cost of about Rs. 10 per unit Recently commission has
ordered green power tariff for excess over generation by individual consumer
supplying to discom at Rs.4.32 per unit whereas consumers coming forward
for green power is charged high. However, considering the back down costs of
thermal power, it can be increased, but may be limited to Rs. 1 to 1.685 per
unit over and above the existing tariff. Since fixed/Demand charges
compulsory for the consumers.

TS Discoms have done a detailed study to capture the existing
green tariff models in India, namely Maharashtra, Karnataka, AP
and Gujarat, and analysed the basis of levying such charge, if
available.

TS Discoms have proposed the Green Tariff for Telangana, in line
with the methodology followed by MERC in its order dated
22.03.2021, to arrive at the additional premimum of INR
2.00/kWh, over and above the existing retail tariffs of the C&I
consumers.

TS Discoms would like to clarify that such charge was arrived at by
considering only 50% of the difference of the cost of RE sources
and the non-RE sources (variable part).

TS Discoms are expected to face various RE integration issues,
when they procure RE beyond their RPO targets. RE being given
the Must-Run status, is scheduled despite leading to backing
down of conventional generators and payment of higher fixed
charges. Sometimes, Discoms are forced to sell power at cheaper
rate to ensure Must Run status of RE. Also, the variability and
unpredictability of RE generation contributes to deviations
leading to payment of penalties for violation of operating limits,
under the state’s Deviation Settlement Regulations.

Also, it is pertinent to mention here that the TS Discoms are most
suitably placed to meet the 100% RE procurement objective of the
interested consumers and the below challenges need not be faced
by consumers -
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In the above context, Hon’ble commission may examine the green power tariff
in the larger interest of the society and the Nation.

Further, it is not specified, whether a consumer can opt any share (partial) of
their consumption under green power tariff or not. It is also requested
minimum period for opting or with drawing green power tariff shall be
specified so as to motivate many consumers for this concept.

e Imbalance settlement charges — No additional cost of storage
solutions which will have to make such RE procurement RTC
power and consumable

° Banking and consequent charges which will impact the RE
capacity to be sourced

° Easy and quick scale up of energy requirement by consumer
when sourcing RE from Discom

e  No development related risks and costs to the consumers

Having said that, TS Discoms shall abide by the instructions given
by the Hon’ble Commission, if it deems fit to revise the charge.

33KV OR 11KV LINE LOSSES

It is the most important aspect of the discoms need to concentrate. Though
the line losses are less compared to many other states and the nation’s
average but need to strive hard to reduce bearest worlds minimum as low as
4 to 5% which is far away from our present status.

Discoms are stating that, regular energy audit being done at corporate office
level and measures like erection of new 33/11 KV substations, 33KV, 11KV
lines and capacitor banks are installed at overloaded feeders.

Recent 11KV feeder wise energy audit put on public domain revealed that the
individual feeder losses are varying from 5% to 35% especially in the same area
and consumer mix, the variations are abnormal, that means there is a specific
problem in the area like rampant theft, metering issues etc, special task force
with police personal shall be formed to handle problematic areas. Particularly
colonies in rural areas, Slums, sensitive areas in towns these problems are
much. In such areas Distribution Transformer wise energy audit shall be
conducted to know the pit falls. However, Discoms shall come out with
concrete plan to curb or minimize the commercial losses to same level in the

Following steps taken for reduction of losses :

e Energy audit is brought online and losses are being
calculated on monthly basis. Energy audit of all EHT
services is being done through online. Similarly, Energy
audit is being done Jurisdiction wise for -effective
monitoring.

e Identification of high loss feeders is done for attending
exceptional, booking of theft cases, replacement of old
Mechanical meters, segregation of overloaded 11KV
feeders etc.

e Every month intensive inspections are being conducted
by

e operation wings and DPE wing to minimize the theft /
Direct Tapping/ Unauthorized usage of power supply to
reduce the losses.
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same town. It was noticed from the M/S CESS, tariff Appendix 3 form 3.2 that
11 KV line loss are increased in the year 2021-22 from 9.9 to 10.8, whereas
shown less for FY-2022 to 23. without mentioning action plans to reduce.

e To improve the billing and to minimize the losses
the monthly targets are fixed to replace the non IR
port meters with IR/IRDA port meters in this regard
strict instructions are issued ot officer concerned to take
action accordingly.

e Regular maintenance of feeders and LT lines, DTRs
and RMUs etc are being carried out for minimizing of
breakdowns and interruptions to minimize the losses
and improve the sales.

e Erection of new sub stations to provide reliable and
quality of power supply to the consumers, and reduction
of technical losses.

Discount tariff or incentives for Energy efficient projects

Many organizations, including government bodies are planning for energy
efficient projects to reduce their power consumption thus expenses on bills.
Energy efficient projects taken up by the Commercial and Industrial consumers
may affect the revenue, hence Discoms may not show interest. But this type
of projects need to be encouraged in the larger interest of nation and as for
BEE guidelines in line with the Energy conservation act-2003. As such some
discount in tariff or incentives are given to the consumers implemented
proven energy efficient projects. Which, not only helps the EE projects more
viable and also motivates the other consumers. For example, MuDSM,
programs like energy efficient street light projects being implemented in
Municipalities &Grama panchayats.

Loss of revenue to Discoms due to implementation of energy efficient projects
need to be compensated elsewhere.

TSNPDCL shall abide by the orders of Hon’ble TSERC & Govt. of
Telangana.

TIME OF THE DAY TARIFF

Suggestion is noted.
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Owing to non-availability of all categories of the power generation round the
clock but demand varies abnormally in the morning and evening peak hours,
for management of grid TOD tariff is being implemented in HT category.
However, owing to increased penetration of renewable power like Solar,
which is only available in the day time, grid management becoming difficulties
are increasing. But as a policy RE power is being encouraged.

To handle the problem ToD tariff need to be extend for LT categories also.
From the available data the maximum demand in LT industrial and commercial
consumer put together is in the considerable range of several 1000 MVA's.
Discoms shall workout on TOD tariff for high consumption industries and
commercial consumers Hence, if TOD tariff is imposed, discoms can maintain
peak load easily, besides getting additional revenue.

9 AADHAR CARD LINKAGE TO CONSUMER SERVICES TS Discoms notes the suggestion given by the objector to link
. . , L : Aadhar card with Consumer services.
Primarly all public or private organizations are collecting Aadhar card for
details for any service. Example: Telecom sector, LPG cylinder, Banking Income
tax etc.,
If Discom updates consumer details by linking Aadhar card number of
connections on single person are known, data will be most useful for
identification of persons in case of default of bill payments which will reduce
or the eliminate debts of consumers.
10 | SMART METERS: TS Discoms are preparing a scheme for installation of smart

Installation of smart meters will help discoms for effective monitoring of
consumptions and revenue, so as to reduce the AT&C losses. Presently smart
(prepaid) meters are being installed for government services spread over
entire Telangana, some places communication becoming a problem and
obligatory to disconnect government public servicing organization. Hence, for
effective utilization, performance evaluation, the smart meters need to be
installed at the cities and towns for high value or consumption consumers in
particular for Industrial and commercial consumers. All new connections at
cities may be given with prepaid meters only. Further, consumers shall be

meters in a phased manner.
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allowed to procure prepared meters from the open market at their own cost,
later these amount can be returned on installment basis through power
consumption bills. So, that initial expenditure burden on discoms is relived.

11

RESEARCH AND DEVELOPMENT CENTER AT DISCOM LEVEL.

Research and development is a priority focus area in the power sector with
the a mission for providing affordable quality power to each strata of the
society as mentioned in the Ministry of power website.

Regular researches need to be conducted to develop better systems and
adopting worldwide latest technologies in the field of power distribution. At
national level under Ministry of power autonomous bodies like Central power
research institute (CPRI), NTPC energy technology research alliance(NETRA)
are exists. Similarly, at least an in house exclusive R&D center need to be
established at Discom level. It is needness to mention here that the
expenditure incurred for maintenance of R&D is exempted from taxes. VIII).
Finally we respectfully submit to the honorable commission that, our only
intention is to encourage the renewable energy, use of energy efficient
equipment or appliances and conservative methods to save energy, by making
involvement of everyone in the nation’s good cause of protecting
environment.

Suggestion is noted.
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Replies to the Objections/Suggestions raised on ARR & Tariff Proposals for Retail Supply Business including Cross Subsidy Surcharge for Open
Access Consumers for the FY 2022-23 by Sri I.Gopinath, South Indian Cement Manufacturers’ Association, 3rd Floor, 36th Square, Plot no. 481,
Road no.36, Jubilee Hills, Hyderabad-500034 & Sri Anil Agarwal, Sr Vice President,FTCCI, Federation House, Federation Marg, 11-6-841, Red Hills,

Hyderabad - 500004

S.No.

Summary of Objections / Suggestions

Response of the Licensee

STATEMENT OF OBJECTIONS

The Distribution Licensees namely Southern Power Distribution Company of Telangana
Limited and Northern Power Distribution Company of Telangana Limited (hereinafter
referred to as the ‘Discoms’ or ‘TS Discoms’ or ‘Petitioners’ or ‘distribution companies’ or
‘Licensees’) have filed the Petitions for the determination of the Aggregate Revenue
Requirement (ARR) for the Retail Supply Business for the year FY 2022-23 in accordance
with the erstwhile Andhra Pradesh Electricity Regulatory Commission (Terms and
Conditions for Determination of Tariff for Wheeling and Retail Sale of Electricity)
Regulation No.4 of 2005 and its First Amendment notified in 2014 namely Regulation No.
1 of 2014 (hereinafter collectively referred to as ‘Tariff Regulations’).

The Objector also prays that it may be permitted to make additional submissions specific
to these Petitions, in the Public Hearings as per the Public Hearing schedule announced
by this Hon’ble Commission.

The brief facts, propositions, analysis, grounds and point wise objections to the Petitions
are narrated herein below:

No Comments

DELAY IN FILING THE RST PROPOSAL FOR FY 2022-23
2 DELAY IN FILING THE RST PROPOSAL FOR FY 2022-23

i. As per regulation 4 of 2005 (Terms and Conditions for Determination of Tariff for
Wheeling and Retail Sale of Electricity), the distribution licensees were to file their ARR
and tariff proposals for FY 2022-23 on or before 30.11.2021, so as to make available to the
Commission, the statutory time of 120 days for determination of Tariff for FY 2022-23
commencing 01.04. 2022.

ii. The relevant extract is as follows:

TS Discoms would like to state that they have been
filing the ARR petitions, on an annual basis, before the
Hon’ble Commission (TSERC) until FY 2018-19. From FY
2019-20 onwards, the Discoms have not filed the ARR
petitions before the Hon’ble TSERC, due to the
following reasons —

Enforcement of Model Code of Conduct in the State of
Telangana in view of elections for Telangana
Assembly.

116




“6 FILING PROCEDURE

6.1 Every Distribution Licensee shall file for each of its licensed business an application for
approval of its Aggregate Revenue Requirement (ARR) for each year of the Control Period,
not less than 120 days before the commencement of the first year of the Control Period.
This filing shall be in such form and in such manner as specified and in accordance with
the Guidelines issued by the Commission. The Distribution Licensees may file such
applications for ARR of the first Control Period within a period not less than 90 days before
the commencement of the Control Period.”

iii. However, both Licensees had prayed to the Hon’ble Commission to allow the
licensees to file Tariff Proposals at a later date.

iv. The Hon’ble Commission vide its letter Lr. No. L-1/8 — B/Secy/JDLAWO01/D.No.
572/2021 dated 02.12.2021, has directed both licensees to file the proposed tariffs within
a period of seven days from the date of receipt of the letter.

V. Further, the Hon’ble Commission, through its Notice O.P. (SR) No. 79 of 2021 dated
14.12.2021, called for hearing of admission of the Aggregate Revenue Requirement for
Retail Supply Business for FY 2022-23. And during the course of the hearing, the Hon’ble
Commission orally directed both Licensees to file its Retail Supply Tariff proposal for FY
2022-23 on or before 27.12.2021.

vi. Subsequently, the Retail Supply Tariff proposals for FY 2022-23 have been filed on
27.12.2021 by both Licensees.

vii. The reason submitted by the Licensees for the delay is the enforcement of Model
Code of Conduct in view of the Biennial elections of Telangana Legislative Council Seats.

viii. ~ The Objector would like to bring to the notice of the Hon’ble Commission that the
Licensees have displayed a consistent delay in filing Retail supply Petitions from the period
2018-19 to 2020-21, subsequently seeking of extension of the previous tariff order for the
ensuing year by the Hon’ble Commission. The Interlocutory Applications filed by the TS
Discoms and Hon’ble Commission’s Orders regarding the application for extension of tariff
has been summarised below in the table:

Hon’ble TSERC was not operational from 9th Jan 2019,
after the Chairman of Hon’ble TSERC demitted office
after attaining the age of 65 years.

Enforcement of Model Code of Conduct in the State of
Telangana from 10.03.2019 till 23.05.2019 (Lok Sabha
election).

Pending information from ICAD department on Lift
Irrigation (LI) schemes.

Issuance of model code of conduct for the Municipal
elections from 23.12.2019 to 25.01.2020

Further extension in view of preparation of tariff
proposals in  accordance to the  MoP
recommendations on Tariff Rationalisation process.
Due to imposition of Lockdown in the State by GoTS
due to spread of pandemic COVID-19, which impacted
the consumption of electricity by various sectors, the
licensees intended to file ARR duly including the
impact of lockdown due to COVID-19 pandemic.
Enforcement of Model Code of Conduct from 17th Nov
2020 to 4th Dec 2020 in view of GHMC elections.
Certain unavoidable circumstances viz; uncertainty in
commissioning of the LI pumps and delay in receipt of
information of power availability and cost there on
from Central Generating Stations, which have
significant impact on the demand projections and
overall ARR respectively.

However, ARR for 2019-20, 2020-21, 2021-22 was
submitted before TSERC on March 31, 2021, which
was not admitted by the Hon’ble Commission due to
non-submission of tariff proposals by the TS Discoms.
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Interlocutory Applications Filed by TS DISCOMS for Extension:

I.A.sfiled by TS Discoms Commission Approval Order
FY 0. P. Nos.

21 & 22 0f2017
2019-20 I.A. No. 8 of 2020 Dated 20.03.2020

21 & 22 0f 2017
2020-21 I.A. No. 8 of 2020 Dated 20.03.2021

21 & 22 of 2017
2021-22 I.A. No. 4 of 2021 Dated 27.03.2021

iX. The relevant orders have been attached herewith as Annexure-A.

X. The Objector prays that the Hon’ble Commission may reprimand and penalise the
Petitioners for failing at filing its Tariff Petitions on time for the past 4 years.

TS Discoms have been seeking timely extension on
tariff filing, from the Hon’ble Commission on the
grounds mentioned above.

Hence, TS Discoms request the Hon’ble Commission to
allow this delay as an on-time exception, and not
impose any penalty for the same.

LACK OF TRUE-UP FILINGS

Xi. As per the applicable Regulation 1 of 2014 dt. 07.03. 2014, the true up variation
over the past years should be adjusted in the final ARR of the ensuing year in order to
reduce the burden on consumer.

Xil. The Relevant Extract has been reproduced below:

12.5  True-up for Retail Supply Business

a, The Distribution Licensee shall include the power purchase cost variation over the previo
year Power Purchase cost in the Tariff Order as expense (in the event of incurring exce;
cost)/rebate (in case of cost saving) in the ARR as special item with relevant details. To
arrive the power purchase cost variation, the least of the following power purchase quantif
is to be considered:

TS Discoms have already submitted the Distribution
true up claims for 1st, 2nd and 3rd control period
along with the APR filing for FY2019-20. TS Discoms
have also filed the APR for 2020-21 on 31 December
2021.

TS Discoms have already finalized the power purchase
true up claim for RSB for 2016-17 to 2018-19 and
currently drafting the same for 2019-20, 2020-21 &
2021-22 (prov.). TS Discoms would be submitting all
their RSB true up claims shortly to the Hon’ble
Commission.
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i) Actual power purchase quantity procured by the Discoms for its consumers.

i) Power purchase quantity computed based on actual sales except LT Agriculture sales.
LT Agricultural sales will be limited to Tariff Order quantity. These aggregated sales will
be grossed up with approved losses for the relevant year in the MYT orders.

b. Since the complete information of cost actually incurred relating to previous year will not be
available at the time of filing of ARR for a particular tariff year, the Licensee may include
provisional cost variation for the previous year in ARR filings which will be subject to final
correction by the Commission as and when final accounts for that year become available.

c.  The Licensees shall also include in the ARR the amounts to be collected on final basis being
the difference between the cost incurred based on audited annual accounts report and costs
provisionally approved by the Commission in the Tariff Order for the year immediately
preceding the previous year.

f.  The approved amounts which are to be collected or have already been collected by Licensee from tH

consumers fo.r the reference year in pursuance of any regulation/ order covering u/s 62(4) of the Electrici
Act, 2003 or in pursuance of clause 12(4) of this regulation shall be suitably adjusted.

g The Commission, after examination of the details, will approve the expense/ rebate duly dealing the sam

in detail in the relevant Tariff Order. No expense shall be added to or rebate shall be deducted from AR|
unless the details of such amounts are provided in the tariff order.

h. A format in which information on power purchase quantity and its cost to be filed by licensee for true-up
enclosed to this Regulation.
xiii.  Itis submitted that the Annual Audited Accounts of TSPPDCL and TSNPDCL up to

FY 2020-21 have been issued.

xiv.  Despite this, the Petitioners have failed to file true up for the past years. It is prayed
that the Hon’ble Commission may direct the Petitioners file such trueup petitions so that
any refund on account of true-up may be realized by the consumers.

ABSENCE OF CONSOLIDATED WORKING EXCEL MODEL As part of the Additional Information requested by the
Hon’ble Commission, TS Discoms have submitted the
working models for the Power Purchase Cost, Sales
and CSS computations, before the Hon’ble
Commission.

The Licensees have not provided the consolidated working excel model along with the
tariff Petitions and the additional information submitted, the absence of which, hinders
the process of stakeholder commentary as well as prudence check process of the Hon’ble
Commission.
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As part of the abovementioned submissions, TS
Discoms have also submitted the supported
documents for Revenue and COS computations.
These submissions are in addition to the detailed RSF
formats already submitted as part of the ARR and FPT
petitions for FY 2022-23.

AVERAGE COST OF SUPPLY (2018-19 VS 2022-23)

xvi.  In the instant Petitions, Licensees have projected a significantly higher average
cost of service than the approved in last Retail Supply order for the FY 2018-19. Using the
same, the Objector has compiled the charts that depicts the pattern for Average Cost of
Supply (ACoS) claimed against that approved by Hon’ble Commission in the FY 2018-19
and also the provisional data for FY 2022-23.

Average Cost of Supply
(Rs./kWh)

7.14 7.01 7.09

8 5.91 6.31 6.04
6
4
2
0
Approved as per FY19 RST Claimed by Petitioners for
Order FY 23
mTSSPDCL =mTSNPDCL Telangana State
xvii.  Itis humbly pointed out from the charts that Licensees have projected an increase

of around 17-21 % in the Average Cost of Supply (ACoS) for FY 2022-23 over the approved
figure for FY 2018-19 respectively.

xviii.  Furthermore, the ACoS claimed by the Andhra Pradesh Discoms for FY 202223 in
their Retail Tariff Petitions is 27 paise lesser than that claimed by Telangana Discoms.

TS Discoms would like to mention that the comparison
of ACOS between the approved figures for FY 2018-19
and projected figures for FY 2022-23, may not be
appropriate.

The variations between the actual and approved
ACOS, shall be dealt by the Hon’ble Commission,
during the true-up exercise for the relevant year.

It is to be clarified that the actual ACOS for the
Telangana Discoms combined is INR 7.04/kWh in FY
2018-19. This indicates that the projected ACOS for FY
2022-23 of INR 7.09/kWh, is expected to increase only
at a 0.2% CAGR rate, when compared to FY 2018-19.
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AGGREGATE REVENUE REQUIREMENT (ARR) CLAIMED BY TELANGANA DISCOMS FOR FY
2022-23 No Comments

The TSSPDCL and TSNPDCL has projected an Annual Revenue Requirement of Rs.
34,870.18 Crores and Rs. 18,183.37 Crores respectively for FY 202223. The ARR along with
its treatment proposed by the TSSPDCL and TSNPDCL is provided in the table below:

ARR CLAIMED BY PETITIONERS FOR FY 2022-23

(All figures in Rs. Crores)

Particulars TSSPDCL TSNPDCL TOTAL

Transmission Cost 2,383.64 1,005.43 3,389.07
SLDC Cost 31.67 13.23 44.90
Distribution Cost 4,670.72 3,601.25 8,271.97
PGCIL & ULDC Expenses 1,160.55 484.45 1,645.00
Network and SLDC Cost (A) 8,246.58 5,104.36 13,350.94
Power Purchase / Procurement Cost 26,411.20 13,003.88 39,415.08
Interest on Consumer Security Deposits 174.75 49.09 223.84
Supply Margin in Retail Supply Business 37.65 26.04 63.69
Other Costs if any
Supply Cost (B) 26,623.60 13,079.01 39,702.61
Aggregate Revenue Requirement (A+B)

34,870.18 18,183.37 53,053.55
Non-Tariff Income 33.10 29.41 62.51
Net Revenue Requirement 34,837.08 18,153.96 52,991.04
Total Revenue
Revenue at Existing Tariffs (without considering
tArl(inZ%\éesr)nment subsidy u/s 65 of the Electricity 25,708.48 10,702.76 36,411.24
Revenue Deficit(-)/Surplus(+) at Current Tariffs

-9,128.60 -7,451.20 -16,579.80
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Government Subsidy u/s 65 of the Electricity Act,
2003 1,397.50 4,254.15 5,651.65

Net gap — Deficit(-)/Surplus(+) -7,731.10 -3,197.05 -10,928.15

xx. The Objections in respect of the ARR projected by the Petitioners for FY 2022-23 are
summarised below:

POWER PURCHASE COST
A. TSGENCO Thermal Power Stations:

xxi.  From Annexure — XX of TSSPDCL’s Reply to Additional Information on Aggregate
Revenue Requirement & Tariff Proposals for FY 2022-23, it can be observed that the actual
Plant Availability Factor (PAF) of TSGENCO Stations have mostly been above 80% in the last
five years. However, the generation in FY 2022-23 has been projected at or less than 80% in
respect of KTPS D and RTS B Stations (Average PAF was 90.40% for KTPS D and 84.17% for
RTS B in previous five years):

Actual Plant Availability Factor

100% 98%
o, 96%
90°% 84% 2%
- 8 87%
80% 81%
%%
70%
60 %
50%
40 %
FY1i8 FY19 FY20 FY21 FY22
KTPS-D RTS-B

Availability (MU) projections for all TSGENCO Thermal
plants are shown at their Normative PLF’s as per their
respective PPA’s considering plant overhaul planning.
Projections of TSGENCO plants at 85% PLF as per CERC
Tariff Regulation 2019 is not correct as TSDISCOMs
would schedule power and make payments as per
respective PPA Terms & conditions and TSERC
Regulation 1 of 2019.

As per TSERC Regulation 1 of 2019, Normative PLF for
KTPS -V & RTS B Stations is 80% and 75 %
respectively.

The Fixed Charges for TSGENCO stations are
determined by Hon’ble TSERC in consideration of the
Depreciation on Capital cost, Interest on loan, Return
on equity, O&M expenses which changes year on year.
TSGENCO has filed Multi Year Tariff (MYT) for 2019-
2024 for determination of Generation Tariff for which
Order is yet to be issued by Hon’ble TSERC. Hence
Fixed charges projections made by TSDISCOMs are
provisional. However, TSDISCOMs will pay Fixed
charges as per Order of TSERC only.

TSDISCOMS will admit the Fixed Charges as per the
approval of TSERC only.
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xxii.  In light of the same, the projected PAF in FY 2022-23 ought to considered at 85%
instead of 80% for the TSGENCO plants, which is the norm set by the CERC Tariff Regulations,
2019.

xxiii.  TSSPDCL in the Sheet titled PP Assumptions in Annexure XI to its Reply to Additional
Information on Aggregate Revenue Requirement & Tariff Proposals for FY 2022-23, has
submitted that it has considered Fixed Cost as per AprAug (as per actuals), Sept-Mar (as per
TSGENCO projections) for KTPS D, KTPS Stage VI, RTS B, Kakatiya TPP Stage Il Stations and
KTPS VII.

xxiv. It is submitted that the Fixed Charges ought to be limited, considering the Fixed
Charges as approved by the Hon’ble Commission in its latest TSGENCO Tariff Order instead
of the escalations/projections made by the Petitioner. The latest TSGENCO Tariff Order was
issued on 05.06.2017 and the Fixed Charges approved for FY 2018-19 ought to be considered
in the absence of any GENCO Order approved for FY 2022-23. This approach is upheld by the
CERC Generation Tariff Regulations, 2019. The relevant extract is reproduced below:

“10. Determination of tariff

(4) In case of the existing projects, the generating company or the transmission licensee, as
the case may be, shall continue to bill the beneficiaries or the long term customers at the
capacity charges or the transmission charges respectively as approved by the Commission
and applicable as on 31.3.2019 for the period starting from 1.4.2019 till approval of final
capacity charges or transmission charges by the Commission in accordance with these
regulations:

Provided that the billing for energy charges w.e.f. 1.4.2019 shall be as per the operational
norms specified in these regulations.”

All the Power Purchase Agreements are being
entered with Generators/Developers by TSDISCOMs
after taking Hon’ble TSERC approval issued after
Public hearings.

The landed cost of fuel in respect of TSGENCO
stations is being arrived on the following:

(@) Coal is being procured from M/s SCCL, a Govt.
entity, and its cost is being paid as per the price
notifications of M/s SCCL.

(b) Oil is being procured from central public sector
undertakings viz. HPCL, IOCL & BPCL and the oil rates
being paid prevailing on the date of supply.

(c) The transportation charges of the fuel by rail are
as per the rate circular issued by Ministry of Railways.

From, October 2021 onwards, the Coal prices in India
have increased, the same has been considered in ARR
Filings.
In respect of BTPS, the period of construction of plant,
FGD cost, Capacity of the unit, GST and Covid impact
etc led to increase in the cost of the plant.

Other costs are inclusive of Cost of water, IT initiatives,
Hydel secondary charges, Thermal incentives and
Medical & Welfare Expenses etc.
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xxv. It can be observed from the following table that the Petitioners have deviated from
this approach:

Fixed Cost approved in
TSGENCO Tariff Order
dt. 05.06.2017 (page no. 53)

Fixed Cost as per claimed by
Petitioner

Station

INR Crore INR Crore

TSGENCO Thermal

KTPS D 286.27 392.05

KTPS Stage VI 514.04 518.11

RTSB 54.49 122.09

Kakatiya Thermal Power

Plant Stage Il 757.70 847.17

KTPS VI 622.22* 1,178.66

*Note: The Hon’ble TSERC had approved AFC for KTPS VIl as Rs. 311.11 Crores for FY 2018-
19 at page 75 of the TS Discoms Retail Supply Order dated 27.03.2018 for FY 2018-19. It is
submitted that the Hon’ble Commission had approved this number considering 6 months’
availability for KTPS VII. Since the instant filings consider an availability of one year, the
Objector has taken AFC for KTPS VIl as twice of Rs. 311.11 Crores, which isRs. 622.22 Crores.

xxvi.  Further, in the case of BTPS Unit 1-4 (7361.10 MU), it can be observed that the
Petitioners have claimed an arbitrary increase of more than 10% in the variable charges as
per actuals of FY 2020-21 and Fixed Charges considered for the months of operation after
CoD. In this regard, it is pointed out that the Petitioners have not provided any data as to
why such hike has been claimed in variable charges. Furthermore, last coal price hike for
domestic coal, by Coal India Ltd. was in 2018. In view of the same, the escalation considered
by them is not tenable and ought to be disallowed.

xxvii. The Petitioner has claimed Rs. 40 Crores towards Other Costs without any
justification or supporting documentation. The same ought to be disallowed.

TS Discoms request the objector to refer only to the
active sheets in the Annexure Xl file. The sheet titled
“PP assumptions” in the aforementioned file, is a
hidden inactive sheet and doesn’'t carry any
significance to the present context.

TS Discoms have elaborated in detail, the basis of
projections for power purchase quantum and cost, in
the RSB ARR write-ups submitted to the Hon’ble
Commission for FY 2022-23. The objector is requested
to refer to the same for the assumptions considered
for power purchase related projections.

TS Discoms have gone through the computations done
by the objector in the Annexure B.

TS Discoms are unclear on why the objector has
considered the same energy dispatch, as projected by
the TS Discoms, even after considering the revised
energy availability.

TS Discoms have already responded to the rationale
behind considering the energy availability and FC, VC
projections for FY 2022-23, in the above sections.

TS Discoms would request the Hon’ble Commission to
consider the projections shared by Discoms,
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xxviii. In accordance to the above objections, the Objector has proposed a cumulative
disallowance of Rs. 1156.64 Crores pertaining to power procured from TSGENCO Thermal
Stations.

xxix. ~ The detailed computations have been attached herewith as Annexure-B.

considering the justifications shared on the same.

B)

B. TSGENCO Hydel Power Stations:

xxX.  From the Sheet titled PPC act in Annexure XI to its Reply to Additional Information
on Aggregate Revenue Requirement & Tariff Proposals for FY

2022-23, TSSPDCL has recorded that the Estimated Energy Availability and Energy Despatch
from Hydel Power Stations is 4921 MUs for FY 2021-22, while for FY 2022-23, the same has
been projected as 4000 MUs. There is no rationale provided by the Petitioner for estimating
a fall in the energy despatch by 921 MUs for FY 2022-23.

xxxi.  Further, it is observed that despite projecting a fall in the energy despatch of the
Hydel Stations, the Petitioners have proposed an increase in Fixed Charges by Rs. 170.83
Crores. There is no Tariff Order that mandates such increase in Fixed Cost as projected by
the Petitioner.

xxxii. The availability from hydro stations has been estimated at 4921 MUs in the
Objector’s assessment scenario. Such increase of 921 MUs would offset expensive power
procurement (explained later).

xxxiii. In accordance to the above objections, the Objector has proposed a cumulative
disallowance of Rs. 170.83 Crores pertaining to power procured from TSGENCO Hydel
Stations.

xxxiv. The detailed computations have been attached herewith as Annexure-C.

Reply to xxx & xxxii

TS Discoms have considered the energy availabilities
for FY 2022-23, as per the projections shared by the
respective generating stations.

TS Discoms would like to state that the hydro
availability of 4,921 MU in FY 2021-22, is
predominantly due to a record high hydro generation
0f 3,074 MU in H1 FY 2021-22, which can be attributed
to a good monsoon season in H1 FY 2021-22.

It is to be noted that the Hydro generation was 3,424
MU only in the FY 2020-21 and such seasonal
conditions in FY 2021-22 can’t be considered asa norm
and used for the estimates for FY 2022-23. Hence, a
moderated reduction over FY 2021-22, has been
considered for Hydro availability in FY 2022-23.

Reply to xxxi
Fixed charges are payable to Hydel Stations irrespective of

Energy.

However, TSDISCOMs will pay Fixed Charges to
TSGENCO as per TSERC Order only.

Reply to xxxiii & xxxiv

TS Discoms have gone through the computations done
by the objector in the Annexure C.

TS Discoms have already responded to the rationale
behind considering the energy availability and FC
projections for FY 2022-23, in the above sections.
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TS Discoms would request the Hon’ble Commission to
consider the projections shared by Discoms,
considering the justifications shared on the same.

C)

Central Generation Stations:

xxxv. TSSPDCL, in the Sheet titled PP Assumptions in Annexure XI to its Reply to Additional
Information on Aggregate Revenue Requirement & Tariff Proposals for FY 2022-23, has
submitted that it has considered Fixed Cost as follows:

NTPC (SR) - 1 & Il, NTPC (SR) Stage Ill, Talcher Stage 2 and NPTC Simhadri Stage I: Apr-Aug (as
per actuals), Sept-Mar - FY 19 FC (as per

CERC Tariff Order) escalated by growth rate (FY 19 vs FY 18)

xxxvi. It is submitted that the Fixed Charges ought to be limited, considering the Fixed
Charges as approved by the Hon’ble CERC in its latest Tariff Orders instead of the escalations
made by the Petitioner. It is to be noted that the Fixed Charges approved for FY 2018-19
ought to be considered in the absence of any CERC Order approved for FY 2022-23. This
approach is upheld by the CERC Generation Tariff Regulations, 2019. The relevant extract is
reproduced below:

“10. Determination of tariff

(4) In case of the existing projects, the generating company or the transmission licensee, as
the case may be, shall continue to bill the beneficiaries or the long term customers at the
capacity charges or the transmission charges respectively as approved by the Commission
and applicable as on 31.3.2019 for the period starting from 1.4.2019 till approval of final
capacity charges or transmission charges by the Commission in accordance with these
regulations:

Provided that the billing for energy charges w.e.f. 1.4.2019 shall be as per the operational
norms specified in these regulations.”

xxxvii. It can be observed from the following tables that the Petitioners have deviated from
this approach:

Fixed Cost approved in
Tariff Order

Station Source

Reply to xxxv, Xxxvi & XXxvii

TS Discoms request the objector to refer only to the
active sheets in the Annexure Xl file. The sheet titled
“PP assumptions” in the aforementioned file, is a
hidden inactive sheet and doesn’'t carry any
significance to the present context.

TS Discoms have elaborated in detail, the basis of
projections for power purchase quantum and cost, in
the RSB ARR write-ups submitted to the Hon’ble
Commission for FY 2022-23. The objector is requested
to refer to the same for the assumptions considered
for power purchase related projections.

As mentioned in the RSB write-up, in the absence of
CERC Tariff Orders for the CGS stations for H2 FY 2021-
22 and FY 2022-23, the licensee has considered the
actual fixed costs paid in H1 FY 2021-22 to arrive at the
fixed costs for H2 FY 2021-22. The projections for FY
2022-23, have been considered in line with the arrived
projections for FY 2021-22.

TS Discoms would request the Hon’ble Commission to
consider the projections shared by Discoms,
considering the justifications shared on the same.
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(INR Crore)

NTPC (SR) - 1 &1 1,061.23 Page No. 36 of CERC Order dated 24.01.2017 in Petition
No. 92/GT/2014

Page No. 41 of CERC Order dated 17.11.2021 in
Petition No. PetitionNo:

NTPC (SR) Stage IlI 290.82 444/GT/2020
Talcher Stage 2 1,007.23 Page No. 44 of CERC Order dated 16.02.2017 in Petition
No. 93/GT/2014
NTPC Simhadri Stage | 661.99 Page No. 25 of CERC Order dated 27.06.2016 in Petition
N0.270/GT/2014

*The relevant Orders have been attached herewith as Annexure-D.

Normative Plant
Availability :
Fixed Cost _Net_ . Factor as Fixed Cost as Fixed Cost
approved in Telangana Availability as or CERC per as per
. Share projected by p e Objector’s
Tariff Order o Petitioner
Petitioner Assessment
Station INR Crore % % % INR Crore INR Crore
F:
if
C>=D,
A B C D E F=A*B
if C<D,
F=A*B*(C/D)
NTPC (SR) -1 &I 1,061.23 16.45% 95.38% 85.00% 188.60 174.57
NTPC (SR) Stage 290.82 17.34% 101.32% 85.00% 57.15 50.43
I}
Talcher Stage 2 1,007.23 10.72% 93.08% 85.00% 117.79 107.98
NTPC Simhadri 661.99 53.89% 93.73% 85.00% 478.57 356.75
Stage |

xxxviii. Further, the Petitioners have considered Power Purchase of 3,499.63 MUs for Rs.
1,585.33 Crores (Rs. 4.53/kwWh) from Telangana STPP (Phase 1). The Petitioner has not
submitted any details with respect to the project construction progress pertaining to the

Reply to xxxviii
As per AP Re-organisation Act 2014,

NTPC shall establish a 4000 MW (5 X 800 MW) power
facility in the successor State of Telangana after
establishing necessary coal linkages.
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Telangana STPP (Phase 1) to back up its claims towards such high-power purchase quantum
and rate. It is not clear whether the Hon’ble Central Commission has approved the fixed
charge claimed by the Petitioner or not.

xxxix. The Objector has not considered any power purchase from Telangana STPP (Phase )
and has instead offset such power purchase quantum from TSGENCO Hydel (921 MUs) and
Additional Short Term Power Purchase of 2,578.56 MUs at average DAM market price (FY
2020-21) of Rs. 2.82/kWh. The detailed computations have been attached herewith as
Annexure-E.

xl. In accordance to the above objections, the Objector has proposed a cumulative
disallowance of Rs. 1,760.29 Crores pertaining to power procured from Central Generating
Thermal Stations. The detailed computations have been attached herewith as Annexure-F.

Accordingly, TSDISCOMs entered PPA for 2X800 MW
(Phase-1)

3499.63 MU has been arrived considering CODs of unit
-1&2 as 30th September 2022 & 31st December 2022
respectively.

NTPC has not vyet filed Petition at CERC for
determination of tariff.

Reply to xxxix, xI

TS Discoms have gone through the computations done
by the objector in the Annexure E.

TS Discoms have already responded to the rationale
behind considering the energy availability and FC, VC
projections for FY 2022-23, for Telangana STPP (phase
[) and TSGENCO Hydel, in the above sections.

Regarding the rate of short-term power purchase, TS
Discoms state that the objector has considered the
average DAM market price for FY 2020-21 of INR
2.82/kWh, while, the power procured by Discoms is
done through other routes too viz., TAM, RTM etc.

Also, the short-term procurement is very dynamic in
nature, where the rates for that particular instant may
go higher than the average rate, in real time scenario.
Hence, TS Discoms have considered the ST purchase
rate for H2 FY 22 and FY 23, in line with the actual ST
purchase rate for FY 21, which will factor in all the
above mentioned factors.

TS Discoms would further state that the average DAM
market price of INR 2.82/kWh for FY 2020-21, is an
exceptional case, owing to the demand supply
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scenario in COVID-19. The average IEX DAM price for
FY 2021-22 (till date) is INR 4.00/kWh. Considering
this, TS Discoms have taken a conservative approach
by projecting ST purchase at INR 3.85/kWh.

TS Discoms would request the Hon’ble Commission to
consider the projections shared by Discoms,
considering the justifications shared on the same.

D) | Other Stations: STPP is getting coal under Bridge linkage MoU with
xli. In the case of Singareni CCL | TPS, the Petitioners have projected an increase in SCCL, whereas other projects are having linkage coal.
. o ) ) N
Variable Cha_lr_ge Rate by 14% for FY_2022 23 over thg acFuaIs of FY 2_020 21.1tis pomted put From, October 2021 onwards, the Coal prices in India
that the Petitioners have not submitted any data to justify such arbitrary escalation. In view have | 4. thus. th has b octed b
of the same, the escalation considered by them is not tenable and ought to be disallowed. ave increased, thus, the same has been projected by
STPP for the FY 2022-23.
xlii. ~ The Petitioners have also claimed Rs. 2.20 Crores and Rs. 62.37 Crores towards Other
Costs for Power Purchase from Singareni CCL | TPS and Thermal Power Tech TPS respectively, | STPP claimed Water charges of Rs. 2.20 Crs based on
without any justification or supporting documentation. The same ought to be disallowed. past actual values as per the regulation.
Rs.62.37 Crs towards other costs for the power
purchases from M/s Sembcorp Energy India Ltd
(Formerly Thermal powertech) is considered based on
the Supplementary Charges approved by Hon’ble
CERC under Change-in-Law under “Any changes (or)
introduction of Taxes/Levies (duties/charges)”.
E) | Short Term Power Purchase and D-D Sales: Reply to xliii & xliv

xliii. ~ The Petitioner has considered procurement of 2393 MU at an average rate of Rs.
3.85/kWh to meet seasonal shortages. Most of the shortages projected by the Discoms are
in the months of August, December, January, February and March, which are the lean
demand seasons where prices at power exchanges are typically lower.

Procurement of power under short term (Power
Exchanges) considering power shortages in certain Time-
Blocks is inevitable to bridge the Day to Day Demand-
Supply gap. Actual payment for this power purchase is
based on the actual price discovered in the Exchange for
respective Time Blocks.
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xliv.  The projected surplus months of Telangana are typically the shortage months for NR
(Northern) States and the projected shortage months of Telangana are typically the surplus
months of NR States. Discoms should enter into banking contracts with NR States to avoid
burden on the consumers.

xlv. Notwithstanding the above, the average rate of Rs. 3.85/kWh considered by the Discoms
is significantly on the upper side. As has been mentioned earlier, the actual average rate of
power in power exchange for DAM Market in FY 2020-21 was Rs. 2.82/kWh. The Objector
has used the actual monthly DAM MCP for FY 2020-21 and actual monthly RTM MCP for FY
2020-21 (whichever was lower) for arriving at the Short Term Power Purchase Cost
allowable. The effect of the same is reflected in the D-D purchase cost as well. The detailed
computations have been attached herewith as Annexure-E as has been mentioned earlier.
This has resulted in a cumulative disallowance of Rs. 312.95 Crores.

Efforts are also being made by TSDISCOMs for Banking
arrangements with other State Utilities.

Reply to xlv
Regarding the rationale behind choosing the rate of

short-term power purchase for FY 2022-23, TS
Discoms have already responded in the
abovementioned section.

TS Discoms would request the Hon’ble Commission to
consider the projections shared by Discoms,
considering the justifications shared on the same.

F)

Surplus Power:

xlvi.  The Petitioners have estimated 5459 MUs as surplus power which is estimated to be
sold at an average price of Rs. 2.90/kWh. Revenue from such surplus power (Rs. 1581 Crores)
has not been subtracted from the Power Purchase Cost.

TS Discoms haven’t considered the sale of surplus
power, as the revenue from sale of such surplus power
will be lower than the cost of the power procured from
the marginal station, during that particular month i.e.
procuring such excess power for the purpose of sale,
shall be costlier and further burden the end consumer.

xlvii. The Summary of Disallowances in Power Purchase Cost as per the Objector’s
Assessment is summarized below:

Power Purchase Cost as per Petitioner's Submission
State TSSPDCL TSNPDCL
2022-23 (projections) 2022-23 (projections) 2022-23 (projections)
Particulars PP PP PP PP PP PP Cost
Cost (INR | Cost Cost (INR | Cost Cost (INR | (INR/kWh)
PPMU cr) | anes| PPMU cr) | ones| PPMU cr)
kwh) kwh)
TSGENCO
Thermal 27,206.10 13,288.99 4.88 19,193.90 9,375.38 4.88 8,012.20 3,913.61 4.88
TSGENCO 1.178.00
Hydel 4,000.00 1,351.98 | 3.38 2,822.00 953.82 3.38 T 398.16 3.38
CGS 19,499.53 | 8,113.45 4.16 13,756.92| 5,724.04 4.16 5,742.61 2,389.41 4.16
stations
APGPCL

TS Discoms have gone through the detailed
computations done by the objector in the Annexures
AtoF.

While, TS Discoms appreciate the intention and efforts
putin by the objector, behind the analysis undertaken
for the Power purchase cost projections for FY 2022-
23, TS Discoms feel that those assumptions are very
optimistic and intended only towards the reduction of
the costs, without considering the practicality of the
same.

TS Discoms have already responded to the rationale
behind considering the energy availability and FC, VC
projections for FY 2022-23, for the respective
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NCES 8,953.18 4,485.57 5.01 6,271.16 3,161.69 5.04 | 2,682.02 1,323.87 4.94
IPPs 2,057.35
(Thermal 6,985.90 3,146.20 4.50 4,928.55 2,219.65 4.50 B 926.56 4.50
Power Tech)
Singareni 7,466.00 3,650.10 4.89 5,267.26 2,575.14 4.89 | 2,198.74 | 1,074.95 4.89
CSPGCL 6,349.58 2,476.33 3.90 4,479.63 1,747.05 3.90 | 1,869.95 729.28 3.90
Inter-Discom
purchase - 407407 | -1,30326 | 3.42 | #07407 | 4 3936 3.42
Short-term
power 2,392.65 92039 | 3.85 | 1,688.01 649.33 | 3.85 | 704.64 271.05 3.85
purchase
Additional
Short Term
Purchase to
offset
Telangana
STPP-1
PTC 1,368.84 587.23 4.29 965.72 414.29 4.29 403.12 172.94 4.29
Interest on
pension 1,394.83 - 984.05 - 410.78 -
bonds
Other - - - - - -
Costs
Total 84,221.77 39,415.08 | 4.68 55,299.08 | 26,411.20 | 4.78 28,922.6 | 13,003.88 4.50
9
Power Purchase Cost as per Objector's Assessment
State TSSPDCL TSNPDC
L
2022-23 2022-23 2022-23
Particulars PP PP PP PP Cost PP PP Cost
Cost (INR Cost Cost (INR | (INR/KW Cost (INR| (INR/KWh
PPMU cr) | onek|  PPMU cr) h) PPMU cr) )
Wh)
TSGENCO
Thermal 2720610 12,132.35| , 4q 19,193.90 | 8,559.37 4.46 8,012.20 | 3,572.98 4.46
TSGENCO
Hydel 4,921.07 | 1,181.16 | 2.40 | 3,471.82 833.30 2.40 1,449.26 | 347.85 2.40
CGS stations 15,999.90| 6,353.16 3.97 11,287.93 4,482.16 3.97 4,711.97 | 1,871.01 3.97

generating station and short-term sources, in the
abovementioned sections.

TS Discoms would request the Hon’ble Commission to
consider the projections shared by Discoms,
considering the justifications shared on the same.
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APGPCL - - - - - - - - -
NCES 8,953.18 4,485.57 5.01 6,271.16 3,161.69 5.04 2,682.02 | 1,323.87 4.94
IPPs (Thermal
Power Tech) | 6,985.90 3,083.84 4.41 4,928.55 2,175.65 4.41 2,057.35 908.19 4.41
Singareni 7,466.00 3,373.04 4.52 5,267.26 2,379.68 4.52 2,198.74 993.36 4.52
CSPGCL 6,349.58 2,476.33 3.90 4,479.63 1,747.05 3.90 1,869.95 729.28 3.90
Inter-Discom
purchase - -4,074.07 -1,202.63 2.95 4,074.07 | 1,202.63 2.95
Short-term
power
2,392.65 607.43 2.54 1,688.01 428.54 2.54 704.64 178.89 2.54
purchase
Additional
Short Term
Purchase to
offset 257856 | 72726 | 2.82 | 1,819.17 513.08 2.82 75938 | 214.18 2.82
Telangana
STPP-1
PTC 1,368.84 587.23 4.29 965.72 414.29 4.29 403.12 172.94 4.29
Interest on
pension bonds 1,394.83 - 984.05 - 410.78 -
Other Costs - - - - - -
Total 84,221.77 | 36,402.20 | 4.32 55,299.08 24,476.25 4.43 28,922.6 | 11,925.9 4.12
9 5
Disallowances in Power Purchase Cost claimed by the Petitioners as per
Objector’s Assessment (INR Crores)
Particulars
State TSSPDCL TSNPDCL
TSGENCO Thermal 1,156.64 816.01 340.63
TSGENCO Hydel 170.83 120.52 50.31
CGS stations 1,760.29 1,241.89 518.41
APGPCL - - -
NCES - - -
IPPs (Thermal Power Tech) 62.37 44.00 18.37
Singareni 277.06 195.47 81.59
CSPGCL - - -
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Inter-Discom purchase -190.63 190.63
Short-term power purchase 312.95 220.79 92.16
Additional Short Term Purchase to offset
Telangana STPP-1 -727.26 -513.08 -214.18
PTC
Interest on pension bonds
Other Costs

Total 3,012.88 1,934.95 1,077.93

DISTRIBUTION COST

xlviii. The following directives were given in the Distribution MYT order dt. 29.04.2020 by
Hon’ble Commission:

“2. Annual Performance Review

The Commission directs the DISCOM s to file the Performance Review (trueup) for each year
of 4th Control Period before 31st December of the following year. As a first step, the
DISCOM s shall file the Annual Performance Review for FY 2019-20 by 31.12.2020.

3. True-up for 1st, 2nd and 3rd Control Periods

The Commission directs the DISCOMs to submit their true-up claims along complete details
sought regarding the capitalisation claimed for each year of the 1st, 2nd and 3rd Control
Periods in the Petitions to be filed for Annual Performance Review for FY 2019-20. The
DISCOM s are also directed to submit the requisite supporting documents such as Physical
Completion Certificates (PCCs), Financial Completion Certificates (FCCs) etc. as mandated in
the investment approval guidelines.

The Commission directs the DISCOMs to make a detailed submission regarding the
differential treatment of GoTS under the UDAY scheme and likely consequences of the same
in in the Petitions to be filed for Annual Performance Review for FY 2019-20

The Commission directs the DISCOMs to submit the details of long-term loans viz., loans
availed for capital expenditure, taken over by GoTS under UDAY scheme in the Petitions to
be filed for Annual Performance Review for FY 2019-20.

4. Computation of depreciation in accordance with CERC (Terms and Conditions of Tariff)
Regulations, 2019

Discom filed Annual Perfomance Review for FY 2019-
20 and FY 2020-21 before Honble Commission in
accordance to the compliance of Directive No.2.

Discom filed True-up for 1st , 2nd and 3rd control
periods before Honble Commission along with APR
filing for FY 2019-20.

DISCOM also submitted Physical Completion
Certificates (PCCs), Financial Completion Certificates
(FCCs) etc. as mandated in the investment approval
guidelines.

The DISCOM submitted the information on UDAY
scheme along with APR filing for FY 2019-20.
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The Commission directs the DISCOMs to submit the computations of depreciation for each
year of 4th Control Period in accordance with the provisions of the CERC Tariff Regulations,
2019 in Annual Performance Review for each year of 4th Control Period.
5. Capital Investments
The DISCOMs shall seek approval for individual schemes at least 90 days undertaking the
investment in accordance with the Guidelines for Investment Approval. The individual
schemes/ projects submitted by the DISCOMs for Commission’s approval must provide
complete details including those relating to the cost and capitalisation for each year of 4th
Control Period.
Considering the importance of capitalisation of works, the Commission lays down the
following requirements to be fulfilled before accepting inclusion of the value of capitalised
work in the Original Cost of Fixed Assets (OCFA):
a. On completion of a capital work, a physical completion certificate (PCC) to
the effect that the work has been fully executed, physically, and the assets created
are put in use, to be issued by the concerned engineer not below the rank of
Superintendent Engineer.
b. The PCC shall be accompanied or followed by a financial completion
certificate (FCC) to the effect that the assets created have been duly entered in the
fixed assets register by transfer from the Capital Works in Progress (CWIP) register
to OCFA. The FCC shall have to be issued by the concerned finance officer not below
the rank of Senior Accounts Officer.
C. The above-mentioned certificates have to be submitted to the Commission
within 60 days of completion of work, at the latest.
The Commission may also inspect or arrange to inspect, at random, a few of the capitalised
works included in the OCFA to confirm that the assets created are actually being used and
are useful for the business.”
xlix.  None of the above directives have been complied with, by the Discoms.
l. In light of above, the Objector submits that the Hon’ble Commission may reprimand
the Discoms and issue a directive of disallowance or withholding of 30% of its Distribution
cost on the account of non-adherence to MYT Regulations and non-compliance with
Directives.
li. In this regard, it is pertinent to mention that in its Order dated 31.05.2013, in Suo -
Motu Case No. 01 of 2013 & Petition Nos.: 849/2012 & 883/2013, pertaining to

TSNPDCL have already adopted the CERC depreciation
rates as per CERC (Terms and Conditions of Tariff)
Regulations, 2019 from FY 2020-21 onwards.

The DISCOM submitted the PCC and FCC for the fourth
control period for FY 2019-20, FY 2020-21, 1t and 2™
quarter of FY 2021-22 to the Honble Commission in
accordance to the directives.

The directives issued by the Honble Commission are
being complied with by the DISCOM and hence the
question of disallowance or withholding of
distribution cost doesn’t arises.
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‘Determination Of Annual Revenue Requirement (ARR) And Tariff for FY 2013-14 Along With
True Up for FY 2008-09, 2009-10 And 2010-11 Of Uttar Pradesh Power Transmission
Corporation Limited (UPPTCL)’, the Hon’ble Uttar Pradesh Electricity Regulatory
Commission (Hon’ble UPERC) had withheld 20% of Depreciation for non-compliance of
directive by UPPTCL. The relevant extract is reproduced below:

“C) The Commission’s views:

3.2.41 The Commission has already expressed its displeasure on the non maintenance of
fixed asset registers. However, the Commission has initiated suo-motu proceedings for tariff
determination based on its best judgment of the actual capital investments and
capitalisation in the transmission segment based on audited accounts.

3.2.42 As a first step towards reprimanding the Licensee over the issue of non-preparation
of fixed asset registers, the Commission has withheld 20% of the allowable depreciation for
FY 2013-14. The same would be released for recovery through tariff, upon submission of
fixed asset registers up to the current year i.e., FY 2012-13.”

(Emphasis supplied)

lii. Also, in its Tariff Order of FY 2019-20 dated 27.08.2019 for UPPTCL, the Hon’ble UPERC
had disallowed 50% of RoE on account of UPPTCL deviating from the UPERC MYT
Regulations. The relevant extract is reproduced below:

“7.11.6 The Return on Equity computed by the Commission for FY 2019-20 comes out to be
Rs. 176.26 Crore, however as UPPTCL has not followed the UPERC (Multi Year Transmission
Tariff) Regulation 19 A and the Commission showing its displeasure has allowed only 70% of
Capital Investment & 70% of O&M expenses and further the Commission allows only 50%
of the Return on Equity claimed by the Petitioner i.e. 1% which comes out to be asRs. 86.13
Crore.”

(Emphasis supplied)

The relevant Orders are attached herewith as Annexure-G.

PGCIL & ULDC CHARGES

liii. As per the PGCIL charges computation provided by TSSPDCL & TSNPDCL in their
Annexures — IX & XVIII respectively, the applicable capacity considered for the calculation of
POC charges is cumulatively 4669 MW for FY 2022-23 for the State of Telangana. It is
observed from the SRPC RTA & RTDA account for the billing month of January, 2022 that the
current actual allocated capacity is to the tune of 4304.91 MW. The Objector has computed

Reply to liii & lv
TS Discoms state that the computations submitted for

PGCIL charges for FY 2022-23, were based on the
allocation capacity, as per the TS share % prevalent at
the time of filing of the RSB ARR petition, which was
till Oct-2021.
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the transmission charges considering the current actual capacity of 4304.91 MW instead of
4669 MW considered by the Discom.

liv. The Petitioners have claimed Rs. 12 Crores under the head of STOA charges as per
the Annexures IX & XVIII submitted as part of their Additional Information responses. It is
submitted that as per the Hon’ble CERC’s “Sharing of InterState Transmission Charges and
Losses Regulations, 2020 in STOA Collective and Bilateral Transactions”, no transmission
charges for Short Term Open Access for inter-State transmission system, shall be payable by
a distribution licensee which has Long Term Access or Medium Term Open Access or both,
or by a trading licensee acting on behalf of such distribution licensee. Pursuant to the said
Regulations, it is prayed that the Hon’ble Commission may disallow claim of Rs. 12 Crores
made by the Petitioners.

SRPC Website - Transmission Charges for Telangana
Transmission Charges (INR)
Month MW INR/MW/month
Jan-21 4159 1207502778 290347
Feb-21 4191 1210948173 288950
Mar-21 4239 1324378279 312401
Apr-21 4251 1213158171 285368
May-21 4257 1302220364 305896
Jun-21 4248 1251447377 294583
Jul-21 4250 1229223335 289235
Aug-21 4241 1153781639 272030
Sep-21 4258 1169008077 274523
Oct-21 4264 1082824108 253947
Average (A) 290370
Objector’s Assessment of PGCIL Charges for FY 2022-23
Petitioner  as per Objector
Annexure IX & XVIII Assessment as per SRPC
Particulars RTDA
Accounts
Units Value Jan-22

Also, as elaborated in the Annexure IX of its Additional
Information submissions, it is to be clarified that the
applicable capacity for PGCIL charges, shall also
include the PTC capacity, which won’t be specified in
the SRPC statements.

Reply to liv
TS Discoms would like to clarify that they have been

paying STOA charges for H1 FY 2021-22, on account of
power procurement from power exchanges.

Hence, TS Discoms have claimed the STOA charges for
FY 2022-23, in line with the per-unit STOA charges paid
for H1 FY 2021-22.

TS Discoms would request the Hon’ble Commission to
consider the projections shared by Discoms,
considering the justifications shared on the same.
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Capacity applicable for POC charges (TS share) (B)
MW 4669 4305
PGCIL (Non-POC) Charges for H1 FY 22 INRCr. 0.4 0.4
SRLDC Fees & Charges for H1 FY 22 INRCr. 3 3
STOA Charges for H1 FY 22 INRCr. 10 10
Short-term quantum for H1 FY 22 (excl. PTC)
MU 1985 1985
Per-unit STOA charge for H1 FY 22 INR/KWh 0.05 0.05
Expected Short-term purchase quantum for FY 23
(excl. PTC) MU 2393 2393
Petitioner
Submission as per . ,
PGCIL Charges for FY 2022-23 Annexure IX & XVIII Objector’s Assessment as per SRPC RTDA
Accounts
Particulars Value Value
PGCIL (POC) charges for FY 23 (C)
PGCIL (Non-POC) Charges for FY 23 1 1
SRLDC Fees & Charges for FY 23 6 6
STOA Charges for FY 23 12 -
Total PGCIL Charges for FY 23 1,645 1,507
TSSPDCL PGCIL Charges for FY 23 1,160.55 1,062.96
TSNPDCL PGCIL Charges for FY 23 484.45 443.72
Allowable as per
Petitioner Objector's Propased
FY 2022-23 . Assessment (B) Disallowance
Submission (A)
(A-B)
TSSPDCL 1,160.55 1,062.96 97.59
TSNPDCL 484.45 443.72 40.73
Total
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The relevant extract of the SRPC RTDA Accounts for January, 2022, are attached herewith
as Annexure-H.

Iv. It is respectfully submitted that the Hon’ble Commission may consider the
Objector’s proposed disallowance and allow the same after due prudence check.

10

NON-TARIFF INCOME

Ivi. The Discoms have claimed NTI towards Retail Supply Business to the tune of Rs.
65.60 Crores and Rs. 62.51 Crores for FY 2020-21 and FY 2022-23, respectively. It is the
observation of the Objector that the Discoms have understated Non-Tariff Incomes in
comparison to the figures recorded in the Audited Accounts of the Discoms. As per the
Audited Accounts of FY 2020-21, the NTI booked for Retail and Distribution Business is Rs.
2089.13 Crores while the NTI for Distribution Business as approved in the Distribution MYT
Order dated 01.03.2021, is Rs. 608.79 Crores — which indicates that the balance amount of
1480.34 Crores is attributable to the Retail Supply Business.

Ivii.  Assuming the overall NTI on the basis of the Audited Accounts of FY 2020-21 and the
Distribution NTI on the basis of Distribution MYT Order, the Objector has estimated Rs.
1,377.20 Crores as NTI for both Discoms for FY 2022-23 for Retail Supply Business.

Objector Assessment of Non-Tariff Income for FY 2022-23
(All Figures in Rs. Crores)

TSSPDCL TSNPDCL Total
Non-Tariff Income Objector’s Objector’s Objector’s
Actuals Assessment Actuals Assessment Actuals Assessment
Particulars 2020-21 2022-23 2020-21 2022-23 2020-21 2022-23
As per accounts (A) 1346.49 1346.49 742.64 742,64 2089.13 2089.13
Approved in
Distribution Order (B) 456.87 536.47 151.92 175.46 608.79 711.93
Balance understated
allowable for Retail Supply
Business  (A-B) 859.63 810.02 555.11 567.18 1414.74 1377.20

Iviii.  Itis respectfully submitted that the Hon’ble Commission may align the Non Tariff
incomes strictly in line with the audited accounts and reduce it from the ARR being
approved.

The details of Non-tariff income as per audited
accounts and the segregation of accounts between
distribution and retail supply business for FY 2020-21
along with other income which is not considered for
the reasons mentioned in the “Remarks” column of
the table and the basis of projections for FY 2021-22
and FY 2022-23 is clearly mentioned under para no.
6.2 of Chapter - 6 at page no. 61- 62 in the ARR & Tariff
Proposals of the DISCOM.

Further to mention that other income that is not
considered in the Non-tariff income mainly comprises
of Delayed Payment surcharge income which is
essentially for the additional Credit extended by the
Licensee to its customers to meet the interest on
working capital borrowings.
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11

SALES PROJECTIONS
lix. Arbitrary escalation has been considered by the Discoms for projecting the sales for
FY 2021-22 (H2) and FY 2022-23. For categories, such as LT | -Domestic, HT 33 kV, the
growth is taken equal to or more than 7% while the 1-year, 2year, 3-year, 4-year and 5-
year CAGR is not more than 5%. Even as per the CEA , the Electrical Energy Requirement is
projected to increase at a CAGR of 4.42% for the period FY 2021-22 to FY 2026-27 for
Telangana under the Optimistic scenario. Hence, we humbly submit that the Hon’ble
TSERC may consider the escalation as per the actual 5-year CAGR for the respective
categories.

IX. The connected load for LT V — Agricultural consumers is increasing Y-0-Y, as shown
in table below; however, the energy sales are decreasing. The Objector submits that the
rationale and contentions of the Petitioner towards projection of agricultural sales defies
logic and the sales projections ought to be re-worked by this Hon'ble Commission. Correct
and prudent estimation of the agricultural consumption is vital as subsidy support from
State Government hinges on this aspect.
TSSPDCL

TSNPDCL

FY Connected Load
(HP) Sales (MU)

Connected Load (HP)
Sales (MU)

2018-19 5522130 12637.78 5733821 8200

2019-20 5668800 10818.39 5906250 7138

2020-21 5898650 11744.84 6095822 7903

2021-22 6198700 11647.65 6416837 7837

2022-23 6448700 11181.74 6737852 7524

Ixi. It is prayed that the Hon’ble Commission may examine this aspect.

TS Discoms would like to state that sales projections
for FY 2021-22 H2 and FY 2022-23 have been made by
calculating the CAGR for the respective discoms for
over a period from 1 year CAGR to 5 year CAGR.
Further an appropriate CAGR is considered for
predicting sales for respective years.

Projecting sales only on the basis of last year's sales
growth would not give a perfect picture. Thus CAGR
methodology is followed which takes care of the
historical trend. Also load additions in the coming
years have also been considered, this is the reason we
are able to see higher sales projections.

Following table shows the CAGR for the past 5 years
for FY 2022-23 for LT Dom. category

FY23 1YCAGR | 2YCAGR | 3YCAGR | 4YCAGR | 5YCAGR

TSSPDCL 5.45% 5.14% 4.47% 2.98% 3.65%

TSNPDCL 6.73% 6.88% 7.44% 5.72% 5.17%

Considering the above rates TSSPDCL have adopted a
nominal growth rate of 7% & TSNPDCL have adopted
a 3Y CAGR of 7.44% for projecting LT Dom. Sales

Regarding HT 33 kV sales - The total sales for TSSPDCL
for FY2022-23 is 7156 MUs out of which 487 MUs are
due to additional loads coming up, similarly for
TSNPDCL Total 33 kV sales is 649 MUs which is derived
after considering Singareni Load reductions. Thus TS
Discoms have tried the best approach to predict the
sales for FY 2021-22 H2 and 2022-23, additional
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upcoming loads have also been considered due to
which we are able to see higher sales projections.

TS Discoms would like to state that the assessment of
agricultural consumption is done every month, as per
the ISI methodology, approved by the Hon’ble
Commission and the same are submitted to the
Hon’ble TSERC. For this purpose, the sample for each
capacity (i.e., kVA rating) is chosen using a random
sampling procedure. The consumption of each of
these sample DTRs are measured each month. The
average consumption per DTR is then estimated from
the total consumption of all the sample DTRs in each
circle. The average DTR consumption of each capacity
of DTR population is the basis for extrapolation of the
agricultural consumption.

TS Discoms are expecting that the sales of agriculture
category will decrease with upcoming LIS Loads as
these two are complementary things, i.e. Increase in
LIS consumption would provide easy accessibility for
water and help agriculture consumers to pump the
water by consuming a lesser amount of energy.

Projecting LIS sales consist of a high amount of
unpredictability, availability of water is an important
factor. However, LIS sales are projected by
considering the current pumping stations loads on
Krishna & Godavari river and any upcoming
additional loads. These loads are further considered
to be operating only at a 60% load factor. Thus, if all
conditions work fine LIS loads would generate the
projected LIS Sales consumption and would also
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affect the agriculture sales causing it to decrease
marginally.

Thus, TS Discoms have considered a past reference
i.e. CAGR while projecting sales for LT Agriculture.

12

GOVERNMENT OF TELANGANA SUBSIDY

Ixii.  As per the Retail Supply Tariff (RST) Order for FY 2018-19, the Hon’ble Commission
has approved the subsidy requirement as shown below:

6.9.5  The details of subsidy requirement computed by the Commission is as shown in the
Table below:
Table 6.6: Subsidy for FY 2018-19 (Rs. crore)
S.No.| Consumer category SPDCL NPDCL Total
1 LT I: Domestic 267.03 969.62 1236.64
2 LT V: Agriculture 1130.48 3284.52 4415.00
3 Sub-total 1397.50 4254.14 5651.64
4 | RESCO (4.1+4.2) - 288.82 288.82
4.1 LT I: Domestic - 16.39 16.39
4.2 LT V: Agriculture - 272.44 272.44
3+4 Total 1397.50 4542.96 5940.47
Ixiii. It is pertinent to mention that the Hon’ble Commission in the Retail Supply Tariff

(RST) Order for FY 2018-19 had stated that in case of non-commitment by GoTS for the
release of the said differential amount by 30.09.2018, the DISCOMs shall file Petition(s)
before the Commission seeking appropriate relief. The relevant paragraphs of the Retail
supply order for FY 2018-19 towards administration of subsidy are reproduced below:

“6.9.3 As against the subsidy requirement of Rs. 5940.47 crore computed by the
Commission for FY 2018-19, GoTS has informed that an amount of Rs. 4984.30 crore has
been provisioned in the Budget, for reimbursement towards agriculture and allied subsidy
for FY 2018-19 and the balance amount will be examined at appropriate time. Taking

cognizance of the communication of GoTS, the Commission determines the Retail Supply

Reply to Ixii to Ixvi

GoTS has already infused the equity of INR 9,161 Cr.,
in addition to the subsidy, which is improving the cash
flows of Discoms.

TS Discoms would like to clarify that GoTS is also
infusing the equity which is improving the cash flows
of Discoms.

This equity infusion has compensated the subsidy
shortfall in FY 2018-19, FY 2019-20.

From FY 2020-21 onwards, TS Discoms have been
timely receiving the GoTS subsidy (as per FY 2018-19
Tariff Order), without any shortfall.

TS Discoms disagree with the assumption considered
by the objector for subsidy shortfall in FY 2021-22, due
to the lack of sufficient information, and using the
same to making an incorrect statement on subsidy
shortfall, just to build their argument.

The quarterly audited accounts are available on the
Discoms’ website.
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Tariffs to be applicable for FY 2018-19, the same as per the Reference Tariff Schedule
indicated above.

6.9.4 The DISCOMs should positively pursue for the release of the differential amount
between the subsidy requirement communicated by the Commission vide its letter dated
28.02.2018 and the provisional subsidy amount communicated by GoTS vide its letter dated
24.03.2018. In case of non-commitment by GoTS for the release of the said differential
amount by 30.09.2018, the DISCOMs shall file Petition(s) before the Commission seeking
appropriate relief. The Commission shall take an appropriate view based on the scrutiny of
the said Petition(s) of the DISCOMs”

(Emphasis supplied)

Ixiv.  Itis observed from the Audited Accounts of TSSPDCL and TSNPDCL for FY 2018-19
that there has been a shortfall in the subsidy amount received from the Government of
Telangana. Observably, this has been repeated for FY 2019-20 as well.

Ixv.  To the best of the Objector’s knowledge, despite the clear direction of the Hon’ble
Commission to file a Petition seeking appropriate relief in case of non commitment by GoTS
for the release of the said differential amount towards subsidy, the Petitioners have
apparently not filed any such Petition. It is prayed that the Hon’ble Commission may take
cognizance of such neglect of the Petitioners and reprimand them.

Ixvi.  The Objector has computed the shortfall in subsidy receivable from the GoTS for FY
2018-19 to FY 2021-22, as shown below:

Subsidy received from GoTS as per Audited
Subsidy claimed by Petitioner Accounts Shortfall
FY
TSSPDCL TSNPDCL Total TSSPDCL TSNPDCL Total TSSPDCL TSNPDCL Total
FY19 1,397.50 4,254.15 5,651.65 1,172.56 3,569.40 4,741.96 224.94 684.75 909.69
FY20 1,397.50 4,254.15 5,651.65 1,172.00 3,569.40 4,741.40 225.50 684.75 910.25
FY21 1,397.50 4,254.15 5,651.65 1,397.50 4,254.15 5,651.65
FY22* 1,397.50 4,254.15 5,651.65 - - - 1,397.50 4,254.15 5,651.65
Total 5,590.00 17,016.60 22,606.60 3,742.06 11,392.95 15,135.01 1,847.94 5,623.65 7,471.59
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*Note: Due to lack of Audited Accounts for FY 2021-22, the subsidy received from GoTS
has been taken as nil

Ixvii.  Notwithstanding the above, since the actual ACoS and Sales have changed from that
approved for the Retail Supply Order for FY 2018-19, it is submitted that the actual subsidy
requirement for FY 2018-19, FY 2019-20, FY 2020-21 and FY 202122 is also different from
that approved as per Retail Supply Order for FY 2018-19. Accordingly, the Objector has
assessed the indicative subsidy requirement based on the sales (actual for FY 2018-19, FY N _
2019-20, FY 2020-21, FY 2021-22 (H1) & projected for FY 2021-22 (H2)) of respective | JERIY 0 Ixvii, Ixviii & Ixix
categories, the Average cost of supply and the revenue at the retail supply tariff:

While, TS Discoms understand the intention of the

\ TSSPDCL objector for computing the subsidy requirement,
Subsidy though, they haven’t considered the positive cross-
Sales (LT-l & ACoS as per Revenue realized(LT-I Requirement as per | g hqiqy Claimed by subsidy element that may be generated by the
LT-V) Petitioner &LTV) actual ACoS and Petitioner H H
FY Sales consumer categories with ABR more than the ACoS.
Such cross-subsidy shall reduce the subsidy
MU Rs./kWh Rs. Crore Rs. Crore Rs. Crore requirement to a certain extent
2018-19 20739.14 5.91 3,818.92 8,437.91 1,397.50 q '
201920 | 1952804 691 420810 928578 1,397.50 As per the existing practice, the Hon’ble Commission
2020-21 20656.69 7.17 4,257.00 10,553.84 1,397.50 Computes the ACOS-ABR IeveI for each consumer
202122 | 2088459 712 4382.00 10.487.83 1,397.50 category, and after adjusting the positive and negative
cross-subsidy throughout, arrives at the revenue gap
TSNPDCL and tries to balance the same with the GoTS subsidy
Subsidy :
: commitment.
Sales (LT-1 & ACoS as per Revenue realized(LT-I Requirement as per | supsidy Claimed by €
FY LT-V) Petitioner &LTV) actual ACoSand Petitioner
Sales TS Discoms shall abide by the directions given by the
MU Rs./kwh Rs. Crore Rs. Crore Rs. Crore Hon’ble Commission, and the subsidy commitments
2018-19 11396.86 6.31 1,179.81 6,011.61 4,254.15 by the Govt of Telangana In thls regard
2019-20 10685.12 7.07 1,351.60 6,202.78 4,252.15
2020-21 11672.05 7.20 1,536.00 6,867.88 4,254.15 TS Discoms shall also improve its revenue by the
2021-22 11801.44 7.56 1,588.00 7,333.89 4,254.15

following measures —

Ixviii. The Objector submits that the subsidy requirement for LT | and LT V categories
ought to be based on the projected sales of respective categories and the Average cost of
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supply. As per the Objector, the subsidy receivable from Govt. of Telangana for FY 2022-23
is of the tune of Rs. 8,523.91 Crores for TSSPDCL and Rs. 5,319.30 Crores for TSNPDCL.

Subsidy requirement for TSSPDCL for FY 2022-23

ACoS Projected Rev Subsid
Energy Sales computed by Cost to Serve enue Re uiremi/ent
Consumer Objector* Assessment q
Categories MU Rs./KWh Rs. Crore Rs. Crore Rs. Crore
A B C=AxB/10 D E=C_D
LT (Domestic) 9,883.53 6.27 6,199.91 4,632.45 1,567.46
LT Agriculture 11,181.74 6.27 7,014.28 57.82 6,956.45
Total 21,065.27 13,214.18 4,690.27 8,523.91
Subsidy requirement for TSNPDCL for FY 2022-23
. ACoS Costt Projected Re
Szleergy computed S(();veo venue Subsidy Requirement
Consumer by Objector Assessment
Categories MU Rs./kWh Rs. Crore Rs. Crore Rs. Crore
C=AxB/ B
A B 10 D E=C-D
LT (Domestic) 4,258.99 5.95 2,534.74 1,637.35 897.39
LT Agriculture 7,523.81 5.95 4,477.79 55.88 4,421.91
Total 11,782.80 7,012.53 1,693.23 5,319.30

*Note: The ACoS as computed by the Objector has been provided in the forthcoming
sections.

Ixix. ~ The Objector humbly submits that the Hon’ble Commission may consider the
shortfall of subsidy receivable from the State of Telangana for FY 2018-19 till FY 2021-22
and the Subsidy Requirement for FY 2022-23 as assessed by the Objector (at paragraphs Ixvi
and Ixvii respectively of the instant Objections) for the Telangana Discoms and allow the
same in the instant proceedings towards the ARR for FY 2022-23 in line with the Section 65
of the Electricity Act, 2003.

e Conversion of remaining 20% non-IRDA
services to IRDA services, leading to increase in
Billing Efficiency
TS Discoms are preparing a scheme for installation of
smart meters in a phased manner.

13

PROPOSED TARIFF HIKE AND CROSS SUBSIDY

Ixx. ~ The Telangana Discoms have proposed a significant hike in the tariff of all categories
(except agriculture). The Objector submits that the State Government is free to provide

TS Discoms would like to state that the last tariff hike
approved by the the Hon’ble commission was in FY
2016-17, While, it has been five years now since the
last tariff hike, but in the said duration, all the costs
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subsidised or free power to any class of consumers. However, it should provide full and
commensurate subsidy in such cases and there is no occasion to subsidise the cost of
supplying free power / subsidised power by imposing the burden on the industrial
consumers through cross subsidy. The Objector submits that the proposed tariff hike
increases the Cross-subsidy % beyond the permissible range of + 20% as per the Tariff Policy,
2016.

\s per TSSPDCL Claim
Cross subsidy level
Category Cross supsidy level @Existing Cross sub;idy level @Proposed w. r??&?gssﬁv:i’cs‘reiféos
tariff w.r.t. ACoS tariff w.r.t. ACoS
HT 1 -11kV 13% 34% 41%
HT I - 33kV 4% 29% 59%
HT |- 132 kV -15% 9% 48%
s per TSNPDCL Claim
HT I-11kV 17% 38% 64%
HT I - 33kV 10% 31% 56%
HT 1 - 132 kV -14% 5% 26%

Ixxi.  The Objector opposes the tariff hike proposed by the Telangana Discoms as the same
is violative of the Electricity Act, 2003 and Tariff Policy, 2016.

Ixxii. ~ Accordingly, ‘Revenue changed through proposed tariff (incl. Cross Subsidy
Surcharge & Additional Surcharge)’ as claimed by Petitioners in their instant Petitions,
amounting to Rs. 5,044.27 Crores for TSSPDCL and Rs. 1,786.63 Crores ought to be
disallowed.

incurred by TS Discoms in terms of Power purchase
cost, Transmission and Network cost etc. have
increased significantly, leading to a constantly
increasing revenue gap.

Covid Pandemic and also subsequent second wave has
greatly impacted the finances of Discoms. The Policies
of the Government of India have also led to the
increase in costs due to clean cess, coal costs, railway
freight etc.

In order to meet the revenue gap, Discoms have tried
various methods including improving own operational
efficiencies. The said revenue gap could be met by
increasing the variable charges, fixed charges,
customer charges etc.

TS Discoms shall also improve its revenue by the
following measures —

. Conversion of remaining 20% non-IRDA
services to IRDA services, leading to increase in Billing
Efficiency

. TS Discoms are preparing a scheme for
installation of smart meters in a phased
mannerPrepaid metering of its services, as per the
timelines for replacement of existing meter with smart
meters with prepayment feature, in accordance with
the Gol notification.

TS Discoms have proposeddone deliberate
considerations, while proposing the tariff hikes for
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different consumer categories and their respective
sub-slabs. TS Discoms have carried out rigorous
analysis on tariffs for various categories across states
in India. It was found that the tariff for major LT and
HT categories across voltage levels in all other major
states in India like Gujarat, Uttar Pradesh, Madhya
Pradesh, Rajasthan, Punjab, Maharashtra, Delhi, West
Bengal etc. are higher as compared to Tariffs in
Telangana.

Hence, TS Discoms believe that the proposed tariff
hike is inevitable and justified to improve its financial
condition and better customer serviceand accordingly
request the Hon’ble Commission to approve the same
after due regulatory proceedings.

14

ADDITIONAL SURCHARGE

Ixxiii. The Petitioner has stated that it has filed Petition before Hon’ble Commission for
determination of Additional Surcharge for first Half (H1) of 2022-23 on 29.11.2021 in
accordance to the TSERC order in OP No. 23 of 2020 dated 18.09.2020.

Ixxiv. Accordingly, the Petitioner has estimated revenue from Additional Surcharge
considering the proposals filed for H1 of FY22-23 at Rs. 4.06/kWh & the proposals filed for
H2 of FY21-22 at Rs. 2.34/kWh for H1 & H2 of FY22-23 respectively.

Ixxv.  The Objector submits that these rates are not tenable and nowhere in line with the
Additional Surcharge rates approved by the Hon’ble Commission for FY 2021-22 H2 which
was Rs. 0.96/kWh and for previous years, which was Rs. 0.52/kWh. It is submitted that the
Hon’ble Commission may disallow any arbitrary revenue increase on account of such
exaggerated Additional Surcharge rates claimed by the Petitioner.

Ixxvi. Furthermore, the Objector hereby brings to the notice of the Hon’ble Commission
that there were several inadvertent errors apparent in the TSERC Order dated 24.12.2021
in O.P. No. 48-51 and IA No. 21-24 pertaining to computation of Additional Surcharge (AS)

The Hon’ble Commission in its order in OP No.23 of
2020 (pg 12) opined that the methodology of AS
computation was approved in the Order dated
13.12.2017 in  1.LA.NN0s.22&23 of 2017 in
0.P.N0s.22&23 of 2016 respectively (AS Order for
FY17-18) and the same have attained finality.

The Discoms have duly adhered to the Commission's
order in OP No.23 of 2020 for determining the
Additional Surcharge for H1 & H2 of FY21-22 and
hence, proposed AS of Rs.2.01/unit and Rs.2.34/unit
for H1 & H2 of FY21-22. Hon’ble commission after
considering the rebatte of 60% have allowed the AS of
Rs. 0.96/unit for 2021-22 H2.

Similarly, for determining AS for H1 & H2 of 2022-23,
TS Discoms have followed the same methodology as
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for H1 and H2 for TSSPDCL and TSNPDCL respectively. The same are described in brief as
follows:

. Fixed charges for stranded capacity: Strict prudence check of fixed charges for
stranded capacity in terms of the regulatory process had to be carried out, but instead the
amount recorded in the Audited Accounts has been taken at face value.

. Inter-State Transmission Charges and SLDC Charges and

Distribution Charges: In the case of transmission charges, only intrastate transmission
charge ought to have been considered for the determination of Additional Surcharge.
Despite this, it is observed that inter-state transmission charges and SLDC charges, have
been considered.

Further, the Distribution Cost at 11 kV, computed approximately as Rs. 0.69/unit, ought to
be considered for the computation of Additional Surcharge, but instead the Hon’ble
Commission has used Rs. 0.87/kWh.

approved by the commission in its order OP No.23 of
2020 for determining the Additional Surcharge

[xxvi.

Fixed charges: The Discoms had paid the fixed charges
for the respective period as per the terms and
conditions of PPAs and TSERC Regulation Terms and
Conditions of Generation Tariff i.e., Reg. No. 1 of 2019

Inter-State Transmission Charges and SLDC Charges
and Distribution Charges:

Hon’ble Commission in its order OP No.23 of 2020 (pg
12) opined that the methodology of AS computation
was approved in the Order dated 13.12.2017 (which
considers both intra & inter state transmission
charges)

Hon’ble Commission also considered the same for
determination of AS for FY 2018-109.

There is no rationality in considering intra state
transmission charges alone, as the Discoms have long
term power purchase commitments with both intra
and interstate generators thereby utilizing the intra
and interstate transmission corridors. And, further the
backing down of generation is not limited to intrastate
generators alone. Hence, the transmission charges
that are considered in totality are justified in arriving
at per unit transmission charge

The licensee computes the per unit Distribution cost in
consonance with the commission's order in OP No.23
of 2020 dated 18.09.2020 and order for AS for FY17-
18 dated 13.12.2017. It is also pertinent to mention
that, the Hon’ble Commission considered the
approved Distribution cost of FY16-17 i.e., Rs. 3,658.15
Cr. in arriving at the per unit distribution cost of
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Rs.0.71 per unit in the order for AS for FY17-18. In a
similar way, the licensee has considered the approved
distribution cost by the Hon’ble Commissionin arriving
the per unit distribution cost for 2021-22 and 2022-23
AS computation.

15

SUMMARY OF OBJECTOR’S ASSESSMENT OF ALLOWABLE ARR FOR FY 2022-23

Ixxvii. The ARR as per Objector’s assessment vs Petitioner’s submission are provided

below:

Summary of ARR for TSSPDCL for FY 2022-23

(All figures in Rs. Crores)

Particulars Petitioner's Claim Ag)sbésescrt;)(;:t Disallowance
Transmission Cost 2,383.64 2,383.64

SLDC Cost 31.67 31.67

Distribution Cost 4,670.72 3,269.50 1,401.22
PGCIL & ULDC Expenses 1,160.55 1,062.96 97.59
Network and SLDC Cost (A) 8,246.58 6,747.77 1,498.81
Power Purchase / Procurement Cost 26,411.20 24,476.25 1,934.95
Interest on Consumer Security Deposits 174.75 174.75

Supply Margin in Retail Supply Business 37.65 37.65

Other Costs if any

Supply Cost (B) 26,623.60 24,688.65 1,934.95
Aggregate Revenue Requirement (A+B) 34,870.18 31,436.42 3,433.76
Non-Tariff Income 33.10 810.02 -776.92
Net Revenue Requirement 34,837.08 30,626.40 4,210.68
Sales (MU) 48,822.80 48,822.80

ACOS (Rs./kwWh) 7.14 6.27 0.86

Total Revenue

TS Discoms have responded to the item-wise
disallowances proposed by the objector, in the
abovementioned sections, and would request the
Hon’ble Commission to consider the projections
shared by Discoms, considering the justifications
shared on the same.

TS Discoms believe that there would be a revenue gap
at the existing tariffs and the same has to be met by
proposing revenue hike.

The last tariff hike was done five years ago and hence,
TS Discoms believe that the proposed tariff hike is
inevitable and justified to improve its financial
condition and better customer serviceand accordingly
request the Hon’ble Commission to approve the same
after due regulatory proceedings.
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Revenue at Existing Tariffs (without considering the
Government subsidy u/s 65 of the Electricity Act,

25,708.48 25,708.48 -
2003)
Revenue Deficit(-)/Surplus(+) at Current Tariffs

-9,128.60 -4,917.92 -4,210.68
Government Subsidy u/s 65 of the Electricity Act,
2003 1,397.50 8,523.91 -7,126.41
Net gap — Deficit(-)/Surplus(+) -7,731.10 3,605.99 -11,337.09
Revenue changed through proposed tariff
(incl. Cross Subsidy Surcharge & Additional 5,044.27 R 5,044.27
Surcharge)
Shortfall in Government Subsidy u/s 65 of the
Electricity Act, 2003 for FY 2018-19 - 224.94 -224.94
Shortfall in Government Subsidy u/s 65 of the
Electricity Act, 2003 for FY 2019-20 - 225.50 -225.50
Shortfall in Government Subsidy u/s 65 of the
Electricity Act, 2003 for FY 2020-21 ° ° °
Shortfall in Government Subsidy u/s 65 of the
Electricity Act, 2003 for FY 2021-22 - 1,397.50 -1,397.50
Net gap — Deficit(-)/Surplus(+) after
Tariff Hike -2,686.83 5,453.93 -8,140.76

Summary of ARR for TSNPDCL for FY 2022-23
Petitioner's Objector's

Particulars Claim Assessment Disallowance
Transmission Cost 1,005.43 1,005.43 -
SLDC Cost 13.23 13.23 -
Distribution Cost 3,601.25 2,520.88 1,080.38
PGCIL & ULDC Expenses 484.45 443.72 40.73
Network and SLDC Cost (A) 5,104.36 3,983.25 1,121.11
Power Purchase / Procurement Cost 13,003.88 11,925.95 1,077.93
Interest on Consumer Security Deposits 49.09 49.09 -
Supply Margin in Retail Supply Business 26.04 26.04 -

Other Costs if any
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Supply Cost (B) 13,079.01 12,001.08 1,077.93
Aggregate Revenue Requirement (A+B)

18,183.37 15,984.33 2,199.04
Non-Tariff Income 29.41 567.18 -537.77
Net Revenue Requirement 18,153.96 15,417.15 2,736.81
Sales (MU) 25,904.66 25,904.66 -
ACOS (Rs./kWh) 7.01 5.95 1.06
Total Revenue
Revenue at Existing Tariffs (without considering the
Government subsidy u/s 65 of the Electricity Act, 10,702.76 10,702.76 :
2003)
Revenue Deficit(-)/Surplus(+) at Current Tariffs

-7,451.20 -4,714.39 -2,736.81
Government Subsidy u/s 65 of the Electricity Act, 2003

4,254.15 5,319.30 -1,065.15

Net gap — Deficit(-)/Surplus(+) -3,197.05 604.91 -3,801.96
Revenue changed through proposed tariff (incl. Cross
Subsidy Surcharge & Additional Surcharge) 1,786.63 ) 1,786.63
Shortfall in Government Subsidy u/s 65 of the
Electricity Act, 2003 for FY 2018-19 - 684.75 -684.75
Shortfall in Government Subsidy u/s 65 of the
Electricity Act, 2003 for FY 2019-20 - 684.75 -684.75
Shortfall in Government Subsidy u/s 65 of the
Electricity Act, 2003 for FY 2020-21 - - -
Shortfall in Government Subsidy u/s 65 of the
Electricity Act, 2003 for FY 2021-22 - 4,254.15 -4,254.15
Net gap - Deficit(-)/Surplus(+) after Tariff Hike

-1,410.42 6,228.56 -7,638.98

Summary of ARR for Telangana State for FY 2022-23

(All figures in Rs. Crores)
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Particulars Petci'I[;(i):qer's Agfg;c,?é:t Disallowance
Transmission Cost 3,389.07 3,389.07 -
SLDC Cost 44.90 44.90 -
Distribution Cost 8,271.97 5,790.38 2,481.59
PGCIL & ULDC Expenses 1,645.00 1,506.67 138.33
Network and SLDC Cost (A) 13,350.94 10,731.02 2,619.92
Power Purchase / Procurement Cost 39,415.08 36,402.20 3,012.88
Interest on Consumer Security Deposits 223.84 -
Supply Margin in Retail Supply Business 63.69 -
Other Costs if any - -
Supply Cost (B) 39,702.61 36,402.20 3,012.88
Aggregate Revenue Requirement (A+B)

53,053.55 47,133.22 5,632.80
Non-Tariff Income 62.51 1,377.20 -1,314.69
Net Revenue Requirement 52,991.04 45,756.02 6,947.49
Sales (MU) 74,727.46 74,727.46
ACOS (Rs./KWh) 7.09 6.12 0.97
Total Revenue
Revenue at Existing Tariffs (without considering the
Government subsidy u/s 65 of the Electricity Act, 36,411.24 36,411.24 :
2003)
Revenue Deficit(-)/Surplus(+) at Current Tariffs

-16,579.80 -9,632.32 -6,947.49
Government Subsidy u/s 65 of the Electricity Act, 2003

5,651.65 13,843.21 -8,191.56

Net gap — Deficit(-)/Surplus(+) -10,928.15 4,210.89 -15,139.05
Revenue changed through proposed tariff
(incl. Cross Subsidy Surcharge & 6.830.90 : 6.830.90

Additional Surcharge)
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Shortfall in Government Subsidy u/s 65 of the

Electricity Act, 2003 for FY 2018-19 909.69

-909.69

Shortfall in Government Subsidy u/s 65 of the

Electricity Act, 2003 for FY 2019-20 -910.25

910.25

Shortfall in Government Subsidy u/s 65 of the
Electricity Act, 2003 for FY 2020-21

Shortfall in Government Subsidy u/s 65 of the

Electricity Act, 2003 for FY 2021-22 5,651.65

-5,651.65

Net gap — Deficit(-)/Surplus(+) after Tariff Hike

-4,097.25 11,682.48 -15,779.74

Ixxviii. From the above analysis, it is observed that instead of an ARR deficit, rather, there is
an ARR Surplus. On account of the same, there arises ought to be a tariff reduction instead
of the tariff hike as proposed by the discoms. It is prayed that the Hon’ble Commission may
allow tariff reduction accordingly.

16

PROPOSED TIME OF DAY TARIFF

Ixxix. The Petitioner has proposed to reduce the ToD incentive for off-peak hours (10 PM
to 6 AM) from Rs.1/unit to Rs.0.50/unit for the applicable categories viz.,

HT-I Industrial, HT-II Others, HT-III Railways, Bus Stations & Airports and HTIX EV Charging
Stations. However, the Peak hours’ charges are the same i.e. Rs. 1/unit. This translates into
29% hike in off-peak energy charges for HT consumers along with the proposed Tariff hike.

Ixxx.  Furthermore, the Petitioners have failed to provide the load demand curves,
scenario analysis, etc. for the proposed ToD Tariff mechanism.

Ixxxi. ToD cannot be a mechanism for the tariff hike. ToD is meant for Demand side
management. Thus, it is prayed that the ToD Tariff proposed by the Petitioners may be
disallowed.

In Telangana ToD (time of day tariff) was introduced as
a demand management tool to address the issue of
expensive power purchases made to cater to the
demand during the peak hours.

Later in 2016-17 tariff order the commission
introduced the TOD Off peak incentive (Rs. -1/unit) for
the consumers Time of Day tariff to aid in flattening of
the day load curve while incentivizing off-peak hour
consumption.

TS Discoms have carried out an analysis on TOD Sales
for HT Ind. & HT Other categories for Peak, off Peak
and Normal timings.

It is observed that since the introduction of off-peak
incentives there has been a shift of consumption from
normal timings to the off-peak hours. In 2016-17
consumption during normal timings was 54%, which
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has been reduced to 34% for 2020-21. In line with the
same consumption in off peak hours during 2016-17
was 21%, which has increased to 33% for 2020-21.
Considering the above scenario TS Discoms are losing
on the revenue.

Further, Sales during peak hours didn’t shift to the off-
peak hours as much as expected since major industries
are continuous loads operated during the peak hours
which are not feasible being operated during off peak
hours.

Keeping demand side management & Revenue
requirements in mind TS Discoms have proposed to
reduce the off peak incentive from Rs. 1/unit to Rs.
0.5/unit.

Further, TS Discoms shall abide by the directions given
by the Hon’ble Commission.

17

PROPOSED CROSS SUBSIDY SURCHARGE

Ixxxii. The Petitioners have proposed the following Cross Subsidy Surcharge for FY 2022-
23:

Cross Subsidy Surcharge (Rs./kWh)
HT - Industry
TSSPDCL TSNPDCL
11 kv 191 1.03
33 kV 1.70 1.84
132 kv 1.55 1.47

Ixxxiii. As can be inferred from the table above, the Petitioner has proposed the CSS for HT
consumers (esp. HT Industry- 33kV and 132 kV) above the maximum allowable limit as per
the Tariff policy, as shown below:

(All figures in Rs./kWh)

As per the Section 8.3 of the Tariff Policy 2016, “the
Appropriate Commission would notify a roadmap such
that tariffs are brought within £20% of the average
cost of supply”. It is to be clarified that as per the
above mentioned clause, the tariffs are to be brought
within 20% of the ACoS and not within the Category
based CoS.
Further the TS Discoms while determining the CSS for
all categories have taken minimum of
20% of category ABR and,
e CSS calculated as per the methodology stated
in the amended National Tariff Policy notified
by the Ministry of Power on 28th January 2016
for determination of the cross-subsidy
surcharge.
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Max
g(t:;‘)esctor's as per Max Tariff as per CSS allowable
Discom )
NTP 2016 (+20%) (20% of Max
Assessment
Tariff)
TSSPDCL 6.27 7.53 1.51
TSNPDCL 5.95 7.14 1.43

Ixxxiv. The Objector prays that the Hon’ble Commission may rationalize the tariffs for
industrial consumers and consequently, the cross-subsidy surcharge in adherence to the
mandate of the National Tariff Policy, 2016. The relevant extract of the National Tariff Policy,
2016 is reproduced below:

“8.3 Tariff design: Linkage of tariffs to cost of service

2. For achieving the objective that the tariff progressively reflects the cost of supply of
electricity, the Appropriate Commission would notify a roadmap such that tariffs are
brought within £20% of the average cost of supply. The road map would also have
intermediate milestones, based on the approach of a gradual reduction in cross subsidy.

Surcharge formula:

Provided that the surcharge shall not exceed 20% of the tariff applicable to the category of
the consumers seeking open access.”

(Emphasis supplied)

18

PARALLEL OPERATION CHARGES/GRID SUPPORT CHARGES

The Captive Power Plants continue to get connected
to the licensee network system and operate their plant
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Ixxxv. The Petitioners in their instant Petitions have sought the introduction of Parallel
Operation Charges/Grid Support Charges (GSC). The relevant extract of the Petition is
reproduced below:

“Proposal for Determination of Grid Support Charges for Telangana — FY 2022-23

Based on the above submissions, the licensee feels that there is a need to levy Grid support
charges on the Captive consumers in its area, for the benefits they are availing during its
parallel operation with the licensee grid network. For the time being, the licensee humbly
requests to the Hon’ble Commission to consider the methodology adopted in the APERC
order

08.02.2002 and subsequently upheld by Supreme Court via judgment dated 29.11.2019 as
below “Persons operating Captive Power Plants (CPPs) in parallel with T.S. Grid have to pay
‘Grid Support Charges’ for FY 2022-23 on the difference between the capacity of CPP in kVA
and the contracted Maximum Demand in kVA with Licensee and all other sources of supply,
at a rate equal to 50% of the prevailing demand charge for HT Consumers. In case of CPPs
exporting firm power to TSTRANSCO, the capacity, which is dedicated to such export, will
also be additionally subtracted from the CPP capacity.”

Ixxxvi. The Hon’ble APERC, vide its Order dt. 08.02.2002, had approved the levy of GSC @
50% of the applicable Demand Charges on the differential between the CPP capacity in KVA
and the aggregate of the Contracted Minimum Demand (CMD) of the Captive Power Plant
(CPP), quantum of power from other sources and also committed export quantum to the
Grid, if any. The prevalent Demand Charges at the time were Rs. 170/kVA/Month.

Ixxxvii. Aggrieved, the matter was taken to the High Court and consequently to the
Supreme Court. The Hon’ble Supreme Court, vide its Judgement dated

29.11.2019, upheld the right of the then Hon’ble APERC to approve the levy of GSC. During
the pendency of the matter before the Supreme Court, Hon’ble APERC considered the
matter of GSC while approving ARRs filed by DISCOMS/TRANSCO however without
recognizing any revenue from GSC in the ARRs till FY 2008-09. No orders were issued in this
matter.

in synchronism with the grid due to certain benefits
which cannot be physically measurable. Thus the grid
acts as the supporting system for the CPPs for its
successful operation in terms of electrical
performances. However, the grid support being an
ancillary service extended by the licensee to the
consumers, it has to be charged to the consumers who
utilize the grid support.

The grid support charges methodology which was
approved in Tariff Orders up to FY 2008-09 is adopted
and proposed for the FY 2022-23.

As per the proposed grid charges conditions, the grid
support charges will not be levied the entire capacity
of CPP and it will be levied only on differential capacity
between CPP capacity and CMD with Distribution
Licensee. However, if the Captive Plant Capacity is less
than or equal to contracted maximum demand with
licensee, such captive power plant capacity will not
attract grid support charges.

Grid Support charges computation example:

Captive Capacity = 100 MVA = 100,000 kVA .....[a]
CMD with Distribution licensee = 90 MVA = 90,000
kVA.....[b]

Differential capacity = [a-b] = 10 MVA = 10,000 kVA

...[c]
GSC (Rs. Cr.) = ¢ * 50% of Demand charges
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Ixxxviii. The Petitioners, in their instant ARR Petitions for FY 2022-23, have proposed hiked
up Demand Charges of Rs. 475/kVA/Month. The Petitioners, have also proposed that GSC
should be levied @ 50% of the Demand Charges by the CPPs availing parallel operations.
The levy is proposed on the differential between CPP capacity in KVA and the aggregate of
CMD of CPP, drawl of power from other sources and committed export quantum. At the
outset, Objector submits that the method of computation of GSC proposed by the
Petitioners is itself baseless and arbitrary, and the consequent rate is exorbitantly high.

Ixxxix. Itissubmitted that the GSC of other states such as Chhattisgarh, Gujarat and Madhya
Pradesh, are in the range of Rs. 20-26.50/kVA/Month and the same have been approved
only after due prudence check through third party analysis whether the Grid suffers any
forbearance in providing parallel operations of CPPs.

XC. The Objector submits that the original proposal for GSC was proposed by the Hon’ble
APERC during the 1999-2002, when the Electricity Act was not in force. The Electricity Act
came into force from 2003 and Section 9 of Electricity Act does not differentiate between
CGP and IPP as far as grid connectivity is concerned and hence both ought to be treated
equitably from the viewpoint of grid connectivity and support. Furthermore, during the time
of original proposal for GSC, the generation shortfall was prevailing and the TSDISCOMS
were going through occasional R&C periods and frequency fluctuations, etc. However, the
Telangana Grid has since improved in Grid size, availability of power and attained stability
and is one of the few Grids in the country engaged in export of power on a steady basis.

xci.  The Grid situation therefore needs to be thoroughly reviewed with reference to the
fact whether the Grid suffers any forbearance in providing parallel operations of CPPs. Such
a review/study ought to be conducted on an armslength basis by an independent third
party, taking into account the actual power harmonics, fault currents or load throwbacks as
claimed by TSDISCOMS and also to arrive at a justifiable and reasonable charge based on
actual cost / damage suffered by the Grid, if any, in providing such parallel operations to
CPPs.

xcii.  In light of the same, it is prayed that the Hon’ble Commission may appoint an
independent third party for conducting a thorough study of the grid for the necessity,
evaluation and derivation of a reasonable rate towards Grid Support Charges. Till such

=10000 * (50% of say Rs. 475) / 107
=Rs. 0.2375 Cr./ month

Comparison of GSC with other states like Madhya
Pradesh, Gujarat, Tamil Nadu, Chhattisgarh

Consider GSC @ Rs. 25 / kVA / month
Captive Capacity = 100 MVA = 100,000 kVA
GSC (Rs. Cr.) =25 *100000 / 10°7

=Rs. 0.25 Cr. / month

Thus GSC determined by TS Discoms is very much
justifiable.

After enactment of Electricity Act 2003 also, the
Hon’ble erstwhile APERC has approved grid support
charges in respective Tariff Orders up to FY 2008-09.

In view of the additional benefits than the normal
other consumers, the CPPs who intended to use and
benefit from parallel operation need to compensate
through Grid Support charges.
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independent study is conducted and results discussed with stakeholders through a
consultation process, the GSC may not be imposed.

19

FACILITATION CHARGES FOR OPEN ACCESS CONSUMERS

xciii. ~ The Petitioners have also proposed ‘Facilitation Charges for Open Access Consumers’
under their ‘Other Tariff proposals’:

“Further, the cost implications on the Discom for facilitating Open Access to the
Consumer/Generator are presented below:

> More no. of skilled officials are involved at each stage of processing of open access
facility to the Consumer/Generator like processing of application, study of network to
provide feasibility, installation and commissioning of 3no.s ABT meters and metering
equipments, its NABL and Periodical testing and an exclusive team of Engineers for analysis
of ABT Meter dumps and Deviation settlements of energy of Open Access
consumers/Generators. This will cause additional man hours involved in granting open
access facility which in turn imposes the additional cost to the DISCOM.

> Along with the additional cost on employee, it also imposes material cost like ABT
meters special testing kits, MRIs and Laptops to collect the data from ABT meters, Computer
systems at various stages of work, necessary infrastructure for the working of employees
etc and its maintenance which impose O&M cost to the DISCOM.

> Cost implication on providing of dedicated Server, development of software
applications for deviation settlements of energy and demand of the open access
consumers/Generators as per the CERC Deviation settlement mechanism Regulations 2019
and its subsequent amendments, GPRS communication charges for collecting data from the
meters, meter dump conversion tools of various makes like L&T, Secure and Elster to
convert raw dump data from meters for processing of deviation settlements and for
analyzing of meters, etc,.

From the above itis clear that, the consumer is getting benefit from the Open Access facility
by getting cheaper power whereas the Discom is incurring excessive burden in the form of
O&M cost i.e., exclusive team of employees cost, additional infrastructure cost, etc,.
Further, the Open Access users are paying Rs.5000/- per application as operating charges to

TS Discoms have already mentioned the intention
behind the introduction of the Facilitation Charges in
their tariff proposal for FY 2022-23.

TS Discoms would like to state that the consumer is
getting benefit from the Open Access facility by getting
cheaper power whereas the Discom is incurring
excessive burden by rendering additional services in
the form of O&M cost i.e., exclusive team of
employees cost, additional infrastructure cost, etc.
Further, the Open Access users are paying Rs.5000/-
per application as operating charges to SLDC only for
monitoring their schedules of drawl/injection whereas
the Discoms are not collecting any charges from the
Open Access users even though lot of man hours are
involved in granting Open Access, installation, testing
of additional meters, MRI dumps collection,
monitoring the injections/drawls of energy and
working out the deviation settlements at various
stages to avail Open access facility by the Open Access
users.
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SLDC only for monitoring their schedules of drawl/injection where as the Discoms are not
collecting any charges from the Open Access users even though lot of man hours are
involved in granting Open Access, monitoring the injections/drawls of energy and working
out the deviation settlements at various stages to avail Open access facility by the Open
Access users.

In view of the above, the licensee proposes to introduce the “Facilitation Charges” of Rs.
20,000/- per month or part thereof (at a rate of 5% increment every year) for providing open
access facility under the head “Other Charges in HT” in order to meet the cost being incurred
in providing the Open Access facility to the Open Access users.”

xciv. The Objector submits that the proposal for levy of any charges ought to be in
accordance to the cost causation principle. The Objector provides the following comments
on the apparent cost implications claimed by the Petitioners for levy of Open Access
Facilitation Charges:

S Cost Implication as per Petitioner
) Objector Comment

No.

1. Increase in Employee Cost 1.  Employee cost forms a part of the O&M expenses for the Distribution
Business.

2. Anyincrease in the employee
2. Additional 0&M Cost (Material cost/additional O&M cost has to be claimed as a part of the ARR of
Cost) Distribution Business and cannot be claimed in the form of separate

charges directly in the Retail Supply Business Tariff Petition.
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Such cost implication claimed by the Petitioner is apparently covered
entirely under SAMAST (Scheduling, Metering, Accounting and Settlement
of Transactions in Electricity) through the Power System Development
Cost implication on providing of dedicated Fund. The relevant document has been attached as Annexure-1. Point No.
Server, development of software applications | 8 on Page 12 of this document may be referred to in this regard.

for deviation settlements of energy and
3. demand of the open access
consumers/Generators as per the CERC
Deviation settlement

mechanism Regulations 2019

xcv. In light of the same, the Objector prays that the Hon’ble Commission may disallow
the levy of ‘Facilitation Charges on Open Access Consumers’.

20

PRAYERS
The Objector most respectfully prays that this Hon’ble Commission may be pleased to:
A. Consider the above Objection Statement filed by the Objector;

B. Disallow the power purchase cost as per the Objector’s Assessment and in cases
where the purchase has been projected at exorbitantly high price not relatable to the
incumbent market situations;

C. Reprimand the AP Discoms and issue a directive of disallowance or withholding of
30% of Distribution Cost claimed by the Petitioners on account of non-adherence to MYT
Regulations and past directives of the Hon’ble Commission;

D. Allow PGCIL and UDLC Charges as per Objector’s Assessment;

E. Align the Non-Tariff incomes strictly in line with the Audited Accounts and reduce it
from the ARR being approved;

F. Adjust the subsidy shortfall from the Govt. of Telangana as per Objector’s
Assessment for FY 2018-19 to FY 2021-22;

G. Adjust the subsidy required from the Govt. of Telangana based on estimated
consumption levels of subsidised categories such that the cost of supplying subsidised

TS Discoms have responded to the item-wise
disallowances proposed by the objector, in the
abovementioned sections, and would request the
Hon’ble Commission to consider the projections
shared by Discoms, considering the justifications
shared on the same.
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power to select consumer categories is not borne by the other non-subsidised consumers
in terms of adjustment of the revenue gap of FY 2022-23;

H. Approve the ARR by considering the total subsidy as prayed and assessed by the
Objector in the detailed Objections Statement;

l. Rationalize the Tariff and Cross Subsidy to reflect a tariff reduction instead of a tariff
hike as per the Cost of Supply, as proposed in the Objections Statement;

J. Disallow the proposed revenue from proposed tariffs and proposed additional
surcharge as claimed by the Petitioner;

K. Itis requested that the Hon’ble Commission may disallow any proposed modification
in TOD;

L. Allow Cross Subsidy Surcharge as per the mandates of the National Tariff Policy
2016;

M. It is prayed that the Hon’ble Commission may appoint an independent third party
for conducting a thorough study of the grid for the necessity, evaluation and derivation of a
reasonable rate towards Parallel Operation Charges/Grid Support Charges (GSC). Till such
independent study is conducted and results discussed with stakeholders through a
consultation process, the GSC may not be imposed:;

N. Objector prays that the Hon’ble Commission may disallow the levy of ‘Facilitation
Charges on Open Access Consumers’;

0. Pass necessary orders as may be deemed appropriate in the facts and
circumstances of the case in the interest of justice;

P. Permit the Objector to participate and make additional submission and produce
additional details and documentations during the course of the online Public Hearings in the
interest of justice and equity.
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Replies to the Objections/Suggestions raised on ARR & Tariff Proposals for Retail Supply Business including Cross Subsidy Surcharge for Open
Access Consumers for the FY 2022-23 by Sri Saurabh Srivastava-Regulatory Affairs (Indain Energy Exchange Limited), CorporateOffice;9th Floor,
Max Towers, Sectro 16B, Noida, Uttar Pradesh-201301.

S.No. Summary of Objections / Suggestions Response of the Licensee

1 I. Computation of CSS
A. Computation of ABR

i. TSSPDCL has computed CSS as the difference between the tariff (ABR)
applicable to the relevant category of consumers and the cost of the
distribution licensee to supply electricity to the applicable class of
consumers.

ii. Onworking out the category wise ABR based on category wise sales and
revenue as provided by TSSPDCL, it is observed that a higher ABR has
been considered in the Petition for HT industry- 132 KV category for the
computation of CSS. The table below provides comparison of ABR
proposed by TSSPDCL for FY 2022-23 against ABR worked out based on
the details provided in the Petition.

Table: 1- Comparison of ABR and Energy Sales

HT-| ABR Revenue Sales Computed
. proposedin | (Rs.Cr) ABR (Rs./unit)
Industrial o (MUs)
Cateqo the Petition [a] [b] [a/b*10]
O (Rs./unit)
11KV 9.54 4207.27 4409 9.54
33KV 8.51 4869.04 5721 8.51
132 KV 7.74 2480.19 3535 7.02

iii. Ahigher ABR would result in disproportionately higher burden of CSS on
the industries. Thus, the Hon’ble Commission is requested to assess the
ABR while computing the CSS.
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S.No. Summary of Objections / Suggestions Response of the Licensee

TS Discoms wants to state that they have considered the
transmission charges and losses while computing the cost of
supply of the consumer as per the described methodology in
National Tariff Policy 2016.

B. Non-Consideration of Transmission Charges and Losses

i. The Petitioner in the present proposal has intended to compute Cross
subsidy Surcharge (CSS) as per the methodology stated in the National
Tariff Policy, 2016. The Petitioner has submitted the following in respect

f tation of CSS: . o
o computation o Ex. Transmission & Distribution charges for 11 kV level (Rs.

1.95 /kwWh) = 11 kV Distribution charges (Rs. 1.72/unit) + 132

3 Cross Subsidy Surcharge Proposals kV Transmission charges (Rs. 0.22/unit)

3.1 Legal and Policy position— Cross Subsidy Surcharge

Likewise the calculations are also done for Transmission and
The licensee has computed the Cross Subsidy Surcharge as per Distribution losses.
clause 8.5 of the National Tariff Policy notified on 28th January

2016. Backup calculation for all categories and voltages levels are

CSS is computed as the difference between the tariff applicable to also computed by discoms and have already been submitted
the relevant category of consumers and the cost of the distribution | before the Hon’ble Commission as a part of additional
licensee to supply electricity to the consumers of the applicable information.

class.

In case of a consumer opting for open access, the distribution
licensee needs to be compensated on introduction of competition
through open access. Accordingly, the cost of supply to the
consumer for this purpose may be computed as the aggregate of

a) Per unit weighted average cost of power purchase including
meeting the
Renewable Purchase Obligation;

b) Transmission and distribution losses applicable to the relevant
voltage level;
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S.No.

Summary of Objections / Suggestions

Response of the Licensee

¢) Transmission, distribution and wheeling charges up to the
relevant voltage
level;

d) Per unit cost of carrying regulatory assets, if applicable.
Surcharge formula (as per NTP, 2016):

Where,
- is the surcharge
T - is the tariff payable by the relevant category of
consumers including reflecting the Renewable Purchase
Obligation;
C - is the per unit weighted average cost of power purchase

of by the Licensee, including meeting the Renewable
Purchase Obligation;

D - is the aggregate of transmission, distribution and
wheeling charge applicable to the relevant voltage level,
L - is the aggregate of transmission, distribution and

commercial losses, expressed as a percentage applicable
to the relevant voltage level; R - is per unit cost of
carrying regulatory assets.

The licensee would like to file a proposal for determination of cross-
subsidy surcharge for Open Access transactions along with this tariff
filing duly adopting the methodology stated in the National Tariff
Policy, 2016 for determination of the cross-subsidy surcharge.”

(Emphasis Added)
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S.No.

Summary of Objections / Suggestions

Response of the Licensee

ii. Though the Petitioner has intended to follow the methodology defined
in the National Tariff Policy, 2016, it has not considered the transmission
charges and losses while computing the cost of supply of the consumer
as mentioned in the Petition (highlighted above).

iii. Inview of the above, the Hon’ble Commission is requested to assess the
claim of the Petitioner w.r.t the computation of CSS, so as to determine
CSSin line the National Tariff Policy, 2016.

[I. Short term procurement/sale through IEX
A. Introduction of long duration contracts at the IEX

i. The Government of India alluded to the imminent growth of short term
market in the draft National Electricity Policy document issued in 2021. Several
measures have been taken to achieve such objectives and a key among them is
the resolution on introduction of long duration contracts at the power
exchanges.

il. While hitherto, the short term procurement beyond 11 days of contract
could be done by the Discoms through the trader/DEEP only, we submit that IEX
is in the process of introducing longer duration contacts for delivery of power
beyond 11 days at the exchange platform. These contracts will ensure delivery
of nonconventional and conventional power beyond 11 days of trade for upto 1
year.

As on date, the approval is pending before the Hon’ble CERC.

iil. In view of the above, we request the Hon’ble Commission to consider
and approve all the available options in the short term market for optimising
power purchase costs as well as to meet the deficit requirements of the
Discoms.

TS Discoms make note of the suggestions provided by the
objector in the context of long duration contracts in the IEX.

Telangana Discoms have a dedicated wing (Telangana State
Power Coordination Committee) to focus on all the power
purchase related matters of the Discoms.

Under the purview of TSPCC, TS Discoms will explore the
option of such long duration contracts in the IEX, post its
approval by the CERC and subject to the directions provided
by the Hon’ble Commission.
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S.No.

Summary of Objections / Suggestions

Response of the Licensee

B. Renewable Energy from Power Exchange

i. The Distribution Licensees now have the option to either fulfil their RPO
obligations by procuring RE power or sell surplus RE power in the short term
market through Green-DAM and Green-TAM products available at I[EX platform.

il. Green Day Ahead Market (GDAM) was introduced during FY 22 at IEX
platform w.e.f. 26.10.2021 wherein Solar and Non-Solar renewable energy is
being transacted. The buyers of this market will get Solar and Non-Solar RPO
credit on the basis of proportion of the solar and non-solar bids of the sellers
cleared in the total volume of the RE market. GTAM market was introduced in
August 2020, wherein Solar and Non-Solar renewable energy is being transacted
in intra-day, Day Ahead contingency, Daily and Weekly Contracts.

iii. Presently GDAM segment has around 26 sellers and 40+ buyers
participating in this market segment. GDAM and GTAM provide alternate
market-based route to the RE generators to sell their green power and for the
buyers to fulfil their RPO at competitive price with flexibility of entry and exit in
the market.

iv. The Discoms can make use of these market segments either to dispose
their surplus RE or fulfil its RPPO target.

TS Discoms make note of the suggestions provided by the
objector in the context of purchase/sale of RE in power
exchange.

Telangana Discoms have a dedicated wing (Telangana State
Power Coordination Committee) to focus on all the power
purchase related matters of the Discoms. Under the purview
of TSPCC, TS Discoms have been utilizing the GDAM and
GTAM products of IEX, for sale or purchase of green power.

[1l. Facilitation Charges for Open Access Charges

A. The Petitioner has proposed to introduce “Facilitation Charges” of Rs.
20,000/- per month or part thereof (at a rate of 5% increment every year) for
providing open access and to meet the cost being incurred by the Licensee in
providing the Open Access facility to the Open Access users.

B. As per the Electricity Act 2003 and the open access regulations of the
Hon’ble Commission, the distribution licensee is mandated to provide non-
discriminatory open access to its network to the consumers on payment of the

TS Discoms have already mentioned the intention behind the
introduction of the Facilitation Charges in their tariff proposal
for FY 2022-23.

TS Discoms would like to state that the consumer is getting
benefit from the Open Access facility by getting cheaper
power whereas the Discom is incurring excessive burden by
rendering additional services in the form of O&M cost i.e.,
exclusive team of employees cost, additional infrastructure
cost, etc. Further, the Open Access users are paying Rs.5000/-
per application as operating charges to SLDC only for

165




S.No.

Summary of Objections / Suggestions

Response of the Licensee

prescribed charges to the distribution licensee. The licensee is also ensured with
the recovery of its entire wheeling cost in the ARR approved by the Hon’ble
Commission, thatincludes the employee, administrative expenses etc., incurred
towards providing the wheeling services to consumers.

C. Further, the embedded open access consumers of the Licensee pay
monthly fixed charges as per their contract demand and in accordance with the
Hon’ble Commission’s Tariff Order.

D. Thus, the existing charges for granting open access, levied as per the
open access regulations of the state, clearly take into account the efforts put in
by the area Distribution licensee and may not need to be supplemented with
additional charges as claimed by the Petitioner.

We accordingly request the claim to be rejected by the Hon’ble Commission.

monitoring their schedules of drawl/injection whereas the
Discoms are not collecting any charges from the Open Access
users even though lot of man hours are involved in granting
Open Access, installation, testing of additional meters, MRI
dumps collection, monitoring the injections/drawls of energy
and working out the deviation settlements at various stages
to avail Open access facility by the Open Access users.

TS Discoms would like to state that they are not able to
recover the abovementioned additional costs incurred,
throught the levy of monthly fixed charges. Hence, TS
Discoms request the Hon’ble Commission to allow the levy of
facilitation charges in this regard.
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Replies to the Objections/Suggestions raised on ARR & Tariff Proposals for Retail Supply Business including Cross Subsidy Surcharge for Open
Access Consumers for the FY 2022-23 by M/s. Distributed Solar Power Association, Reg. Office:A-57, DDA Sheds, Okhla Industrial, Phase-1I, New
Delhi-110020

S.No

Summary of Objections / Suggestions

Response of the Licensee

While providing context for Parallel Operation with the Grid,
the state Utilities have cited Chattisgarh State Electricity
Regulatory Commission (CSERC) Discussion Paper on
Determination of Parallel Operating Charges dtd. 01.06.2008
and Andhra Pradesh Electricity Regulatory Commission
(APERC) order dtd 08.02.2002 on Determination of Grid
Support Charges. The relevant Clause 2.1.2 (Other Tariff
Proposals) for FY 2022-23 is reproduced hereinbelow:

“Persons Operating Captive Power Plants (CPPs) in parallel
with the T.S. Grid have to pay ‘Grid Support Charges’ for FY
2022-23 on the difference between the capacity of CPP in KVA
and the contracted maximum demand in kVA with licensee
and all other sources of supply, at a rate equal to 50% of the
prevailing demand charge for HT consumers. In case of CPPS
exporting firm power to TSTRANSCO, the capacity, which is
dedicated to such export, will also be additionally subtracted
from the CPP capacity.”

It is our submission that both these papers/ orders were
drafted in the context of Captive Power Plants (CPP’s) —
specifically from conventional sources of power i.e. coal, gas,
bagasse, biomass etc which are firm in nature. Applying such
principles to power plants operating on renewable sources —
solar and wind, is fundamentally not justified given the infirm
nature of renewable sources, which is a well-known and
accepted fact.

The Captive Power Plants continue to get connected to the licensee network
system and operate their plant in synchronism with the grid due to certain
benefits which cannot be physically measurable. Thus the grid acts as the
supporting system for the CPPs for its successful operation in terms of electrical
performances. However, the grid support being an ancillary service extended by
the licensee to the consumers, it has to be charged to the consumers who utilize
the grid support.
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The APERC order referred in this matter was drafted in 2002
and mainly applicable in the context of Captive Power Plants
from conventional sources of energy — Coal, gas, bagasse etc.
The formula suggested in this Order is relevant for instances
where the capacity of Captive Power Plant may also be higher
than the Contract Demand taken by the consumers from the
grid. In case of Captive Power Plants from renewable sources,
the consumers pays Demand Charges for the Contract Demand
in the electricity bill. The utilities are adequately compensated
by way of Demand Charges in such cases and so the Grid
Support Charges over and above this would be an additional
burden on the consumers.

The consumers who have already installed and are operating
solar Captive Power Plants in the state of Telangana have done
so under the guidelines/ regulations issued by the Hon’ble
Commission in the state from time to time and with due
approval of the state utilities. Any project which is operational
under prevailing regulations with necessary approvals should
not attract any new charges retrospectively. This would not be
fair on consumers who have taken a progressive step towards
installing renewable energy sources promoted by the various
state and Central policies.

It is also pertinent to note that other states like Maharashtra
(vide MERC Order dtd. 30th March 2020 regarding Case No 322
of 2019) has decided not to levy Grid Support Charges on
Consumers until solar installations in the state do not reach the
target capacity set by the government. Rajasthan and
Chhattisgarh have exempted renewable sources from the
ambit of such Grid Support Charges.

The advantages of parallel operation with the grid are benefited by the CPPs in
addition to other facilities of other industries. In view of the additional benefits
than the normal other industries or others, the CPPs who intend to use and
benefit from parallel operation need to compensate through Grid Support
charges

Hon’ble Supreme court in its order on Determination of Grid support charges
dated 29.11.2019 upheld the Hon’ble APERC’s order quoted above concerning
Grid support charges. The licensee has proposed the same grid support charges
methodology approved in APERC order dated 08.02.2002 which is upheld by the
Hon’ble Supreme court of India.

The proposed grid support charges are 50% of prevailing demand charges for HT
consumers on the differential capacity.

If the Captive Plant Capacity is less than or equal to contracted maximum demand
with licensee, such captive power plant capacity will not attract grid support
charges.

However, the proposed grid support charges will not applicable to solar rooftop
services as its solar plant capacity is less than or equal to contracted maximum
demand with licensee.

TS Discoms want to state that they have never intended to obstruct the
development and growth of Renewable Energy in the state by application of Grid
Support charges. However, application of such charges is equally important to
manage the grid stability. Which is the ultimate aim to get good quality reliable
power.
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TS Discoms understands the environmental benefits of promoting the RE and
have always actively participated in promoting green energy.

With respect to methodology of calculation of Cross Subsidy
Surcharge (CSS), the computation provided under Clause 3.2 of
the ARR ensures that the CSS keeps increasing when the
installation base increases irrespective of the cost of power.
Relevant portion of the Clause is referred hereinbelow:-

“The Tariff Policy 2016 mandates SERCs to determine roadmap
for reduction of cross subsidy and bring tariff at +/- 20%
Average Cost of Supply, however it restricts Cross Subsidy
Surcharge at 20% of the consumer tariff. In case the consumer
tariff is more than 120% of Average Cost of Supply, DISCOM will
not be able to recover losses through cross subsidy surcharge
in case consumer opts for open access. It is essential for SERCs
to implement both Para 8.3 -2 and First proviso to para 8.5.1 of
the Tariff Policy 2016 simultaneously. If one of the provision
could not be implemented due to some reason, the second
provision should also not be implanted to that extent”

Notably, the aforesaid methodology will disincentivize
consumers to opt for OA as the savings will keep declining year
after year and may turn negative after a certain period.

In view of the aforesaid submission, we humbly request the
Hon’ble Commission to consider the following:

a) Reject the imposition of Grid Support Charges to
consumers operating Captive Power Plants from renewable
sources.

b) Reject the restriction of the Cross Subsidy Surcharge at
20% of tariff payable by the consumer as the tariffs are not
within +/-20% Average Cost of Supply. This will enable the

TS Discoms have been trying their level best to reduce their cross subsidy levels
and abide by the provisions of the Tariff Policy 2016.

As part of the Additional information submitted before the Hon’ble Commission,
TS Discoms have requested the Hon’ble Commission to allow the DISCOMs to
submit the action plan along with timelines for tariff simplification and
rationalisation giving due consideration to the guiding principles and
recommendations of Ministry of Power, Government of India in the ensuing ARR
& Tariff Filings.

TS Discoms would like to state that the last tariff hike approved by the the Hon’ble
commission was in FY 2016-17, While, it has been five years now since the last
tariff hike, but in the said duration, all the costs incurred by TS Discoms in terms of
Power purchase cost, Transmission and Network cost etc. have increased
significantly, leading to a constantly increasing revenue gap.

Covid Pandemic and also subsequent second wave has greatly impacted the
finances of Discoms. The Policies of the Government of India have also led to the
increase in costs due to clean cess, coal costs, railway freight etc.

In order to meet the revenue gap, Discoms have tried various methods including
improving their own operational efficiencies. The said revenue gap could be met
by increasing the variable charges, fixed charges, customer charges etc.

TS Discoms shall also improve its revenue by the following measures —

. Conversion of remaining 20% non-IRDA services to IRDA services, leading
to increase in Billing Efficiency
. TS Discoms are preparing a scheme for installation of smart meters in a

phased manner.

TS Discoms have made deliberate considerations, while proposing tariff hikes for
different consumer categories and their respective sub-slabs. TS Discoms have
carried out rigorous analysis on tariffs for various categories across states in India.
It was found that the tariff for major LT and HT categories across voltage levels in
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licensee in fixing up cross subsidy surcharge withoutany under | all other major states in India like Gujarat, Uttar Pradesh, Madhya Pradesh,
recovery.” Rajasthan, Punjab, Maharashtra, Delhi, West Bengal etc. are higher as compared
to Tariffs in Telangana.

Hence, TS Discoms believe that the proposed tariff hike is inevitable and justified
to improve its financial condition and better customer service and accordingly

request the Hon’ble Commission to approve the same after due regulatory
proceedings.
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Replies to the Objections/Suggestions raised on ARR & Tariff Proposals for Retail Supply Business including Cross Subsidy Surcharge for Open Access
Consumers for the FY 2022-23 by M/s. AMP Energy Private Ltd, Reg. Office:309, 3rd Floor, Rectangle One, Behind Sheraton Hotel,Saket, New Delhi-

110017

S.No

Summary of Objections / Suggestions

Response of the Licensee

While providing context for Parallel Operation with the Grid, the state
distribution companies (utilities) have referred to CSERC discussion paper
on PoC determination dt. 01.06.2008, drafted in the context of CPP’s
based on firm sources of power (coal, gas, biomass etc) having surplus
capacity over and above their own requirement and for Process industries
having CPP’s which run parallel to grid to avail continuous power supply in
the event of CPP’s failure to generate. Infirm sources of energy like solar
and wind should not be brought under the ambit of such a regulation.

The Captive Power Plants continue to get connected to the licensee
network system and operate their plant in synchronism with the grid
due to certain benefits which cannot be physically measurable. Thus
the grid acts as the supporting system for the CPPs for its successful
operation in terms of electrical performances. However, the grid
support ¢ being an ancillary service extended by the licensee to the
consumers, it has to be charged to the consumers who utilize the grid
support.

It is important to note that, consumers operating Captive Power Plants
based on solar are governed by Contract Demand limit. consumer’s
availing solar CPP are not allowed to reduce Contract Demand
corresponding to the installed capacity of the solar CPP. On the contrary,
consumers continue to pay Demand Charges for the Contract Demand
even after availing solar power from Captive Power Plant. The Utilities are
already compensated for this through the Demand Charges levied in the
consumer’s bill.

This is unlike the consumer’s referred in CSERC paper (dtd. 01.06.2008)
whose Captive Power Plants were not governed by Contract Demand
limits or consumers would avail Contract Demand from grid only to cater
to demand over and above their load.

The Utilities also refer to APERC Order (dtd 08.02.2002) on Determination
of Grid Support Charges in this ARR filing. It is important to note that this
APERC order was issued before Electricity Act 2003 and was issued in the
context of Captive Power Plants from firm source of power. The formula
suggested in the APERC order also reflects the fact that Captive Power
Plant capacity could be higher than the consumer’s Contract Demand,

The advantages of parallel operation with the grid are benefited by the
CPPs in addition to other facilities of other industries. In view of the
additional benefits than the normal other industries or others, the
CPPs who intend to use and benefit from parallel operation need to
compensate through Grid Support charges

If the Captive Plant Capacity is less than or equal to contracted
maximum demand with licensee, such captive power plant capacity
will not attract grid support charges. Hence, the proposed grid support
charges in the ARR for FY 2022-23 will not applicable to solar rooftop
services as its solar plant capacity is less than or equal to contracted
maximum demand with licensee.

TS Discoms want to state that they have never intended to obstruct
the development and growth of Renewable Energy in the state by
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which was possible in case of coal, gas, biomass, bagasse based Captive
Power Plants. The same formula is not suitable to be applied to solar
Captive power plants wherein the solar plant capacity would be lower
than the Contract Demand in most cases.

While Hon’ble Supreme Court has upheld the APERC order, however,
applying such an order on renewable sources of power like wind and solar,
which are infirm, is not justified and applying this retrospectively on
operational solar Captive Power Plants is against economic principles.

As per TSREDCO records, around 3,953 MW of solar power projects have
been commissioned in Telangana as of 30.09.2021 which includes ground
mounted, net metered and off-grid solar capacity.

While Telangana Solar Policy 2015 envisages 2,000 MW of Rooftop solar
power capacity to be installed in the state by 2021-22, it is important to
note that only around 210 MW rooftop solar capacity has been
cumulatively installed up to December 2021 in the state. This clearly
shows there is potential for growth in the segment and the state is far from
reaching its target. Levy of grid support charges at such juncture would be
detrimental to the growth of the segment in the state

The Commission may also note that, in states like Maharashtra, MERC vide
its Order dtd 30th March 2020 regarding Case No 322 of 2019, has clearly
ruled against imposition of such Grid Support Charges until the target for
rooftop solar power capacity set under the state government’s solar policy
is achieved in the state. States like Chhattisgarh and Rajasthan have
exempted Grid Support Charges from being applicable on Captive Power
Plants from Renewable sources. This is a step in the right direction and
allow consumers to adopt renewable sources in the future.

application of Grid Support charges. However, application of such
charges is equally important to manage the grid stability which is the
ultimate aim to get good quality and reliable power.

TS Discoms understands the environmental benefits of promoting the
RE and have always actively participated in promoting green energy.

It is very clear that the Captive Plant’s Capacity is less than or equal to
contracted maximum demand with licensee, such captive power plant
will not attract grid support charges. In case CPP capacity is more than
the CMD with Discom, the proposed grid support charge will
applicable.

However, the proposed grid support charges will not applicable to
solar rooftop services as its solar plant capacity is less than or equal to
contracted maximum demand with licensee.
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Replies to the Objections/Suggestions raised on ARR & Tariff Proposals for Retail Supply Business including Cross Subsidy Surcharge for Open Access

Consumers for the FY 2022-23 by M/s. Mega Engineering & Infrastruters Ltd, S-2, Technocrat, Indl. Estate Balanagar, Hyderabad-500037

S.No.

Summary of Objections / Suggestions

Response of the Licensee

Megha, Engineering was established in the year 1989 headquartered at
Hyderabad. Subsequently, in the year 2006, Megha Engineering &
Infrastructures Limited ("MEIL") was registered under the Companies
Act, 1956. At present MEIL is executing many critical irrigation and
water supply projects including Kaleshwaram, PRLIS, and JCR DLIS in
the State of Telangana.

The above mentioned projects, being executed by MEIL and its sub-
contractors, are regularly consuming large quantities of power. By way
of illustration, MEIL consumes, on an average, over 12,30,000 kWH per
month for the works being done for the PRLIS Project. According to the
current categorisation, all the power-supplied to the above-mentioned
projects is being provided under HT-VII temporary category.

However, the Objector's projects, which can be defined as ‘large
construction’, are not in any manner similar to the kind of
constructions defined at Clause 7.113. The construction activities
defined at Clause 7.113 such as buildings, bridges, flyovers, roads etc.
neither consume the kind of power that is consumed by the Objector
nor is the consumption for a long period of time, unlike the Objector
whose Projects, particularly, PRLIS and JCR DLIS have been running for
over 5 years from 2015-16 onwards, and are continuing as on date. The
objector would like to bring to the note of this Hon-ble Commission
that such large-scale projects act more as an 'Industry’ in terms of
higher demand and the consistency of usage.

It is submitted that this Hon'ble Commission had considered

In accordance with the Tariff Order issued by the Hon’ble

Commission, the activity of construction is being categorized under

HT-VII Temporary Supply and the relevant clause is presented below:
“7.37/7.113 Construction activities like construction of all types of
structures/ infrastructure such as residential /commercial buildings
(height of 10 meters and above), bridges, fly-overs, dams, power
stations, roads, aerodromes, tunnels for laying of pipelines, etc. The
relevant tariff for temporary supply shall be applicable during the
phase of construction. Construction activities of structures of height
less than 10 meters will fall under LT-1l and HT-II, as relevant.”
Further, it is pertinent to mention that in most of the States viz;
Gujarat, Delhi, Karnataka, Tamilnadu, West Bengal & Madhya
Pradesh, the activity of construction is categorized under Temporary

Supply category only.
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S.No.

Summary of Objections / Suggestions

Response of the Licensee

construction to be in the nature of a temporary business for a period of
around one or two years. While the same is apt for construction of
buildings, bridges, roads, tunnels for laying pipelines etc., it would not
hold true for large construction activities which take over 3-7 years to
complete.

It is submitted that similar large construction projects being
undertaken by the Objector in the State of Andhra Pradesh for the
Polavaram Irrigation Project is being treated under the HT-II(A)
category and not under temporary supply.

For the facts and circumstances stated above, the Objector humbly
requests that large scale construction activities may be treated under
the HT-l 'Industry’ category of power consumption, or carve out a
separate category as this Hon'ble Commission deems fit
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Replies to the Objections/Suggestions raised on ARR & Tariff Proposals for Retail Supply Business including Cross Subsidy Surcharge for Open

Access Consumers for the FY 2022-23 by M/s. Penna Cement Industries Ltd Lakshmi Nivas 705, Road#3,Banjara Hills,Hyderabad-500034

S.No.

Summary of Objections / Suggestions

Response of the Licensee

Proposed New Tariff for HT Consumers

The Telangana Discoms have proposed a significant hike in the tariff of all
categories (except agriculture). We, object that the State Government is
free to provide subsidised or free power to any class of consumers.
However, it should provide full and commensurate subsidy in such cases
and there is no occasion to subsidise the cost of supplying free power /
subsidised power by imposing the burden on the industrial consumers
through cross subsidy. The Objector submits that the proposed tariff hike
increases the Cross-subsidy % beyond the permissible range of £ 20% as
per the Tariff Policy, 2016.

The Discoms have proposed an average hike of 20% for the HT consumers
which will have drastic impact on the industrial activities in the state and
also due to covid-19 pandemic situation all the industries are in difficult
condition. Hence, we request to Hon’ble Commission not to hike the
Tariff.

The last tariff hike in the state was approved by the the Hon’ble
Commissionin FY 2016-17. While, it has been five years now since the
last tariff hike, but in the said duration, all the costs incurred by TS
Discoms in terms of Power purchase cost, Transmission and Network
cost etc. have increased significantly, leading to a constantly
increasing revenue gap.

Hence, TS Discoms believe that the proposed tariff hike is inevitable
and justified to improve its financial condition and better customer
service and accordingly request the Hon’ble Commission to approve
the same after due regulatory proceedings.

TS Discoms have carried out rigorous analysis on tariffs for various
categories across states in India. It was found that the tariff for major
HT categories across voltage levels in all other major states in India
like Gujarat, Uttar Pradesh, Madhya Pradesh, Rajasthan, Punjab,
Maharashtra, Delhi, West Bengal etc. are higher as compared to HT
Tariff in Telangana.

TS Discoms agree that COVID-19 has significantly impacted the
economy and wellbeing of our state and nation. Having recognized
that, TS Discoms had taken various steps to provide relief to its
consumers, some of which are mentioned below -

Meter reading were suspended with enforcement of national level
lockdown in March 2020. Meter readings remained suspended till
May and normal meter reading commenced from June 2020
Controlling cost: Project work were reduced to minimum possible
only in emergency cases

Provisional Billing to LT consumers for April 2020
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Fixed Charges for Industries deferred till 31.05.2020 without any
penalty and interest

1% Rebate for HT Industries for payment within Due date (till
31.05.2020)

o Deration of Contracted Load: A consumer can avail deration of
the contracted load irrespective of the criteria of completion of
minimum period of the agreement as stipulated in GTCS.
Existing 3 months’ notice period reduced to 30 days.

Computation of depreciation in accordance with CERC (Terms and
Conditions of Tariff) Regulations, 2019.

We request to Hon’ble Commission, ensure the DISCOM’s to follow the
computations Depreciation for each year of 4th control period in
accordance with the CREC Tariff Regulations, 2019.

TS Discoms state that TSNPDCL have already adopted the CERC
depreciation rates as per CERC (Terms and Conditions of Tariff)
Regulations, 2019. TSNPDCL had recently filed their APR filing for
2020-21 on 31st Dec 2021, where Depreciation has been calculated
as per CERC rates.

TSSPDCL is in the process of adopting the CERC Depreciation rates.

New Time of Day (ToD) Tariff

The Petitioner has proposed to reduce the ToD incentive for off-peak hours
(10 PM to 6 AM) from Rs.1/unit to Rs.0.50/unit for the applicable
categories viz., HT-I Industrial, HT-1I Others, HT-III Railways, Bus Stations &
Airports and HT-IX EV Charging Stations. However, the Peak hours’ charges
are the same i.e. Rs. 1/unit. This translates into additional 5% hike in off-
peak energy charges for HT consumers besides the proposed Tariff hike.

ToD mechanism shall be on demand side management and not to consider
as Tariff hike. We request to Hon’ble commission not change the ToD Tariff
structure.

In Telangana ToD (time of day tariff) was introduced as a demand
management tool to address the issue of expensive power purchases
made to cater to the demand during the peak hours.

Later in 2016-17 tariff order the commission introduced the TOD Off
peak incentive (Rs. -1/unit) for the consumers Time of Day tariff to
aid in flattening of the day load curve while incentivizing off-peak
hour consumption.

TS Discoms have carried out an analysis on TOD Sales for HT Ind. & HT
Other categories for Peak, off Peak and Normal timings.

It is observed that since the introduction of off-peak incentives there
has been a shift of consumption from normal timings to the off-peak
hours. In 2016-17 consumption during normal timings was 54%,
which has been reduced to 34% for 2020-21. In line with the same
consumption in off peak hours during 2016-17 was 21%, which has
increased to 33% for 2020-21. Considering the above scenario TS
Discoms are losing on the revenue.

Further, Sales during peak hours didn’t shift to the off-peak hours as
much as expected since major industries are continuous loads
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operated during the peak hours which are not feasible being
operated during off peak hours.

Keeping demand side management & Revenue requirements in mind
TS Discoms have proposed to reduce the off peak incentive from Rs.
1/unit to Rs. 0.5/unit.

Further, TS Discoms shall abide by the directions given by the Hon’ble
Commission.

Submission of Objections in the matter of TS DISCOM’s proposal for
determination of grid support charges for parallel operation of CPPs for FY
2022-23.

We, Penna Cement Industries Limited, owning Captive Power Plant
located at Ganeshpahad, Damarcherla, Nalgonda dist. is submitting our
objections concern about the proposal of levy of Grid Support Charges by
TS DISCOMS.

Before going to the discussion of objections, it may please be noted that,
before determination of GSC, The Hon’ble Chhattisgarh State Electricity
Regulatory Commission (CSERC) has assigned this responsibility to an
independent third party M/s. Electrical Research & Development
Association (ERDA) to study various system data and system parameters of
representative selected CPPs. Accordingly ERDA has measured various
system parameters like harmonics, unbalance current, plant load factor,
load cycle, fault level calculations etc by measurement on selected CPPs
and relevant substation and finally ERDA has suggested working out the
parallel operation charges on sound technical basis taking into
consideration advantages and disadvantages to both CPPs & CSEB and
submitted its recommendation to CSERC. Accordingly CSERC has
determined Grid support charges Rs.21/KVA/Month vide Order dated
31.12.2008.

We request the Hon’ble Commission to engage a similar independent
reputed third party to conduct a thorough analysis of system study and
technical issues concerning power load throwbacks by CPPS/consuming
industries, power harmonics in parallel operation of CPPs, size of the CPPs

TS Discoms have followed the methodology adopted by APERC in its
order dated 08.02.2002 for calculating Grid support charges. The
same methodology was upheld by Supreme Court via judgment dated
29.11.2019 as below

“Persons operating Captive Power Plants (CPPs) in parallel with T.S.
Grid have to pay ‘Grid Support Charges’ for FY 2022-23 on the
difference between the capacity of CPP in kVA and the contracted
Maximum Demand in kVA with Licensee and all other sources of
supply, at a rate equal to 50% of the prevailing demand charge for HT
Consumers. In case of CPPs exporting firm power to TSTRANSCO, the
capacity, which is dedicated to such export, will also be additionally
subtracted from the CPP capacity.”

For the time being, the licensee humbly requests to the Hon’ble
Commission to consider the above methodology.

Further, TS Discoms shall abide by the directions given by the Hon’ble
Commission.
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and judiciously arrive at a reasonable charge as has been followed by other
state utilities to arrive of the grid support charges/parallel operation
charges. TS DISCOMS also should pursue this best practice to obtain an
arm’s length analysis and fair rates for all constituents.

Objections on Proposed Grid Support Charges:The proposed gird support
charges are not only arbitrary but also suffer from legal infirmity. There is
no provision in Electricity Act, 2003 or in any Regulation of TSERC to
determine Grid Support Charges or Parallel Operation Charges. The
provision in Para 5.2.26 of National Electricity Policy 2005 notified by Govt
of India which lay emphasis on grid connectivity of captive generators
which is reproduced below:”

“Under the Act, captive generators have access to licensees and would get
access to consumers who are allowed open access. Grid inter-connection
for captive generators shall be facilitated as per Section 30 of the Act. This
should be done on priority basis to enable captive generation to become
available as distributed generation along with the grid.”

It is further submitted that as per the Electricity Act 2003, the usage or grid
support of the transmission or distribution network is possible only by way
of open access as provided under Sections 39 and 42 of the above Act. As
per the said provisions, the transmission and distribution licensee is only
mandated to levy transmission/wheeling charges upon the Captive users,
or any other open access consumers. It is further submitted that in the
event of the CPPs sources power for their captive user industries by laying
down their own dedicated transmission lines, as per mitted under Section
9 of Electricity Act 2003, then even the aforesaid charges con not be
levied.

Supreme Court order dt. 29.11.2019, has empowered the State
Regulatory Commissions, to levy the Grid Support charges. The same
is also supported by various APTEL judgments (dt. 29.09.2015-
Renuka Sugars v/s. GERC, PGVCL, Gujarat TRANSCO; dt. 18.02.2012-
Chhattisgarh State Power Distribution v/s. Godawari Power &Ispat
Ltd) and SERC orders.
Research paper on “Grid Support charges on Captive power plant”,
by K. Balaraman, Ananthapadmanabha, R. Nagraja, K. Parthasarthy;
presented at IIT Madras — National Power System Conference 2004
also supports Technically the application of Grid Support Charges on
Captive Power Plants.
In view of the additional benefits than the normal other consumers,
the CPPs who intended to use and benefit from parallel operation
need to compensate through Grid Support charges. The said Grid
Support charges are also one of the components in Retail Supply
Tariffs and these charges are proposed to levy on the CPPs who
intended to use and benefit from parallel operation. Hence the
proposal of Grid Support charges for FY 2022-23 are well within the
provisions of Act.

The licensee has not denied CPPs access to the network, the captive

generators who intended to use and benefit from parallel operation
need to compensate through Grid Support charges.

The Transmission system of the Transco/Discom should be so designed that
it should take care of fluctuating load of the consumer as it is the duty of
the transmission licensee under Section 40 of Electricity Act, 2003.
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Moreover variation of load of a consumer having CPP is much less than a
consumer without CPP.

The unbalanced voltage of the grid is a source of negative phase sequence
current which is absorbed by the generators of CPP.

Fault level depends upon the generation capacity connected to the grid.
Since the CPPs constitute 50% of the generation capacity connected to the
grid they are supposed to contribute to the increase fault level of the grid.
The parallel operation of CPPs with the grid is highly beneficial otherwise
during a fault the grid voltage would have collapsed.

As per Regulations of Supply Code, Industries having CPPs can draw
emergency power up to the capacity of largest generating unit by paying
required tariff. Therefore, it is not a support of the grid as claimed by the
Petitioner. CPP’s drawl of power is limited to “start-up power” when there
is total loss of generation of the CPP. The drawl of power for production
purposes, is limited to the CMD as per the Power Supply Agreement with
the DISCOM. Otherwise penalty is attracted. Overdrawl is prevented by
proper setting of the relay at the Grid Sub-station. Due to injection of
power by CPPs the load on the transformers in the grid reduces resulting
in less transformer loss.”

The CPP are acting as distributed generator at the load center for which the
transmission and distribution loss has been reduced to great extent.
Further since all the cost of the transmission utility is being covered by the
Commission while approval of Annual Revenue Requirement (ARR) of the
utility there is no scope of levying such additional charges on the
consumers. On the contrary to the claim of DISCOMS that the CPPs which
are connected with the grid are getting benefits, we are facing lot of
problems due to irregularities of grid operation by TRANSCO.

Transco being the State Transmission Utility (STU) has the responsibility to
maintain the network system of the state as per Sec.39 and 40 of Electricity
Act, 2003. As per Regulation Grid Code, all the users or prospective users
of STU are to be treated equal. Further Section 9 of Electricity Act, 2003

levied only on differential capacity between CPP capacity and CMD
with Distribution Licensee.

Grid Support charges computation example:
Captive Capacity = 100 MVA = 100,000 kVA .....[a]
CMD with Distribution licensee = 90 MVA = 90,000 kVA......[b]

Differential capacity = [a-b] = 10 MVA = 10,000 kVA ....[c]
GSC (Rs. Cr.) = ¢ * 50% of Demand charges

=10000 * (50% of say Rs. 475) / 10"7

=Rs. 0.2375 Cr./ month

Comparison of GSC with other states like Madhya Pradesh, Gujarat,
Tamil Nadu Chattisgarh

Consider GSC @ Rs. 25 / kVA / month
Captive Capacity = 100 MVA =100,000 kVA
GSC (Rs. Cr.) =25 * 100000 / 10°7

=Rs. 0.25 Cr. / month

Thus GSC determined by TS Discoms is very much justifiable.

The grid support charges are not for drawl of power from the
Distribution Licensee, but for utilization of parallel operation
benefits by captive generators.
However, if the Captive Plant Capacity is less than or equal to
contracted maximum demand with licensee, such captive power
plant capacity will not attract grid support charges.
The licensee has not denied CPPs access to the network; the captive
generators who intended to use and benefit from parallel operation
need to compensate through Grid Support charges.
The advantages of parallel operation with the grid are benefited by
the CPPs in addition to other facilities of other consumers. In view of
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does not difference between CPP and IPP as far as grid connectivity is
concerned and hence both should be treated equitably from the viewpoint
of grid connectivity and support. Moreover industries owning arc furnaces
and rolling mills but without CPPs creates much bigger problems and create
pollutions in the state grid as compared to an industry having a CPP. The
fluctuation in the load, generation of odd harmonics is technically issues
which are common for industries with CPPs and without CPPs.

the additional benefits than the normal other consumers, the CPPs
who intended to use and benefit from parallel operation need to
compensate through Grid Support charges. The said Grid Support
charges are also one of the components in Retail Supply Tariffs and
these charges are proposed to levy on the CPPs who intended to use
and benefit from parallel operation. Hence the proposal of Grid
Support charges for FY 2022-23 are well within the provisions of Act.

Just as in the case of APERC Original proposal when GSC was proposed at
50% of the then applicable Demand Charge of Rs. 170 per KVA during the
year 2002, the current proposal of 50% of the Demand Charge of Rs. 475
per KVA per month is also not supported by any data proving that the grid
suffered to this extent in providing parallel operations to CPPs.

In the erstwhile APERC approved Grid Support charges in the Order is
50% of the prevailing demand charge for HT Consumers. The demand
charges of the HT consumers are changed from time to time as per
Tariff Orders. The proposed grid support charges in the ARR & Tariff
proposal of the licensee is also same as approved in erstwhile APERC
orders i.e., 50% of the prevailing demand charge for HT Consumers.

10

CPPs involve heavy capital investments and are necessitated to provide
fillip to the main consumption industry utilizing captive power at
reasonable rate as opposed to fluctuating and ever-increasing grid tariff.

11

The proposed levy of GSC aims to stifle the consuming industries by this
arbitrary levy, which in turn erodes the viability of the principal industry to
a point that it must perforce cease operations.

12

The CPPs who are predominantly coal-fired, are already subjected to
substantial increases in coal cost being supplied by the State mining
companies and have no window to absorb such high levies such as the
proposed GSC.

The advantages of parallel operation with the grid are benefited by
the CPPs in addition to other facilities of other consumers. In view of
the additional benefits than the normal other consumers, the CPPs
who intended to use and benefit from parallel operation need to
compensate through Grid Support charges.

13

CPPs have repeatedly expressed their willingness to provide additional
protections in their facilities as desired by the grid to see that no untoward
load throwbacks or fault currents or reactive power surges happen.

No comments

14

The prevailing parallel operation charge which
the proposed GSC in other States is as follows:
Name of the | Grid Support Charges Rs/KVA/Month
State

is equivalent to

Hon’ble Supreme court in its order on Determination of Grid support
charges dated 29.11.2019 upheld the Hon’ble APERC’s order quoted
above concerning Grid support charges. The licensee has proposed
the same grid support charges methodology approved in APERC
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Madhya Rs.20/KVA/Month

Pradesh

RERC Rs.20/KvA/Month

Gujarat Rs.26/KVA/Month

Tamilnadu Rs.30/KVA/Month

J&K Rs.16/- per kVA per month on the installed
capacity of the CPP

Odisha Nil

West Bengal | Nil

Kerala Nil

Karnataka Nil

The above utilities have proposed these rates after third party analysis.
From the above table it can be seen that the parallel operation charge or
GSC in other States has been worked out based on clear parameters of the
costs incurred by the Grid and so are considered reasonable as against the
proposed levy of 50% of the Demand Charge of Rs. 475 per KVA per month,
proposed by TS Discoms. The proposed levy has no basis and is grossly
excessive, arbitrary, and so requires be reducing substantially and
validating by an independent third-party analysis. What is the basis and
methodology adopted while arriving GSC 50% of demand charges.

order dated 08.02.2002 which is upheld by the Hon’ble Supreme
court of India.

Grid Support charges computation example:

Captive Capacity = 100 MVA = 100,000 kVA .....[a]

CMD with Distribution licensee = 90 MVA = 90,000 kVA......[b]

Differential capacity = [a-b] = 10 MVA = 10,000 kVA ....[c]
GSC (Rs. Cr.) = ¢ * 50% of Demand charges

=10000 * (50% of say Rs. 475) / 10"7

=Rs. 0.2375 Cr./ month
Comparison of GSC with other states like Madhya Pradesh, Gujarat,
Tamil Nadu Chattisgarh
Consider GSC @ Rs. 25 / kVA / month
Captive Capacity = 100 MVA =100,000 kVA
GSC (Rs. Cr.) =25 * 100000 / 107
=Rs. 0.25Cr. / month
Thus GSC determined by TS Discoms is very much justifiable.
Research paper on “Grid Support charges on Captive power plant”,
by K. Balaraman, Ananthapadmanabha, R. Nagraja, K. Parthasarthy;
presented at IIT Madras — National Power System Conference 2004
also supports Technically the application of Grid Support Charges on
Captive Power Plants where in the Grid Support charges can be a
certain percentage of fixed charges chargeable by the licensee to the
consumers.

15

Most of the CPPs installed capacities are much higher when compared to
their captive load. When the installed capacity / operating capacity of
captive load is much lower than installed Capacity of Power plant, itis very
unfair to impose GSC based on the installed capacity of CPP. The proposed
grid support charges computation as "difference between the capacity of
CPP in kVA and the contracted Maximum Demand in kVA with Licensee and
all other sources of supply, at a rate equal to 50% of the prevailing demand
charge for HT Consumers. In case of CPPs exporting firm power to
TSTRANSCO, the capacity, which is dedicated to such export, will also be
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The proposed grid support charges are very negligible per unit in
respect of generation of captive power plants. However, if the
Captive Plant Capacity is less than or equal to contracted maximum
demand with licensee, such captive power plant capacity will not
attract grid support charges.

The grid support charges methodology which was approved in Tariff
Orders up to FY 2008-09 is adopted and proposed for the FY 2022-
23.




additionally subtracted from the CPP capacity”. We request to Hon’ble
commission to consider the Captive Demand instead of difference between
installed capacity of CPP and CMD of CPP.

16 | The proposed levy of GSC at such a high rate will be a death knell for large
process industries which depend upon captive power at reasonable cost.
The proposed GSC will hit at the core viability of the principal industry
resulting in closure of operations and in loss of direct and indirect
employment aside from loss of revenue to the exchequer.

17

We object the proposed levy on Captive Power Plants (CPPs) inter alia
alleging that the levy was devoid of merits, excessive; that there was no
evidence of actual forbearance / costs /damages on the part of the grid on
account of CPPs running parallel operation and if at all, it was only for
export of surplus power from CPPs. We also claim that we have adequate
protections against any power load throwback within the permitted time
intervals under the grid code and accordingly refuted the claim of TS
DISCOMS as being without merits.

As per the proposed Grid Support Charges, in case of CPPs exporting
firm power to TSTRANSCO, the capacity, which is dedicated to such
export, will also be additionally subtracted from the CPP capacity
while calculating grid support charges.

182




Replies to the Objections/Suggestions raised on ARR & Tariff Proposals for Retail Supply Business including Cross Subsidy Surcharge for Open
Access Consumers for the FY 2022-23 by Sri G.Sriram, Sainagar, Nagole, Hyderabad

S.No.

Summary of Objections / Suggestions

Response of the Licensee

In response to the tariff proposals made by the DISCOMs, | would like to make a
suggestion to reduce the financial burden on DISCOMs and also Government (on
account of subsidy) while making the DISCOMS viable financially. This may be
forwarded to the Government for favourable orders. Government is giving free
power agriculture. Such power is for the purpose of cultivation through
motors. Government is spending so much on this account in the form of
subsidy. On the other hand, the consumption on account of agriculture is not
available to the DISCOMs, as the figure is a derived consumption than actual
consumption. Tapping the natural potential is need of the day, as it is cheap and
abundant. Only thing which is required is the strong will to tap such
potential. Installation of Solar water motors for agricultural sector will solve the
problem of “free power” and tapping the natural potential.

Next question that comes to mind is how to meet the capital expenditure on
account of purchase of solar water motors. There could be two alternatives for
such capital expenditure. One is to explore any Central Government funded
schemes or the State Government schemes. | find a scheme of Government of
Telanganain thisregard. The scheme of Rytu Bandhu. Governmentis giving away
crores of rupees to the farmers, without knowing its purpose of spending. Instead
of sparing such crores of rupees without knowing the purpose of spending, it is
better to give away the solor motors in one year in place of Rytu Bandhu. Next
year being the election year, it may not be possible to do this as Rytu Bandhu
needs to be continued as it is. The amount spent on this account is for capital
expenditure of purchase of solor motors. On installation, Government can reduce
or save the amount that is being spent on account of agriculture subsidy. On the
other hand, DISCOMs are not burdened on free supply as the motors run on the
own electricity generated. | sincerely request TSERC to pursue the issue with the
Government, enabling them to implement as the power purchase cost can be
saved by this system.

TS Discoms make note of the suggestions provided by the
objector.

The proposition made by the objector is in line with the
Component C of PM KUSUM scheme of Govt. of India.

TS Discoms are participating in the Component A of PM KUSUM
scheme, with an allocation of 500 MW issued from MNRE.

Component C (Part I) of PM KUSUM scheme, hasn’t picked up
to the expected level in majority of the states, as there are
ambiguities on the capital contribution from the state
governments (30%) and the inability of farmers to raise the
balance capital cost (40%).

Regarding Component C (Part Il) of the PM KUSUM scheme, TS
Discoms had requested MNRE to exempt incentivizing the
farmers in Telangana state, given the unique situation with
24x7 free power supply given to agriculture consumers. The
request by TS Discoms was not accepted by MNRE. Hence, TS
Discoms have surrendered its allocation of 65,000 pumps to
MNRE, for KUSUM Component C (feeder level solarisation)

TS Discoms haven’t explored the GoTS Rytu Bandhu scheme for
meeting the capex requirement of solar motors.
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Replies to the Objections/Suggestions raised on ARR & Tariff Proposals for Retail Supply Business including Cross Subsidy Surcharge for Open
Access Consumers for the FY 2022-23 by Sri Ankit Maheshwari, Fortum Charge and Drive India Private Limited, The Oberoi Centre,Building
11,Level 6, DLF Cyber City , Phase 2,Gurugram — 122002.

S.No.

Summary of Objections / Suggestions

Response of the Licensee

Hon commission, TSERC in 2018 had ordered single part tariff for a
minimum period of 3 years to spur electric mobility in Telangana.
Though the minimum period is coming to a close, we request to
extend the single-part tariff structure (EV tariff LTIX and HTIX) to
atleast until 2025, as the last 3 years have not spurred optimal
demand.

The same has been suggested by Ministry of Power guidelines dated
14 Jan 2022, in which clause 7.1 quotes “ The tariff for supply of
electricity to Public EV Charging Stations shall be a single part tariff
and shall not exceed the "Average Cost of Supply" till 31st March,
2025”. We thus request TSSPDCL and Hon Commission, TSERC to
provide a single part tariff at ACOS (and no fixed charges) as proposed
under this ARR. The other charges proposed by TSSPDCL like monthly
minimum charges (single/three phase) on both LTIX and HTIX shall
have a huge bearing on individuals and organizations wanting to
contribute to development of EV charging infrastructure in these
nascent time, when the demand is much lesser than anticipated. The
covid scenario since 2020 has also dampened sentiments of EV
adoption and we sincerely request you to extend the current EV tariff
at LTIX and HTIX until 2025.

The above guidelines also clearly suggests supply at “average cost of
supply until 31 March 2022”, hence we request the honorary
commission (TSERC) and TSSPDCL to provision the input tariff at LTIX
and HTIX at or lower than avg cost of supply. Hon Commission in 2018
had stipulated lower than ACOS to spur demand and we sincerely
request to extend the same principles until 2025 atleast.

The last tariff hike in the state was approved by the Hon’ble Commission in
FY 2016-17. While, it has been five years now since the last tariff hike, but
in the said duration, all the costs incurred by TS Discoms in terms of Power
purchase cost, Transmission and Network cost etc. have increased
significantly, leading to a constantly increasing revenue gap.

Hence, TS Discoms believe that the proposed tariff hike is inevitable and
justified to improve its financial condition and better customer serviceand
accordingly request the Hon’ble Commission to approve the same after due
regulatory proceedings.

Under Telangana EV & ESS policy 2020-30, TS has already committed to to
attract investments worth $ 4.0 Billion and create employment for 120,000
persons by year 2030; Generate demand for battery storage solutions by
driving EV adoption incentives and supply side incentives for battery
manufacturing; To proactively support creation of EV charging
Infrastructure in the initial phase and eventually create market for
commercially viable EV Charging business.

In addition to above TS have provisions for huge demand side incentive,
Charging infra. incentives and EV manufacturing incentives.

TS Discoms want to state that the current proposed Energy changes for EVs
category Rs. 7.00/unit is less than the ACoS (Rs. 7.10/unit for TS Discoms).TS
Discoms have proposed Fixed charge for this category on par with other
categories. Also, other states in the country have also proposed fixed
charges for EV category like Karnataka, Gujarat, MP, Haryana, Rajasthan,
Maharashtra etc.

Having said that, TS Discoms make note of the references shared by the
objector on the tariffs for EV, and shall abide by the directions given by the
Hon’ble Commission, as it deems fit.
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We direct your kind attention to clause 2.1(i) of MOP guidelines which
states “Public Charging Station shall be provided within time period
not exceeding seven days in metro cities, fifteen days in other
municipal areas and thirty days in rural areas”. We request you to
kindly provide a defined timeline for this activity

TS Discoms make a note of the request raised by the objector and try to
release the connection to PCS as early as possible.
TS Discoms shall abide by the directions given by the Hon’ble Commission.

We also direct your kind attention to Clause 2.2 of MOP guidelines
stating * Any Public Charging Station/ Chain of Charging Stations may
obtain electricity from any generation company through open
access” .We sincerely request TSSPDCL and Hon commission to relax
the open access procurement restrictions to 20kW specially for EV
charging stations. Moreso, we request the Hon commission to
aggregate EV charging load in the State of Telangana from single point
of supply to multiple under aggregation mode.

As per Regulation 2 0f 2005, Open Access Terms and Conditions dated July
1, 2005, clause 8.1 mentions the eligibility criteria for getting open access.
As per the said clause open access can be granted for contracted capacity
greater than 1 MW, provided the commission may allow Open access to the
consumers of capacity 1 MW or less in due course of time.

TS Discoms shall abide by the directions given by the Hon’ble Commission.
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Objections / Suggestions received from Sri Saurobroto Dutta, Associate Advocate, Hemanth Shah Associaes,
(Fortum Charge & Drive India (P) Ltd., 81/1, Adchini, Sri Aurobindo Marg, New Delhi — 110017

SL.
No.

Summary of Objections / Suggestions

Response of the Licensee

We are the counsel on behalf of Fortum Charge & Drive India (P) Ltd., and
intend to draw attention of the Hon’ble Telangana Electricity Regulatory
Commission with reference to the public notice issued on 29.12.2021.

As per the public notice dated 29.12.2021, it was informed that the
Southern Power Distribution Company of Telangana Limited has invited
objections/comments to the Aggregate Revenue REquireent (ARR) and
Filings for Proposed Tariff (FPT) for the Retail Supply Business for the
financial year 2022-23. That the said public notice further states that the
objections/comments along with the relevant documents is supposed to
be submitted with the Hon’ble TSERC on 28.01.2022 by 5:00 PM. In this
regard, please be informed that we have received our mandate for filing
the objections/comments on 24.01.2022 and are facing dicciulty of time
constraiant for filing the same by today.

As per our discussion, it is respectfully informed that we are in the process
of drafting the objections and the final version of the same shall be
submitted on 31.01.2022. We hereby humbly request before this Hon’ble
Commission to allow us an extension to file our comments/objections
along with the relevant material by 31.01.2022

Kindly let us know if any further assistance is equired at our end.

The matter is in the jurisdiction of Hon’ble Commission.
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Replies to the Objections/Suggestions raised on ARR & Tariff Proposals for Retail Supply Business including Cross Subsidy Surcharge for Open
Access Consumers for the FY 2022-23 by M/s. Nava Bharat Ventures Ltd, Nava Bharat Chambers, Raj Bhavan Road, Hyderabad-500082

S.No

Summary of Objections / Suggestions

Response of the Licensee

While filing the Tariff Proposals (ARR) for FY 2022-23, The Distribution Licensees in
Telangana have proposed, inter alia, a levy of Grid Support Charges on Captive
Power Plants (CPPs) in Telangana for parallel operation with Grid as mentioned
below.

"Persons operating Captive Power Plants (CPPs) in parallel with T.S. Grid have to
pay 'Grid Support Charges 'for FY 2022-23 on the difference between the capacity
of CPP in kVA and the contracted Maximum Demand in kVA with Licensee and all
other sources ofsupply, at a rate equal to 50% of the prevailing demand charge for
HT Consumers. In case of CPPs exporting firm power to TSTRANSCO, the ix capacity,
which is dedicated to such export, will also be additionally subtracted from the CPP
capacity.

In the ARR, The DISCOMS considered the erstwhile APERC's Order dated 08.02.2002
referring to the para 64 of Judgement of Hon'ble Supreme Court Order dated
29.11.19, the excerpt of which is as below,

64. Any Government Order or Incentive Scheme does not govern the Grid Support
Charges. Grid Code is the basis for levy of the Grid Support Charges, which came to
be approved by the Commission on 26.5.2001. The same is also reflected in the
impugned order. The Grid Support Charges can be levied, and the order dated
8.2.2002 of the Commission is, thus on the parity of the reasonings, has to be upheld
considering the provisions of Section 21 (3) of the Reforms Act, 1998. Under section
Il read with section 26 of the Reforms Act, 1998, all fixed charges under the
distribution and Grid Support Charges are leviable only at the instance of a
distribution company, and because of the discussion above, the Commission has
the powers to determine it. In the agreements also there is a power where the
Board could have fixed the Grid Support Charge unilaterally, but because of
Reforms Act, 1998 came to be enacted, the application was filed in the Commission.
After that, the Commission has passed the order in accordance with the law. We

Supreme Court order dt. 29.11.2019, has empowered the
State Regulatory Commissions, to levy the Grid Support
charges. The same is also supported by various APTEL
judgments (dt. 29.09.2015-Renuka Sugars v/s. GERC, PGVCL,
Gujarat TRANSCO; dt. 18.02.2012-Chhattisgarh State Power
Distribution v/s. Godawari Power &lspat Ltd) and SERC orders.

Research paper on “Grid Support charges on Captive power
plant”, by K. Balaraman, Ananthapadmanabha, R. Nagraja, K.
Parthasarthy; presented at [IT Madras — National Power
System Conference 2004 also supports Technically the
application of Grid Support Charges on Captive Power Plants.

The above mentioned Supreme Court order was issued after
the enactment of Electricity Act 2003. TS Discoms are notin a
position to dispute the findings of the Supreme Court.
Objectors are requested to take up the issue separately.

187




find no fault in the same. Thus, the order of the Commission concerning the Grid
Support Charges has to be upheld...

The Hon 'ble Supreme Court upheld the Order of APERC but the facts remain that
there was nothing mentioned in the Grid Code on grid support charges and/or
under the provisions of the Reforms Act, 1998. But unfortunately, there was no
mention about the provisions of the Electricity Act 2003 (The Act). In fact, there is
no provision in the Act for determination of Grid Support Charges. The provisions
of the Reforms Act 1998 are applicable only till implementation of Electricity Act
2003.

The levy of grid support charges is also a part of recovery of
fixed charges incurred by the Distribution licensee for
providing benefits of the parallel operation with Grid to the
CPPs.

We, Nava Bharat Ventures Limited, own and operate 1 14 MW Captive Power
Station comprising one 50 MW Unit and two 32 MW Units at Paloncha, in
Kothagudem-Bhadradri District wish to submit our objections and concerns on the
proposed levy of Grid Support Charges by TS DISCOMS as under.

No comments

While proposing the above GSC, the DISCOMs have considered the following
advantages to CPPs relying on The Hon'ble Chhattisgarh State Electricity Regulatory
Commission's (CSERC) discussion paper on parallel operation charges
dated01.06.2008 and Order dated 31.12.2008, the excerpt of which is as follows:

"10.1 Advantages to CPPs:

(I) The fluctuations in the load are absorbed by the utility grid in the parallel
operation mode. This will reduce the stresses on the captive generator and
equipment’s. The bulk consumer can operate his generating units at constant
power generation mode irrespective of his load cycle.

(2)Fluctuating loads of the industries connected in parallel with the grid inject
harmonics into the grid. The current harmonics absorbed by the utility grid is much
more than that by CPP generator. These harmonics flowing in the grid system are
harmful to the equipment’s and are also responsible for polluting the power quality
of the system.

No comments
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(3)Negative phase sequence current is generated by unbalance loads. The
magnitude of negative phase sequence current is much higher at the point of
common coupling than at generator output terminal. This unbalance current
normally creates problem of overheating of the generators and other equipments
of CPP, if not running in parallel with grid. When they are connected to the grid, the
TSNPDCL Tariff & Cross Subsidy Surcharge Proposals for FY2022-23 negative phase
sequence current flows into the grid and reduces stress on the captive generator.

(4)Captive power plants have higher fault level support when they are running in
parallel with the grid supply. Because of the higher fault level, the voltage drop at
load terminal is less when connected with the grid.

(5)0On account of increase in plant load factor of captive generator, additional
revenues can be generated by the CPPs by sale ofsurplus power to the utility.

(6)In addition to the above, CPPs enjoy the following advantages also: (i) In case of
fault in a CPP generating unit or other equipment, bulk consumers can draw the
required power from the grid and can save their production loss. (ii) The grid
provides stability to the plant to start heavy loads like HT motors. (iii) The variation
in the voltage and frequency at the time of starting large motors and heavy loads,
is minimized in the industry, as the grid supply acts as an infinite bus. The active and
reactive power demand due to sudden and fluctuating load is not recorded in the
meter. (iv) The impact created by sudden load throw off and consequent tripping
of CPP generator on over speeding is avoided with the grid taking care of the impact.
(v) The transient surges reduce the life of equipment of the CPP. In some cases, the
equipment fails if transient is beyond a limit. If the system is connected to the grid,
it absorbs the transient load. Hence, grid enhances the life of CPP equipments.

No comments

In the above matter, The Power Distribution Companies in Telangana and The Hon'
ble Telangana Electricity Regulatory Commission have invited the stakeholders to
file their comments/suggestions/objection, if any, on or before 5.0 pm on
28.01.2022.

No comments
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HISTORY OF GRID SUPPORT CHARGES (GSC):

1.The Grid Support Charge (GSC) was initially levied by the erstwhile Hon "ble APERC
vide Order in O.P.No. 1 of 1999 dated 08.02.2002 in the context of the AP Electricity
Reform Act, 1998. The GSC order was implemented vide Tariff Order FY 2002-03
from 01.04.2002. The same was challenged before the Hon'ble High Court for the
erstwhile State of A.P which was decided in favour of the generators/Captive Power
Producers (CPPs) the levy of grid support charges was set aside. An Appeal was filed
by APTransco (Civil Appeal No. 4569 of 2003) in the Hon'ble Supreme Court. The
Hon'ble Supreme Court, vide its judgement dated 29.11.2019 affirmed the orders
of the erstwhile Commission.

2.It is pertinent to note that the prevailing conditions during 2002 and the present
are totally different. When the Act is not in existence, there was no concept of Open
Access, Transmission and Wheeling. The same were allowed by means of mutually
agreed agreements at that time.

3.It is pertinent to note that the erstwhile APERC was constituted under the AP
Electricity Reform Act, 1998, and passed the order in O.P.No.1 of 1999 in exercise
of its powers under the said Act.

The grid support charges are approved in Tariff Orders up to
FY 2008-09 issued by the erstwhile Hon’ble APERC. The same
grid support charges methodology which was in Tariff Orders
up to FY 2008-09 is adopted and proposed for the FY 2022-23.

THE IMPACT OF THE ELECTRICITY ACT, 2003:

1.In 2003, the Electricity Act, 2003 ("Act") came into force. The Act brought in
substantial changes to the previous regime, including the establishment of State
Commissions, delicencing of Generation, unbundling of transmission and
distribution, specification of tariffs and charges, crystallized the scheme of Open
Access, brought in procedures and standards to enforce discipline, etc. However, it
left the Commissions established by States under earlier State enactments (such as
the AP Electricity Reform Act, 1998) untouched and treated them to be
Commissions established under the Act, essentially conferring them with powers
under both Acts, in as much as the State enactments were not in derogation to the
Act.

The grid support charges are being proposed by the
Distribution Licensee for consumers who are having parallel
operation of Captive Power Plants with grid. The Distribution
Licensee’s 132kV & above level HT consumers are not paying
Transmission charges & SLDC charges to respective entities
even though connected to 132kV & above level. These
consumers are paying retail supply Tariffs as approved by the
Hon’ble State Commission from time to time which s inclusive
of all costs (Incl. SLDC & Transmission Charges).

The advantages of parallel operation with the grid are
benefited by the CPPs in addition to other facilities of other
consumers. In view of the additional benefits than the normal
other consumers, the CPPs who intended to use and benefit
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2.0pen Access was introduced under Section 42 of the Act, in pursuance to which
APERC Regulation Nos.2 of 2005 and 2 of 2006 were also promulgated by the
erstwhile Commission.

3.Under the provisions of the Act, a separate agency by SLDC/RLDC/NLDC were
created to take care of the Grid. SLDC/RLDC is responsible for maintaining grid
security, Load forecasting, scheduling and dispatching and balancing of generation
and demand (load). The ARR of SLDC was already approved in the MYT Tariff 2021-
23. The DISCOMs have no role in maintaining Grid security and have to comply with
the directionsissued by SLDC/RLDC. Hence, in the present scenario, there isno need
to propose GSC by DISCOMs and the DISCOMs have no role in seeking GSC from
CPPs connected at 132 KV level.

4. TSTRANSCO and DISCOMs are responsible for Transmission and Wheeling
business and can levy these charges only while the levy of GSC at 132 KV level is
under the purview of SLDC only. Therefore, TSTRANSCO and DISCOMSs have nothing
to do with GSC. The ARR of Transmission and DISCOMs distribution business is
recovered through Transmission charges and wheeling charges as approved in the
relevant MYT orders. As the present ARR and Tariff proposal is to recover the retail
supply business costs, the DISCOM has no role in proposing any GSC at voltage level
132 KV.

5.Itis also pertinent to note that this Hon 'ble Commission is constituted under the
Act, and thus the earlier AP Electricity Reform Act, 1998 under which GSC were
earlier determined is neither applicable nor relevant in the present day. The Act,
2003 specifically lays down the charges and tariffs to be collected, and no charges
beyond what is prescribed can be levied. Admittedly, there is no charge such as GSC
mentioned in the Act or the regulations, let alone under S.62 under which
thepresent petitions are filed, and as such, any such proposal to levy GSC is without
jurisdiction.

6.1t is thus submitted that the scope of present ARR for Retail Supply Business for
FY 2022-23 should be strictly confined in terms of Section 62 of the Act r/w
Regulation 4 of 2005 as adopted under Regulation 1 of 2014, and Section 42 of the

from parallel operation need to compensate through Grid
Support charges.

The said Grid Support charges are also part of Retail Supply
Tariffs and these charges are proposed to levy on the CPPs
who intended to use and benefit from parallel operation.
Hence the proposal of Grid Support charges for FY 2022-23 are
well within the provisions of Act.

However, the full Bench of Tribunal in Appeal No. 120 of 2009
relating to Parallel Operation Charges (Grid Support Charges)
in Chhattisgarh by Order dated 18.02.2011 stated that the
State Commission is empowered to deal with the question as
to whether the levy of parallel operation charges is
permissible or not. This aspect has been dealt with by this
Tribunal in judgment dated 12.9.2006 in Appeal No0.99 of
2006. In the said judgment, this Tribunal upheld the levy of
parallel operation charges by the State Commission. Further,
the Apex Court of India by its judgment dated 29.11.2019 in
Civil Appeal No 8969 of 2003 (Grid Support Charges Batch
matters) held that the State Electricity Regulatory Commission
is vested with the power to determine the grid support
charges.
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Act for the purpose of determination of CSS and any proposal of the DISCOMs to
levy GSC is itself misconceived and patently without jurisdiction.

Without Preiudice to above submissions of the very authority and iurisdiction to
levy GSC. the following further submissions are made.

Captive Power Generation is delicensed under the Electricity Act so as to lessen the
burden on the Grid in meeting the distributed loads. The provision in Para 5.2.26 of
National Electricity Policy 2005 notified by Govt of India laid emphasis on grid
connectivity of captive generators even under open access regime which is
reproduced below:"

"Under the Act, captive generators have access to licensees and would get access
to consumers who are allowed open access. Grid inter-connection for captive
generators shall be facilitated as per Section 30 of the Act. This should be done on
priority basis to enable captive generation to become available as distributed
generation along with the grid.

In the spirit of this legislation and rules framed thereunder, determination of Grid
Support or Parallel Operation Charge should follow the principles of transparency,
actual forbearance and fair computation based on time tested methodology. The
proposed levy does not meet any of these criteria and is arbitrary.

The licensee has not denied CPPs access to grid or availing of
parallel operation benefits, the captive generators who
intended to use and benefit from parallel operation need to
compensate through Grid Support charges.

In the case of CPPs availing Open Access for transmission and wheeling of power
from the generation point to the consumption point, Grid levies charges as
determined by the regulator from to time. Even in these cases there is an
established mechanism of Ul charges which essentially address the so-called grid
support or parallel operation. The proposed levy by the TSDISCOMs is therefore
quite arbitrary, excessive and is not supported by quantifiable data.

TS Discoms wants to state that the Ul charges are levied to the
tune up to ~12% of the deviation charges in the case where a
Generator or a Discoms deviates from their said drawl or
injection schedule.

However, if the same generator or to be particular a captive
power plant deviates from its said injection schedule say upto
a quantum of more than 12% then this level of deviation is
absorbed by the Grid. In this case Grid acts as a stabilizer. Thus
Ul charges amount for only a fraction of the quantum of
deviation, whereas Grid support charges help to further
develop the grid to absorb the rest of deviations.
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The Transmission system of the Transco/Discom should be so designed that it
should take care of fluctuating load of the consumer as it is the duty of the
transmission licensee under Section 40 of Electricity Act, 2003. More over
variation of load of a consumer having CPP is much less than a consumer without
CPP.

1.

CPPs absorb some amount of harmonics whereas a consumer withoutCPP
inject full guantum of harmonics generated to the grid.

The unbalanced voltage of the grid is a source of negative phase sequence
current which is absorbed by the generators of CPP.

Fault level depends upon the generation capacity connected to the grid. The
parallel operation of CPPs with the grid is infact beneficial with some degree
of voltage support that the CPPs extend to the Grid

As per Regulations of Supply Code, Industries having CPPs can draw
emergency power up to the capacity of largest generating unit by paying
required tariff. CPP's drawl of power is limited to "start-up power" that too
when there is total loss of generation of the CPP. The drawl of power for
production purposes, is limited to the CMD as per the Power Supply
Agreement with the DISCOM. Otherwise, penalty is attracted. Overdrawl is
prevented by proper setting of the relays at the Grid Sub-station.

It is wrong to state that active and reactive power demand due to sudden
and fluctuating load are not recorded in the meter. Billing is done for all
consumers by integration over 15 minutes period and this is also applicable
for CPPs and so it does not result in any undue advantage.

Due to injection of power by CPPs the load on the transformers in the grid
reduces resulting in less transformer loss."

The CPP are acting as distributed generator at the load center for which the
transmission and distribution loss has been reduced to great extent.

As per Section 7 of the Electricity Act, 2003 any generating company may
establish operate and maintain a generating station if it complies with State
Grid Code and standards of grid connectivity as referred in Section 73 (b) of
the Act. Both Tariff Policy and National Electricity Policy emphasizes the need
for unhindered connectivity of CPPs to the grid. The proposed and arbitrary

The Captive Power Plants continue to get connected to the
licensee network system and operate their plant in
synchronism with the grid due to the following reasons.

The fluctuations in the load are absorbed by the utility grid in
the parallel operation mode. This will reduce the stresses on
the captive generator and equipment.

Fluctuating loads of the industries connected in parallel with
the grid inject harmonics into the grid. The current harmonics
absorbed by the utility grid is much more than that by the CPP
generator. These harmonics flowing in the grid system are
harmful to the equipment and are also responsible for
polluting the power quality of the system.

Negative phase sequence current is generated by unbalance
loads. The magnitude of negative phase sequence current is
much higher at the point of common coupling than at the
generator output terminal. This unbalanced current normally
creates a problem of overheating of the generators and other
equipment of CPP, if not running in parallel with the grid.
When they are connected to the grid, the negative phase
sequence current flows into the grid and reduces stress on the
captive generator.

Captive power plants have higher fault level support when
they are running in parallel with the grid supply. Because of
the higher fault level, the voltage drop at the load terminal is
less when connected with the grid.

In case of faults in a CPP generating unit or other equipment,
bulk consumers can draw the required power from the grid
and can save their production loss.

The grid provides stability to the plant to start heavy loads like
HT motors.

The variation in the voltage and frequency at the time of
starting large motors and heavy loads, is minimized in the
industry, as the grid supply acts as an infinite bus. The active
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10.

quantum of Grid Support Charge makes the captive power generation
unviable and the spirit of the act and the rules framed thereunder are thus
vitiated.

There is no provision in the statute that empowers the DISCOMS to levy Grid
Support Charges on the CPPs. They, on the other hand are benefited as CPPs
absorbed some amount of harmonics. On the contrary consumer without
CPPs transmit full quantum of harmonics to the grid. The DISCOMs/TRANSCO
is not taking any step to install suitable equipment to filter the harmonics
and injecting those pollutants to the grid for which the CPPs are forced to
suffer. The grid voltage is always unbalanced due to various categories of
consumers and hence is a source of negative phase sequence current which
cause stress on the generators of CPPs.

It is relevant to mention the observation and comments of The Hon 'ble
Orissa Electricity Regulatory Commission in a similar matter, in its Order
dated 31.03.2014 in Case No. 46/2012, the excerpt of which is as follows:

Para- 15 of Order:

'We heard the parties at length and also perused the technical report
submitted by OPTCL. The present installed capacity of the CGPs in the State
as submitted by OPTCL is 5173 MW which is more than or equel to capacity
of other generators connected to Odisha Grid including Odisha share of
power from Central Generation Stations. We agree with the contention of
CCPPO that the pollutants of the Grid like fluctuations in frequency and
voltage, negative phase sequence, distortion due to harmonics etc. are the
resultant effect of all synchronous machines like generators and motors of
the Grid system. These pollutants are injected in to the grid not only by CGPs
but also by other independent generators and machines like motors and arc
furnaces of the consumers. Holding industry having CGPs only responsible
for this is not correct”.

Para-16 of Order:
"After going through the submission of various stake holders of the grid

and reactive power demand due to sudden and fluctuating
load is not recorded in the meter.

The impact created by sudden load throw off and consequent
tripping of CPP generators on over speeding is avoided with
the grid taking care of the impact. Thus the grid acts as the
supporting system for the CPPs for its successful operation in
terms of electrical performances. However, the grid support
being an ancillary service extended by the licensee to the
consumers, it has to be charged to the consumers who utilize
the grid support.

The full Bench of Tribunal in Appeal No. 120 of 2009 relating
to Parallel Operation Charges (Grid Support Charges ) in
Chhattisgarh by Order dated 18.02.2011 stated that the State
Commission is empowered to deal with the question as to
whether the levy of parallel operation charges is permissible
or not. This aspect has been dealt with by this Tribunal in
judgment dated 12.9.2006 in Appeal No.99 of 2006. In the said
judgment, this Tribunal upheld the levy of parallel operation
charges by the State Commission. Further, the Apex Court of
India by its judgment dated 29.11.2019 in Civil Appeal No 8969
of 2003 (Grid Support Charges Batch matters) held that the
State Electricity Regulatory Commission is vested with the
power to determine the grid support charges. Hence, the levy
of grid support charges is well within the provisions.

The grid support charges are not for drawl of power from the
Distribution Licensee, but for utilization of parallel operation
benefits by captive generators.
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system we conclude that the behaviour of industries having CGPs and also
without CGPs varies case to case basis. There are ample provisions in the
Odisha Grid Code to regulate the behaviour of entities connected to the
OPTCL system. Hence, a generic method of calculation of Grid Support
Charges for all industries may not be proper. The Petitioner has failed to
submit a State-wide study before us on which a decision could have been
taken. One solution fits all can 't be applicable here. So implementation of a
model of another State in our State will not be proper.

Para- 17 of Order:

"There are enough provisions in Odisha Grid Code, 2006 to maintain quality
supply in the grid system. Regulation 4.7 of Odisha Grid Code discuss elaborately
the ideal behaviour of constituents of the Grid. OPTCL should play the role of
watchdog and analyze the pollutant injected by various constituents of the grid
system. CGPs and industries injecting pollution should be directed to take up
remedial measures like installation of capacitors, filters for harmonics, etc. so
that grid pollution will be minimized. The non-compliance by any industry or
industry having CGP of the Grid Code should be dealt as per Regulation 1.18 of
OGC, 2006. Therefore, the prayer of OPTCL for levy of Grid Support Charges is
not acceptable.”

11. Further, when GSC was proposed by APERC during the year 1999 and 2002,
the Electricity Act was not in force. The Act is in force from 2003 and Section
9 of Electricity Act does not differentiate between CPP and IPP as far as grid
connectivity is concerned and hence both should be treated equitably from
the viewpoint of grid connectivity and support.

12. The proposed levy of GSC aims to stifle the consuming industries by this
arbitrary levy, which in turn erodes the viability of the principal industry to a
point that it must perforce cease operations.

13. CPPs have repeatedly expressed their willingness to provide additional
protections in their facilities as desired by the grid to see that no untoward
load throwbacks or fault currents or reactive power surges happen.

The licensee has not denied CPPs access to the network; the
captive generators who intended to use and benefit from
parallel operation need to compensate through Grid Support
charges.

The advantages of parallel operation with the grid are
benefited by the CPPs in addition to other facilities of other
consumers. In view of the additional benefits than the normal
other consumers, the CPPs who intended to use and benefit
from parallel operation need to compensate through Grid
Support charges. The said Grid Support charges are also one
of the components in Retail Supply Tariffs and these charges
are proposed to levy on the CPPs who intended to use and
benefit from parallel operation. Hence the proposal of Grid
Support charges for FY 2022-23 are well within the provisions
of Act.

Further, the Apex Court of India by its judgment dated
29.11.2019 in Civil Appeal No 8969 of 2003 (Grid Support
Charges Batch matters) held that the State Electricity
Regulatory Commission is vested with the power to determine
the grid support charges.
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14.

15.

16.

The levy of GSC in 1999 was proposed when the generation shortfall was
prevailing,and the TSDISCOMS were going through occasional R&C periods
and frequency fluctuations, etc. when the Regulator considered that the
proposed levy had merits. However, the TS Grid has since improved / made
many strides in Grid size, availability of power and attained stability and is
one of the few Grids in the country being engaged in export of power on a
steady basis. Aggregate capacity of the CPPs now is relatively marginal
compared to the Grid Size and no real forbearance could be possible
warranting such huge and arbitrary levy.

Grid Support Charges can not be a substitute for Demand or Capacity
Charges which are determined on a wider basis by the regulator. So the
proposed levy of Grid Support Charges based on applicable demand charge
is arbitrary, excessive and results in undue enrichment of the TSDISCOMs at
the expense of CPPs

For the various reasons cited above, the Grid situation requires to be
thoroughly reviewed with reference to the fact whether the Grid suffers any
forbearance in providing parallel operations of CPPs. We request the Hon'ble
Commission to procure from the Licensees that such a review be conducted
on an arms-length basis by an independent third party, taking into account
the actual power harmonics, fault currents or load throwbacks as claimed by
TSDISCOMS and also to arrive at a justifiable and reasonable charge based
on actual cost / damage suffered by the Grid, if any, in providing such parallel
operations to CPPs

17. The prevailing parallel operation charge which is equivalent to the proposed

GSC in other States is as follows:

Name of the |Grid Support Charges

State Rs/KVA/Month

Madhya Pradesh | Rs.20/KVA/Month

Rajasthan Rs.20/KVA/Month

Gujarat Rs.26/KVA/Month

Tamilnadu Rs.30/KVA/Month

The Hon’ble Supreme court in its order on Determination of
Grid support charges dated 29.11.2019 upheld the Hon’ble
APERC’s order quoted above concerning Grid support
charges. The licensee has proposed the same grid support
charges methodology approved in APERC order dated
08.02.2002 which is upheld by the Hon’ble Supreme court of
India.

The proposed grid support charges shall be levied on
differential capacity only i.e., difference between CPP capacity
and CMD with Distribution Licensee. Whereas in other states,
these grid support charges are calculated in entire capacity of
Captive Power Plant (CPP). Moreover, if the CMD with
licensee is more than or equal to capacity of CPP, there will
not be levied any grid support charges to such consumer.
Grid Support charges computation example:

Captive Capacity = 100 MVA = 100,000 kVA ......[a]

CMD with Distribution licensee = 90 MVA = 90,000 kVA......[b]

Differential capacity = [a-b] = 10 MVA = 10,000 kVA ....[c]
GSC (Rs. Cr.) = ¢ * 50% of Demand charges

=10000 * (50% of say Rs. 475) / 10"7

=Rs. 0.2375 Cr./ month

Comparison of GSC with other states like Madhya Pradesh,
Gujarat, Tamil Nadu, Chhattisgarh

Consider GSC @ Rs. 25 / kVA / month
Captive Capacity = 100 MVA = 100,000 KVA
GSC (Rs. Cr.) =25 * 100000 / 10n7

=Rs. 0.25 Cr. / month

Thus GSC determined by TS Discoms is very much justifiable.
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J&K

Rs.16/- per kVA per month on the installed ca acit of the CPP

Karnataka Nil

Kerala Nil

Odisha Nil

West Bengal Nil

18.

19

The above utilities have proposed these rates after third party analysis.

From the above table it can be seen that the parallel operation charge or
GSC in other States has either not been levied or has been worked out based
on clear parameters of the costs incurred by the Grid and so are considered
475per KVA per month, proposed by TSDiscoms. The proposed levy has no
basis and is grossly excessive, arbitrary, and so requires to be rejected or

reduced substantially as validated by an independent third-party analysis.

It may please be noted that, before determination of GSC/POC, The Hon'ble
Chhattisgarh State Electricity Regulatory Commission (CSERC) has assigned
this responsibility to an independent third party M/s.Electrical Research &
Development Association (ERDA) to study various system data and system
parameters of representative selected CPPs. Accordingly, ERDA has
measured various system parameters like harmonics, unbalance current,
plant load factor, load cycle, fault level calculations etc by measurement on
selected CPPs and relevant substation and finally ERDA has suggested
working out the parallel operation charges on sound technical basis taking
into consideration advantages and disadvantages to both CPPs & CSEB and
submitted its recommendation to CSERC. Accordingly, CSERC determined
Grid support charges Rs.21/KVA/Month. Similarly, The Hon 'ble OERC has
also appointed an independent third party for system study before
determination of GSC.

. We request the Hon'ble Commission to engage a similar independent

reputed third party to conduct a thorough analysis of system study and
technical issues concerning power load throwbacks by CPPS/consuming

However, if the Captive Plant’s Capacity is less than or equal
to contracted maximum demand with licensee, such captive
power plant will not attract grid support charges.

Supreme Court order dt. 29.11.2019, has empowered the
State Regulatory Commissions, to levy the Grid Support
charges. The same is also supported by various APTEL
judgments (dt. 29.09.2015-Renuka Sugars v/s. GERC, PGVCL,
Gujarat TRANSCO; dt. 18.02.2012-Chhattisgarh State Power
Distribution v/s. Godawari Power &lspat Ltd) and SERC orders.

Research paper on “Grid Support charges on Captive power
plant”, by K. Balaraman, Ananthapadmanabha, R. Nagraja, K.
Parthasarthy; presented at [IT Madras — National Power
System Conference 2004 also supports Technically the
application of Grid Support Charges on Captive Power Plants.
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20.

21.

22.

23.

24,

industries, power harmonics in parallel operation of CPPs, size of the CPPs
and judiciously arrive at a reasonable charge as has been followed by other
state utilities to arrive of the grid support charges/parallel operation charges.
TS DISCOMS also should pursue this best practice to obtain an arm's length
analysis and fair rates for all constituents.

The proposed levy of GSC at such a high rate will be a death knell for large
process industries which depend upon captive power at reasonable cost. The
proposed GSC will hit at the core viability of the principal industry resulting
in closure of operations and in loss of direct and indirect employment aside
from loss of revenue to the exchequer.

There is no mention of basis and methodology by DISCOMS for the proposed
GSC of 50% of demand charges. If we consider the proposed GSC, a captive
power generating plant having installed capacity of 100 MW, is needs to pay
GSC of Rs.2.97 Crores per month and Rs.35.63 Crores per annum, forcing
closure of the industry in Telangana.

In our case, the CPPs installed capacities are much higher when compared to
our captive load to ensure higher availability for captive use. Since our
installed and operating capacity of captive load is much lower than installed
Capacity of Captive Power plant, it is required to connected with grid for
export of surplus power through open access.

Since it needs to import startup power during the occasions of blackout, the
grid connection is required.

The Grid connection is requited to import renewable energy .

The grid support charges were approved in Tariff Orders up to
FY 2008-09 issued by the erstwhile Hon’ble APERC.

The proposed grid support charges are very negligible per unit
in respect of generation of captive power plants. However, if
the Captive Plant Capacity is less than or equal to
contractedmaximum demand with licensee, such captive
power plant capacity will not attract grid support charges.

The grid support charges methodology which was approved in
Tariff Orders up to FY 2008-09 is adopted and proposed for
the FY 2022-23.

As per the proposed Grid Support Charges, in case of CPPs
exporting firm power to TSTRANSCO, the capacity, which is
dedicated to such export, will also be additionally subtracted
from the CPP capacity while calculating grid support charges.
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Replies to the Objections/Suggestions raised on ARR & Tariff Proposals for Retail Supply Business including Cross Subsidy Surcharge for Open
Access Consumers for the FY 2022-23 by Sri A.K.AGRAWAL, GM(Electrical), Orient Cement Ltd, Devapur Plant:PO Devapur Cement
Works,District:Adilabad-504218

zlo Summary of Objections / Suggestions Response of the Licensee
1 | While filing the Tariff Proposals (ARR) for FY 2022-23, The Distribution

Licensees in Telangana have proposed, inter alia, a levy of Grid
Support Charges on Captive Power Plants (CPPs) in Telangana for
parallel operation with Grid as mentioned below.

“Persons operating Captive Power Plants (CPPs) in parallel with T.S.
Grid have to pay ‘Grid Support Charges’ for FY 2022-23 on the
difference between the capacity of CPP in kVA and the contracted
Maximum Demand in kVA with Licensee and all other sources of
supply, at a rate equal to 50% of the prevailing demand charge for HT
Consumers. In case of CPPs exporting firm power to TSTRANSCO, the
ix capacity, which is dedicated to such export, will also be additionally
subtracted from the CPP capacity.”

In the ARR, The DISCOMS preferred to consider the above
term considering the erstwhile APERC’s Order dated 08.02.2002 and
referring the para 64 of Judgement of Hon’ble Supreme Court Order
dated 29.11.19, the excerpt of which is as below,

64. Any Government Order or Incentive Scheme does not govern the
Grid Support Charges. Grid Code is the basis for levy of the Grid
Support Charges, which came to be approved by the Commission on
26.5.2001. The same is also reflected in the impugned order. ........The
Grid Support Charges can be levied, and the order dated 8.2.2002 of
the Commission is, thus on the parity of the reasoning’s, has to be
upheld considering the provisions of Section 21 (3) of the Reforms
Act, 1998. Under section 11 read with section 26 of the Reforms Act,

Supreme Court order dt. 29.11.2019, has empowered the State Regulatory
Commissions, to levy the Grid Support charges. The same is also supported
by various APTEL judgments (dt. 29.09.2015-Renuka Sugars v/s. GERC,
PGVCL, Gujarat TRANSCO; dt. 18.02.2012-Chhattisgarh State Power
Distribution v/s. Godawari Power &lspat Ltd) and SERC orders.

Research paper on “Grid Support charges on Captive power plant”, by K.
Balaraman, Ananthapadmanabha, R. Nagraja, K. Parthasarthy; presented
at IIT Madras — National Power System Conference 2004 also supports
Technically the application of Grid Support Charges on Captive Power
Plants.

The levy of grid support charges is also a part of recovery of fixed charges
incurred by the Distribution licensee for providing benefits of the parallel
operation with Grid to the CPPs.
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1998, all fixed charges under the distribution and Grid Support
Charges are leviable only at the instance of a distribution company,
and because of the discussion above, the Commission has the powers
to determine it. In the agreements also there is a power where the
Board could have fixed the Grid Support Charge unilaterally, but
because of Reforms Act, 1998 came to be enacted, the application
was filed in the Commission. After that, the Commission has passed
the order in accordance with the law. We find no fault in the same.
Thus, the order of the Commission concerning the Grid Support
Charges has to be upheld...”

The Hon’ble Supreme Court has upheld the Order of APERC
considering the provisions of the Reforms Act, 1998. But
unfortunately, there was no mention about the provisions of the
Electricity Act 2003. In fact there is no provision in EA 2003 for
determination of Grid Support Charges

We, orient Cement Ltd. Limited, own and operate a Captive Power
Plant comprising Two Nos 25 MW at Devapur, Dist: Mancherial wish
to submit our objections and concerns on the proposed levy of Grid
Support Charges by TS DISCOMS as under.

No comments

While proposing the above, the DISCOMs have considered the
following advantages to CPPs relying on The Hon’ble Chhattisgarh
State Electricity Regulatory Commission’s (CSERC) discussion paper
on parallel operation charges dated 01.06.2008 and Order dated
31.12.2008, the excerpt of which is as follows:

“10.1 Advantages to CPPs:

(1) The fluctuations in the load are absorbed by the utility grid in the
parallel operation mode. This will reduce the stresses on the captive
generator and equipment’s. The bulk consumer can operate his

No comments
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generating units at constant power generation mode irrespective of
his load cycle.

(2) Fluctuating loads of the industries connected in parallel with the
grid inject harmonics into the grid. The current harmonics absorbed
by the utility grid is much more than that by CPP generator. These
harmonics flowing in the grid system are harmful to the equipments
and are also responsible for polluting the power quality of the system.

(3) Negative phase sequence current is generated by unbalance loads.
The magnitude of negative phase sequence current is much higher at
the point of common coupling than at generator output terminal. This
unbalance current normally creates problem of overheating of the
generators and other equipment’s of CPP, if not running in parallel
with grid. When they are connected to the grid, the TSNPDCL Tariff &
Cross Subsidy Surcharge Proposals for FY2022-23 33 negative phase
sequence current flows into the grid and reduces stress on the captive
generator.

(4) Captive power plants have higher fault level support when they
are runningin parallel with the grid supply. Because of the higher fault
level, the voltage drop at load terminal is less when connected with
the grid.

(5) On account of increase in plant load factor of captive generator,
additional revenues can be generated by the CPPs by sale of surplus
power to the utility.

(6) In addition to the above, CPPs enjoy the following advantages
also: (i) In case of fault in a CPP generating unit or other equipment,
bulk consumers can draw the required power from the grid and can
save their production loss. (ii) The grid provides stability to the plant
to start heavy loads like HT motors. (iii) The variation in the voltage
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and frequency at the time of starting large motors and heavy loads, is
minimized in the industry, as the grid supply acts as an infinite bus.
The active and reactive power demand due to sudden and fluctuating
load is not recorded in the meter. (iv) The impact created by sudden
load throw off and consequent tripping of CPP generator on over
speeding is avoided with the grid taking care of the impact. (v) The
transient surges reduce the life of equipment of the CPP. In some
cases, the equipment fails if transient is beyond a limit. If the system
is connected to the grid, it absorbs the transient load. Hence, grid
enhances the life of CPP equipment.

In the above matter, The Power Distribution Companies in Telangana
and The Hon’ble Telangana Electricity Regulatory Commission have
invited the stakeholders to file their
comments/suggestions/objection, if any, on or before 5.0 pm on
28.01.2022.

No comments

Our objections against the proposed Grid Support Charges are set
out below for your kind consideration and disposal:

The benefits extended by the licensee to the CPP consumers, it has to be
charged to the consumers who utilize the grid support. Hence, the licensee
has proposed the levy of grid support charges duly adopting the
methodology approved in the APERC order 08.02.2002 and subsequently
upheld by Supreme Court via judgment dated 29.11.2019.

History of Grid Support Charges (GSC):

The Grid Support Charge (GSC) was initially levied by the erstwhile
Hon’ble APERC vide Order in O.P.No. 1 of 1999 dated 08.02.2002 in
the context of the AP Electricity Reform Act, 1998. The GSC order was
implemented vide Tariff Order FY 2002-03 from 01.04.2002. The
same was challenged before the Hon’ble High Court for the erstwhile
State of A.P which was decided in favour of the generators/Captive
Power Producers (CPPs) by setting aside the levy of grid support
charges. An Appeal was filed by APTransco (Civil Appeal No. 4569 of
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2003) in the Hon’ble Supreme Court. The Hon’ble Supreme Court,
vide its judgement dated 29.11.2019 affirmed the orders of the
erstwhile Commission.

The prevailing conditions during 2002 and the present are totally
different. Then the Electricity Act, 2003 had not came into existence
and SLDC had no separate statutory identity then and SLDC revenue
was part of APTRANSCO.

There was lot of indiscipline in Transmission Companies. States were
exceeding the drawl limits as there was no stringent enforcement
mechanism. The result is that, we have witnessed failure of Northern
grid in Jan 2, 2001 and 230 million people were affected.

There was no concept of Open Access, and Transmission and
Wheeling were allowed by means of mutually agreed agreements as
per the prevailing statutes viz. The Indian Electricity Act, 1910, The
Electricity (Supply) Act, 1948 and rules made thereunder.

It is pertinent to note that the erstwhile APERC was constituted under
the AP Electricity Reform Act, 1998, and has passed the order in
0.P.No.1 of 1999 in exercise of its powers under the said Act.

Supreme Court order dt. 29.11.2019, has empowered the State
Regulatory Commissions, to levy the Grid Support charges. The same is
also supported by various APTEL judgments (dt. 29.09.2015-Renuka
Sugars v/s. GERC, PGVCL, Gujarat TRANSCO; dt. 18.02.2012-Chhattisgarh
State Power Distribution v/s. Godawari Power &Ispat Ltd) and SERC
orders.

Research paper on “Grid Support charges on Captive power plant”, by K.
Balaraman, Ananthapadmanabha, R. Nagraja, K. Parthasarthy; presented
at IIT Madras — National Power System Conference 2004also supports
Technically the application of Grid Support Charges on Captive Power
Plants.

The grid support charges are approved in Tariff Orders up to FY 2008-09
issued by the erstwhile Hon’ble APERC. The same grid support charges
methodology which was in Tariff Orders up to FY 2008-09 is adopted and
proposed for the FY 2022-23.

The Impact of the Electricity Act, 2003:

In 2003, the Electricity Act, 2003 (“Act”) came into force. The Act
brought in substantial changes to the previous regime, including the
establishment of State Commissions, delicencing of Generation,
unbundling of transmission and distribution, specification of tariffs
and charges, crystallized the scheme of Open Access, brought in
procedures and standards to enforce discipline, etc. However, it left
the Commissions established by States under -earlier State
enactments (such as the AP Electricity Reform Act, 1998) untouched
and treated them to be Commissions established under the Act,
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essentially conferring them with powers under both Acts, in as much
as the State enactments were not in derogation to the Act.

Open Access was introduced under Section 42 of the Act, in
pursuance to which APERC Regulation Nos.2 of 2005 and 2 of 2006
were also promulgated by the erstwhile Commission. The Grid Code
came into existence. In 2021, this Hon’ble Commission also notified
Regulation No.3 of 2021 to maintain grid discipline and grid security
as envisaged under the State Electricity Grid Code through the
commercial mechanism for Deviation Settlement for controlling
drawal and injection of electricity by the users of the grid.

CPP’s are exempt from the payment of CSS as per the 4th proviso to
S.42(2) of the Act, as the legislature intended to reduce the charges
on CPP’s in order to encourage generation. Further, S.86(1)(e) of the
Act also prescribes that generation from cogeneration sources be
promoted.

Now, as there is an established mechanism to bring discipline among
the Generators and Consumers by levying various charges as per the
Grid Code, Open Access (OA) Regulations. Both OA Consumers and
OA Generators are supposed to declare Week Ahead and Day Ahead
Schedules.

SLDC/RLDC is the nodal agency to maintain Grid discipline and
optimum scheduling and despatch of electricity under Sections 28
and 32 of the Act. Every Licensee, Generating companies and other
persons connected with the operation of power system are under
strict obligation to comply with the directions issued by RLDC (Section
29(1) of the Act) and SLDC (S.33(1) of the Act) as per the Regulations
prescribed by the appropriate Commission.
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Under the provisions of the Act, a separate agency by
SLDC/RLDC/NLDC were created to take care of the Grid. SLDC/RLDC is
responsible for maintaining grid security, Load forecasting,
scheduling and despatching and balancing of generation and demand
(load). The ARR of SLDC was already approved in the MYT Tariff 2021-
23. The DISCOMs have no role in maintaining Grid security and have
to comply with the directions issued by SLDC/RLDC. Hence, in the
present scenario, there is no need to propose GSC by DISCOMs and
the DISCOMs have no role in seeking GSC.

TSTRANSCO and DISCOMs are responsible for Transmission and
Wheeling business and can levy these charges only while the levy of
GSC is under the purview of SLDC only. Therefore, TSTRANSCO and
DISCOMs have nothing to do with GSC. The ARR of Transmission and
DISCOMs distribution business is recovered through Transmission
charges and wheeling charges as approved in the relevant MYT
orders. As the present ARR and Tariff proposal is to recover the retail
supply business costs, the DISCOM has no role in proposing any GSC.

Itis also pertinent to note that this Hon’ble Commission is constituted
under the Act, and thus the earlier AP Electricity Reform Act, 1998
under which GSC were earlier determined is neither applicable nor
relevant in the present day. The Act, 2003 specifically lays down the
charges and tariffs to be collected, and no charges beyond what is
prescribed can be levied. Admittedly, there is no charge such as GSC
mentioned in the Act or the regulations, let alone under S.62 under
which the present petitions are filed, and as such, any such proposal
to levy GSC is without jurisdiction.

It is thus submitted that the scope of present ARR for Retail Supply
Business for FY 2022-23 should be strictly confined in terms of Section
62 of the Act r/w Regulation 4 of 2005 as adopted under Regulation

The grid support charges are being proposed by the Distribution Licensee
for consumers who are having parallel operation of Captive Power Plants.
The Distribution Licensee’s 132kV & above level HT consumers are not
paying Transmission charges & SLDC charges to respective entities even
though connected to 132kV & above level. These consumers are paying
retail supply Tariffs as approved by the Hon’ble State Commission from
time to time which is inclusive of all costs (Incl SLDC & Transmission
Charges).

The advantages of parallel operation with the grid are benefited by the
CPPs in addition to other facilities of other consumers. In view of the
additional benefits than the normal other consumers, the CPPs who
intended to use and benefit from parallel operation need to compensate
through Grid Support charges.

The said Grid Support charges are also part of Retail Supply Tariffs and
these charges are proposed to levy on the CPPs who intended to use and
benefit from parallel operation. Hence the proposal of Grid Support
charges for FY 2022-23 are well within the provisions of Act.

However, the full Bench of Tribunal in Appeal No. 120 of 2009 relating to
Parallel Operation Charges(Grid Support Charges ) in Chhattisgarh by Order
dated 18.02.2011 stated that the State Commission is empowered to deal
with the question as to whether the levy of parallel operation charges is
permissible or not. This aspect has been dealt with by this Tribunal in
judgment dated 12.9.2006 in Appeal No.99 of 2006. In the said judgment,
this Tribunal upheld the levy of parallel operation charges by the State
Commission.  Further, the Apex Court of India by its judgment dated
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1 of 2014, and Section 42 of the Act for the purpose of determination
of CSS and any proposal of the DISCOMs to levy GSC is itself
misconceived and patently without jurisdiction.

29.11.2019 in Civil Appeal No 8969 of 2003 (Grid Support Charges Batch
matters) held that the State Electricity Regulatory Commission is vested
with the power to determine the grid support charges.

Without Prejudice to above submissions of the very power and
jurisdiction to levy GSC, the following further submissions are
made.5.3 Captive Power Generation is delicensed under the
Electricity Act so as to lessen the burden on the Grid in meeting the
distributed loads. The provision in Para 5.2.26 of National Electricity
Policy 2005 notified by Govt of India laid emphasis on grid
connectivity of captive generators even under open access regime
which is reproduced below:”

“Under the Act, captive generators have access to licensees
and would get access to consumers who are allowed open access.
Grid inter-connection for captive generators shall be facilitated as per
Section 30 of the Act. This should be done on priority basis to enable
captive generation to become available as distributed generation
along with the grid.”

In the spirit of this legislation and rules framed
thereunder, determination of Grid Support or Parallel Operation
Charge should follow the principles of transparency, actual
forbearance and fair computation based on time tested
methodology. The proposed levy does not meet any of these criteria
and is arbitrary.

The licensee has not denied CPPs access to the network, the captive
generators who intended to use and benefit from parallel operation need
to compensate through Grid Support charges.

In the case of CPPs availing Open Access for transmission and
wheeling of power from the generation point to the consumption
point, Grid levies charges as determined by the regulator from to
time. Even in these cases there is an established mechanism of Ul
charges which essentially address the so-called grid support or

TS Discoms wants to state that the Ul charges are levied to the tune up to
~12% of the deviation charges in the case where a Generator or a Discoms
deviates from their said drawl or injection schedule.

However, if the same generator or to be particular a captive power plant
deviates from its said injection schedule say up to a quantum of more than
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parallel operation, A similar time tested methodology should be
devised for such CPPs that do not avail open access so that Grid is
adequately

Compensated for forbearance, if any, in providing parallel operation
to CPPs. The proposed levy by the TSDISCOMs is therefore quite
arbitrary, excessive and is not supported by quantifiable data.

12% then this level of deviation is absorbed by the Grid. In this case Grid
acts as a stabilizer. Thus Ul charges amount for only a fraction of the
quantum of deviation, whereas Grid support charges help to further
develop the grid to absorb the rest of deviations.

The Transmission system of the Transco/Discom should be so
designed that it should take care of fluctuating load of the consumer
as it is the duty of the transmission licensee under Section 40 of
Electricity Act, 2003. More over variation of load of a consumer
having CGP is much less than a consumer without CGP.

CGPs absorb some amount of harmonics whereas a consumer
without CGP inject full quantum of harmonics generated to the grid.

The unbalanced voltage of the grid is a source of negative phase
sequence current which is absorbed by the generators of CGP.

Fault level depends upon the generation capacity connected to the
grid. The parallel operation of CGPs with the grid is infact beneficial
with some degree of voltage support that the CGPs extend to the Grid

As per Regulations of Supply Code, Industries having CGPs can draw
emergency power up to the capacity of largest generating unit by
paying required tariff. CPP’s drawl of power is limited to “start-up
power” that too when there is total loss of generation of the CPP. The
draw! of power for production purposes, is limited to the CMD as per
the Power Supply Agreement with the DISCOM. Otherwise, penalty is
attracted. Overdrawl is prevented by proper setting of the relays at
the Grid Sub-station.

As per the proposed grid charges conditions, the grid support charges will
not be levied on the entire capacity of CPP and it will be levied only on
differential capacity between CPP capacity and CMD with Distribution
Licensee.

Grid Support charges computation example:
Captive Capacity =100 MVA = 100,000 kVA ......[a]
CMD with Distribution licensee = 90 MVA = 90,000 kVA......[b]

Differential capacity = [a-b] = 10 MVA = 10,000 kVA ....[c]
GSC (Rs. Cr.) = ¢ * 50% of Demand charges
=10000 * (50% of say Rs. 475) / 10"7
=Rs. 0.2375 Cr./ month

Comparison of GSC with other states like Madhya Pradesh, Gujarat, Tamil
Nadu, Chhattisgarh

Consider GSC @ Rs. 25 / kVA / month
Captive Capacity =100 MVA =100,000 kVA
GSC (Rs. Cr.) =25 * 100000 / 10n7

=Rs. 0.25Cr. / month

Thus GSC determined by TS Discoms is very much justifiable.
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It is wrong to state that active and reactive power demand due to
sudden and fluctuating load are not recorded in the meter. Billing is
done for all consumers by integration over 15 minutes period and this
is also applicable for CPPs and so it does not result in any undue
advantage.

Due to injection of power by CGPs the load on the transformersin the
grid reduces resulting in less transformer loss.”

The CGP are acting as distributed generator at the load center for
which the transmission and distribution loss has been reduced to
great extent.

As per Section 7 of the Electricity Act, 2003 any generating company
may establish operate and maintain a generating station if it complies
with State Grid Code and standards of grid connectivity as referred in
Section

73 (b) of the Act. Both Tariff Policy and National Electricity Policy
emphasizes the unhindered connectivity of CGPs to the grid. The
proposed and arbitrary quantum of Grid Support Charge makes the
captive power generation unviable and the spirit of the act and the
rules framed thereunder are thus vitiated.

There is no provision in the statute empowers the DISCOMS to levy
Grid Support Charges on the CPPs. They, on the other hand as CPPs
absorbed some amount of harmonics. On the contrary consumer
without CGPs transmit full quantum of harmonics to the grid. The
DISCOMs/TRANSCO is not taking any step to install suitable
equipment to filter the harmonics and injecting those pollutants to
the grid for which the CPPs are forced to suffer. The grid voltage is
always unbalanced due to various categories of consumers and hence
is a source of negative phase sequence current which cause stress on

The grid support charges are not for drawl of power from the Distribution
Licensee, but for utilization of parallel operation benefits by captive
generators.

However, if the Captive Plant Capacity is less than or equal to contracted
maximum demand with licensee, such captive power plant capacity will not
attract grid support charges.

The licensee has not denied CPPs access to the network; the captive
generators who intended to use and benefit from parallel operation need
to compensate through Grid Support charges.

The advantages of parallel operation with the grid are benefited by the
CPPs in addition to other facilities of other consumers. In view of the
additional benefits than the normal other consumers, the CPPs who
intended to use and benefit from parallel operation need to compensate
through Grid Support charges. The said Grid Support charges are also one
of the components in Retail Supply Tariffs and these charges are proposed
to levy on the CPPs who intended to use and benefit from parallel
operation. Hence the proposal of Grid Support charges for FY 2022-23 are
well within the provisions of Act.
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the generators of CPPs. Transco being the STU of Telangana should
find some means to prevent the same

Itis relevant to mention the observation and comments of The
Hon’ble Orissa Electricity Regulatory Commission in the similar
matter, in its Order dated 31.03.2014 in Case No. 46/2012, the
excerpt of which is as follows:

i) Para- 15 of Order:

“We heard the parties at length and also perused the
technical report submitted by OPTCL. The present installed capacity
of the CGPs in the State as submitted by OPTCL is 5173 MW which is
more than or equel to capacity of other generators connected to
Odisha Grid including Odisha share of power from Central Generation
Stations. We agree with the contention of CCPPO that the pollutants
of the Grid like fluctuations in frequency and voltage, negative phase
sequence, distortion due to harmonics etc. are the resultant effect of
all synchronous machines like generators and motors of the Grid
system. These pollutants are injected in to the grid not only by CGPs
but also by other independent generators and machines like motors
and arc furnaces of the consumers. Holding industry having CGPs only
responsible for this is not correct”.

i) Para-16 of Order:

“After going through the submission of various stake
holders of the grid system we conclude that the behaviour of
industries having CGPs and also without CGPs varies case to case
basis. There are ample provisions in the Odisha Grid Code to regulate
the behaviour of entities connected to the OPTCL system. Hence, a
generic method of calculation of Grid Support Charges for all
industries may not be proper. The Petitioner has failed to submit a
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State-wide study before us on which a decision could have been
taken. One solution fits all can't be applicable here. So
implementation of a model of another State in our State will not be
proper.”

iii) Para- 17 of Order:

“There are enough provisions in Odisha Grid Code,
2006 to maintain quality supply in the grid system. Regulation 4.7 of
Odisha Grid Code discuss elaborately the ideal behaviour of
constituents of the Grid. OPTCL should play the role of watchdog and
analyze the pollutant injected by various constituents of the grid
system. CGPs and industries injecting pollution should be directed to
take up remedial measures like installation of capacitors, filters for
harmonics, etc. so that grid pollution will be minimized. The non-
compliance by any industry or industry having CGP of the Grid Code
should be dealt as per Regulation 1.18 of OGC, 2006. Therefore, the
prayer of OPTCL for levy of Grid Support Charges is not acceptable.”

Just as in the case of Original proposal when GSC was proposed at
50% of the then applicable Demand Charge of Rs 170 per KVA during
the year 2002, the current proposal of 50% of the Demand Charge of
Rs 475 per KVA per month is also not supported by any data proving
that the grid suffered to this extent in providing parallel operations to
CPPs.

CPPs involve heavy capital investments and are necessitated to
provide fillip to the main consumption industry utilizing captive
power at reasonable rate as opposed to fluctuating and ever-
increasing grid tariff.

Further, the Original proposal when GSC was proposed by APERC
during the year 1999 and 2002, the Electricity Act is not in force. The

The grid support charges were approved in Tariff Orders up to FY 2008-09
issued by the erstwhile Hon’ble APERC.

The advantages of parallel operation with the grid are benefited by the
CPPs in addition to other facilities of other consumers. In view of the
additional benefits than the normal other consumers, the CPPs who
intended to use and benefit from parallel operation need to compensate
through Grid Support charges.
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Act is in force from 2003 and Section 9 of Electricity Act does not
difference between CGP and IPP as far as grid connectivity is
concerned and hence both should be treated equitably from the
viewpoint of grid connectivity and support.

The proposed levy of GSC aims to stifle the consuming industries by
this arbitrary levy, which in turn erodes the viability of the principal
industry to a point that it must perforce cease operations.

The CPPs who are predominantly coal-fired, are already subjected to
substantial increases in coal cost being supplied by the State mining
companies and have no window to absorb such high levies such as
the proposed GSC.

CPPs have repeatedly expressed their willingness to provide
additional protections in their facilities as desired by the grid to see
that no untoward load throwbacks or fault currents or reactive power
surges happen.

The original levy of GSC in 1999 was proposed when the generation
shortfall was prevailing,and the TSDISCOMS were going through
occasional R&C periods and frequency fluctuations, etc. when the
Regulator considered that the proposed levy had merits. However,
the TS Grid has since improved / made many strides in Grid size,
availability of power and attained stability and is one of the few Grids
in the country being engaged in export of power on a steady basis.
Aggregate capacity of the CPPs now is relatively marginal compared
to the Grid Size and no real forbearance could be possible warranting
such huge and arbitrary levy.

Grid Support Charges can not be a substitute for Demand or Capacity
Charges which are determined on a wider basis by the regulator. So
the proposed levy of Grid Support Charges based on applicable

Research paper on “Grid Support charges on Captive power plant”, by K.
Balaraman, Ananthapadmanabha, R. Nagraja, K. Parthasarthy; presented
at IIT Madras — National Power System Conference 2004 also supports
Technically the application of Grid Support Charges on Captive Power
Plants where in the Grid Support charges can be a certain percentage of
fixed charges chargeable by the licensee to the consumers.
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demand charge is arbitrary, excessive and results in undue
enrichment of the TSDISCOMs at the expense of CPPs

Determination of the Grid Support Charges based on CPP capacity in
KVA lacks merits while the entire power systems in the premises of
CPP are approved by CEIG in KW, Aside from this even the export
contracts either bilateral or under the Exchanges are settled in MWs.
So the quantification of the Grid Support Charge, if any, has to be in
KW.

The Grid situation therefore requires to be thoroughly reviewed with
reference to the fact whether the Grid suffers any forbearance in
providing parallel operations of CPPs. We request the Hon’ble
Commission to procure from the Licensees that such a review be
conducted on an arms-length basis by an independent third party,
taking into account the actual power harmonics, fault currents or load
throwbacks as claimed by TSDISCOMS and also to arrive at a
justifiable and reasonable charge based on actual cost / damage
suffered by the Grid, if any, in providing such parallel operations to
CPPs.

The prevailing parallel operation charge which is equivalent to the
proposed GSC in other States is as follows:

Name of the | Grid Support Charges Rs/KVA/Month

State

Madhya Rs.20/KVA/Month

Pradesh

Rajasthan Rs.20/KVA/Month

Gujarat Rs.26/KVA/Month

Tamilnadu Rs.30/KVA/Month

J&K Rs.16/- per kVA per month on the installed
capacity of the CPP

The grid support charges methodology which was approved in Tariff Orders
up to FY 2008-09 is adopted and proposed for the FY 2022-23.

Grid Support charges computation example:
Captive Capacity = 100 MVA = 100,000 kVA .....[a]
CMD with Distribution licensee = 90 MVA = 90,000 kVA......[b]

Differential capacity = [a-b] = 10 MVA = 10,000 kVA ....[c]
GSC (Rs. Cr.) = ¢ * 50% of Demand charges

=10000 * (50% of say Rs. 475) / 10"7

=Rs. 0.2375 Cr./ month

Comparison of GSC with other states like Madhya Pradesh, Gujarat, Tamil
Nadu, Chhattisgarh

Consider GSC @ Rs. 25 / kVA / month
Captive Capacity = 100 MVA = 100,000 kVA
GSC (Rs. Cr.) =25 * 100000 / 10°7

=Rs. 0.25 Cr. / month

Thus GSC determined by TS Discoms is very much justifiable.
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Karnataka Nil
Kerala Nil
Odisha Nil
West Bengal | Nil
The above utilities have proposed these rates after third party
analysis.

From the above table it can be seen that the parallel operation charge
or GSC in other States has been worked out based on clear
parameters of the costs incurred by the Grid and so are considered
reasonable as against the proposed levy of 50% of the Demand
Charge of Rs 475per KVA per month, proposed by TSDiscoms. The
proposed levy has no basis and is grossly excessive, arbitrary, and so
requires to be reduced substantially and validated by an independent
third-party analysis.

It may please be noted that, before determination of GSC, The
Hon’ble Chhattisgarh State Electricity Regulatory Commission
(CSERC) has assigned this responsibility to an independent third party
M/s.Electrical Research & Development Association (ERDA) to study
various system data and system parameters of representative
selected CPPs. Accordingly ERDA has measured various system
parameters like harmonics, unbalance current, plant load factor, load
cycle, fault level calculations etc by measurement on selected CPPs
and relevant substation and finally ERDA has suggested working out
the parallel operation charges on sound technical basis taking into
consideration advantages and disadvantages to both CPPs & CSEB
and submitted its recommendation to CSERC. Accordingly CSERC has
determined Grid support charges Rs.21/KVA/Month. Similarly The
Hon’ble OERC has also appointed an independent third party for
system study before determination of GSC.

Hon’ble Supreme court in its order on Determination of Grid support
charges dated 29.11.2019 upheld the Hon’ble APERC’s order quoted above
concerning Grid support charges. The licensee has proposed the same grid
support charges methodology approved in APERC order dated 08.02.2002
which is upheld by the Hon’ble Supreme court of India.
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We request the Hon’ble Commission to engage a similar independent
reputed third party to conduct a thorough analysis of system study
and technical issues concerning power load throwbacks by
CPPS/consuming industries, power harmonics in parallel operation of
CPPs, size of the CPPs and judiciously arrive at a reasonable charge as
has been followed by other state utilities to arrive of the grid support
charges/parallel operation charges. TS DISCOMS also should pursue
this best practice to obtain an arm’s length analysis and fair rates for
all constituents.

The proposed levy of GSC at such a high rate will be a death knell for
large process industries which depend upon captive power at
reasonable cost. The proposed GSC will hit at the core viability of the
principal industry resulting in closure of operations and in loss of
direct and indirect employment aside from loss of revenue to the
exchequer.

There is no mention of basis and methodology by DISCOMS for the
proposed GSC of 50% of demand charges. How the DISCOM arrived
GSC 50% of demand charges and why can’t it 2% or 5%?. If we
consider the proposed GSC, a captive power generating plant having
installed capacity of 100 MW, is needed to pay GSC Rs.2.97 Crores per
month and Rs.35.63 Crores per annum, results closure of his industry
in Telangana.

Most of the CPPs installed capacities are much higher when
compared to their captive load. When the installed capacity /
operating capacity of captive load is much lower than installed
Capacity of Power plant, it is very unfair to impose GSC based on the
installed capacity of CPP.

The proposed grid support charges are very negligible per unit in respect
of generation of captive power plants. However, if the Captive Plant
Capacity is less than or equal to contracted maximum demand with
licensee, such captive power plant capacity will not attract grid support
charges.

The grid support charges methodology which was approved in Tariff
Orders up to FY 2008-09 is adopted and proposed for the FY 2022-23.

As per the proposed Grid Support Charges, in case of CPPs exporting firm
power to TSTRANSCO, the capacity, which is dedicated to such export, will
also be additionally subtracted from the CPP capacity while calculating grid
support charges.

10

PRAYER

Research paper on “Grid Support charges on Captive power plant”, by K.
Balaraman, Ananthapadmanabha, R. Nagraja, K. Parthasarthy; presented
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That, in view of the above, we pray that the Hon’ble Commission may
be graciously pleased to

reject the proposal levy of Grid Support Charges as there is no such
provision in the Statute/Electricity Act, whereas the STU
/Transmission and Distribution Licensees are duty bound under
Section 39 and 40 of the Electricity Act, 2003 and the National
Electricity Policy, 2005 to provide connectivity to the CGPs like any
generating station;

Consider our foregoing objections, grant us a personal hearing and
grant leave to adduce further evidential data in our support at the
time of hearing;

In the event the Hon’ble Commission holds the proposal of GSC is
valid, within the powers and jurisdiction and are leviable, it is prayed
to engage an independent reputed third party to conduct a thorough
system study and technical issues concerning power load throwbacks
by CPPS/consuming industries, power harmonics in parallel operation
of CPPs, size of the CPPs and judiciously arrive at a reasonable charge
as has been done by other state Commissions/governments TS
DISCOMS also should pursue this best practice to obtain an arm’s
length analysis and fair rates for all constituents;

To hold the levy till the third-party analysis is completed to the
satisfaction of the Hon’ble TSERC;

It is also requested to permit us to submit further submission, if any,
during the course of public hearing either by our representative or
legal counsel

at IIT Madras — National Power System Conference 2004 also supports
Technically the application of Grid Support Charges on Captive Power
Plants where in the Grid Support charges can be a certain percentage of
fixed charges chargeable by the licensee to the consumers.
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Replies to the Objections/Suggestions raised on ARR & Tariff Proposals for Retail Supply Business including Cross Subsidy Surcharge for Open
Access Consumers for the FY 2022-23 by M/s. ITC Ltd, Paperboards and Speciality Papers Division, ITC Bhadrachalam House, 106, SP Road,
Sec'bad-500003

S.No

Summary of Objections / Suggestions

Response of the Licensee

It is proposed by the DISCOMs that grid support charges be levied at
the same rates as in the APERC order for 2002-2003. Presumably the
levy is sought only on those CPPs which are co-located and operate in
parallel with the grid. The proposal is unreasonable both with respect
to the levy itself and also with respect to the quantum.

The levy of grid support charges is also a part of recovery of fixed
charges incurred by the Distribution licensee for providing benefits of
the parallel operation with Grid to the CPPs.

There was nothing in the Grid Code which enables and/or authorises the

levy of grid support charges.

Supreme Court order dt. 29.11.2019, has empowered the State
Regulatory Commissions, to levy the Grid Support charges. The same is
also supported by various APTEL judgments (dt. 29.09.2015-Renuka
Sugars v/s. GERC, PGVCL, Gujarat TRANSCO; dt. 18.02.2012-
Chhattisgarh State Power Distribution v/s. Godawari Power &lspat Ltd)
and SERC orders.

Research paper on “Grid Support charges on Captive power plant”, by
K. Balaraman, Ananthapadmanabha, R.Nagraja, K. Parthasarthy;
presented at [IT Madras — National Power System Conference 2004 also
supports Technically the application of Grid Support Charges on Captive
Power Plants.

The grid support charges are approved in Tariff Orders up to FY 2008-
09 issued by the erstwhile Hon’ble APERC. The same grid support
charges methodology which was in Tariff Orders up to FY 2008-09 is
adopted and proposed for the FY 2022-23.

Other than merely reproducing the provision in the previous APERC order
for 2002-03, there is no reasoning given in the proposal with regard to
the justification for levying grid support charges and/or the quantum of
such charges with due regard to the sea change subsequently with the

coming into force of the Electricity Act 2003.

The advantages of parallel operation with the grid are benefited by the
CPPs in addition to other facilities of other consumers. In view of the
additional benefits than the normal other consumers, the CPPs who
intended to use and benefit from parallel operation need to
compensate through Grid Support charges.

The said Grid Support charges are also part of Retail Supply Tariffs and
these charges are proposed to levy on the CPPs who intended to use
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The Hon'ble Commission may consider the matter afresh having regard
to the completely changed environment and regime after the Electricity
Act 2003 has come into force.

The proposed levy is of a nature that unreasonably mulct CPPs so as to
discourage them. Such purpose or effect is contrary to the legislative
policy and scheme of the Act which encourages captive generating plants
and frees them from all manners of regulation. The proposal to levy grid
support charges on captive generating plants deserves to be rejected on
this ground alone.

and benefit from parallel operation. Hence the proposal of Grid Support
charges for FY 2022-23 are well within the provisions of Act.

The licensee has not denied CPPs access to the network, the captive
generators who intended to use and benefit from parallel operation
need to compensate through Grid Support charges.

The APERC order for 2002-2003 was made before the Electricity Act 2003
came into force. After the Electricity Act came into force, consumers have
the right to source energy from any generator located anywhere under
open access irrespective of whether a consumer has any contracted
demand with the licensee or not. Every generator supplying energy
operates in parallel with the grid. When no grid support charges are, or
can be, levied based on the installed generating capacity of the source,
whether it be an IPP or remote CPP under open access, there is no reason
for levy of such a charge on CPPs or co-generation plants. The power and
energy are measured and accounted for only with respect to the 15
minute time blocks.

It may be that certain kinds of industries may instantaneouly draw large
currents intermittently (e.g. in arc / induction furnaces) or produce
harmonics which may or may not be in excess of the limits specified by
the GTCS and/or the Grid Code. The incidence of such large intermittent
/ instantaneous loads and/or injection of harmonics in such industries
may occur irrespective of their having a contracted demand with the
licensee for the whole of their demand or for a part of their demand in
conjnction with a CPP. These industries may have to be considered as a
separate class. It is unreasonable that the incidents in such separate class

As per the proposed grid charges conditions, the grid support charges
will not be levied on the entire capacity of CPP and it will be levied only
on differential capacity between CPP capacity and CMD with
Distribution Licensee.

Grid Support charges computation example:
Captive Capacity = 100 MVA = 100,000 kVA ......[a]
CMD with Distribution licensee =90 MVA = 90,000 kVA......[b]

Differential capacity = [a-b] = 10 MVA = 10,000 kVA ....[c]
GSC (Rs. Cr.) = ¢ * 50% of Demand charges
=10000 * (50% of say Rs. 475) / 107
=Rs. 0.2375 Cr./ month

Comparison of GSC with other states like Madhya Pradesh, Gujarat,
Tamil Nadu, Chhattisgarh

Consider GSC @ Rs. 25 / kVA / month
Captive Capacity = 100 MVA = 100,000 kVA
GSC (Rs. Cr.) =25 * 100000 / 10°7

=Rs. 0.25Cr. / month
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taints all industries with CPPs even when no such instantaneous or
intermittent loads or injection of harmonics are involved.

Industries may have CPPs with a capacity in excess of the captive
requirement, and operation in parallel with the grid may be necesitated
by the need to export their surplus power under open access or
otherwise. There can be no justification for levy of grid support charges
in such cases.

An industry with a CPP may connect to the grid for the pupose of
importing additional power from another source under open access.
There can be no justification for levy of grid support charges in such cases
also.

An industry with a CPP may also connect to the grid to avail start-up
power for which a contracted demand is arranged and paid for by the
consumer. There can be no justification for any grid support charges.

If at all, it is the load (and more particularly, certain kinds of load) that
may be alleged to impose instaneous / intermittent demands on the grid.
If some loads in some type of industries are considered to cause
instantaneous demand on the grid, then it is only such loads that could
be relevant if at all any grid support charge is to be levied.

The installed generation capacity is irrelevant and the levy on a charge on
the generation capacity is irrational.

Thus GSC determined by TS Discoms is very much justifiable.

The grid support charges are not for drawl of power from the
Distribution Licensee, but for utilization of parallel operation benefits
by captive generators.

However, if the Captive Plant Capacity is less than or equal to
contracted maximum demand with licensee, such captive power plant
capacity will not attract grid support charges.

The licensee has not denied CPPs access to the network; the captive
generators who intended to use and benefit from parallel operation
need to compensate through Grid Support charges.

Without prejudice to the above, the quantum proposed is entirely
arbitrary, exorbitant and irrational. There is no justification or rationale
for the quantum proposed. The licensee can be allowed a charge only if
the licensee demonstrates actual costs related to such charge. There are
no extra costs incurred by the licensee for the alleged or presumed
effects of operation of CPPsin parallel with the grid. There has to be some
cogent methodology for arriving at the quantum of the charge. It cannot
be arbitrary and without any data or rational basis.

As per the proposed grid charges conditions, the grid support charges
will not be levied on the entire capacity of CPP and it will be levied only
on differential capacity between CPP capacity and CMD with
Distribution Licensee.

Grid Support charges computation example:
Captive Capacity = 100 MVA = 100,000 kVA ......[a]
CMD with Distribution licensee = 90 MVA = 90,000 kVA......[b]
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Capacity of the surplus being sold under open access cannot be subjected
to any such charges.

9 | Thefollowing position in other States which have levied / considered Grid
Support Charges may also be duly considered.
State Parallel Operation / Grid Support Charge
Gujarat Rs. 26.50 / kVA/ month
Rajasthan Rs. 20.00 / kVA / month
Madhya Rs. 20.00 / kVA/ month
Pradesh
Tamil Nadu Rs 30,000 /MW / month
Chhattisgarh | Rs.0.13 /kWh
Orissa Nil — OERC rejected the proposal observing that the
Grid Code has suffcient provisions for regulating the
connected entity and no charges were called for.
It is evident from the above that the charges proposed by the
DISCOMs are exorbitant apart from being without any rational basis
or method.
10 | It is submitted that the Hon’ble Commission may cause a detailed

scientific study by a competent organisation to be undertaken to assess
the issue having regard to the diverse nature of the industries with CPPs,
and to determine the particular criteria by which grid support may be
considered to have been availed, and to lay out a methodology by which
the quantum of charge, where considered leviable, is to be determined.

Differential capacity = [a-b] = 10 MVA = 10,000 kVA ....[c]
GSC (Rs. Cr.) = ¢ * 50% of Demand charges
=10000 * (50% of say Rs. 475) / 107
=Rs. 0.2375 Cr./ month

Comparison of GSC with other states like Madhya Pradesh, Gujarat,
Tamil Nadu, Chhattisgarh

Consider GSC @ Rs. 25 / kVA / month
Captive Capacity = 100 MVA = 100,000 kVA
GSC (Rs. Cr.) =25 * 100000 / 10~7

=Rs. 0.25Cr. / month

Thus GSC determined by TS Discoms is very much justifiable.
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Replies to the Objections/Suggestions raised on ARR & Tariff Proposals for Retail Supply Business including Cross Subsidy Surcharge for Open
Access Consumers for the FY 2022-23 by M/s. Zuari Cement Limited, Sitapuram Cement Works, Dondapadu, Nalgonda District -508246

S.No

Summary of Objections / Suggestions

Response of the Licensee

The Distribution Licensees in Telangana have proposed, inter alia, a levy of Grid
Support Charges on Captive Power Plants (CPPs) in Telangana for parallel operation
with Grid as mentioned below.

"Persons operating Captive Power Plants (CPPs) in parallel with T.S. Grid have to
pay 'Grid Support Charges ‘for FY 2022-23 on the difference bemeen the capacity
of CPP in kVA and the contracted Maximum Demand in kVA with Licensee and all
other sources ofsupply, at a rate equal to 50% ofthe prevailing demand chargefor
HT Consumers. In case of CPPs exporting firm power to TSTRANSCO, the ix capacity,
which is dedicated to such export, will also be additionally subtracted from the CPP
capacity.

In the ARR, The DISCOMS preferred to consider the above term considering the
erstwhile APERC's Order dated 08.02.2002 and referring the para 64 of Judgement
of Hon'ble Supreme Court Order dated 29.11.19, the excerpt of which is as below,

64. Any Government Order or Incentive Scheme does not govern the Grid
Support Charges. Grid Code is the basis for levy of the Grid Support Charges, which
came to be approved by the Commission on 26.5.2001. The same is also reflected
in the impugned order. The Grid Support Charges can be levied, and the order dated
8.2.2002 of the Commission is, thus on the parity of the reasonings, has to be upheld
considering the provisions ofSection 21 (3) of the Reforms Act, 1998. Under section
Il read with section 26 of the Reforms

Act, 1998, all fixed charges under the distribution and Grid Support Charges are
leviable only at the instance of a distribution company, and because of the
discussion above, the Commission has the powers to determine it. In the
agreements also there is a power where the Board could have fixed the Grid
Support Charge unilaterally, but because of Reforms Act, 1998 came to be enacted,
the application was filed in the Commission. After that, the Commission has passed

The levy of grid support charges is also a part of recovery of
fixed charges incurred by the Distribution licensee for
providing benefits of the parallel operation with Grid to the
CPPs

Hon’ble Supreme court in its order on Determination of Grid
support charges dated 29.11.2019 upheld the Hon’ble APERC’s
order quoted above concerning Grid support charges. The
licensee has proposed the same grid support charges
methodology approved in APERC order dated 08.02.2002
which is upheld by the Hon’ble Supreme court of India.
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the order in accordance with the law. We find no fault in the same. Thus, the order
of the Commission concerning the Grid Support Charges has to be upheld...

The Hon'ble Supreme Court has upheld the Order of APERC considering
the provisions of the Reforms Act, 1998. But unfortunately, there was no mention
about the provisions of the Electricity Act 2003. In fact there is no provision in EA
2003 for determination of Grid Support Charges

We, Zuari Cement Limited own a group captive power plant of 43 MW at
Dondapadu, Chintalapalem Mandal, Suryapet District , Telangana -508246 and we
are supplying Power to M/S Zuari cement limited , Sitapuram Cement works ( SPT
206) located in Dondapadu Telangan state through dedicated line and to M/S Zuari
cement limited, ( CDP — 049) Located at Yeraguntla Andhra Pradesh through open
access bilateral transaction wish to submit our objections and concerns on the
proposed levy of Grid Support Charges by TS DISCOMS as under.

No comments

While proposing the above, the DISCOMs have considered the following advantages
to CPPs relying on The Hon 'ble Chhattisgarh State Electricity Regulatory
Commission's (CSERC) discussion paper on parallel operation charges dated

01.06.2008 and Order dated 31.12,2008, the excerpt of which is as follows:
"10.1 Advantages to CPPs:

1) The fluctuations in the load are absorbed by the utility grid in the parallel
operation mode. This will reduce the stresses on the captive generator and
equipments. The bulk consumer can operate his generating units at constant power
generation mode irrespective ofhis load cycle.

(2) Fluctuating loads of the industries connected in parallel with the grid inject
harmonics into the grid. The current harmonics absorbed by the utility grid is much
more than that by CPP generator. These harmonics flowing in the grid system are
harmful to the equipments and are also responsible for polluting the power quality
ofthe system.

No comments
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3) Negative phase sequence current is generated by unbalance loads. The
magnitude of negative phase sequence current is much higher at the point of
common coupling than at generator output terminal. This unbalance current
normally creates problem of overheating of the generators and other equipments
of CPP, if' not running in parallel with grid. When they are connected to the grid,
the TSNPDCL Tariff & Cross Subsidy Surcharge Proposals for FY2022-23 33

negative phase sequence current flows into the grid and reduces stress on the
captive generator.

4) Captive power plants have higher fault level support when they are running
in parallel with the grid supply. Because of the higherfault level, the voltage drop at
load terminal is less when connected with the grid.

5) On account of increase in plant load factor of captive generator, additional
revenues can be generated by the CPPs by sale ofsurplus power to the utility.

(6) In addition to the above, CPPs enjoy the following advantages also: (i) In case
of fault in a CPP generating unit or other equipment, bulk consumers can draw the
required power from the grid and can save their production loss. (ii) The grid
provides stability to the plant to start heavy loads like HT motors. (iii) The variation
in the voltage and frequency at the time of starting large motors and heavy loads,
is minimized in the industry, as the grid supply acts as an infinite bus. The active and
reactive power demand due to sudden and fluctuating load is not recorded in the
meter. (iv) The impact created by sudden load throw off and consequent tripping
of CPP generator on over speeding is avoided with the grid taking care of the impact.
(v) The transient surges reduce the life of equipment of the CPP. In some cases, the
equipment fails if transient is beyond a limit. If the system is connected to the grid,
it absorbs the transient load. Hence, grid enhances the life of CPP equipments..

In the above matter, The Power Distribution Companies in Telangana and The
Hon'ble Telangana Electricity Regulatory Commission have invited the stakeholders

No comments
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to file their comments/suggestions/objection, if any, on or before 5.0 pm on
28.01.2022.

HISTORY OF GRID SUPPORT CHARGES (GSC):

1. The Grid Support Charge (GSC) was initially levied by the erstwhile Hon'ble
APERC vide Order in O.P.No. 1 of 1999 dated 08.02.2002 in the context of the AP
Electricity Reform Act, 1998. The GSC order was implemented vide Tariff Order FY
2002-03 from 01.04.2002. The same was challenged before the Hon'ble High Court
for the erstwhile State of A.P which was decided in favour of the generators/Captive
Power Producers (CPPs) by setting aside the levy of grid support charges. An Appeal
was filed by APTransco (Civil Appeal No. 4569 of 2003) in the Hon'ble Supreme
Court. The Hon'ble Supreme Court, vide its judgement dated 29. | 1 .2019 affirmed
the orders of the erstwhile Commission.

2. The prevailing conditions during 2002 and the present are totally different.
Then the Electricity Act, 2003 had not came into existence and SLDC had no
separate statutory identity then and SLDC revenue was part of APTRANSCO.

3. There was lot of indiscipline in Transmission Companies. States were
exceeding the drawal limits as there was no stringent enforcement mechanism. The
result is that, we have witnessed failure of Noflhern grid in Jan 2, 2001 and 230
million people were affected.

4. There was no concept of Open Access, and Transmission and "Wheeling
were allowed by means of mutually agreed agreements as per the prevailing
statutes viz. The Indian Electricity Act, 1910, The Electricity (Supply) Act, 1948 and
rules made thereunder.

5. It is pertinent to note that the erstwhile APERC was constituted under the
AP Electricity Reform Act, 1998, and has passed the order in O.P.No.l of 1999 in
exercise of its powers under the said Act.

Supreme Court order dt. 29.11.2019, has empowered the State
Regulatory Commissions, to levy the Grid Support charges. The
same is also supported by various APTEL judgments (dt.
29.09.2015-Renuka Sugars v/s. GERC, PGVCL, Gujarat
TRANSCO; dt. 18.02.2012-Chhattisgarh  State  Power
Distribution v/s. Godawari Power &Ispat Ltd) and SERC orders.

Research paper on “Grid Support charges on Captive power
plant”, by K. Balaraman, Ananthapadmanabha, R. Nagraja, K.
Parthasarthy; presented at IIT Madras — National Power
System Conference 2004 also supports Technically the
application of Grid Support Charges on Captive Power Plants.

The grid support charges are approved in Tariff Orders up to FY
2008-09 issued by the erstwhile Hon’ble APERC. The same grid
support charges methodology which was in Tariff Orders up to
FY 2008-09 is adopted and proposed for the FY 2022-23.

THE IMPACT OF THE ELECTRICITY ACT, 2003:
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1. In 2003, the Electricity Act, 2003 ("Act") came into force. The Act brought in
substantial changes to the previous regime, including the establishment of State
Commissions, delicencing of Generation, unbundling of transmission and
distribution, specification of tariffs and charges, crystallized the scheme of Open
Access, brought in procedures and standards to enforce discipline, etc. However,
it left the Commissions established by States under earlier State enactments (such
as the AP Electricity Reform Act, 1998) untouched and treated them to be
Commissions established under the Act, essentially conferring them with powers
under both Acts, in as much as the State enactments were not in derogation to the
Act.

2. Open Access was introduced under Section 42 of the Act, in pursuance to
which APERC Regulation Nos.2 of 2005 and 2 of 2006 were also promulgated by
the erstwhile Commission. The Grid Code came into existence. In 2021, this Hon'ble
Commission also notified Regulation No.3 of 2021 to maintain grid discipline
and grid security as envisaged under the State Electricity Grid Code through the
commercial mechanism for Deviation Settlement for controlling drawal and
injection of electricity by the users of the grid.

3. CPP's are exempt from the payment of CSS as per the 4th proviso to S.42(2)
of the Act, as the legislature intended to reduce the charges on CPP's in order
to encourage generation. Further, S.86(1)(e) of the Act also prescribes that
generation from cogeneration sources be promoted.

4. Now, as there is an established mechanism to bring discipline among the
Generators and Consumers by levying various charges as per the Grid Code, Open
Access (OX) Regulations. Both OA Consumers and OA Generators are supposed to
declare Week Ahead and Day Ahead Schedules.

5. SLDC/RLDC is the nodal agency to maintain Grid discipline and optimum
scheduling and despatch of electricity under Sections 28 and 32 of the Act. Every
Licensee, Generating companies and other persons connected with the operation
of power system are under strict obligation to comply with the directions issued by
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RLDC (Section 29(1) of the Act) and SLDC (S.33(1) of the Act) as per the Regulations
prescribed by the appropriate Commission.

6. Under the provisions of the Act, a separate agency by SLDC/RLDC/NLDC
were created to.take care of the Grid. SLDC/RLDC is responsible for maintaining grid
security, Load forecasting, scheduling and despatching and balancing of generation
and demand (load). The ARR of SLDC was already approved in the MYT Tariff 2021-
23. The DISCOMs have no role in maintaining Grid security and have to comply with
the directionsissued by SLDC/RLDC. Hence, in the present scenario, there isno need
to propose GSC by DISCOMs and the DISCOMs have no role in seeking GSC.

7. TSTRANSCO and DISCOMs are responsible for Transmission and Wheeling
business and can levy these charges only while the levy of GSC is under the purview
of SLDC only. Therefore, TSTRANSCO and DISCOMs have nothing to do with GSC.
The ARR of Transmission and DISCOMs distribution business is recovered through
Transmission charges and wheeling charges as approved in the relevant MYT
orders. As the present ARR and Tariff proposal is to recover the retail supply
business costs, the DISCOM has no role in proposing any GSC.

8. Itis also pertinent to note that this Hon 'ble Commission is constituted under
the Act, and thus the earlier AP Electricity Reform Act, 1998 under which GSC were
earlier determined is neither applicable nor relevant in the present day. The Act,
2003 specifically lays down the charges and tariffs to be collected, and no charges
beyond what is prescribed can be levied. Admittedly, there is no charge such as GSC
mentioned in the Act or the regulations, let alone under S.62 under which the
present petitions are filed, and as such, any such proposal to levy GSC is without
jurisdiction.

9. It is thus submitted that the scope of present ARR for Retail Supply Business
for FY 2022-23 should be strictly confined in terms of Section 62 of the Act r/w
Regulation 4 of 2005 as adopted under Regulation 1 of 2014, and Section 42 of the
Act for the purpose of determination of CSS and any proposal of the DISCOMs to
levy GSC is itself misconceived and patently without jurisdiction.

The grid support charges are being proposed by the
Distribution Licensee for consumers who are having parallel
operation of Captive Power Plants. The Distribution Licensee’s
132kV & above level HT consumers are not paying
Transmission charges & SLDC charges to respective entities
even though connected to 132kV & above level. These
consumers are paying retail supply Tariffs as approved by the
Hon’ble State Commission from time to time which is inclusive
of all costs (Incl SLDC & Transmission Charges).

The advantages of parallel operation with the grid are
benefited by the CPPs in addition to other facilities of other
consumers. In view of the additional benefits than the normal
other consumers, the CPPs who intended to use and benefit
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Captive Power Generation is delicensed under the Electricity Act so as to lessen the
burden on the Grid in meeting the distributed loads. The provision

in Para 5.226 of National Electricity Policy 2005 notified by Govt of India laid
emphasis on grid connectivity of captive generators even under open access regime
which is reproduced below:"

"Under the Act, captive generators have access to licensees and would get access
to consumers who are allowed open access. Grid inter-connection for captive
generators shall be facilitated as per Section 30 of the Act. This should be done on
priority basis to enable captive generation to become available as distributed
generation along with the grid.

In the spirit of this legislation and rules framed thereunder, determination of Grid
Support or Parallel Operation Charge should follow the principles of transparency,
actual forbearance and fair computation based on time tested methodology. The
proposed levy does not meet any of these criteria and is arbitrary.

from parallel operation need to compensate through Grid
Support charges.

The said Grid Support charges are also part of Retail Supply
Tariffs and these charges are proposed to levy on the CPPs who
intended to use and benefit from parallel operation. Hence the
proposal of Grid Support charges for FY 2022-23 are well within
the provisions of Act.

The licensee has not denied CPPs access to the network, the
captive generators who intended to use and benefit from
parallel operation need to compensate through Grid Support
charges.

In the case of CPPs availing Open Access for transmission and wheeling of power
from the generation point to the consumption point, Grid levies charges as
determined by the regulator from to time. Even in these cases there is an
established mechanism of Ul charges which essentially address the so-called grid
support or parallel operation, A similar time tested methodology should be devised
for such CPPs that do not avail open access so that Grid is adequately compensated
for forbearance, if any, in providing parallel operation to CPPs. The proposed levy
by the TSDISCOM s is therefore quite arbitrary, excessive and is not supported by
quantifiable data.

TS Discoms wants to state that the Ul charges are levied to the
tune up to ~12% of the deviation charges in the case where a
Generator or a Discoms deviates from their said drawl or
injection schedule.

However, if the same generator or to be particular a captive
power plant deviates from its said injection schedule say upto
a quantum of more than 12% then this level of deviation is
absorbed by the Grid. In this case Grid acts as a stabilizer. Thus
Ul charges amount for only a fraction of the quantum of
deviation, whereas Grid support charges help to further
develop the grid to absorb the rest of deviations.

5.5  The Transmission system of the Transco/Discom should be so designed that
it should take care of fluctuating load of the consumer as it is the duty of the
transmission licensee under Section 40 of Electricity Act, 2003. Moreover, variation
of load of a consumer having CGP is much less than a consumer without CGP.

As per the proposed grid charges conditions, the grid support
charges will not be levied on the entire capacity of CPP and it
will be levied only on differential capacity between CPP
capacity and CMD with Distribution Licensee.
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1. CGPs absorb some amount of harmonics whereas a consumer without CGP
inject full gquantum of harmonics generated to the grid.

2. The unbalanced voltage of the grid is a source of negative phase sequence
current which is absorbed by the generators of CGP.

3. Fault level depends upon the generation capacity connected to the grid. The
parallel operation of CGPs with the grid is infact beneficial with some degree of
voltage support that the CGPs extend to the Grid

4. As per Regulations of Supply Code, Industries having CGPs can draw
emergency power up to the capacity of largest generating unit by paying required
tariff. CPP's drawl of power is limited to "start-up power" that too when there is
total loss of generation of the CPP. The drawl of power for production purposes, is
limited to the CMD as per the Power Supply Agreement with the DISCOM.
Otherwise, penalty is attracted. Overdrawl is prevented by proper setting of the
relays at the Grid Sub-station.

5. It is wrong to state that active and reactive power demand due to sudden
and fluctuating load are not recorded in the meter. Billing is done for all consumers
by integration over 15 minutes’ period and this is also applicable for CPPs and so it
does not result in any undue advantage.

6. Due to injection of power by CGPs the load on the transformers in the grid
reduces resulting in less transformer loss."

7. The CGP are acting as distributed generator at the load center for which the
transmission and distribution loss has been reduced to great extent.

8. As per Section 7 of the Electricity Act, 2003 any generating company may
establish operate and maintain a generating station if it complies with State Grid
Code and standards of grid connectivity as referred in Section 73 (b) of the Act. Both
Tariff Policy and National Electricity Policy emphasizes the unhindered connectivity
of CGPs to the grid. The proposed and arbitrary quantum of Grid Support Charge

Grid Support charges computation example:
Captive Capacity = 100 MVA = 100,000 kVA ......[a]
CMD with Distribution licensee = 90 MVA = 90,000 kVA......[b]

Differential capacity = [a-b] = 10 MVA = 10,000 kVA ....[c]
GSC (Rs. Cr.) = ¢ * 50% of Demand charges

=10000 * (50% of say Rs. 475) / 10"7

=Rs. 0.2375 Cr./ month

Comparison of GSC with other states like Madhya Pradesh,
Gujarat, Tamil Nadu, Chhattisgarh

Consider GSC @ Rs. 25/ kVA / month
Captive Capacity = 100 MVA = 100,000 kVA
GSC (Rs. Cr.) =25 * 100000 / 10"7

=Rs. 0.25 Cr. / month

Thus GSC determined by TS Discoms is very much justifiable.

The grid support charges are not for drawl of power from the
Distribution Licensee, but for utilization of parallel operation
benefits by captive generators.

However, if the Captive Plant Capacity is less than or equal to
contracted maximum demand with licensee, such captive
power plant capacity will not attract grid support charges.

The licensee has not denied CPPs access to the network; the
captive generators who intended to use and benefit from
parallel operation need to compensate through Grid Support
charges.
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makes the captive power generation unviable and the spirit of the act and the rules
framed thereunder are thus vitiated.

9. There is no provision in the statute empowers the DISCOMS to levy Grid
Support Charges on the CPPs. They, on the other hand as CPPs absorbed some
amount of harmonics. On the contrary consumer without CGPs transmit full
quantum of harmonics to the grid. The DISCOMs/TRANSCO is not taking any step to
install suitable equipment to filter the harmonics and injecting those pollutants to
the grid for which the CPPs are forced to suffer. The grid voltage is always
unbalanced due to various categories of consumers and hence is a source of
negative phase sequence current which cause stress on the generators of CPPs.
Transco being the STU of Telangana should find some means to prevent the same

10. It is relevant to mention the observation and comments of The Hon'ble
Orissa Electricity Regulatory Commission in the similar matter, in its Order dated
31.03.2014 in Case No. 46/2012, the excerpt of which is as follows:

i) Para- 15 of Order:

"We heard the parties at length and also perused the technical report submitted by
OPTCL. The present installed capacity of the CGPs in the State as submitted by
OPTCL is 5173 MW which is more than or equel to capacity of other generators
connected to Odisha Grid including Odisha share of power from Central Generation
Stations. We agree with the contention of CCPPO that the pollutants of the Grid like
fluctuations in frequenby and voltage, negative phase sequence, distortion due to
harmonics etc. are the resultant effect of all synchronous machines like generators
and motors of the Grid system. These pollutants are injected in to the grid not only
by CGPs but also by other independent generators and machines like motors and
arc furnaces of the consumers. Holding industry having CGPs only responsible for
this is not correct' ii) Para-16 of Order:

"After going through the submission of various stake holders of the grid system we
conclude that the behaviour of industries having CGPs and also without CGPs varies
case to case basis. There are ample provisions in the Odisha Grid Code to regulate
the behaviour of entities connected to the OPTCL system. Hence, a generic method

The advantages of parallel operation with the grid are
benefited by the CPPs in addition to other facilities of other
consumers. In view of the additional benefits than the normal
other consumers, the CPPs who intended to use and benefit
from parallel operation need to compensate through Grid
Support charges. The said Grid Support charges are also one of
the components in Retail Supply Tariffs and these charges are
proposed to levy on the CPPs who intended to use and benefit
from parallel operation. Hence the proposal of Grid Support
charges for FY 2022-23 are well within the provisions of Act.
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of calculation of Grid Support Charges for all industries may not be proper. The
Petitioner has failed to submit a State-wide study before us on which a decision
could have been taken. One solution fits all can't be applicable here. So
implementation of a model of another State in our State will not be proper.

iii) Para- 17 of Order:

"There are enough provisions in Odisha Grid Code, 2006 to maintain quality supply
in the grid system. Regulation 4.7 of Odisha Grid Code discuss elaborately the ideal
behavior of constituents of the Grid. OPTCL should play the role of watchdog and
analyze the pollutant injected by various constituents of the grid system. CGPs and
industries injecting pollution should be directed to take up remedial measures
like installation of capacitors, filters for harmonics, etc. so that grid pollution will be
minimized. The non-compliance by any industry or industry having CGP of the Grid
Code should be dealt as per Regulation 1.18 of OGC, 2006. Therefore, the prayer of
OPTCL for levy of Grid Support Charges is not acceptable.”

11.  Just as in the case of Original proposal when GSC was proposed at 50% of
the then applicable Demand Charge of Rs 170 per KVA during the year 2002, the
current proposal of 50% of the Demand Charge of Rs 475 per KVA per month is also
not supported by any data proving that the grid suffered to this extent in providing
parallel operations to CPPs.

12.  CPPs involve heavy capital investments and are necessitated to provide
fillip to the main consumption industry utilizing captive power at reasonable rate
as opposed to fluctuating and ever-increasing grid tariff.

13.  Further, the Original proposal when GSC was proposed by APERC during the
year 1999 and 2002, the Electricity Act is not in force. The Act is in force from 2003
and Section 9 of Electricity Act does not difference between

CGP and IPP as far as grid connectivity is concerned and hence both should be
treated equitably from the viewpoint of grid connectivity and support.
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14.  The proposed levy of GSC aims to stifle the consuming industries by this
arbitrary levy, which in turn erodes the viability of the principal industry to a point
that it must perforce cease operations.

15.  The CPPs who are predominantly coal-fired, are already subjected to
substantial increases in coal cost being supplied by the State mining companies and
have no window to absorb such high levies such as the proposed GSC.

16.  CPPs have repeatedly expressed their willingness to provide additional
protections in their facilities as desired by the grid to see that no untoward load
throwbacks or fault currents or reactive power surges happen.

17.  Theoriginal levy of GSCin 1999 was proposed when the generation shortfall
was prevailing, and the TSDISCOMS were going through occasional R&C periods and
frequency fluctuations, etc. when the Regulator considered that the proposed levy
had merits. However, the TS Grid has since improved / made many strides in Grid
size, availability of power and attained stability and is one of the few Grids in the
country being engaged in export of power on a steady basis. Aggregate capacity of
the CPPs now is relatively marginal compared to the Grid Size and no real
forbearance could be possible warranting such huge and arbitrary levy.

18.  Grid Support Charges can not be a substitute for Demand or Capacity
Charges which are determined on a wider basis by the regulator. So the proposed
levy of Grid Support Charges based on applicable demand charge is arbitrary,
excessive and results in undue enrichment of the TSDISCOMs at the expense of CPPs

19.  Determination of the Grid Support Charges based on CPP capacity in KVA
lacks merits while the entire power systems in the premises of CPP are approved by
CEIG in KW, Aside from this even the export contracts either bilateral or under the
Exchanges are settled in MWSs. So the quantification of the Grid Support Charge, if
any, has to be in KW.

The grid support charges were approved in Tariff Orders up to
FY 2008-09 issued by the erstwhile Hon’ble APERC.

The advantages of parallel operation with the grid are
benefited by the CPPs in addition to other facilities of other
consumers. In view of the additional benefits than the normal
other consumers, the CPPs who intended to use and benefit
from parallel operation need to compensate through Grid
Support charges.

The grid support charges methodology which was approved in
Tariff Orders up to FY 2008-09 is adopted and proposed for the
FY 2022-23.
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20.  We request the Hon'ble Commission to allow the CPPs to delink from the
Grid if the Grid Support Charges were to be unwieldy and unviable to the extent of
power out of the CPP capacity that they can run in island mode.

21.  The Grid situation therefore requires to be thoroughly reviewed with
reference to the fact whether the Grid suffers any forbearance in providing parallel
operations of CPPs. We request the Hon'ble Commission to procure from the
Licensees that such a review be conducted on an arms-length basisby an
independent third party, taking into account the actual power harmonics, fault
currents or load throwbacks as claimed by TSDISCOMS and also to arrive at a
justifiable and reasonable charge based on actual cost / damage suffered by the
Grid, if any, in providing such parallel operations to CPI's.

22.  The prevailing parallel operation charge which is
equivalent to the proposed GSC in other States is as follows:

Name of the State Grid Support  Charges
Rs/KVA/Month

Madhya Pradesh Rs.20/KVA/Month

Rajasthan Rs.20/KVA/Month

Gujarat Rs.26/KVA/Month

Tamilnadu Rs.30/KVA/Month
J&K Rs.16/- per VA per month on the installed ca aci of -
Karnataka Nil

Kerala Nil

Odisha Nil

Hon’ble Supreme court in its order on Determination of Grid
support charges dated 29.11.2019 upheld the Hon’ble APERC’s
order quoted above concerning Grid support charges. The
licensee has proposed the same grid support charges
methodology approved in APERC order dated 08.02.2002
which is upheld by the Hon’ble Supreme court of India.

As per the proposed grid charges conditions, the grid support
charges will not be levied on the entire capacity of CPP and it
will be levied only on differential capacity between CPP
capacity and CMD with Distribution Licensee.

Grid Support charges computation example:
Captive Capacity = 100 MVA =100,000 kVA ......[a]
CMD with Distribution licensee = 90 MVA =90,000 kVA......[b]

Differential capacity = [a-b] = 10 MVA = 10,000 kVA ....[c]
GSC (Rs. Cr.) = ¢ * 50% of Demand charges

=10000 * (50% of say Rs. 475) / 107

=Rs. 0.2375 Cr./ month

Comparison of GSC with other states like Madhya Pradesh,
Gujarat, Tamil Nadu, Chhattisgarh

Consider GSC @ Rs. 25/ kVA / month
Captive Capacity = 100 MVA = 100,000 kVA
GSC (Rs. Cr.) =25 * 100000 / 10"7

=Rs. 0.25 Cr. / month

Thus GSC determined by TS Discoms is very much justifiable
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West Bengal Nil

The above utilities have proposed these rates after third party analysis.From the
above table it can be seen that the parallel operation charge or GSC in other States
has been worked out based on clear parameters of the costs incurred by the Grid
and so are considered reasonable as against the proposed levy of 50% of the
Demand Charge of Rs 475per KVA per month, proposed by TSDiscoms. The
proposed levy has no basis and is grossly excessive, arbitrary, and so requires to be
reduced substantially and validated by an independent third-party analysis.

10

It may please be noted that, before determination of GSC, The Hon' ble Chhattisgarh
State Electricity Regulatory Commission (CSERC) has assigned this responsibility to
an independent third party M/s.Electrical Research & Development Association
(ERDA) to study various system data and system parameters of representative
selected CPPs. Accordingly, ERDA has measured various system parameters like
harmonics, unbalance current, plant load factor, load cycle, fault level calculations
etc by measurement on selected CPPs and relevant substation and finally ERDA has
suggested working out the parallel operation charges on sound technical basis
taking into consideration advantages and disadvantages to both CPPs & CSEB and
submitted its recommendation to CSERC. Accordingly, CSERC has determined Grid
support charges Rs.21/KVA/Month. Similarly The Hon'ble OERO has also appointed
an independent third party for system study before determination of GSC.

Research paper on “Grid Support charges on Captive power
plant”, by K. Balaraman, Ananthapadmanabha, R. Nagraja, K.
Parthasarthy; presented at IIT Madras — National Power
System Conference 2004 also supports Technically the
application of Grid Support Charges on Captive Power Plants
where in the Grid Support charges can be a certain percentage
of fixed charges chargeable by the licensee to the consumers.

232




11

We request the Hon'ble Commission to engage a similar independent reputed third
party to conduct a thorough analysis of system study and technical issues
concerning power load throwbacks by CPPS/consuming industries, power
harmonics in parallel operation of CPPs, size of the CPPs and judiciously arrive at a
reasonable charge as has been followed by other state utilities to arrive of the grid
support charges/parallel operation charges. TS DISCOMS also should pursue this
best practice to obtain an arm's length analysis and fair rates for all constituents.

12

The proposed levy of GSC at such a high rate will be a death knell for large process
industries which depend upon captive power at reasonable cost. The proposed GSC
will hit at the core viability of the principal industry resulting in closure of operations
and in loss of direct and indirect employment aside from loss of revenue to the
exchequer.

13

There is no mention of basis and methodology by DISCOMS for the proposed GSC
of 50% of demand charges. How the DISCOM arrived GSC 50% of demand charges
and why can't it 2% or 5%?. If we consider the proposed GSC, a captive power
generating plant having installed capacity of 100 MW, is needed to pay GSC Rs.2.97
Crores per month and Rs.35.63 Crores per annum, results closure of industry in
Telangana.

14

Most of the CPPs installed capacities are much higher when compared to their
captive load. When the installed capacity / operating capacity of captive load is
much lower than installed Capacity of Power plant, it is very unfair to impose GSC
based on the installed capacity of CPP.

The proposed grid support charges are very negligible per unit
in respect of generation of captive power plants. However, if
the Captive Plant Capacity is less than or equal to contracted
maximum demand with licensee, such captive power plant
capacity will not attract grid support charges.

The grid support charges methodology which was approved in
Tariff Orders up to FY 2008-09 is adopted and proposed for the
FY 2022-23.

As per the proposed Grid Support Charges, in case of CPPs
exporting firm power to TSTRANSCO, the capacity, which is
dedicated to such export, will also be additionally subtracted
from the CPP capacity while calculating grid support charges.

15.

PRAYER

That, in view of the above, we pray that the Hon 'ble Commission may be graciously
pleased to

a) Reject the proposal levy of Grid Support Charges as there is no such
provision in the Statute/Electricity Act, whereas the STU /Transmission and
Distribution Licensees are duty bound under Section 39 and 40 of the Electricity Act,

The said Grid Support charges are also part of Retail Supply
Tariffs and these charges are proposed to levy on the CPPs who
intended to use and benefit from parallel operation. Hence the
proposal of Grid Support charges for FY 2022-23 are well within
the provisions of Act.

However, the full Bench of Tribunal in Appeal No. 120 of 2009
relating to Parallel Operation Charges (Grid Support Charges)
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2003 and the National Electricity Policy, 2005 to provide connectivity to the CGPs
like any generating station;

b) Consider our foregoing objections, grant us a personal hearing and grant
leave to adduce further evidential data in our support at the time of hearing;

C) In the event the Hon'ble Commission holds the proposal of GSC is valid,
within the powers and jurisdiction and are leviable, it is prayed to engage an
independent reputed third party to conduct a thorough system study and technical
issues concerning power load throwbacks by CPPS/consuming industries, power
harmonics in parallel operation of CPPs, size of the CPPs and judiciously arrive

at a reasonable charge as has been done by other state Commissions/governments
TS DISCOMS also should pursue this best practice to obtain an arm's length analysis
and fair rates for all constituents;

d) To hold the levy till the third-party analysis is completed to the satisfaction
of the Hon'ble TSERC;

e) It is also requested to permit us to submit further submission, if any, during
the course of public hearing either by our representative or legal counsel

in Chhattisgarh by Order dated 18.02.2011 stated that the
State Commission is empowered to deal with the question as
to whether the levy of parallel operation charges is permissible
or not. This aspect has been dealt with by this Tribunal in
judgment dated 12.9.2006 in Appeal N0.99 of 2006. In the said
judgment, this Tribunal upheld the levy of parallel operation
charges by the State Commission. Further, the Apex Court of
India by its judgment dated 29.11.2019 in Civil Appeal No 8969
of 2003 (Grid Support Charges Batch matters) held that the
State Electricity Regulatory Commission is vested with the
power to determine the grid support charges.
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Replies to the Objections/Suggestions raised on ARR & Tariff Proposals for Retail Supply Business including Cross Subsidy Surcharge for Open
Access Consumers for the FY 2022-23 by Sri Luxmi Tulasi Agro Paper (P) Ltd, Main Road,Aswaraopeta,Dist:Kothagudem-507301

S.No.

Summary of Objections / Suggestions

Response of the Licensee

The proposed gird support charges are not only arbitrary but also
suffers from legal infirmity. There is no provision in Electricity Act,
2003 or in any Regulation of TSERC to determine Grid Support Charges
or Parallel Operation Charges. The provision in Para 5.2.26 of National
Electricity Policy 2005 notified by Govt of India which lay emphasis on
grid connectivity of captive generators which is reproduced below:"

"Under the Act, captive generators have access to licensees and would
get access to consumers who are a//owed open access. Grid inter-
connection for captive generators sha// be facilitated as per Section
30 of the Act. This should be done on priority basis to enable captive
generation to become avai/ab/e as distributed generation along with
the grid.

Itis further submitted that as per the Electricity Act 2003, the usage or
grid support of the transmission or distribution network is possible
only by way of open access as provided under Sections 39 and 42 of
the above Act. As per the said provisions, the transmission and
distribution licensee is only mandated to levy transmission/wheeling
charges upon the Captive users, or any other open access consumers.
It is further submitted that in the event of the CPPs sources power for
their captive user industries by laying down their own dedicated
transmission lines, as per mitted under Section 9 of Electricity Act
2003, then even the aforesaid charges con not be levied.

The Transmission system of the Transco/ Discom should be so
designed that it should take care of fluctuating load of the consumer
as it is the duty of the transmission licensee under Section 40 of

Supreme Court order dt. 29.11.2019, has empowered the State Regulatory
Commissions, to levy the Grid Support charges. The same is also supported
by various APTEL judgments (dt. 29.09.2015-Renuka Sugars v/s. GERC,
PGVCL, Gujarat TRANSCO; dt. 18.02.2012-Chhattisgarh State Power
Distribution v/s. Godawari Power &lspat Ltd) and SERC orders.

Research paper on “Grid Support charges on Captive power plant”, by K.
Balaraman, Ananthapadmanabha, R. Nagraja, K. Parthasarthy; presented
at [IT Madras — National Power System Conference 2004 also supports
Technically the application of Grid Support Charges on Captive Power
Plants.

In view of the additional benefits than the normal other consumers, the
CPPs who intended to use and benefit from parallel operation need to
compensate through Grid Support charges. The said Grid Support charges
are also one of the components in Retail Supply Tariffs and these charges
are proposed to levy on the CPPs who intended to use and benefit from
parallel operation. Hence the proposal of Grid Support charges for FY
2022-23 are well within the provisions of Act.

The licensee has not denied CPPs access to the network, the captive
generators who intended to use and benefit from parallel operation need
to compensate through Grid Support charges.
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Electricity Act, 2003. Moreover variation of load of a consumer having
CGP is much less than a consumer without CGP.

CGPs absorb some amount of harmonics whereas a consumer without
CGP inject full quantum of harmonics generated to the grid.

A consumer with or without CGP could inject harmonics into the grid and
this may affect the power quality of CGP but may never absorb the
Harmonics as it is producing power into the system. The harmonics would
be mostly absorbed by the loads and can pollute the power quality of the
system

The unbalanced voltage of the grid is a source of negative phase
sequence current which G absorbed by the generators of CGP.

The voltage of the grid is never unbalanced and is maintained balanced as
the per IEEC standards

Fault level depends upon the generation capacity connected to the
grid. Since the CGPs constitute 50% of capacity connected to the grid
they are supposed to contribute to the increase fault level of the grid,
The parallel operation of CGPs with the grid is highly beneficial
otherwise during a fault the grid voltage would have collapsed.

The faults are to be isolated within a short span, to safeguard the grid and
high level protection systems are in use and to safeguard the grid
connected elements.

As per Regulations of Supply Code, Industries having CGPs can draw
emergency power up to the capacity of largest generating unit by
paying required tariff. Therefore, it is not a support of the grid as
claimed by the Petitioner. CPP's drawl of power is limited to "start-up
power" when there is total loss of generation of the CPP. The drawl of
power for production purposes, is limited to the CMD as per the
Power Supply Agreement with the DISCOM. Otherwise penalty is
attracted. Overdraw! is prevented by proper setting of the relay at the
Grid Sub-station.

It is wrong to state that active and reactive power demand due to
sudden and fluctuating load is not recorded in the meter. Billing is
done for all consumers by .integration over 15 minutes period and this
also applicable for CPPs which does not result in any undue advantage.

Such fault isolation techniques adopted by Grid are not dependent on the
parallel operation with CGP
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Due to injection of power by CGPs the load on the transformers in the
grid reduces resulting in less transformer loss."

10

The CGP are acting as distributed generator at the load center for
which the transmission and distribution loss has been reduced to great
extent. Further since all the cost of the transmission utility is being
covered by the Commission while approval of Annual Revenue
Requirement (ARR) of the utility there is no scope of levying such
additional charges on the consumers. On the contrary to the claim of
DISCOMS that the CGPs which are connected with the grid are getting
benefits, we are facing lot of problems due to irregularities of-grid
operation by TRANSCO.

11

Transco being the State Transmission Utility (STU) has the
responsibility to maintain the network system of the state as per Sec.
39 and 40 of Electricity Act, 2003. As per Regulation Grid Code, all the
users or prospective users of STU are to be treated equal. Further
Section 9 of Electricity Act, 2003 does not difference between CGP and
IPP as far as grid connectivity is concerned and hence both should be
treated equitably from the viewpoint of grid connectivity and support.
Moreover industries owning arc furnaces and rolling millS but without
CGPs creates much bigger problems and create pollutions in the state
grid as compared to an industry having a CGP. The fluctuation in the
load, generation of odd harmonics are technically issues whish are
common for industries with CPPs and without CPPs.

The grid support charges are not for drawl of power from the Distribution
Licensee and for utilization of parallel operation benefits by captive
generators.

12

As per Section 7 of the Electricity Act, 2003 any generating company
may establish operate and maintain a generating station if it complies
with State Grid Code and standards of grid connectivity as referred in
v Section 73 (b) of the Act. Both Tariff Policy and National Electricity
Policy emphasise the unhindered connectivity of CGPs to the grid.
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Section 2(32) of the Electricity Act, 2003 defines Grid means the high
voltage backbone system of interconnected transmission lines,
substation and generating plants. That implies CPPs and Generator
are part and parcel of the grid system. Therefore it is not understood
how one part of the grid is asking Support Charges to other part.
Under such condition of dynamism all the constituency of the
integrated Grid system are mutually benefitted as well as become
victims of the vagaries created. Thus the very concept of levying Grid
supeort charges to Captive Generating Plant only seems to be absurd.

13

TSDISCOM/TSTRANSCO cannot levy Grid Support Charges to stand
alone CPP like In the other hand TRANSCO is enjoying various
advantages of grid support from CPPs by way of utilizing surplus power
from CPPs in a power deficit situation, receiving VAR support and fault
MVA support for the grid.

High power industries with fluctuating loads are to be stabilised to
safeguard the grid, from blackout. The demand put on the system is to be
considered average value and the integration period of 15 mins is
considered to avoid maximum no. of fluctuation to safeguard the grid.

14

There is no provision in the statute empowers the DISCOMS to levy
Grid Support Charges on the CPPs. They, on the other hand as CPPs
absorbed some amount of harmonics. On the contrary consumer
without CGPs transmit full quantum of harmonics to the grid. The
DISCOMs/TRANSCO is not taking any step to install suitable equipment
to filter the harmonics and injectingthose pollutants to the grid for
which the CPPs are ‘forced to suffer. Thé grid voltage is always
unbalanced due to various categories of consumers and hence is a
source of negative phase sequence current which cause stress on the
generators of CPPs. Transco being the STU of Telangana should find
some means to prevent the same."

However, there is a proposal for amendment from CEA to reduce the
indication period further to 5 mins to enhance the grid stability. Whether
it is a generator or a consumer has to comply with the grid standards.

15

It is relevant to mention the observation and comments of
The Hon'ble Orissa Electricity Regulatory Commission in the
similar matter, in its Order dated 31.03.2014 in Case No. 46/2012,
the excerpt of which is as follows:

An in-house CGP producing power will be drawn by the loads within the
premises. In such cases if the load is more than the CGP the balance power
would be drawn from the Utility’s grid. They would have the Contract for
the balance load from the utility.
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i) Para- 15 of Order:

"We heard the parties at length and also perused the technical
report submitted by OPTCL. The present installed capacity of the CGPs
in the State as submitted by OPTCL is 5173 MW which is more than or
eque/ to capacity of other generators connected to Odisha Grid
including Odisha share of power from Central Generation Stations. We
agree with th.e contention of CCPPO that the pollutants of the Grid
like fluctuations in frequency and voltage, negative phase sequence,
distortion due to harmonics etc. are the resattant effect of all
synchronous machines like generators and motors of the Grid system.
These pollutants are injected in to the grid not only by CGPs but also
by other independent generators and machines like motors and arc
furnaces of the consumers. Holding industry having CGPs only
responsible for this is not correct”

if) Para-16 of Order:

"After going through the submission of various stake holders of the
grid system we conclude that the behaviour of industries having CGPs
and also without CGPs varies case to case basis. There are
ample provisions in the Odisha Grid Code to regulate the behavior of
entities connected to the OPTCL system. Hence, a generic method of
calculation of Grid Support Charges for al/ industries may not be
proper. The Petitioner has failed to submit a State-wide study before
us on which a decision could have been taken. One solution fits al/
can't be applicable here. So implementation of a mode/ of another
State in our State will not be proper.™

iii) Para- 17 of Order:

There are enough provisions in Odisha Grid Code, 2006 to maintain
quality supply in the grid system. Regulation 4.7 of Odisha Grid Code
discuss elaborately the idea/ behaviour of constituents of the Grid.
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OPTCL should play the role of watchdog and analyze the pollutant
injected by various constituents of the grid system. CGPs and
industries injecting pollution should be directed to take up remedial
measures like installation of capacitors, filters for harmonics, etc. so
that grid pollution will be minimized. The non-compliance by any
industry or industry having CGP of the Grid Code should be dealt as per
Regulation 1.18 of OGC, 2006. Therefore, the prayer of OPTCL for levy
of Grid Support Charges is not acceptable.”

16

Just as in the case of APERC Original proposal when GSC was proposed
at 50% of the then applicable Demand Charge of Rs 170 per KVA during
the year 2002, the current proposal of 50% of the Demand Charge of
Rs 475 per KVA per month is also not supported by any data proving
that the grid suffered to this extent in providing parallel operations to
CPPs.

17

Further, the Original proposal when GSC was propgsee by.
APERC during the Y 1999/2002/ the Electricity Actis Actis in force from
2003 and Section 9 of Electricity Act does not difference between GGP
and IPP as far as grid connectivity is concerned and hence both should
be treated equitably from the viewpoint of grid connectivity and
support.

If it is not in house CGP, and CGP is located at some other location and
drawal point at other end, the total power for the load would be drawn
from the utility grid only. In such a scenario transformer losses will still be
incurred by the utility.

18

CPPs involve heavy capital, investments and are necessitated to
provide fillip to the main consumption industry utilizing captive power
at reasonable rate as opposed to fluctuating and ever increasing grid
tariff.

19

The proposed levy of GSC aims to stifle the consuming industries by
this arbitrary levy, which in turn erodes the viability of the principal
industry to a point that it must perforce cease operations.

TS Discoms wants to state that the Ul charges are levied to the tune up to
~12% of the deviation charges in the case where a Generator or a Discoms
deviates from their said drawl or injection schedule.

However, if the same generator or to be particular a captive power plant
deviates from its said injection schedule say up to a quantum of more than
12% then this level of deviation is absorbed by the Grid. In this case Grid
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20

The CPPs who are predominantly coal-fired, are already subjected to
substantial increases in coal cost being supplied by the State mining
companies and have no window to absorb such high levies such as the
proposed GSC.

acts as a stabilizer. Thus Ul charges amount for only a fraction of the
quantum of deviation, whereas Grid support charges help to further
develop the grid to absorb the rest of deviations.

21

CPPs have repeatedly expressed their willingness to provide additional
protections in their facilities as desired by the grid to see that no
untoward load throwbacks or fault currents or reactive power surges
happen.

A consumer with or without CGP could inject harmonics into the grid and
this may affect the power quality of CGP but may never absorb the
Harmonics as it is producing power into the system. The harmonics would
be mostly absorbed by the loads and can pollute the power quality of the
system

22

The original levy of GSC in 1999 was when the generation shortfall was
prevailing, the TSDISCOMS were going through occasional R&C periods
and frequency fluctuations, etc. when the Regulator considered that
the proposed levy had merits. However, the TS Grid has since
improved / made many strides in Grid size, availability of power and
attained stability and is one of the few Grids in the country being
engaged in export of power on a steady basis.

23

The Grid situation therefore requires to be thoroughly reviewed with
reference to the fact whether the Grid suffers any forbearance in
providing parallel operations of CPPs. CPPs request that such a review
be conducted on an arms-length basis by an independent third party,
taking into account the actual power harmonics, fault currents or load
throwbacks as claimed by TSDISCOMS and also to arrive at a justifiable
and reasonable charge based on actual cost / damage suffered by the
Grid, if any, in providing such parallel operations to CPPs.

TS Discoms want to state that there is a clear difference between a Captive
power plant and the other Generators. The Captive power plants supply
power to their own needs and balance / deficit power can be
drawn/injected back into the grid. However other Generators can supply a
constant required amount of power into the grid; thus support the stability
of the Grid.

24

The prevailing parallel operation charge which is equivalent to
the proposed GSC in other States is as follows:

Name of the State Grid Support Charges Rs/KVA/Month

Madhya Pradesh Rs.20/KVA/Month

The mutual benefit of the Grid is mostly applicable for captive power
plants. The grid support charges are not for drawl of power from the
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RERC Rs.20/KvA/Month
Gujarat Rs.26/KVA/Month
Tamilnadu Rs.30/KVA/Month

Rs. 16/- per kVA per month on the installed ca acit of the CPP

Odisha Nil
Vilest Bengal Nil
Kerala Nil
Karnataka Nil

The above utilities have proposed these rates after third party
analysis. From the above table it can be seen that the parallel
operation charge or GSC in other States has been worked out based
on clear parameters of the costs incurred by the Grid and so are
considered reasonable as against the proposed levy of 50% of the
Demand Charge of Rs 475per KVA per month, proposed by TSDiscoms.
The proposed levy has no basis and is grossly excessive, arbitrary, and
so requires to be reduced substantially and validated by an
independent third-party analysis.

Distribution Licensee and for utilization of parallel operation benefits by
captive generators.

25

What is the basis and rnethodology adopted while arriving GSC
50% of demand charges? How the DISCOM arrived GSC 50% of
demand charges and why can't it 2% or 5%? g In ARRI TS DISCOMs
haven't mentioned any basis /justification while proposing the GSC. If
we consider the proposed GSC, a captive power plant having installed
capacity of 100 MVV, is needed to pay GSC Rss 297 Crores per
month and Rss 35.63 Crores per annum, results closure of Industries
in Telangana.

26

Most of the CPPs installed capacities are much higher when compared
to their captive load, When the installed capacity / operating capacity
of captive load is much lower than installed Capacity of Power plant,
it is very unfair to impose GSC based on the installed capacity of CPP*

TS Discoms wants to state that the Ul charges are levied to the tune up to
~12% of the deviation charges in the case where a Generator or a Discoms
deviates from their said drawl or injection schedule.

242




27

The proposed levy of GSC at such a high rate will be a death knell for
large process industries which depend upon captive power
at reasonable cost. The proposed GSC will hit at the core viability of
the principal industry resulting in closure of operations and in loss
of direct and indirect employment aside from loss of revenue to
the exchequer.

However, if the same generator or to be particular a captive power plant
deviates from its said injection schedule say up to a quantum of more than
12% then this level of deviation is absorbed by the Grid. In this case Grid
acts as a stabilizer. Thus Ul charges amount for only a fraction of the
quantum of deviation, whereas Grid support charges help to further
develop the grid to absorb the rest of deviations.

28

We object the proposed levy on Captive Power Plants (CPPs) inter
a/ia alleging that the levy was devoid of merits, excessive; that there
was no evidence of actual forbearance / costs /damages on the part of
thegrid on account of CPPs running parallel operation and if at all, it
was only for export of surplus power from CPPs. We also claim that we
have adequate protections against any power load throwback within
the permitted time intervals under the grid code and accordingly
refuted the claim of TS DISCOMS as being without merits.
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Replies to the Objections/Suggestions raised on ARR & Tariff Proposals for Retail Supply Business including Cross Subsidy Surcharge for Open
Access Consumers for the FY 2022-23 by Sri Rajesh Garg (Plant Head, Kesoram Cement), Unit: Basanthbagar, Works Post: Basanthnagar -
5050187, Dist: Peddapally

S.No

Summary of Objections / Suggestions

Response of the Licensee

of the CPP.

The proposed levy of grid support charges by TSNPDCL for parallel
operation with the grid is arbitrary and punitive in nature. Just for the
sake of having a facility to parallel our captive power plant supply with
grid that too used for the startup and maintenance power requirement

The followings are benifited by the CPP in view of parallel operation with
the grid.

The fluctuations in the load are absorbed by the utility grid in the
parallel operation mode. This will reduce the stresses on the
captive generator and equipment.

Fluctuating loads of the industries connected in parallel with the
grid inject harmonics into the grid. The current harmonics
absorbed by the utility grid is much more than that by the CPP
generator. These harmonics flowing in the grid system are harmful
to the equipment and are also responsible for polluting the power
quality of the system.

Negative phase sequence current is generated by unbalance loads.
The magnitude of negative phase sequence current is much higher
at the point of common coupling than at the generator output
terminal. This unbalanced current normally creates a problem of
overheating of the generators and other equipment of CPP, if not
running in parallel with the grid. When they are connected to the
grid, the negative phase sequence current flows into the grid and
reduces stress on the captive generator.

Captive power plants have higher fault level support when they are
running in parallel with the grid supply. Because of the higher fault
level, the voltage drop at the load terminal is less when connected
with the grid.

In case of faults in a CPP generating unit or other equipment, bulk
consumers can draw the required power from the grid and can
save their production loss.

The grid provides stability to the plant to start heavy loads like HT
motors.
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e The variation in the voltage and frequency at the time of starting
large motors and heavy loads, is minimized in the industry, as the
grid supply acts as an infinite bus. The active and reactive power
demand due to sudden and fluctuating load is not recorded in the
meter.

The impact created by sudden load throw off and consequent
tripping of CPP generators on over speeding is avoided with the
grid taking care of the impact.

The above benefits extended by the licensee to the CPP consumers, it has
to be charged to the consumers who utilize the grid support. Hence, the
licensee has proposed the levy of grid support charges duly adopting the
methodology approved in the APERC order 08.02.2002 and subsequently
upheld by Supreme Court via judgment dated 29.11.2019.

As per our case, to operate total cement plant we require total power
around20.0 MW, we are having captive power plant capacity is 15.7 MW
andGrid Contract Maximum Demand is 5.2 MVA. During peak cement
market condition, we run total cement plant then we import power from
Grid and during down market conditions we will kept as stand by
condition.

As per the proposed grid charges conditions, the grid support charges will
not be levied on the entire capacity of CPP and it will be levied only on
differential capacity between CPP capacity and CMD with Distribution
Licensee.

We will operate parallel only during power plant shut down/break down
i.e. during the startup and stop of Captive power plant which will be
synchronize hardly twice or thrice per year. If we will calculate the GSC
as per proposed tariff, we get additional burden @ 34.25 Lacks per
month and 4.11 Cr. per annum for only parallel operation twice or thrice
per year.

The benefits of the parallel operation with the grid are enjoyed by the CPP
throughout the year. However, if the parallel operation is required twice
or thrice per year, the system is kept ready for the thought out the year to
serve the parallel operation for their CPP capacity as and when required.
Hence grid support charges are to be paid as per proposals made in the
ARR & Tariff filing for FY 2022-23.

The calculations made by the objector in respect of grid support charges
are calculated on the entire capacity of the CPP which is not correct. The
grid support charges shall be levied on differential capacity between CPP
capacity and CMD with Distribution Licensee.

Grid Support charges computation example:
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Captive Capacity = 100 MVA = 100,000 kKVA ......[a]
CMD with Distribution licensee = 90 MVA = 90,000 KVA......[b]

Differential capacity = [a-b] = 10 MVA = 10,000 kVA ....[c]
GSC (Rs. Cr.) = ¢ * 50% of Demand charges

=10000 * (50% of say Rs. 475) / 107

=Rs. 0.2375 Cr./ month

Captive generation was insisted by the APSEB to meet the power
shortage and thus the captive power plant were a creation of the APSEB
only. Substantive investments were made by the industry on captive
generation, which is not a profit center for the industry.

The industries benefited from the aforesaid advantages of parallel
operation with the grid.

Most of the industries do not resort to continuous parallel operation and
parallel operation is resorted to when absolutely necessary. TSNPDCL
has not incurred any additional cost to provide the parallel operation
facility. The levy of grid support charges is not supported by any basis of
costs incurred or pecuniary loss suffered by TSDISCOM.

The aforesaid advantages of parallel operation with the grid are benefited
by the CPPs in addition to other facilities of other industries. In view of the
additional benefits than the normal other industries or others, the CPPs
who intend to use and benefit from parallel operation need to
compensate through Grid Support charges.

Though CPPs do not contend the levy GSC in compliance with the orders
of Hon'ble Supreme Court, the quantum of the proposed levy of 50% of
Demand Charge of Rs. 475 per KVA per month is grossly excessive,
arbitrary, and abusive of the statutory authority also not supported by
any data proving that the grid suffered to this extent in providing parallel
operations to CPP and is not supported by actual costs or
damages suffered by the Grid.

The prevailing parallel operation charge which is equivalent to the
proposed GSC in other States is as follows:

Name of the State | Grid  Support Charges
Rs/KVA/Month
Madhya Pradesh | Rs.20/KVA/Month

The Hon’ble Supreme court in its order on Determination of Grid support
charges dated 29.11.2019 upheld the Hon’ble APERC’s order quoted
above concerning Grid support charges. The licensee has proposed the
same grid support charges methodologyapproved in APERC order dated
08.02.2002 which is upheld by the Hon’ble Supreme court of India.

The proposed grid support charges shall be levied on differential capacity
only i.e., difference between CPP capacity and CMD with Distribution
Licensee. Whereas in other states, these grid support charges are
calculated in entire capacity of Captive Power Plant (CPP). Moreover, if the
CMD with licensee is more than or equal to capacity of CPP, there will not
be levied any grid support charges to such consumer.

Grid Support charges computation example:

Captive Capacity = 100 MVA = 100,000 kVA ......[a]

CMD with Distribution licensee = 90 MVA = 90,000 kVA......[b]
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Differential capacity = [a-b] = 10 MVA =10,000 kVA ....[c]

GSC (Rg. Cr.) = ¢ * 50% of Demand charges

=10000 * (50% of say Rs. 475) / 107
=Rs.0.2375 Cr./ month

Comparison of GSC with other states like Madhya Pradesh, Gujarat, Tamil
Nadu-€hhattisgarh

Consider GSC @ Rs. 25 / kVA / month

Chattisgarh Rs.21/KVA/Month

Gujarat Rs.26/KVA/Month

Tamilnadu Rs.30/KVA/Month

J&K Rs.16/KVA/Month on the installed capacity of the CPP
Odisha Nil

West Bengal Nil

Kerala Nil

Karnataka Nil

Captive Capacity = 100 MVA = 100,000 KVA
GSC (Rg. Cr.) =25 * 100000 / 107

The above utilities have proposed these rates after third party analysis.|t
is evident from the above table that the burden imposed by the
proposed grid support charges in telangana has no basis and is unduly,
grossly excessive high compared to what would have been payable
above states and analysis to be done by third party. It is therefore
submitted that the proposed grid support charges is entirely
unreasonable and unjustified.

=Rs. 0.25Cr. / month

Thus GSC determined by TS Discoms is very much justifiable.

From the above table it can be seen that the parallel operation charge
or GSC in other States has been worked out based on clear parameters
of the costs incurred by the Grid and so are considered reasonable as
against the proposed levy of 50% of the Demand Charge of Rs 475 per
KVA per month, proposed by TSNPDCL The proposed levy has no basis
and is grossly excessive, arbitrary, and so requires to be reduced
substantially and validated by an independent third-party analysis.

The effect of the grid support is different to in different classes of
consumers like industries with continuous parallel operation and

The proposed grid support charges are 50% of prevailing demand charges
for HT consumers on the differential capacity here the HT consumer is the
respective consumer category only. Hence proposed grid support charges
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standby permission. Whether uniform grid support charges are to be
levied on all consumers is a poi nt for discussion.

are different from one category of consumers to another category of
consumers.

10

The proposed levy of GSC at such a high rate will be a death knell for
large process industries which depend upon captive power at
reasonable cost. The proposed GSC will hit at the core viability of the
principal industry resulting in closure of operations and in loss of direct
and indirect employment aside from loss of revenue to the exchequer.

The proposed grid support charges are very negligible per unit in respect
of generation of captive power plants. However, if the Captive Plant
Capacity is less than or equal to contractedmaximum demand with
licensee, such captive power plant capacity will not attract grid support
charges.

11

For the reasons stated herein-above, may be pleased to reject the levy
of grid support charges for parallel operation during CPP startup & Stop
Conditions.

The benefits extended by the licensee to the CPP consumers, it has to be
charged to the consumers who utilize the grid support. Hence, the licensee
has proposed the levy of grid support charges duly adopting the
methodology approved in the APERC order 08.02.2002 and subsequently
upheld by Supreme Court via judgment dated 29.11.2019. The licensee
earnestly requests the Hon’ble Commission to approve the proposed Grid
Support Charges.
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Replies to the Objections/Suggestions raised on ARR & Tariff Proposals for Retail Supply Business including Cross Subsidy Surcharge for Open
Access Consumers for the FY 2022-23 by Sri S.Nagarjuna Reddy, (Commercials & Regulatory) Mytrah Energy (India) Pvt Ltd, #8001,Q-

City,S.N0:109, Gachibowli, Hyderabad

Response of the Licensee

In respect of NCE projects, the historical actual
generation data of the generators are being taken as
basis for preparation of ARR proposals. However,
payments for the proposed generation particulars are
subject to terms and conditions of respective Power
Purchase Agreements (PPAs) which are in turn governed
by respective Commission orders determining tariff for
such NCE Projects. TSDISCOMs honour the MUST RUN
status awarded to the RE generators in accordance
with the IEGC Grid Code. However can proceed to
curtail energy from these projects as per clause 5.2 (u)
of the Grid Code in case of Grid security.

Sg,'_“ Summary of Objections / Suggestions

1 | Solar Generation: TS Discoms have considered the NCE generation Solar in the power
purchase cost. NCE generation = Solar 1644.26 MUS, Tariff = Rs 5.69/kwWh.
Comment:
o Itis observed that DISCOMs has considered 21% CUF for Solar Generators in their ARR
proposal, However DISCOMs should consider the total energy delivered at
interconnection point and also to pay the payments towards total energy delivered as
per PPA terms. On this premise of considering lower generation from NCE (Solar),
DISCOM s shouldn't Curtail the power from RE generations as they have to comply the
MUST RUN status in accordance to the IEGC GRID code 2010.
Request to Hon'ble TSERC:
o It is requested to issue necessary directions to TS Discoms in following the Grid Code
and Must run status accorded to NCE projects.

2 | Measures to Reduce Aggregate Technical Loss
0 As per the proposed ARR fillings for FY-2022-2023, Distribution losses are
targeted to decrease from 9.13% in FY 2020-21 to 6.99% in FY 2022-23 by conducting 11
kv feeder wise energy audits, installation of additional capacitor banks etc thereby
decreasing the power purchase cost.
Comment:
0 From the proposal, we understand that Discoms are making their efforts to
improve their balance sheet and make themselves a self-reliant cash rich DISCOM.
Request to Hon'ble TSERC:
0 Accordingly, we request TSERC to direct the DISCOMs to pass on the savings
generated through reduction in Technical losses towards reducing the average payables
to generators

3 | Tariff Hike

0 From the ARR filings for FY 2022-23 Discoms have proposed a tariff hike in fixed
and energy charges including customer charges. Fixed charges increased by Rs 100/kVA
for industrial customer and energy charges of 50 paisa for all domestic consumers and

TS Discoms state that they have always tried their best
to pay the dues to the generators in a timely manner.
Payments timelines to the Generators would definitely
improve if the financial conditions of the Discoms are
improved.

TS Discoms will continue to put its best efforts in
improving its operational efficiency and utilise the same
in their timely payments to its Gencos.

TS Discoms shall abide by the directions given by
the Hon’ble

Commission

Further, TS Discoms shall abide by the directions
given by the Hon’ble Commission.
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1 rupee for all industrial consumers resulting in overall increase of thereby expecting an
increase of Rs 6,830 crores for a year.

Request to Hon'ble TSERC:

0 This is a welcome step by the DISCOMs and the revenues generated by the tariff
hike should be effectively used in repaying the energy bills to the generators timely.

Late Payment Surcharge (LPS) on Delayed payments:

0 From the proposed ARR for the FY 2022-23, it is observed that Discoms have not
considered the cost for Late payment surcharge against the Energy bill's.

Comment:

0 As per the terms of PPA, in case of delayed payments beyond due date, the
generators are entitled to interest on delayed payments at rates specified in PPA.

The average receivable period is ranging anywhere between 6 to 12 months as seen
from payment history by TS Discoms to wind and solar projects and Discoms are
unilaterally waiving off the late payment surcharge which is otherwise payable to wind
& solar projects as per PPA. Therefore, Discotns should consider the cost equivalent to
Late payment Surcharge (LPS) for a period of 06 months on delayed payments in their
ARR proposal for FY 202223 which enables Discoms to pay LPS as per the terms of PPA.
By adoption of any efficiency measures, if Discoms could reduce the average payable
period to generators, LPS amount filed/claimed under ARR could be used to set off in
future.

Request to Hon 'ble TSERC:

0 Non- Allocation of funds in the ARR would lead to unavailability of funds to clear
the past due's which would have a cascading effect on the generator financial situation.
o] Therefore, we request Hon'ble TSERC to issue directions to DISCOMs to consider

the Late payment Surcharge for a delay period of 06 months in their ARR proposal
instead of filling True-Up petitions and considering the Time value of Money.

Hon’ble TSERC does not allow the Late
Payment Surcharge (LPS) on Delayed Payments
against the Energy Bills of the generators in ARR Filings
for Retail Supply Tariff.
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