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ORDER
(DATE OF HEARING 7.2.2003)
This application for review of filed under Section 12 of the Electricity Regulatory
Commissions Act, 1998 read with Section 114 and Order 47 of the Code of Civil
Procedure arises out of the Commission's order dated 9.10.2002 in Petition

N0.29/2002. The application for review is placed before us for admission.
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2. National Thermal Power Corporation Limited (NTPC), Respondent No.1 herein,
had filed Petition N0.44/2000 to claim revised fixed charges due to additional capital
expenditure and FERV capitalised during the years 1997-98 to 2000-2001 in respect
of Ramagundam STPS. The Commission while disposing of the said petition, in its
order of 2.1.2002, directed NTPC to file fresh petition for determination of tariff for the
period from 1.11.1997 to 31.3.2001, based on the terms and conditions notified by the
Central Government as contained in the notification dated 2.11.1992, applicable from
1.11.1992 to 31.10.1997. Petition N0.29/2002, was filed by NTPC in compliance of
these directions. The Commission in its order dated 9.10.2002 (sought to be
reviewed) has approved the revised fixed charges from 1.4.1997 to 31.10.1997 and
also the tariff for the period from 1.11.1997 to 31.3.2001 in respect of Ramagundam
STPS based on the terms and conditions contained in Central Government's said
notification dated 2.11.1992. The petitioner herein, TNEB, seeks review of some of

the directions contained in the Commission's said order dated 9.10.2002.

Additional Capitalisation

3. NTPC in its Petition N0.29/2002 had claimed certain amount on account of
additional capitalisation during the tariff period, which were partly allowed. The year
wise consolidated amount of additional capitalisation allowed by the Commission was
indicated in the said order dated 9.10.2002. TNEB, in its present petition has
submitted that the breakup details for additional capitalisation allowed by the
Commission are not furnished. It is submitted in the petition that additional
capitalisation after more than 10 years of commercial operation of the project was not
in order. Although this issue was not pressed by the representative of the petitioner at

the hearing of the petition, we may state that the volumnous details of expenditure



allowed/disallowed to be capitalised could not be incorporated in the order.  These
details form part of the judicial record of the Commission which are available for
inspection, etc, in accordance with the prescribed procedure. The petitioner or for that
matter any of the parties are at liberty to obtain certified copies of the statement of

expenditure allowed/disallowed to be capitalised and the reasons therefor.

Debt-Equity Ratio

4. It is next submitted that the Commission while approving tariff for Ramagundam
STPS has maintained normative equity of 50%, though loan has been reduced based
on actual repayment. According to the petitioner, based on K.P. Rao Committee
recommendations, while setting tariff for the period from 1.11.1997, the equity should
have been reduced considering the net fixed asset value reduced after actual
repayment of loan. This would reduce the amount of equity and consequentially

return on equity payable by the petitioner.

5. As we have already noted, the Commission had decided to determine tariff for
the period from 1.11.1997 to 31.3.2001 based on the terms and conditions of tariff as
contained in Central Government's notification dated 2.11.1992, which was applicable
for the period from 1.11.1992 to 31.10.1997. The norms contained in the said
notification dated 2.11.1992 have been applied without any deviation therefrom. In
fact, the petitioner has not been able to pinpoint any departure from the said
notification of 2.11.1992. In support of the claim, reliance has been placed by the
petitioner on the recommendation made by K.P. Rao Committee in this regard. We do
not find any indication to this effect in the said notification dated 2.11.1992. The

recommendation of K.P. Rao Committee does not seem to have been accepted by the



Central Government while issuing tariff notification. In view of the earlier decision of
the Commission to follow the norms and terms and conditions of tariff as contained in
the notification dated 2.11.1992, there is no substance in the point now raised on

behalf of the TNEB for review.

Repayment of Loan

6. In the petition, it is stated that the cumulative repayment of lban as on 1.4.1997
was Rs.421.08 crores, whereas the Commission has adopted Rs.399.53 crores for
the purpose of calculation of interest on loan. However, at the hearing, the
representative of the petitioner did not press this issue and as such we are not

recording any findings/views thereon.

0O&M Expenses

7. It is further stated on behalf of the petitioner that the Commission has adopted
the actual expenses for 1996-97 as the base for calculation of O&M charges, for the
tariff period from 1.11.1997 to 31.3.2001, which have been further escalated @ 10%
each year to arrive at O&M charges for a particular year. It is the contention of the
petitioner that the normative base figure of 1996-97 as arrived at based on the tariff
setting by the Central Government, as per the notification of 2.11.1992 ought to have
been considered and escalated thereafter for the purpose of base O&M expenses for

1997-98.

8. We have noticed that the tariff for the period from 1.11.1997 to 31.3.2001 has
been determined based on the Ministry of Power notification dated 2.11.1992. While

notifying tariff for the period 1.11.1992 to 31.10.1997, the Central Government had



considered actual expenses for the year 1991-92, which were notionally escalated @
10% for each subsequent year. While determining tariff for the period from 1.11.1997
to 31.3.2001, the same methodology has been followed and accordingly actual O&M
expenses for 1996-97 have been taken as the base. This methodology is followed
uniformly for all the stations. The alternative methodology for calculation advocated
on behalf of the petitioner for calculation of O&M charges cannot be said to be within

the scope of review of order.

Revision of Operational Parameters for Variable Charges

9. Basing his argument on the recommendation made by K.P. Rao Committee, it
was submitted on behalf of the petitioner that operational parameters for
determination of variable charges ought to have been reviewed and revised based on
actuals after expiry of tariff period, that is, after 31.10.1997 and tariff should have been
determined based on the revised operational parameters. We may notice that the
Commission has already taken a conscious decision to continue up to 31.3.2004 the
operational norms applicable prior to vesting of jurisdiction in the Commission,.
Therefore, the plea taken on behalf of the petitioner is not a ground for review of order

dated 9.10.2002.

Depreciation

10. Onthe question of depreciation recovered from tariff, it has been stated that the
cumulative depreciation as on 31.3.2001 in respect of Ramagundam STPS is more
than 66% and the balance amount is likely to be depreciated in full during the period

from 1.4.2001 to 31.3.2004. It has been submitted that to ensure that no excess



recovery of depreciation is made by NTPC, a cumulative depreciation as on 1.4.2001

should be finalised, and details thereof be indicated by the Commission.

11. The details of depreciation recovered in tariff from 1.4.1992 onward form part of
the judicial records and the petitioner is at liberty to inspect and obtain copies of the
relevant documents in accordance with the procedure prescribed under the
Regulations notified by the Commission if so advised. For information of the
petitioner, the relevant details are incorporated hereinbelow also :-

(Rs. in lakhs)
0) 1.4.1992 t0 31.10.1992 | 23,857
(i |1.11.1992to 31.3.1993 | 27,660

(i) | 199394 37,367
(v) | 199495 47578
(v) | 199596 63679
(vi) | 199697 79,456

(vii) | 1.4.1997 to 31.10.1997 | 88,457

Conclusion

12. We have considered the issues raised by the petitioner in the present
application for review in the light of statutory provisions of order 47, Rule I, CPC. In
our considered view, the grounds raised in the petition do not fall within the statutory
provisions. The directions given by the Commission are being contested on merits
and are sought to be re-opened, which is outside the province of review of the orders
as per the above referred statutory provisions. We, therefore, do not find any merit in

the present application for review and the same is dismissed at the admission stage.
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