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Tata Power-DDL Comments/Suggestions on Consultation Paper on Terms and Conditions of Tariff commencing from 1% April, 2019,

| Clause No

Options for Regulatory Framework

Tata Power-DDL’s Views and suggestion

Rationale i

TL5&
7.2.6

Thermal Generating Stations —Tariff
Structure

Three Part Tariff’ Struetore for thermal
gencrating stations

7.2.5 The tartdT Tor supply of clectricity [rom
a thermal generaling station could comprise
of three parts, namely, fixed charge (for
recovery of fixed cost consisting of the

components of debl service obligmiunsl

allowing depreciation  Tor  repayment,
interest on loan and guaraniced return Lo the
cxtent of risk Iree return and parl of
operation and  maintenance  expenses),
variable charge (incremental return above
suaranteed return and balance operation and
maintenance expenses) and energy charges
(fuel cost, transportation cost and taxes,
duties of fuel).

7.2.6 The recovery of fixed component
could be linked to target availability,
whereas variable component could be
linked to the differcnce between availability
and dispatch. Fucl charges could be linked
wilh dispatch.

The recovery of fixed component of
Annual Fixed Cost (AFC) should be
linked to target availability, whereas
variable component of AFC could be
linked to the actual dispatch to the
beneficiaries.

The actual dispatch can be calculated as

g percentage of actual generation to
requisitioned schedule during peak hours
of a beneficiary, For example for Delhi,
the peak hours can be (000 hrs. to 0400
hrs, and 1200 hrs. to 2400 hrs. during
summer months (Aprl o October) &
0900 hrs, to 1300 hrs, and 1800 hrs. to
2000 hrs. during winters {December to
March).

In such casec i a bencliciary  has
requested 100 MW power during peak
hours in line with its allocation, but the

Generator 15 able (0 deliver only 70% of
the  beneliciary  requirement,  then
variable component of the fixed charge
also should be restricted (o only 70%
pavment. This may further be subjected |

| to conditions mentioned under 26.3.13.

Three Part Tariff is bencficial for
DISCOMS & cnd consumers duc to
following reasons:

* O&M  cost: Three Part  Tariff
segregates the O&M cost between
fixed and variable component which
refleets the actual scenario, Under Two
Part: Taritff scheme, the Generator
receives normative Q&M cost based on
availability, even though il may not
have meurred the same. However, the
hasis of treating O&M Expenditure
as Semi Fixed expenditure shall
reguire careful calibration

* Return _on_Equitv: ROE is a retum
provided to the Generator for the equity
imvested by it in the project. 1t should
however, refleet market returns,
Segregating of ROE in fixed and
varable component shall maintain a
balance between the interest of the
gencrator and its beneficiaries.

*  Further, three part tariff would ensure
that the Generators compete amongst
themselves so as to it under ment
order. Mecrit order could comprise of
variable component of fixed charges

ble charges (ECR)
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Tata Power-DDL Comments/Suggestions on Consultation Paper on Terms and Conditions of Tariff commencing from 1* April, 2019.

e N
734

| deteriorate much with age, if proper O&M

Options [o r'Rég ulatory Framework

Tata Power-DDL's Views and suggestion

Rationale

Thermal Generating Stations — Older
than 25 yvears

7.3.4 A clear policy/ regulatory decision are
required in view of a number of thermal |
stations crossing the age of 25 years.
Possible options could be (1) replacement of
inefficient sub critical units by super critical
units, (it} phasing oul of the old plants, (iii)
renovalion of old planis or (iv) extension of
uscful life cte. Tt is worth to note that
perlonmance of a unit docs not necessarily

practices are followed

As per the data available, presently 33
GW of coal based stations are more than
25 years old. Many of these stations are
high polluting units and are unable (o
comply with the new pollution norms
thereby requiring FGD installation which
would increase the generation cost by 35
paisec to 40 paise per unit and in the
would  be
lead

period  shutdown
required.  This
beneficiaries to  source power [rom
elsewhere. Tala Power-DDL would
suggest that the beneficiaries should be
allowed to exit from PPA of a plant

which has lived a Life of 25 years.

interim

ghall  also

Further, one of the principal objective of
Electricity Act is to move towards
competition in generation. Extending the
life of coal guzzling power plants results
in the efficient thermal plants lying idle.
The capacity of such elficient plants
should be hamessed irrespective  of
ownership and preference in allocation of
coal should also be based on efficiency of
the plants. Accordingly, it is suggested
that beneficiaries should be given an
option to exil the PPAs once the usclul

lile has ended and option should also be | same.

| heat rate (SHR). These plants usually do

A plant which has lived a life of 25 years
has certain advantages and disadvantages
associated with it. On the positive side,
these plants have already recovered most
of the depreciation and completed loan
repayments, Accordingly, they may have
financial advantage in terms of lower fixed
cost, However, it has been observed thal
their operational cost is generally high due
elficiency, such as high
consumption of coal due to higher siation

to less

not confirm with the new environmental
and other norms also. Accordingly, it calls
for fresh investment which increases the

cost of power,
It may further be noted that the PLF of
thermal power plants have reduced |

drastically from 77.50% in FY 2009-10 to
59.68% in FY 17-18. Under such a
scenario, closure of old plants shall result
in increase in PLF for new and efficient
plants,

Low PLF also resulls in increase in per unit
capacity charges, as cnergy generated is
less while the total capacity charges o be
recovered by the generator remains the
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Tata Power-DDL Comments/Suggestions on Consultation Paper on Terms and Conditions of Tariff commencing from 1* April, 2019,

Clause No

Opimm ﬁlr Regulatory Framework

| Tata Power-DDLs ¥Views and suggestion | Raiianale -

given to such gencrators to cither close |
down or participate in open markets like
merchant power plants.

Considering both the pros and cons
associated with old plants, it is best to leave
it to the beneficiaries to decide whether it
is a feasible source of supply or not, subject
to the Plants meeting Environmental
norms. The existing beneficiaries should
be allowed to review and exit the PPA and
not be forced to continue with a plant
which cannot otherwise compete/survive
in an open market, This will alse result in:
Optimal  ulilization ol stranded
Generation Capacity & higher off take
efficient polluting
supercritical coal based plants.
* Would lead to reduction in the financial
stress of IPPs having cflicient plants
and relief to their bankers and other

from less

lenders.
* Will lead to reduction
procurement cost and the financial

in overall

capacily of Discoms o purchasc clean
hydro, wind and solar power would
increase  thereby  helping  the
environmental concems and therchy
promaoting renewable procurement.

= Would in end
consumer
economical growih,

result in reduction

taritf’ thereby promoting
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Tata Power-DDL Comments/Suggestions on Consultation Paper on Terms and Conditions of Tarilf commencing from 1# April, 2019,

Clause No
T.4.2

Options for Regulatory Framework

Tata Power-DDL's Yiews and suggestion

Rationale

Hydro Generating Stations - Tariff
Structure

7.4.2 The hxed component may include
debt service obligations, interest on loan
and risk free return while the wvariable
component may include incremental
retfurn  above guaranteed  return,
operation and maintenance expenses and
interest on working capital. The annual
fixed cost can consist of the components of
return on equity, interest on loan capital,
depreciation, interest on working capital;
and operation and maintenance expenses,

The recovery of fixed component of
Annual Fixed Cost (AFC) should be
linked to target availability, whereas
variable component of AFC could be
linked to the actual dispatch to the
heneficiaries.

The actual dispatch can be calculated as
a percentage of actual generation (o
requisitioned schedule during peak hours
of a beneficiary. For example for Delha,
the peak hours can be 0000 hrs. to 0400
hrs. and 1200 hrs. to 2400 hrs. during
summer months (April 1o Oclober) &
0900 hrs. to 1300 hrs. and 1800 hrs, to
2000 hrs. during winters (December to
March),

In such case if a beneficiary has
requested 100 MW power during peak
hours in line with its allocation, but the
Generator is able to deliver only 70% of
the
variable component of the lixed charge
also should be restricted 1o only 70%
payment, This may further be subjected
to conditions mentioned under 26.3.13,

beneficiary  requirement, then

Inter-State Transmission System - Taritt
Structure

7.5.6 The recovery of fixed component can
be linked to the extent of access
{Transmission Access Charge) and variable

The said proposal may be implemenicd
as i1 would ensure full recovery by
Transmission Companies and at the same
time would also help Discoms pay based

; R
Please reler 1o our earlier comments [or |
- 1

Clause No. 7.2.5 & 7.2.0

Please refer to Tata Power DDL’s Views |

and Suggestions
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Clause No |

Options for Regulatory Framework

Tata Power-1D11."s Views and suppesiion

| Rationale

component can be linked to the extent of
use, to be recovered in proportion to the
power tlow (Transmission Service Charge).
The fixed component may be linked to
gvacuation system or on normative basis
based on aggregate transmission charges of
the identified transmission system under the
contracl. The variable component may be
linked with yearly transmission charges
based on actual [Mow or actual dispatch
| against long term access,

on the extent of ua-ugr\:. It would result in |
a morc judicious recovery of
transmission tariff.

Accordingly, we propose that 50%
interstate transmission charges should be
recovered as Nxed (proportional (o
contracted MW  GNA) and 50%
proportional to cnergy (MWHh) injected
and drawn (without netting).

7.6.3

7.0.4

Renewable Energy Generation — Tariff
Structure

7.6.3 There can be Two part tariff structure
[or renewable generalion covered under
Section 62 ol the Acl. which comprises
fixed component (debt service obligalions
and depreciation) and vanable component
{equal to marginal cost Le. O&M expenses
and return on equity) - fixed component as
feed-in-tariff (FIT) and varable component
equal to capacity augmentation such as
storage or back up supply tanft.

The said proposal may be implemented.
However, the computation of availability
be in a different

has to manner s

compared to a conventonal plant. For
cxample, peak availability of a wind
generator or a solar plant at 100% on a
particular day does not mean that the
plant will be able o declare 100%
availability on that day as its output will
depend on wind and solar intensity. The
hour to hour availability will also be
different,

| 7.6.4 In case of integration of the renewable
generation with the coal/ lignite  based
| thermal power plant, the following may the
alternatives.
a) The renewable generation may  be
supplied through the existing tariff for the

The two part tartft will support the alrcac];;f
stressed renewable sector as currently there
are no clear cut guidelines regarding
recovery o costin case a renewable source
iz backed down. Further, it
disincentivize backing down of renewable
power by utiliies and make them at par
with the conventional tariff structure. This

will

will also ensure that the utiliies which
have tied up Renewable PPA’s do not end
up getting less Renewable power on
account of the same being backed down by
slates in which such plants are located.

The MoP  has  issued  guidelines
no.23/70/2017-R&R dated  05.04.2018
allowing the thermal generating stations
the flexibility to inlegrate renewable source

while dispatching power to Discoms. The
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Clause No |

‘Tata Power-DDL Comments/Suggestions on Consultation Paper on Terms and Conditions of Tariff commencing from 1 April, 2019.

ﬂjﬂimm for Regulatory Framework

Tata Power-DDL's Views and sugpgestion

Rationale

84

93

incentive and disincentive mechanism for

contracted capacity of thermal power plant
under PPA. [n this allernative, the tarifl of
renewable  gencralion may  replace  the
energy charges;

by Tariff of renewable generaton may be
combined wilth the [xed and variable
components of the thermal generation to the
cxtent of contracted capacity under PPA,
The operational norms of conventional |
plants may require revision such as higher
target availability for recovery of fixed
charges, higher plant load facior for
recovery of incentive;

¢) The tardl for supply of power [rom
renewable generation and thermal power
gencration may be recovered separately,
The operational norms tor recovery of tarift
may have to be specified separately.
Deviation from Norms

8.4 Possible option could be (o develop lor

different levels of dispatch and specilying
the targel dispatch expanding the scope of |
Fegulation 48 above,

Components of Tariff
9.3 The question is whether the annual [ixed
charges and cnergy charges are o be
determined to the extent of the capacity tied
up under Section 62 of the Act or for the
entire capacity. One approach could be to
determine the tanff of the generating station
for entire capacity and restrict the tariff for

same may be considered while framing the
regulalions,

The Tarifl chulaliﬂn:s.,_ 'E"'[ﬂf-l_pl:widcs
incentive when Plant Load Factor is more

than 85%. This may be continued. Apart | ol their AFC shall be recovered only when

from this, three parl lanfl may be
implemented which links recovery of
part AFC through dispatch of power.

Three part tariff shall encourage the
generators to be more competilive as part

they actually get dispatched and not just by
declaring their availability.

" The tariff of the generating station should

be determined for entire capacity and
restrict the tariff for recovery lo the
extent of power purchase agreement on
pro-rata basis.

This shall result in passing the “benefit of |
scale” of plant on w the beneficiary.
Further, it shall avoid any confusion
regarding which component should be
booked to which unit,
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Tata Power-DDL Comments/Suggestions on Consultation Paper on Terms and Conditions of Tariff commencing from 1% April, 2019,

Clausc No

Options for Regulatory Framework

recovery to the extent of power purchase
agreement on pro-rata basis and balance
capacity will be merchant capacity or tied
up under Seetion 63, as the case may be,

Tata Power-DDL’s Views and ﬁuggmtiﬂn

Rationale

Optimum utilization of Capacity

Coal based Thermal Generation

1013 (a) Flexibility may be provided to the
gencrating company and the distribution
licensee to redefine the Annual Contracted
Capacity (ACC) on vearly basis out of total

Contracted Capacity (CC), which may be |

hased on the anbcipated reduction of
utilization. Annual Conlracted Capacity
{ACC) may be ftreated as puaranteed
contracted capacity during the vear lor the

: generating company and the distribution

licensee and the capacity beyond the ACC
may be treated as Unutilized Capacity (UC).
The distribution licensee will have a right to
recall Unutilized Capacity during next year
and for securing such rights, some part of
fixed cost, say 10-20% or to the extent of
debt service abligations, may be paid;

The said proposal may be ifl‘l];rlmmmlud.
{Details mentioned under Rationale)

The Annual Conlracied Ca_pﬁﬂit}f can he |

changed as it would be similar to
temporary reallocation of power. The same
could be done on a seasonal basis as some
beneliciaries may require power in a
speeific scason which could be a lean
period for the other beneficiaries.

The change in Annual Contracted Capacity
should be based on mutual consent
between a Generating Company and 1ls
beneliciary with a Nexibilily of deciding 3
month prior o the actual mmplementation
ol the same.

1.5 (a)

Optimum utilization of Capacity

Hydro Generation

10.5 (a) Extend the usclul life of the pmmct
up 1o 50 years from existing 35 years and
the loan repayment period up to 18-20 vears

The said ﬁfuﬁﬁéal may be implemented,
{Details mentioned under Rationale)

hvdro

The extension of the contracted capacity |

will reduce the initial fixed cost as the front
loading will be reduced. This shall result in
optimum utilization of hydro power and
help in grid balancing, However, many
power station sites have been
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Tata Power-DDL Commenis/Suggestions on Consultation Paper on Terms and Conditions of Tariff commencing from 1* April, 2019.

Options for Regulatory Frameworlk

' dispatched

from existing 10-12 years for moderating
uplront loading of the tanft,

‘Tata Power-DDL’s Views and suggestion

Rationale

for a period of 35 years. Extending usetul
life 10 50 years will not be revenue neutral
for the IPP if it has o transler the project
1o the State Govt. at the end of 35 years and
accordingly considerations
' towards such projects be made.

NeCessary

alloted 10 IPPs on BOOT basis by the State |

Hydro Generation

{b) Assign responsibility o operation of the
hydro power stations and pumped made
operations at regional level with the primary
ohjective for balancing, For this purpose,
the scheduling of the hydro power operation
{generation and pumped maode operation)
may have to be delinked from the
requirements of designated beneficiaries
with whom agreement exists. The power
scheduled to the hydro gencration can be
to designated  beneliciarics
through banking facility so thal lexibility in

| scheduling can be achieved lor balancing

purpose and to address the difficulties of
cascade hydro power station. Some part of
fixed charge liability to the extent of 10-
20% against the use of flexible operation
and pumped operations may be apportioned
to the regional beneficiaries as reliability
charges.

10.7

Optimum utilization of Capacity

The said Regulations allows socialization
of fixed cost o the extent ol 10-20%
among the regional beneficiaries which
shall case the burden of fixed cost on the
original This shall also
benefit the Hydro Geneos as it will resull
in optimum utilization of Hydro Plants,
Further, it shall also conlribute towards
grid balancing and optimum utilization of
| the natural resources,

beneficiaries,

This shall benefit both the Gas based plﬂlﬂ-ﬁ
as this will raise their PLF along with
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Tata Power-DDL Comments/Suggestions on Consultation Paper on Terms and Conditions of Tariff commencing from 1 April, 2019,

O ptions for Regu]é tory Framework

Tata Power-DDL's Views and suggestion |

Gas based Thermal Generations

10.7 Scheduling and dispatch of gas based
generating station may be shifted to regional
level with the primary objective of
balancing. Afier meeting the requirement of
designated beneficiaries, the regional level
system operator can use 1l for balancing

| power at the rate specified by the generating

companics, Allernatively, all the gas bascd

| generating slalion capacilics may be pooled

al  regional  level.  Afler mecting  the
requircment ol designated beneliciarics, the
balance generation may be olfered lor
balancing purpose as and when required,

Rationale

'E‘:lp'ing the grid balancing, Further the
provision of apportioning of 10-20% of the
fixed charge liability amongst the regional
beneficiaries may also be made applicable
[or gas based generating stations,

Further, the gas allocation from old and
inefficient gas stations may be diverted to
new and more efficient gas based stations.
Accordingly, the old gas based stations
may be phased out. This shall result in
optimum utilization of limited cheaper gas
options available to generation sector.

Capital Cost

[1.9 Higher capital cost allows  the
developer return on higher basce of equity
deployed. In the cost plus pricing regime,
the developer envisages relurn on cquily as

per the oreinal project cost estimation. The

regulations allow compensation  {owards
inerease in eost due (o uncontrollable factor
s0 as 1o place the developer to the same
ceconomic position had this uncontrollable
event not occurred. Therefore, in new
projects. the fixed rate of return may be

| restricted to the base corresponding to the

normative equity  as  envisaged in  the

| investment approval or on benchmark cost.

The return on additional equity may be
reatricted to the extent of weighled averapge

In new projects, the fixed rate of return
may  be  resticted the
corresponding to the normative equity as
envisaged in the investment approval or
on  benchmark cost. The return on
additional equily may be restricled (o the
extent of weighted average of interest

o base

rate of loan portfolio or rate of risk free
return, Turther, incentive for ecarly
completion and disincentive for slippage
from scheduled commissioning can also
be introduced.

The burden of increase in capital cost on
account of uncontrollable factors is already
passed on o the beneliciares. Further,
providing full ROE on the additional
Capital Cost is not Fair to the beneficianies.
Accordingly, the proposed mtionalization

of ROE is a welcome step and is fair to both |

the sides.

Further, in case of hydro stations:

*  The capilal cost of the hydro
generating  stations  should  be
approved against the previously
defined benchmarks to be specilied
by Hon'ble CERC and the same
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Tata Power-DDL’s Views and suggestion

Options for Regulatory Framework

12,

of interest rate of loan mrll’nl.i;a or rate of

nisk free return. Further, incentive for early
completion and disincentive for slippage
trom scheduled commissioning can also be
introduced.

Reuwﬁtiun & Modernisation

The Renovation & Modemisation of a
plant should be done only after consent
of beneficiaries, considering that most of
the utilities are power surplus and do
need power from old and inctlicient
stations.

| The R&M after 25 years should be done

Rationale

should be linked to the MW capacity
of the plani.

* In the absence of such benchmarlks,
the generating  company
provide the Capilal cost Vetted by a

DIA for the purpose of tanll
determination.
*  Any project cost on schemes

comimissioned after the cut-ofl’ date
should be approved only as an
exception and with due care.

This iz required as the beneficianes have o
bear the cost of R&M and they should not
be burdened with a capacity which does not
{all under their merit order dispatch.

Further, R&M shall be allowed only when
the tariff of the plant, post R&M, is
compelitive. In absence of the same, R&M
just becomes a source of revenue for the
burdens  the

cenerator while it

heneficiaries.

without resetting of capital base.

The beneficiary(s} should be allowed to
exit the PIPA in casc R&M is done without
the consent of beneficiaries, or some
beneficiary does not require power from

should I

the plant post R&M.
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Clause No | Options for Regulatory Framework

Tata Power-1M}.'s YViews and suggestion

Rationale

14.6

Depreciation

a) Inercase the wuseful life of well-
maintained plants for the purpose of
determination of depreciation for tariff;
b) Continue the present approach of
weighted average useful life in case of
combination, due to gradual commissioning
of units;

¢) Consider additional expenditure during
the end of life with or without reassessment
of usetul life. Admissibility of additional
expenditure after renovation

and modemization {or special allowance) to
be restricted to limited items/equipment;

| d) Reassess life at the start of every tariff

perind  or  every additional capital
expenditure through a provision in the same
way as 15 prescribed in Ind AS and
corresponding  treatment of depreciation
thereot;

¢) Extend useful life of the transmission
assets and hydro station to 50 vears and
that of thermal (coal) assets to 35 years
and bring in corresponding changes in
treatment of depreciation,

f) Reduce rates which will act as a ceiling.
g) Continue with the existing policy of
charging depreciation. However, the Tarill
Policy allows developer to opt for lower
depreciation rate subject to ceiling limit as
sct by notified Regulation which causes
difficulty in setting floor rate, including

The [ollowing  proposals may  be
implemented:

a) Increase the useful life of well-
maintained plants for the purpose of
determination of depreciation for tariff;

e) Extend usetul life of the transmission
assets and hydro station to 50 years and
that of thermal (coal) assets to 35 years
and bring in corresponding changes in
treatment of depreciation.

f) Reduce rates which will act as a ceiling
to allow depreciation only upto the gross
value of the asset,

Accordingly, we propose that option
should be given fo the beneliciaries o

suggest that whether a plant can be put in '
the category of well-maintained plant or |

an option o cxil the PPA in line with
Clause 7.3.4 can be exercised by the
beneliciaries.

Increasing the useful life of well-
maintained efficient plants shall result in
avoldance of front loading and hence
cnsure oplimum  utilization of efficient
resources, This shall be in the best inlerest
of all stakcholders involved including
giving higher PLF to the Generating
Stations as parl of AFC would also be
linked to actual dispatch of the plant,

| Reduction of Depreciation rates shall have

similar etfects, Tt may however, be noted
that the interest on loan should also he
provided on normative basis else  the
benefit of reduced depreciation rates and
extended life shall be offset by interest
pavments.

However, in case of Hydro Projects where
siles have been allotted by the Stale
Government on BOOT basis for 35 years,
this may not be feasible.
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| Clause No Options for Regulatory Framework

Tata Power-DDL. Comments/Suggestions on Consultation Paper on Terms and Conditions of Tarill commencing from 1* April, 2019.

Taia Power-DDL’s Views and suggestion

REationale

zero rate as depreciation in some of the
yoarn(s).

15.1

Gross Fixed Asset (GFA) Approach

15.1 The Commission in the previous Tariff
Regulations has adopted GFA approach as
it incenbvizes the equily inveslors 1o
elficiently  operate  and  maintain  the
infrastructure, even after the plant has been
fully depreciated. The internal resources
generated by way of depreciation are
reutilized for further capacity addition. CEA
has estimated that in view ol present

| demand growth rate and availability of
| commuissioned

and  wunder construetion
capacily, no new coal based capacily may
be required till 2027,

15.2 An option could be to base the returns
o (he modified gross fixed asscts arrived at
by reducing the balance depreciation aller
repayment of loan in respect of origimal
praject cost.

1 5.2 this should be read as

“An option could be o base the returns
om the modifed gross fixed asscts arrived
at by reducing the total depreciation
allowed in respect of original project
cost,

18.

Rate of Return on Equity

18.6 According to CEA, the capacity
addition is no more a major challenge and
adequate installed capacity (along with
currently under installation) exists lo meet
the demand [or the next 8-10 years. Further,
the rate of interest has also come down in
recent times. Therefore, there is market
dynamics which favors reduction of rate of

return. However, any such reduction will

{a) Review the raie of teturn on l:q&it:f
considering  the  present  markét

expectations  and risk  perception ol

power seclor for new projecis;

(dy In respect of Hydro scctor, as it
cxpericnces geological surprises leading
o delays, the rale of return can be
bilurcated into two parts. The first

componenl can be assured whercas the

This clause should be treated in line with
the concept of RRB- “Rate Regulated Base
which amms at allowing returns on the
actual capital invested in the business. In
other words, any depreciation in excess of
repayment of loans should be treated
towards repayment of Equity,

Alternately, an inlerest credit should be

| provided in the AFC on the amount of

Depreciation allowed in  ecxcess of

Normative Debt

The rate of return on equity cannot be
delinked from market as this shall atfect
the financial status of beneliciaries.

Also, regulatory certainty and stability
needs to be maintained with respect to
applicable RoE, especially in view of
Investments Decisions being based on

the applicable RoE at that time.
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Clause No

Options for Regulatory Framework

Tata Power-DIDN. s Yiews and suggestion | Rationale

have negative impact on the equity already
invested in the existing and  under
construction  projects,  creating  further
financial stress on such projects. Different
rate of retumn for new projects (where
fimancial closure is vet to be achieved), may
be thought of, with different rates for
generation and transmission projects.

18.7 (a) Review the rate of return on equity
considering the present market expectations
and risk perception of power sector for new
projects;

{hy Hawve different rates of return for
aeneration and transmission sector  and
within the generation and transmission
segment, have different rates of return for
existing and new projects;

{c) Have different rates of return for thermal
and hydro  projects  with  addilional
incentives  fo storage  based  hydro
gencraling projects;

(dy In respect of Hydro seclor, as it
expericnces geological surprises leading to
delays, the rate of return can be bifurcated
into two parts. The first component can be
assured whereas the second component is
linked to timely completion of the project;
{e) Continue with pre-tax return on equily or
switch to post tax Return on equily;

() Have dillerential additional return on
equity for different unil size lfor generating
station, dillerent line length in case of the

second component is linked to timely
completion of the project;
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Options for Regulatory Framework

194 & 5

transmassion system and different size of |

substation,
{2) Reduction of return on equity in case of
delay of the project;

Tata Power-DDL’s Views and suggestion

Rationale

Cost of Debt

19.4 While allowing the cost of debt as pass
through, options available [or regulatory
[ramework are cither to consider normative
cost of debt based on market parameters or
actual cost of debt based on loan portfolio.
As the taritt is determined for multi-vear
period and cost of debt varies based on
changing market conditions, linking cost of
debt to markel paramelers such as MCLR &
G-sce will  bring a  degree  of
unpredictability. The regulatory approach
evolved so far has been 1o allow the cost of

| debl based on actual loan portfolio. This

does not incentivize the developers to
restructure the loan portfolio to reduce the
cost of debt. The current incentive structure
may need review to encourage developers to
go for reduction of cost of debt.

18.5 (a) Continue with existing approach of
allowing cost of debt based om actual
welghted  average rate of interest and
nommative loan, or to switch to normative
cost of debt and differential cost of debt for
the new transmission and generation
projects;

b) Review of the existing incentives for
restructuring or refinancing of debt;

Link reasonableness of cost of debt with
reference to certain benchmark viz. RBI
policy repo rate or 10 year Government
Bond vield and have frequency of
resetting normative cost of debt;

“Although, the Tariff Regulations have

provided incentive on restructuring of
finances, the same has not been adopted by
generating stations. This 1s on account of
the pass through of cost of debt to the
generating Accordingly, the
linking of cost of debl with reference to
certain benchmark viz. RBI policy repo
rate or 1{} year Government Bond yicld and
have [requency of resctting normative cost
of debt is required. This may ensure thal
the generating station tries to restructure ils
finance so that the cost of debl comes
down. Further, this shall avoid the pass
throueh of melliciencics of generators.

stations.
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Tata Power-DIM.'s Views and suggestion '

Rationale

20.3

lalso cover a

¢) Link reasonableness of cost of debt with
reference to certain benchmark viz. RBI
policy repo rale or 10 year Governmend
Bond yield and have [equency of reselting
normative cost of debt;

Interest on Working Capital (10W()
20.3

{a) Assuming that inlernal resources will nol
be available for meeling working capital
requirement and shorl-term [unding has 1o
he obtained from banking institutions for
working capital, whose interest liability has
to be borne by the regulaled entily, TWC
bascd on the cash eredit was [ollowed
during  previous  lanll  period.  Same
approach can be followed or change can be
made,

(b} As stock of fuel 13 considered [or

working capilal, a fresh benchmark may be

fixed or actual stock of [uel may be taken.

(¢} While working oul requirement of
working capital, mainlenance sparcs are
also accounted for, Since O&M expenses
arl_of mamlenance sp:

expendilure. a view mayv be laken as repards

some perceniage, sayv, 15% maimnicnance
spares being made part of working capital or
O&M cxpenses.

(d) Maintenance spares in IWC which is |

also_a part of O&M expenses results in
higher IWC for new hvdro plants with time
and cost overrun. For old hydro stations,

the higher O&M expenses due to higher

(b} As stock of Tuel 15 considered for
working capital, a fresh benchmark may
be fixed or actual stock of fuel may he
{¢) While working out requirement of
working capital, mainlenance spares are
also accounted for, Since O&M cxpenses
also cover a part of maintenance spares

maintenance spares being made parl of
working capital or O&M expenses.

(d} Mainlenance spares in [WC which is
also a parl of O&M expenses results in
higher IWC [or new hvdro plants with
time and cost overrun. For old hydro
stations, the higher O&M expenses due
to higher number of cmployees also vield |
higher cost for “Maintenance Spares™ in
IWC, Theretore, option could be o de-
link “Maintenance Spares” in 1WC
from O&M expenses.

(e} In view of increasing renewable
penetration and continued low demand,

the plant load Ffactor of  thermal
generaling stations is expected o be low.
As per the present regulalory framework, |

(b} The actual stock of fuel must be
considered while calculating the IOWC.

Fuel cost is pass through, and accordingly |

cost related (o [uel shall be allowed only
when it is incurred and not on normative
basis, The generating stations reduce their
declared capacity during shortage in supply
of coal. Under such circumstance, the
beneficiaries have to resort to short term

arrangements which are usually costly. |

Accordingly, the cost on account of fuel

stock should not be considered i IOWC as |

it shall further burden the bheneficiarics
who are already reeling with high short
term cast,
(c) Double
considering the cost of maintenance spares
should be avoided, Further, the cost of
maintenance spares may be linked to actual
dispatch,

benefit on  account of

{d) The Maintenance Spares in [OWC for

Hydro Generating  siations  should  be

delinked with O&M cost. This should be .

benchmarked by Hon'ble CERC.
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Rationale

Clause No | Options for Regulatory Framework Tata Power-DDL's Views and suggestion
number of emplovees also yield higher cost | the normative working capital has been
for “Maintenance  Spares” in  IWC. | provided considering target availability.
Therefore, option could be o de-link | In case of wide variation between the
“Maintenance Spares” in IWC from | plant load factor and the plant availability
O&M expenses. factor, the normative approach of linking

| {¢) In wiew of increasing renewable | working capital with “target availability”
i penetration and continued low demand, the | can be reviewed.
plant load factor of thermal generating
stations is expected to be low. As per the
present  regulatory  framework,  the
normative  warking  capital  has  been
| | provided considering target availability. In
| case of wide variation between the plant
| load factor and the plant availability factor,
the normative approach of linking working
capital with “target availability” can be
21.7 Operation and Maintenance (O&M) | (¢) Review of O&M cost based on the

cxpenses
21.7 (a) Review the escalation factor for
determining O&M cost based on WPl &
CPl indexation as they do not capture
unexpected cxpenditure;

{b) Address the impact of installation of
pollution control svatem and mandatory use
of treated sewage water by thermal plant on
O&M cost.

{¢c) Review of O&M cost based on the
percentlage of Capital Expenditare (CC) for
new hydro projects;

percentage ol Capital Expenditure (CC)
for new hydro projects;

{d) Review of O&M expenses ol planls
being operated continuously at low level
(e.g. gas, Naptha and R-LNG based
plants).

{e) Rationalization of O&M expenses in |

case of the addition of components like

the bays or transformer or transmission |

lines of transmission system and review
of the multiplying factor in case of
addition of units in existing stations;

(e} Several cost like O&M cost, fuel cost |

cte. is directly linked to actual dispatch and
accordingly, such cost should not be linked
with target availability. This results in
undue gain 1o the
unnecessary burden to the benefliciaries.

generators  and

(c) Linking of O&M cost to Capital
Expenditure results in enhanced O&M cost
as delay in commissioning of plant results

in corresponding increase of O&M cosl.

The O&M cost of plants should be

benchmarked and a normative O&M cost
may be specilied.

(d) Certain component of O&M cost is

linked to actual dispatch, accordingly some

multiple factor may be introduces which is

based on the actual dispatch of the station.

{g) Treatment of income from other
business may be shared between the
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| Clause No

Options for Regljiamry Framework

Tata Power-DDL's 1}_ii_~,1._1r'5 and suggestion

22.8

(d) Review of O&M expenses of plants
being operated continuously at low level
(e.g. gas, Naptha and R-LNG hased plants),
{¢) Rationalization of O&M expenses in
casc of the addition of components like the
bays or transformer or transmission lines of
transmission svstem and review of the
multiplyving lactor in case of addition of
units in existing stations,

(I} Have scparate norms for O&M cxpenses
omn the basis of vinlage of generating slation
and the transmission system,

(g} Trealment of income [om other
business {e.g. lelecom business) while

arriving al the O&M cost

Fuel — Gross Calorific Value (GCY)

22.8 (a) Take actual GCV and quantily at
the pgencraling  station end  and  add
normative transportation losses for GOV
and quantity for each mode of transport and
distance hetween the mine and plant for
payment  purpose by the generating
companics. [n  other  words,
normative GCV loss between “As Billed”
and “As Received” at the generating station
end and identify losses to be hooked to Coal

| supplier or Railways.

by Similarly, specify normative GCV loss
between “As Received” and “As Fired” m
the generaling slations.

¢} Standardize GOV computation method
on “As Recelved’ and “Air-Dry basis’" lor

specify |

{2) Treatment of income from other
business (e.g. telecom business) while
arriving at the O&M coal.

Rationale

renerator and beneficianes as 1s the case
with  transmission  and  distribution
business,

szmg normative loss values of GOV and
transportation 15 a weleome slep. This |
would ensure that the inefficiencies of
the Generating Companies and Coal
Companies are not passced on 1o the end
CONSUMETS.

{a) As per CEA recommendation {o
Tarff Regulations, 2014,
should be negligible loss between
*ag billed” and “as received” GCV.
Hon'ble Commission is requested |

there

to consider the same while
specifying the normative loss |
between “As Billed” and “As

Received” GCV,

(b) CEA has already provided its
recommendation on the normative
GCV loss between “As Received”
and “As Fired” in the generating
stations. The same may be adopted,
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Options for Regulatory Framework

Tata Power-DL's Views and sugggéﬁml | Rationale

procurement of coal both from domestic and
international suppliers.

(¢} Standardization of GV
compulalion is necessary. It cannol

be that *as billed” GCV is
measured  on  “Air-Dry  basis”
whereas “as received” GCV s
measured  on “Total  moisture™

basis, This leads lo unnecessary
burdening of the beneficiaries and
end consumers in lerms of the
losses being passed on to the
beneficiaries when the bencliciary
has no role (o play in the same.

23. Fuel - Blending of Imported Coal
23.6 Normative blending ratio may  be
specificd for cxisting plant as well as new
plants separately in consullation with the
beneliciaries.
24.5 Fucl - Landed Cost | {a) specily the list of standard cost

24.5 (a) All cost components of the landed
fuel cost may be allowed as part of tan[l. Or
altemnatively, specily the hist of standard
cost components may be specified;

{b) The source of coal, distance {rail and
road transportation) and quality of coal may
be fxed or specified for a minimum period,
so that the distribution company will have

components;

{b) The source of coal, distance (rail and
road transportation) and quality of coal
may be [ixed or specilicd [or a minimum
period, so that the distribution company
will have reasonable predictability over
variation of the energy charges while

Hon'ble Commission may specify the
Mormative Blending ratio, however the
consent of beneficiaries should be must, as

it is the beneficiaries who are mandated to
follow merit order dispatch. Further, the
details of the same should be provided in a
transparent manner.

The said information shall result in
standardization and better predictability of
cost. This shall help Discoms in optimizing

its power procurement costs,
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| Tata Power-DDL’s Views and suggestion

reasonable predictability over variation of | entering

the energy charges.

into shorl ferm bilateral

sale/purchase contracts.

Fuel - Alternate Source

25.2 (a) Stipulate procedure for sourcing
fuel from alternate source including ceiling
ate;

{b) Rationalize the formulation keeping in
view the different level of energy charge
rates, as the fuel cost has increased since
1.4.2014,

Rationale

Procedure [or sourcing fuel from alternate
source  including ceiling mate may be
specified. However, all the generators must
be mandated to make arrangement for coal
corresponding  to plant
availability. Currently, there are several
plants who do nol have adequale
arrangement of coal supply and hence fall
at times when their
requirement 15 most.

Furiher, the consent of beneficiaries should
be must as il is the beneliciaries who are
mandated to Tollow meni order dispatch.

normative

short of coal

26.3.12

Normative Annual Plant Availability

26.3.13  As  per present regulatory
framework, the recovery ol annual [ixed
charges i3 based on cumulalive availability
during the year, There may be a chances ol
declanng lower avatlability during the peak

demand period when the bencliciaries may |

be required to resort to procurcment from
short term market to meet their demand,
However, during low demand period, the
generating station may declare  higher
availability so as to achieve the targel
cumulative availability on annual basis 1o
recover the full annual fixed charges. In this

The payment of fixed charges should be
done based on some weighted average of
demand availability during peak and off
peak period, In the event plant is not able
lo declare availability during peak hours,
its availability during off peak hours
should  also be changed accordingly,
Further SLDC/RLDC must be vested with
the responsibility for suo motu checking of
plant availabilicy by making it run for 3
consecutive davs in a month every month,

We agree with views of the Commission. |
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Transmission Availability Factor
Availability of Transmission System!
elements is expected 1o increase with
Introduction of new technology
polymer  insulators  etc.  Thus, the
mechanism of payment of transmission
tariff based on availability of Transmission
system may need review.

like |

19 MNormalive availability ol

Transmission sysiem [or recovery of full |

[ixed charges 15 98% [or AC system and
95% for HVDC bi-pole links and HVDC
back-to-back stations.

For the purpose of incentive the same is
considered as 98.5% for AC system and
6% for HVDC bi-pole links and HYDC
back-to-back stations,

1. In the above context we propose
that the benefil of the technical
advancements should be passed

| Clause No | Options for Regulatory Framework Tata Power-DDL's Views and suggestion | Rationale ]
process, the beneliciaries may not gcl the In the event, the plant 1s nol able to
electnicity when required at the time of high demonstrate ils  availability, the fixed
demand. charges should be reduced for the entire |
month.

26.3.18 | Transit & Handling losses N | This would result in better risk allocation
20.3.18 A regulatory option could be that as the Coal suppliers shall also bear the loas
the generating station shall only pay for coal during supply of coal from mines to plants
“As Received™ al the plant plus normative
transmission loss of GOV oand quantity as
per CERC norms, Thas can be addressed in
the Tarift Regulation by indicating GCV as
“As  Received at plant end” and
customization of Form- 15 regarding the
GOV,

26.5.1 Transmission Availability Factor: | Currently as per Tanl regulation 2014- | As per the details available on Ministry of

Power website, “The availability of this
huge transmission network is consistently :
maintained over 99% through deployment
of state-of-the-arl operation &
maintenance lechniques at par with global
standards™.
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Clause No | Options for Regulatory Framework

| be devised.

Tata Power-DDL.s Views and sugmestion

Rationale

on to the end consumers and
normative (ransmission
availability of for both the AC &
DC transmission systems should
be pegeed al 99% for the purpose
of claiming incentive.
Further, the calculation and Availability
for region wise Transmission assets
should be vetted by a third party agency
before cerlilication by the concerned
agency.

A system to monitor the Aggregated

Transmission Capacity s0 as to ensure
that the system 15 avallable across
regional and state boundarics without
any inter regional constraints should also

271.5

Incentive

27.5 (a) Review linking incentive to fixed
charges in view of variation of fixed charges
over the uscful life and on vintage of asset -
Need for different incentives for new and
old stations;

off peak and peak period for thermal and
hydro  generating  stations.  Differential
incentive  mechanism  for  stomage  and
pondage type hydro generating statioms may
also be considered.

Currently the Incentive pavable to the
Hydro Generaling Station 1s linked to the
monthly  capacily Charges. Relevant
extracts of TarifT regulation 2014-19 has
heen reproduced below:

“The fixed cost of a hydro generating
station shall be computed on annual
basis, based on norms specified under
these regulations, and shall be recovered
on monthly basis under capacity charge
{mclusive of incentive)”

This is based on the fact that even if hyvdro
plant is ensuring 100% availability, it
cannot  guaranice  the  full  generation
corresponding to its design energy, until
and there 1s sufficient water
availability.

unless

Further, In case of less
generation on account of less water
availability or any other reason beyond the
control of the generator, the plant is
eligible to recover the resultant shortfall
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Options for Regulatory Framework

{¢) Review the incentive and disincentive
mechanism in view of the introduction of

compensation for operating plant below |

norms,
{d) Review the norms lor availability of
transmission systemn.

| Tata Power-DDL’s Vicws and suggestion

Rationale

1. The incentive payable to a hydro
station should be a  scparate
component and the same should
not be linked to the capacity
charges and availability of the
plant.

2. It should be a lixed number (say
mn paisa per unit) based on actual
energy generated by the station
beyond its scheduled design

energy.

Provision of different incentive for off
peak and peak period for thermal and
hydro generating stations & differential
incentive mechanism (or storage and
pondage type hydro generaling stations 1s
a welcome move and the same would
promote  lhe operational  cllicicneics
during the time of actual need of power.

(Rs.) in lerms of MECR and MADE
thereby ensuring the recovery of their full
lixed cost. Henee incentivizing them flor
higher than normative availability is an
exlra burden on the consumers. In any case,
recovery of the fixed charges should not be
more that 100% of its AFC.

28,

Implementation of Operational Norms

28.2 Comments and suggestions  of
stakeholders are inviled whether the

operational norms of the new tanfl peniod
should be mplemented from the effective
date of control perniod irrespective of
issuance of the tarifl order lor new tarifl
period.

The npcratimml_norms of the new tariff
period should be implemented from the
cffective  date  of control  period
irrespective of issuance of the tanff order
for new taridl period.

The operational norms notified by the
Commission in new larill regulations take
effect much after the date of coming into

force of new tarff  regulations,
Consequently, the benefits of the improved
operational norms are  passed to

beneficiarics only after time lag of few
months.
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However, in case it is implemented after
issuance of tariff order, the same should be
done with carrying cost.
30. Late Payment Surcharge & Rebate 30.1 In view of the introduction of | 30.1 LPSC should not be a source of
3.1 The present regulatory framework MCLR. the rate of late payment | income to the generators, The current rate

provides for late payment surcharge at the
rate of 1.50% per month for delay in
payment heyond a period of 60 days from
the date of billing. In view of the
introduction of MCLR, the rate of late
payment surcharge may need to be
reviewed, One option is to add some
premium over and above MCLR,

30.2 Further, as per the existing regulations,
the rebate 1s provided il payment is made
within 2 days of presentation of the hall
YValid mode of presentation of bill, (email,
physical copy ete), authorised sigmatory,
delinition of (wo davs (working days or
including hoelidays) may need elaboration.

surcharge may need to be reviewed. One
option is to add some premium over and
above MCLR.

302 The Regulations should also
specily Rebate
Availability, and should be allowed on
pavment made relating o undisputed
amount of any bill

the conditions [or

Further, Rebate should be allowed on a
pro-rata basis depending on the date of
payment upto the Duc Date, Presently,
the Regulations don’t provide any
incentive 1o Beneliciaries [or paving
immediately  (for getting  maximum
rebate of 2%) and the 30t / last day of the
month, when the Rebate availabilily is
reduced o 1%, with no rebate or LPSC
[or payment from day 31 to day 610,

Lastly, inorder to avoid any dispules, a

clear waterfall structure should he
specified as to the order in which any

payment received shall be adjusted, viz.

of LPSC is very high ,
falling interest rates. LPSC should be
MCLR with a small premium so as 1o

considering the

| disincentivize the Discoms trom defaulting

on payments.

30.2 The Rebate and LPSC clause should
be standard, cspecially [or projects under
Section 62. There should be no disparity
between a government utility and a private
utility as the cost ultimately gets passed on
1o the end consumers, which 1s same.
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Tata Power-DDL.’s Views and suggestion | Rationale

against Cuistanding Dues, Carrent Bill, |
cle. I

32

Non-Tariff income

The principle of treatment of other income
as applicable in case of transmission can be

exlended [or the generation business,

" This should be implemented as is 'alrcﬂ;:i'}?
applicable to both the transmission and
distribution business.

Standardization of Billing Process

Standardization of the Billing Process
including [ormals, verification template
and timelines should be made applicable,
The hard copies of the bills should be
done away with and details should be
provided in  excel sheets with
linkages/formulae.

Till date in apite of CERC mandate
to bring transparency in the fuel
cost borne by Gencos, Gencos have
not been able to still comply with
the same as there is lot of
discrepancy in the grade of coal
billed by CIL and grade of coal
used by Gencos.

Form 15 nceds to be re-visited
with  proper  justification  of
transportation and taxes levied.
Bill wise Coal cost details should
be a part of true-up being filed by
the gencos.

It has been obscrved that in the
event of coal shortage the coal is
sourced from different mines as per
requirement, which [urther adds
complication in the fuel cosl
details,
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*  All the information regarding fuel
sourcing should be made available
invoice wise by the gencos in excel
[or verification of the fuel costs.
i3 Tariff mechanism for Pollution Control R * Environmental impact and

System (New norms for Thermal Power
Plants)

a) Possibility of reducing [unding cost
through  suilable  change  in
debt:equity requirements.
Relaxation mn [unding rom equity
may be mtroduced and the rate of
return on equity may be aligned with
the interest on debt;

b) “Debt Service obligation during
construction period and recovery of
depreciation™ may be provided with
the condition that such depreciation
may be adjusted during the
remaining period:

Ag the level of emission is linked to actual
generation, it would be appropriale to link
recovery of supplementary tarifl with the
actual  generation or availability  or
combination of both.

reduction in carbon foot prints is a
genuine concern, however, cost

benchmarking  should be  carried |

out  and circulated prior to
finalizing the regulations.

= Also, plants which have exceeded a
life of 20 yvears should not go for
FGTY because by the tme FGDD s
completed the plant shall be
nearing cnd of its uselul lile.

*  Also adding FGD cost of 35 paise

per unit at the fag end of a plant life

can prove o be unceonomical,

*  (Consent from beneficiaries should
be taken for plants more than 15
vears old as certain beneliciaries

find the same i
uncconomical and  rather  than
continuing with the PPA’s, may
like to pay the share of their fixed
coats and exit from the same.

might not
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Tata Power-DDL’s Views and suggestion

Rationale

3s.

Commercial Operation or Service Start
date

a. Addressing the shortcomings in existing
methodology Tor the (mal run of generating
station and trial operation for transmission
clement through appropriate regulatory
mechanism;

b, Issue of wial operalion  and
commissioming ol the project when a
seneraling station 15 ready but cannot be
operaled due o non-availability of Toad or
cvacuation SWALCITL,

c. Issue of acceptance of COD of
transmission line if the generating project or

upstreammy’ downstream (ransmission assels

dre nol commissioned;

d. Pre-requisite of completion of data |

telemelry and communication lacilities for
declaning COD of ransmission syslem and
operationalization of RGMO for declaring
COD of generating station;

@. Linking of commercial operation date
wilh schedule commercial operation or
schedule commencement date of the Power
Purchase Agreement or Long Term Access
Agreement respectively;

f, Linking the commercial operation date of
the  transmission  system  with  the

commissioning of the generating units or |

slations;
¢, Separation ol the commercial operation
date of the unit or stations, the ransmission

e For projects established under Seetion |
63, first year tarill should be applicable
in the subsequent financial year also,
whenever the project is commissioned
in the last quarter of a financial year. It
has been observed that projects are
being commissioned in the last month
ot a year just to avail the benelit of
second year tarifl by running the plant
for one month only.

o The projects musl ensure sufficient

coal before

arrangement of

commissioning of plants. It has been |

observed that  plants  have been
commissioned  without  adequate
arrangement of coal, This results in
undue burden of transmission charges
on the beneficiaries.

¢ There should be indemnity agreement

between  the  Transmission  service
provider, generating stations and the
beneficiaries of the generating stalions,

The benefliciaries ol the generating

stations  and  (ransmission  system
should be liable for transmission
charges only when both the

transmission  system  and  gencrating

system are commissioned in line with

prudent  utility  practices.  The
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Clanse No

Options for Régﬁélhry Framework

Tata Power-DDN.’s ¥Views and suggestion

Rationale

element or sysiem [rom the service start date
under the contract,

fransmission service providers shall
indemnify the generating stations in
case transmission system has not been
commissioned in time and vice versa,

3o,

376

) Em:rﬁj.- Storage S}'sterﬁ

Mormative Tariff by Benchmarking of
Capital

. Would it be advisable to underiake
econometric analysis (o armive al benchmark
capital cost?

b. Whal are the variables that should be
considered for the purpose ol determining
Capital Cost on normative basis?

c. Any  other  methodology
benchmarking  the capilal  cost
generation and transmission projects?

lor
for

With the increasing portfolio of
renewable gencration, Discoms also
need to plan for dynamic demand
supply management considering the
infirm nature of renewable power and
hence it becomes necessary to adopt
storage and  demand  response
technologies to create ability to handle
contingencies in supply.

The Hon'ble
continue wilth the existing Regulations’
norms for allowance of the capital costs
as the capital cost of the project should be
allowed  aflter prudence  check,
requisite benchmarks , after considering
the wvarious factors like geographical

Commission  should

and

condilions,  demographics,  various

indices etc,

3.9

Mormative Tariff by fixing AFC as a
percentage of Capital Cost

In this regard, views/ comments are
solicited on the following:-

a. Whether 1t is a good dea o determine
AFC as percenlage of Capital Cost on
normative basis?

The norms for all the components of
AFC been defined in the
Regulations, therefore, the Hon’ble
Commission should continue with the
existing norms for allowance of the
components of AFC.

have
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Clause Mo ]"'l‘_.’}_pliang for Regulatory Framework

| b. What could be the possible methodology
to estahlish the relation between AFC and
Capital Cost so thal 1t meets the interests of
both buyers and scllers?

KA Vi

Normative Tarift by fixing each
component of AFC as a percentage of
total AFC

a. Whether clustering the components of
AFC based on their nature 0 increase
decrease i order? Any other possible
method o cluster the AFC components?

b. What methodology should be adopted to
determine the escalable (increasing)/ non-
cscalable (decreasing) factors?

c. Whether escalable (increasing) / non-
escalable (decreasing) factors should
remain same for all plants/ransmission
systems (or) they be separate for each of the
plants/transmission  systems based on
vintage / capacity / fuel type/ fuel linkages
cle.,

d.  Whether isolation ol “Additional
Capitalization™ as a separate stream of
revenue would provide [or recovery ol AFC
on a normative basis in realistic lerms?

e. Altematively, do vou suggest any olher
methodology o treat  “Addilional
Capitalization” for determination of AFC
on normative basis!

| f. Whether applicability of change in tariff
| principles in each control period for the new

Tata Power-DDL’s Views and suggestion i Rationale

The norms for all the components of
AFC  have been delined in  the
Regulations,  therefore, the  THon'ble
Commission should continue with the
existing norms for allowance of the
components of AFC. The existing norms
already take care ol escalable/ non-
escalable factors.
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plants would allow regulatory certainty to
the existing plants?
37.21 a. Does the proposal of differential recovery | We agree to the views of the Hon’ble | = Plant should be entitled to full AFC

of AFC by segregating into peak and off-
peak periods balance the need for both the
buyers and sellers?

b. What could be the weightage factors for
peak and off-peak periods along with the
PAF for each segment?

¢. What could be other mechanisms to arrive
at peak and off peak AFC tariffs?

37.20 The proposition is to introduce the
system of difterential AFC recovery linked
to peak and off-peak periods in the
following manner:-

a. (Off-peak component of AFC: The

| generating station has to declare a PAF of

80%% Tor the vear, which allows recovery of
B0%% of the AFC. Any shippage to meet the
above norm would result in reduction in
80% o AFC in proportionale manner,

b. Peak component of AFC: The remaining
20% of the AFC is recoverable [rom the
beneliciaries. 1 the generating slalion
achieves a PAF of 95% [or the peak peniod,
say of 4 months, During the currency of
peak period, adherence 1o the norm of 95%

| PAF will be reconciled on monthly basis

and slippages from this norm i.e. 95% upto
the limit of 8%, would result in reduction
in higher peak AFC for that month.

¢, The peak and olf-peak months [or each
generating station will be declared by the

Commission on differential recovery of
AFC by segregating peak and oft peak
periods. Our views under Clause number
7.2.5, 7.2.6 and 26.3.13 may also be
considered.

recovery subject to a minimum o 50%;
plant availabilily during peak hours of
its beneficiaries/to be decided by RPC.

= If peak hour AFC is to be given at an
incentive, off peak hour AFC should
be given in such a way that recovery
beyvond 100% AFC does not oceur.

*«  Similar  methodelogy  should  be
applicable for transmission also,
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| Clause No | Options for Regulatory Framework .
appropriate RLDC by considering load
profile of beneliciarics,

40 | Merit Order Operation

Alternative approach, il any, for cconomic
operalion of merit order

Tata Power-DDL would like to submit that
the adherence to Merit Order principle is
essential for optimization of cost. It may
however be noted that the responsibility of
the same should not only rest with
Distribution Licensces as ultimately it is
SLDC/RLDCs which schedules power.

It is therefore submiiled that in order to
have clarity in scheduling power as per
hMerit Order, SLDC/RLDCs should be
instructed (o publish the list of must run

plants on their website based on the

- seasonal demand/transmission constraints.

The must run plants Trom  merit I::ll'df:rl
principle. B
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