ANDHRA PRADESH ELECTRICITY REGULATORY COMMISSIOI\

HYDERABAD

From: To: _ '
Secretary/APERC, The Chairman & Managing Director
#11-4-660, 5" Floor, Andhra Pradesh Power Generation Corporation Limited
Singareni Bhavan, Vidyut Soudha, Hyderabad. Khairatabad, Hyderabad 50 82
Red Hills, '
Hyderabad - 500 004, ¢ The Chairman & _Managmg Director -

' M/s APTRANSCO

| Vidhyut Soudha, Khairatabad, Hyderabad. - 300 082. -

Lr.No.APERC/Secy.F:24/D.No. 490 /2004, Dt. /G _03.2004

Sub:  Order passed in RP No 13 of 2003 in o P No 402 of 2002 — Pdrtly aIlowmg the
Review Petition - Reg,

. S R R
A copy of the Order passed by Andhra Pradesh Electricity Regulatory Comunission in the
rnatter of R P No 13 of 2003 in O P No 402 of 2002, dated 15.03.2004 is forwarded Herewith.

- Yours faithfully,

/
s (."
v
Copy o
v %/\uuDil'eCfOF (Engg) with a copy of order ;-
\ / Divector (Tariff.) with a copy of order
ﬁ\ Director (Law) the original and fair order of the
- %ﬁ@“ _ Commission are sent herewith for further

action, "

ajc, |

TAPERC —].

HYDERABAD.
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ANDHRA PRADESH ELECTRICITY REGULATCRY COMMISSION
HYDERABAD

Dated:15.03.2004
Present

Sn G. P Rao Chairman
Sri Ks_Sreerama Murthy; Member .
$ri. Surinder Pal'; Memb'er.. S

.
.

“: R.P. No.13 of zooa
N
O.P.NG. 402 of zooz

Between

M/s. Andhra Pradesh Power Generation Corporation Limited -
Vidyut Soudha, Hyderabad Khairatabad, Hyderabad 500 082 e s
Represented by its Chalrman and Managmg Director . Pet!tloner !Respondent

_Ar_gp_

M/s, Transrrigsion Corp'm-'a'tio'n of Andhra Pradesh Limit_ed,
Vidyut Soudha, Khairatabad, Hyderabad - 500082, -~ =1 |
Represented by the Chairman & Managing Director ...Respondent Fetitioner

This pet:t:on cornlng on for heanng on 08 12 20{)3 in, the presence of

Sri 8. Ravi, Advocate and J. Parthasanhy. Chalrman and Managfng Director, for the

Petltloner and Sri PM KGandhi Dlrector (Regulatory Affairs and Coordmatxon)
Sri A.Venkateswar, Director (Fmanoe) and Srl M. Hanumath Sastry, .Chief Engineer,
(Commercial and IT}, for the Respondant_;and\..h_avlng=-s;toqd ‘over for consideration to

T ;
b . e w A

this day, the Commission delivered the following: .
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ORDER

This is a pefition seeking review of the orders of the Commission in

0.P.N0.402 of 2002 dated 24.03.2003 giving consent to the power purchase
agreement {PPA) entered into between Respondent and petitioner.

. ?@.’;

{2) The petitioner herein will be referred to as APGENCO while the respondent
herein WIII be referred to as APTRANSCO.

(3) Followmg key issues were raised by APGENCO and responded by
APTRANSCO The Commission dlscusses each of these issues in the foliowing
paragraphs '

Key Issues:
& .

f. Srisailam Left Bank Power House (SLBH):

APGENCQ's submissions;
The objectives of the Srisallam Left Bank Power House (SLBH) as
envisaged have been fully complied with for the following reasons:
(8)  Addltional seasonal energy can be generated from Left Bank avoiding
spillage of water that could have bthe_rwise taken place,

(b)  Additional peak_ing support up to 800 MW can be provided for varying
hours from the Left Bank Power House, operating in conventional
fhode' in addition to what the Right Bank Power Hous’e/can provide,

{¢) The. units can- operate in -pump mode also, partially if the level at
| Nagarjunasagar In excess of 531.5 Ft, and fully if the level |s 550 Ft
and above. The abiilty to operate the Units in pump mode was also
gstablished. The extent of operatlon would depend on the hydrology

and levels at Nagarjunasagar as per orlgmal scheme.

Further, the continued and full scale pump 'mode operation has not been
possible only on account of poor hydrology whereby water Ievels at Nagarjunasagar
remained well below 531.5 Ft .and for no other reason.

Therefore the petitioner is entitled to payment of fixed charges for SLBH also.

[}
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APTRANSCC)'s responses.

Memo No 2003 dated 07-05~2003 |ssued by, lmgabén & CAD department '
GoAP, provides the following olanﬂoatron ' SR :
- "APGENCO Is free to operate unlts at elther of the statrons at Snsallam at its
- sole discretion so as to denve maximum posslble be fite Without af[gctmg
the interests of irmgation and within the 'provruroﬁu#d
per tables prepared by_COKRIP."

Ieaﬁets’ of Watar as

cost for this energy may be ﬂxed

Do

ngmrggionsg_glvsls . B ER SRR el

It is pemnent to go into the background based o lchtheSnsaiIam Left

Bank Power Mouse was' conoewed

The Project Report for SLBH envlsages Installation ol‘ nlne (9) numbers
reversible type’ pump-turblne motor generating unrta of total capaorty- of.:990 MW

The Project Report envisaged that the changing scenarios_of water use at the :
upstream will 16ad to dlmlhishing of total waterr avatlabitity'-and releasa | 'gttern will be
dictated fully by |mgat|on needs. . L

The Project Report further says that In thra oontext lt i8 easentlal to inetail
reversible pump-turbine units at SLBH, whrch would ensure conﬁnned_ utihty of the

power to prowde peaking capaclty. It Is also stated that bas 'n"" 'e-sp,ena_rtos |




From the above itis obvious that the seasonal surplus of 1000 MU cannot
translate:into peak power capab:lity during non-monsoon period when the system
demand wﬂl be hrgh | '

Jtis therefore necessary that pump mode operetlon should be established as
envisaged in. the pFOJeCt report for consideration of capacity from this plant 1o allow
fixed charges in respect of the plant.

1n the: meantlrne APGENCO has come up with a proposal of constructing a
weir of 1 TMCFT capec:ty wrth the- approval of the Imgation department to facilitate
purnp. mode operation even when the reservoir Ievel at ‘Nagarjunasagar dam s
below 531 5 Ft:The Commussron therefore is of the view that the capacity from the

~ plant could be consndered after the pump- mode operetion is established. Till such

time- energy generated m excess of the capacity of the Srisailam:Right Bank Power
House (SRBH) (dunng the surpiusrng penod) ghall be paid for at the agréed price

‘with the consent of the Commissron

However the Comm:ssion takes note of the cienﬁca'aon issued by GoAP
permitting water drawai from either SLBH or SRBH at the discretion of APGENCO
prowded |t is ensured that the reservoir Ievel does not fall below 834 Ft. and power
draft ,at : SSLM. tet into Nagedunasagar is limited to irrigation needs at
Nagarju n_asag’ar dam’ and Krishna delta. |

_ Consrdenng this the Commission further directs that energy generated from
SLBH over and.above- the effective cepacity of right bank power house from the live

_ _storage ta meet.the: peak demand during. non—_rnonsoon months shall also be paid at
' the rate mutually‘agreed upon and conisented by the Commission.

i. Depreclation;

APGENCOE-_S.meiQSio'n:.--- S

' The"depreciation -amount is not adequate to repay the loan amount and

“discharge the interest liability of Vidyut/Pension/PF bonds. Return:-on equity (RoE)

|l




‘which is to be retained by the: enterphse I8 not 1o be used 1o meet any liabmty The

servicing of the. penswrilPF liability- was plaood on APGENCO on ‘the dear
understandlng that the required funds will be generated through tanff

%} 1

The deprecuation Is allowable as per Central Electricity Authorf*y (CEA)

gmdellnes on the book value of the assets. APGENCO shail meet all-its debt
repayment obiigations from the depreclation being aliowed to APGENCO including
those arising out of the loans raised- for creation of assets pension and PF bonds.
The interest on other loans used for creation of new assets is a pass—through in tne
tariffs, Further, any liability on account of interest on Pension bonds m exoees of that
specified in Annexure | to Commission’s order shall be
the tariff on a year to year basis.

'ed e : a_ pass—'mrough in

The Commission in its order dated 24‘h March 2003 on APGENCO has
indicated that the PPA should shift to norms from'the relmbursement bams Apart
from infusing dascxpllne In the expenditure, this will introduoe a ievel playing'ﬂeld with

the IPPs. As explained in detail in the above order, the, up-valuation of assets at the |

time of first transfer soherne passed on some additional liabllitles and increased the
value of equity of APGENCO. The Commission has allowed both. depreo:atnon and
ROE on the basis of revaiuad ‘assets and the matching liability. 'ROE on revaiued
EEE-egorovuded by the Comission’ enables APGENCO to service its. other: liabilities
such as Pension Funds / Vidyut Bonds. Even though RoE was not a oomponent in
the signed Power Purchase Agreement (PPA), the Commlsslon-felt it appropriate to
introduce this ‘component afong with ‘other norms into the P "'By facllitating
APGENCO {0 meet the intereet liabllity of, Vldyut / Penslon ! PE “bonds
by providing return and . d.epr.edatlon ~on  the . up-valued | -'Iumbem,

the Commission balanced the interest of both “the . genefe.or and

the consumer, APGENCO would norrnally be entstlecl for the return only
on equity based on the equity pﬁor to up—valuahon Retum on up—valued equzty was.
onsudered to enable APGENCO to meet the mterest liabitity. of Vidyut /

Penslon I PF ponds ‘along with depreciation. Annexure-l of the Commission's
o . \




order oiearly demonstrates that APGENCO has sufficient funds to meet its liability.

- Further, the Commissron has indicated under para 100 of the order under review

stating "any i:abilrty on account of interest on- pension bonds in excess of that
specified in the annexure will be. allowed as-a pass through in the tariff of APGENCO
on a year to year basis. Similarly, any fall in the liability on this account wiil be

adjusted in the tanffs ona year 40 year basis APGENCO can claim if there is any
|nmeasernpenmonhamnw

fit. gperation &: Maintenancs (O&Ml exgendlture

_ APGENCO s submissmn |

The audited figie for 1999-2000 s Rs, 346.37 Crores towards O & M
expenditure and on applying escalation on this base year figure WOrks out to

Rs.412,53 Crores for F_Y 03 and Rs. 437 28 Crores for F'Y 04 Further,h these
\numbers _are_reqwred to be escalated for the future years also lnstead of freezing the

......

same for'three years as'there are wage revisions m APGENCO Simrlar to that of
APTRANSCO

' APTRANSCO'sre'SDons'es:'

The actual O &M expenditure for FY 2000 as per PPA is Rs. 300.20 crores.

Based on this, O &M- expenses work.out to Rs 357.92 Crores for the year 2002-03 -

at an esoalation of 6% p.a. The O &M expendlture of Rs. 357. 92 Crores only is
agreeable to AF’TRANSCO

Commission’s ana.lysis:_ -

The Commrssaon in- its order has explained in-detait as to how the O &M
expenses of Rs 357 92 crores have been arrived at. As it was explained in several
places in’ the- order, the Commission's- lnhentlon was to fix up norms for various
components of fixed _and variable costs. While fixing up the base number for- O&M

expenses, the 'C‘o'rnr'nlssion examined four options and chose the one, which was

close to real expenses and agreed to by both. APTRANSCO and APGENCO in the
PPA. Pruning this to audited expenditure will defeat the very purpose of fixing up the




norms as the Commission expects APGENCO to exercise proper- oontroi over its
expenditure instead of claiming the actuat expendlture as
saving on this .will also be counted to the credtt o:_,-.__

;-through Srrmlarty any

for FY 03..
. y—A

_ The Commtssion had t'rozen thls expenditure for a. peri'" ' '-of three yeara. ‘ag it

did not have the sufficient data to study the. trend of exoendtture' over g penod of
time. APGENCO-has now submitted the audited expend:ture for the ﬁnanctal years
from 2000 to 2002 and the prowsional numbers for the ﬁnaneial ye "":2002 2003. The
trend mf%dy Increase of expenditure in the. employee cos mmirs and
maintenance, For the reasons menticned In the prevlous paragraph the Comrhission
does not agree for the reimburserment of actual expengé‘ it same time, it
recognises the need to provide for esoatatlon for each_ year

- approves escaletion at the prevaiiing inﬂation rate of4% P a. w A

(4} Other issues:

Apart from the above key issues, the following' other issues were also raised
by APGENCOQ and duly responded by APTRANSCO ' S

a. Fixing

APGE: NCO has requested for the extenslon of tlme ilmlt for ﬁxrng *neters upto
31-03-2004 as meters in targe numbers have to bef__ procd’red and. i .installed

APGENCO. has Insisted. that the boundary fer excnenge 0 power? betWeen- '

Pl ajvxt

APGENCO end APTRANSO shall be shifted frorn "the ou,tgomg }‘ee re
prasent, to’ the HV side of the g |enerating! statron taeneformere onee tt}e’ 0.2 class
meters are rnstailed as stated above : '

APTRANSCO has agreed for the provrslon of 0 2 ctess meters on the High

Voltage side of Generator Transformers and Station Transformers and to oonsrder :

the High Vottage {(HV) side of GTs/STs as the boundary mete ring.

CO_ Henoe the .
Commission considers - Rs. 357.92 Crores as. a reasonabie 0 &M ex;)endlture_

the --(,ommlss_i_qn .

bl




‘NOrms as it does

The Corimiasion on consldering above facts permits extension of timeﬁn'hnit for
APGENCO to instail 0.2 Class energy meters on the High Voltage side of all

Generator Transformers ./ Station Transforiers on both sides of Inter Bus

. Transformers (IBT) in all APGENCO switchyards upto 31-03-2004. As: directed
. earfler, APTRANSCO / APGENCO have to camyout energy aualt at all APGENCO

: ThermarStatlons, thfoa.i_gjh an 'iride_pehd'en't -'a'éency by 31-07-2004 and submit a

report to the Commission,

. a«:\" A
APGENCO in its review requested for the adaptation of operating norms as
approved in PPA for FY - 03, for FY -04 also untit the shifting of boundary meters
from the feeders to HV side of Generating Transformers.

APTRANSCO' has communicated that the operating parameters shall be as
per Annexure If to the :Co'mmis‘;é_ibn’s order under review or actuals whichever s jess.

| Restricting the _statidn-Heat Rate (SHR) to actuals will défe‘atll_'the purpose of
' 'n'ot ':prqvid'e any incentive to the generator to ifmprove over the
Com?ﬁiss'_fqn. advises APGENCO to adopt operating parameters
as per Anhéxt__jremr't"to §rdér under review, dated 24.03:2003.

norms. Hence the

. \_/ci_fta_g_e' side of all Ge__ne_r.at.or Transformers / Station Transformers and the Inter Bus

In APGENCO switchyards i 31.03-2004, the Auxiliary . Consumption
all be permitted as provided In PPA for FY 2002:2003,

o
: Lt !




The iariff order for FY 2003-04 has adopted the numbers ;ertalmng to
depreciation and Return on Equity for APGENCOQ for, FY 2002-03 The Commtssmn S
view was to approve the PPA of APGENCO from FY 2002-03 onwards and introduce
Incentives from FY 2003-04. Para Nos. 85 and 98 of the, Commnsslon s ordéri dated
24™ March 2003 on APGENCO are. to be raad as. appllcable frdm FY 2002 .03
instead of FY 2003-04.

(5) Inthe result the Petition is allowed in part, The petmoner is dlrected to come

up with a proposal for payment. of. ﬂxed charges in respect‘ ;a_m Left Bank
Power House once the purmped mode ‘operation is estab ‘However, the
petitioner is entitied to receive energy charges for the energy génerated from
Srisailam Left Bank Power House during surplussmg period in excess of the capacity

of Srisailam Right Bank Power House at the rate mutuaily agreed and cogaented by
the Commission.

Fuither energy c.harges for the energy génerated from ':Srisailam' Left Bank

Power House from the live storage during non-monsoon months to meet the neak
demand, over and above the energy that éan be generated with the e:ffe:mve
capacity of rignt bank power house, shall be paid to APGENCO at a rite mutually
agreed and consented by the Commission.

Petitiorier s also entit!ed to escalation @ 4% for eacﬁ' year in mspect of
Operation & Maintenance expenditure revoklng the condrtion ot freezing the
Operation & Maintenance charges for 3 years. '

The Commission granted extension of tirne' for the installation of 0.2 class
energy meters on the high voltage side of all generator transformers / station
transformers / inter-bus transformers in all APGENCO switch yards, upto31-03-2004
and consequently the Commission permlts the auxiliary consumption for the FY 2004
also as provided for in. FY 2003. '




The Comm:ssmn is- also modlfytng the . order: under review regarding

\appllcabllity of gu:dehnes on Return on Equity and depreciation as applicable from

FY 2002-03 instéad of from FY 2003 04 as mentioned in the order under review.
RS —

e
The APTRANSCO is dtrected to ineorporate the alberatlons in the PPA as
ordered above and submit the modlﬂed PPA for approval of the Corhmission,
Th|s order is sig ned on this day of 15"‘ March 2004,

Edis R sd | Sdi-

su"RlNDER PAL ' K.SREERAMA MURTMY .G.P.RAO

~(MEMBER) . (MEMBER) (CHAIRMAN)

i

MB o4

~ SECRETARY
A, P. E!ectrlcity Regulatory Commlssior
Hyderabad
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