ANNEXURE II

COMMENTS AND SUGGESITONS OF TANGEDCO REGULATION WISE
	Clause No. / Regulation No. in the Draft Regulations
	Description as per Draft Regulation
	Comments of TANGEDCO
	Explanation

	Clause (5a) of Regulation 3
	New Clause

(5a) Auxiliary energy consumption for emission control system ' or 'AUXe' in relation to a period in case of coal or lignite based thermal generating station means the quantum of energy consumed by auxiliary equipment of the emission control system of the coal or lignite based thermal generating station;”
	No remarks.
	No remarks

	Clause (15a) of Regulation 3
	Date of Operation or ‘ODe’ in respect of an emission control system means the date of putting the emission  control system into  use after  meeting     all applicable technical and environmental standards, certified through the Management Certificate duly  signed  by  an  authorised  person,  not  below  the level of Director of the generating company;”
	Since the present emission control mechanism is evolved by the Ministry of Environment & Forests, a certificate from the Central/ State Pollution Control Board / MoEF authorised testing agency to the effect that the emission control systems have been put into use is required to be included in the Regulation.
	Since the Management Certificate is issued by the company itself, it will not be sufficient. It is essential to certify whether the ECS is meeting all the applicable technical and environmental Standards as prescribed by MOEFCC

	Clause (20a) of Regulation 3
	“(20a) “emission control system” means a set of equipment or devices required to be implemented in the coal or lignite based thermal generating station to meet the revised emission standards;”
	No remarks
	

	Clause (48) of Regulation 3
	‘Plant Load Factor’ or ‘(PLF)’ in relation to a thermal generating station or unit there off or a given period means the total sent out energy corresponding to scheduled generation during the period, expressed as a percentage of sent out energy corresponding to installed capacity in that period and shall be computed in accordance with the following formula:
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 Where,

IC = Installed Capacity of the generating station or unit in MW,

SGi= Scheduled Generation in MW for the ith time block of the period,

N = Number of time blocks during the period,

AUXn= Normative Auxiliary Energy Consumption as a percentage of gross energy generation; and

AUXen= Normative Auxiliary Energy Consumption for emission control system as a percentage of gross energy generation, wherever applicable.”
	No remarks
	

	Clauses (1) and (4) of Regulation 8
	Amendment of Regulation 8 of the Principal Regulations

3.1. In Clause (1) of Regulation 8 of the Principal Regulations, the words “including emission control system, wherever applicable,” shall be inserted in first line after the words “generating station” and before the words “may be”;

3.2. In Clause (4) of Regulation 8 of the Principal Regulations, the words “on submission of the completion certificate by the Board of the generating company” shall be substituted by the words “in accordance with the application filed under 4th proviso to clause (1) of Regulation 9 of these regulations.”
	No remarks
	

	Clause (1) of Regulation 9
	New Proviso (Fourth proviso):

“Provided also that the generating company shall file an application for determination of supplementary tariff for the emission control system installed in the coal or lignite based thermal generating station in accordance with these regulations not later than 60 days from the date of operation of such emission control system.”
	No remarks
	

	Clause (2) of Regulation 14
	In Clause (2) of Regulation 14 of the Principal Regulations, the words

“Supplementary capacity charges for additional capitalisation” shall be substituted with the words “Supplementary tariff consisting of Supplementary capacity charges”.
	No remarks
	

	Clause (1) of Regulation 15
	The existing clause of Regulation 15 of the Principal Regulations shall be renumbered as Clause (1).

In re-numbered Clause (1) of Regulation 15 of the Principal Regulations, the words “based on capital cost,” shall be inserted after the words communication system”.

A new Clause, namely Clause (2) shall be added after there-numbered Clause(1) of Regulation 15 of the Principal Regulations as under:

       “(2) Supplementary Capacity Charges: Supplementary capacity charges shall be derived on the basis of the Annual Fixed Cost for emission control system (AFCe). The Annual Fixed Cost for the emission control system based on capital cost shall consist of the components as listed at (a) to (e) of Clause (1) of this Regulation.”
	No remarks
	

	Regulation 16
	The words “as per Regulation 43 of these regulations” shall be inserted at the end of the second proviso to Regulation 16 of the Principal Regulations.
	No remarks
	

	Newly added

Clause.6 of Regulation 18
	“(6) Any expenditure incurred for the emission control system during the tariff period as may be admitted by the Commission as additional capital expenditure for determination of supplementary tariff, shall be serviced in the manner specified in clause(1)of this Regulation.”
	Fixing the debt equity ratio of 70:30 will only enrich the generators. This is unrealistic and therefore the Commission should consider only Debt financing (100%).

As per the recent orders of the Commission, the expenditure towards installation of emission control equipments is calculated as Rs.0.427 Cr/MW approx.

Due to the healthy repayment track and positive trend in credit ratings of the Central Generators, they can borrow funds from the foreign institutions/banks for the purpose of this additional CAPEX. Therefore, the necessity of Equity financing does not arise. 

In the above circumstances, the entire capex should be through Debt financing or in the case of Equity to be applied is 30%, then the RoE should be restricted to Bank lending rates.

	The installation of FGDs are mandated to comply the new environmental norms. The Distribution companies are already burdened with additional fixed charge commitments on account of the reserve shut down operations of thermal stations due to huge variability and excess generation of RE generators which are mandated as must run units. Apart from the additional FC commitment, the Discoms are forced to pay the compensation in variable charges due to performance degradation of the thermal generators. 

Now, the capital cost to be incurred by the generators for installation of FGDs will erode and drain the finances of the utilities. 

The National Tariff Policy provides as below:

“It is therefore essential to attract adequate investments in the power sector by providing appropriate return on investment as budgetary resources of the Central and State Governments are incapable of providing the requisite funds. It is equally necessary to ensure availability of electricity to different categories of consumers at reasonable rates for achieving the objectives of rapid economic development of the country and improvement in the living standards of the people.

Also the first and foremost objective of Tariff Policy is“Ensure availability of electricity to consumers at reasonable and competitive rates;”

The capital expenditure on account of this FGDs are pass through in the tariff and hence there will be a huge surge in the retail tariff across all sections of consumers.

Hence it is inevitable to allow the capital cost to be incurred with special norms. ie. The capex should be either 100% debt funding or in the case of Equity to be applied is 30%, then the RoE should be restricted to Bank lending rates. This will marginally reduce the tariff impact. 

	Newly added

Clause.6 of Regulation 21
	Newly added clause

Interest During Construction

For the purpose of Clauses (4) and (5) of this Regulation, IDC on actual loan and normative loan infused shall be considered.”

	The commission has not prescribed any ceiling on the IDC. Considering the absence of time period required for completion of installation of emission control equipments and as such, no preceding expenditure statements are available, it is requested that a ceiling of 8% need to be fixed as IDC on the loan component during the course of implementation of environmental control  systems.

IEDC:
IEDC shall be restricted to actual for which the gencos shall submit suitable documentary evidence such as expenditure statement and supporting vouchers. The IEDC shall not be based on the hard cost of the project. The hon’ble Commission may specify new clause to this effect.
	There is a dire need to specify the installation timeline for the Emission control system and there shall not be any blanket approval of time line, as claimed by the generators. As time overrun will have severe impact on cost, the Hon’ble Commission may specify timeline for various types of ECS installations / types and location of thermal generating stations.


	Newly added

Proviso (iii) of Regulation.23
	Initial Spares

Where the emission control system is installed, the norms of initial spares specified in this regulation for coal or lignite based thermal generating station as the case may be, shall apply.”

	Allowing 4% of CAPEX towards emission control systems is abnormally high.  The initial spares cost may be restricted to actual upon production of documentary evidence with supporting vouchers, since no base data for ECS is available as of now. Upon getting additional data, norms may be fixed by the Hon’ble Commission.

 
	The actual cost of initial spares incurred for the purpose of construction of the project till the commissioning of the project can be capitalized. Once the project is commissioned, there is no necessity for initial spares since the failure of any equipment / element will be covered through warranty. Further the commissioning period for the ECS system is confined and not subject to uncertainty. 
Therefore the Hon’ble Commission shall restrict the initial spares to actual for which documentary evidence shall be furnished by the gencos with supporting vouchers for comparison, duly certified by Auditors.

	New Clause (5)of Regulation 29
	A new clause, namely, Clause (5) shall be added after Clause (4) of Regulation 29 of the Principal Regulations as under:

“(5) Un-discharged liability, if any, on account of emission control system shall be allowed as additional capitalization during the year it is discharged, subject to prudence check.”
	The Add-cap claim on account of undischarged liabilities shall be made within one year from the date of commissioning of the system.
The Hon’ble Commission may include necessary provision for the same.
	The gencos cannot proceed to claim Add-cap for ECS without time limit, as the project is compact and specific in nature.

	Regulation 30, Clause (2)
	In the first proviso under Clause (2) of Regulation 30 of the Principal Regulations, the words “excluding additional capitalization due to Change in Law,” shall be deleted and at the end of the said proviso, the words and expressions “or in the absence of actual loan portfolio of the generating station or the transmission system, the weighted average rate of interest of the generating company or the transmission licensee, as the case may be, as a whole, shall be considered;” shall be added.
	In the absence of actual loan portfolio, the prevailing SBI MCLR (Marginal cost of fund based lending) or the weighted average rate of interest of the generating company, whichever is lower shall be considered.
The Hon’ble Commission may issue necessary clause to this effect.
	Bank lending rates are highly competitive. Considering the tariff burden to be imposed to the end consumer, the profiteering of the Gencos shall be restricted.

	Newly added Clause.(3) of Regulation.30
	New clause

Rate of Return on Equity

The return on equity in respect of additional capitalization due to emission control system shall be computed at the weighted average rate of interest on actual loan portfolio of the generating station or in the absence of actual loan portfolio of the generating station, the weighted average rate of interest of the generating company as a whole shall be considered
	The entire capex need to be incurred only through Debt financing and therefore fixing the percentage of return on the Equity financing does not arise. or in the case of Equity to be applied is 30%, then the RoE should be restricted to SBI MCLR.
	Bank lending rates are highly competitive. Considering the tariff burden to be imposed to the end consumer, the profiteering of the Gencos shall be restricted. or in the case of Equity to be applied is 30%, then the RoE should be restricted to SBI MCLR.

	Newly added Clause.(5a) of Regulation.32
	 “(5a) The rate of interest on loan for emission control system shall be the weighted average rate of interest of actual loan portfolio of the emission control system or in the absence of actual loan portfolio, the weighted average rate of interest of the generating company as a whole shall be considered.”


	This proposed clause shall be modified as :

“(5a) The rate of interest on loan for emission control system shall be the weighted average rate of interest of actual loan portfolio of the emission control system or in the absence of actual loan portfolio, prevailing SBI MCLR or the weighted average rate of interest of the generating company, whichever is lower shall be considered.”
	Bank lending rates are highly competitive. Considering the tariff burden to be imposed to the end consumer, the profiteering of the Gencos shall be restricted.

	Newly added Clause.(9) of Regulation.33
	Depreciation

The depreciation of the emission control system shall be computed from its date of operation for the balance useful life or extended life of the generating station, as the case may be.”

	Many Central Generating stations have completed their useful life (or) nearing the end of useful life/ extended life. If the depreciation is calculated on the balance useful life/ extended life of the generating station, the depreciation will be more and will result in abnormal increase in the supplementary capacity charges. Therefore, depreciation is to be calculated considering the life period of the Emission control systems alone to be installed in the generating station. 
	If the balance useful life of the plant is very less, then the ECS system shall be designed in such a way to reuse the system in other upcoming similar thermal power plants, after decommissioning of the existing plant where the ECS is installed.



	Newly added Clause.(aa) of Regulation.34
	Interest on working capital

Cost of limestone or reagent towards stock for 20 days corresponding to the normative annual plant availability factor;
Receivables equivalent to 45 days of supplementary capacity charge and supplementary energy charge for sale of electricity calculated on the normative annual plant availability factor;
Operation and maintenance expenses in respect of emission control system for one month;
Maintenance spares @ 20% of operation  and  maintenance expenses in respect of emission control system.”
	Interest on working capital

The new clause shall be modified as below:

Cost of limestone or reagent towards stock for 10 days corresponding to the normative annual plant availability factor;
Receivables equivalent to 30 days of supplementary capacity charge and supplementary energy charge for sale of electricity calculated on the normative annual plant availability factor;
Operation and maintenance expenses in respect of emission control system for 15 days;
Maintenance spares @ 10% of   O & M expenses in respect of emission control system.”
	Considering the higher penetration of Renewable Energy growth and Must Run Status of the Renewable Energy resources, the thermal generators are scheduled far below the declared capacity or forced to go into Reserved shut down. To compensate the loss of the gencos due to such RE penetration, the utilities causing the back down/ RSD are already paying compensation to such generators without any beneficial use and for no fault of the discoms and end consumers.

The transport mechanism required for transport of the chemicals is not very complicated like transport of coal and not dependant on railways. Hence there is no need to have so much of stock considering the reduced PLF and availability of stations.

Hence the receivables, O & M expenses and Maintenance spares may be restricted to the barest minimum.



	Regulation 35
	At the end of the first sentence of first proviso under sub-Clause (6) of Clause (1) of Regulation 35 of the Principal Regulations, the words “and considering the norms of specific water consumption notified by the Ministry of Environment, Forest and Climate Change” shall be added.
	No remarks
	No remarks

	Newly added Clause.(7) of Regulation.35
	O&M Expenses

The operation and maintenance expenses on account of emission control system in coal or lignite based thermal generating station shall be 2% of the admitted capital expenditure (excluding IDC & IEDC) as on the date of its operation, which shall be escalated annually at the rate of 3.5% during the tariff period ending on 31st March2024:

	The O & M expenses shall not be granted on 2% of the Capex, which will be abnormally more and not reasonable and conversant with actual increase of              O & M charges due to ECS installation. 

Instead, the O & M expenses shall be fixed as a percentage of Normative O & M expenses already allowed by the Hon’ble Commission  for thermal generating stations.
	The ECS installation does not require any additional O & M expenses, except a very slight increase in manpower requirement. The cost of the reagents are serviced through the proposed supplementary ECR.

     As per Regulation 35 (1) (1) of Tariff Regulation 2019, for a 500 MW thermal generating station , the annual O & M charges is in the range of Rs. 22.5 lakhs/ MW. Considering a cost of Rs. 6 Cr/ MW for a new thermal station, the O & M charges works out to 3.75%, which covers the O & M expenses for the entire thermal station. Whereas, it is now proposed to allow 2% of the Capital cost for the O & M expenses of the ECS system alone.

    The Hon’ble Commission in the Explanatory Memorandum have stated that “the Commission is of the view that due to utilization of common facilities, the increase in O & M expenses may not be significant. However, quantification of normative O & M expenses is difficult at this stage due to absence of adequate data”.

      Hence approving 2% of Capital Cost of ECS at this is not justifiable.

	Title
	Amendment of Title of Chapter 10 of the Principal Regulations

The Title of Chapter-10 shall be substituted as “COMPONENTS OF ENERGY CHARGE AND SUPPLEMENTARY CHARGE”.
	No remarks
	No remarks

	Regulation.37
	The heading of Regulation 37 of the Principal Regulations shall be substituted as “Energy Charges and Supplementary Energy Charges”

The words “and Supplementary Energy Charges” shall be added after the words “Energy Charges” in Regulation 37 of the Principal Regulations.
	No remarks
	No remarks

	Regulation 41
	In Clause (2) of Regulation 41 of the Principal Regulations, the words “notified separately” shall be substituted by the words “as specified in Regulations 49 of these regulations”.
	No remarks
	No remarks

	Title for Chapter 11 .
	The title of Chapter-11 of the Principal Regulations shall be substituted as

“COMPUTATION OF CAPACITY CHARGES, SUPPLEMENTARY CAPACITY

CHARGES, ENERGY CHARGES AND SUPPLEMENTARY ENERGY CHARGES”
	No remarks
	No remarks

	Regulation 42 


	In the proviso under the formula under Clause (2) of Regulation 42 of the Principal Regulations, the words “or installation of emission control system, as the case may be” shall be inserted after the words “Renovation and Modernisation”.

21.2. Clause (5) of Regulation 42 of the Principal Regulations along with the proviso

of the said clause shall be substituted as under:-

The Plant Availability Factor for a Month (“PAFM‟) shall be computed in accordance with the following formula:
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Where,

AUXn = Normative auxiliary energy consumption in percentage;

AUXen =Normative auxiliary energy consumption for pollution control system as a percentage of gross energy generation, wherever applicable;


	No remarks
	No remarks

	Newly added Regulation.42A
	Computation and payment of supplementary capacity charge for coal or lignite based thermal generating stations
	No remarks
	No remarks

	Regulation.43
	Supplementary energy charge for coal or lignite based thermal generating stations.
	No remarks
	No remarks

	
	In Clause (2) of Regulation 43 of the Principal Regulations, the words “and

Supplementary Energy charge rate” shall be added after the words “Energy charge

rate (ECR)”.
	No remarks
	No remarks

	
	The words “ECR” shall be inserted at the beginning of the title heading of subclause

(a) of clause (2) of Regulation 43 of the Principal Regulations.

23.4. A new sub-clause, namely, sub-clause (aa) shall be inserted after sub-clause(a) of clause (2) of Regulation 43 of the Principal Regulations as under:

“(aa) Supplementary ECR for coal and lignite based thermal generating stations:

Supplementary ECR = (∆ECR) + (SRC x LPR / 1000

Where,

(∆ECR) =Difference between ECR with revised auxiliary consumption with emission control system equivalent to (AUXn + AUX en) and ECR with normative auxiliary consumption as specified in these regulations and revised;

SRC = Specific reagent consumption on account of revised emission standard (in gm /kWh);

LPR = Weighted average landed price of reagent for emission control system (in Rs/kg)”.
	No remarks
	

	Clause (1) of Regulation.48
	 the words and expressions “supplementary capacity charge, supplementary energy charge,” shall be inserted after the words “energy charge,”
	No remarks
	No remarks

	Regulation 49 
	New sub-clause (bb) after sub-clause (b) of Clause (E)

(bb) Auxiliary Energy Consumption (AUXe) on account of emission control system of thermal generating stations.

Provided that where the technology is installed with Gas to Gas heater, auxiliary energy consumption specified as above shall be increased by 0.3% of gross generation.”
	The Clause may be changed as follows:

The Aux Norms specified for SO2 reduction is 1%, which may be modified as 0.5%.
	The Station is using many of the common facilities of the existing thermal station. Already the aux norms for the stations are on the higher side; Hence the additional allowance of aux norms exclusively for emission control equipments, will benefit the gencos at the cost of the end consumers.

In the absence of data available on the actual aux increase, 0.5% may be allowed initially.

	Regulation 49 
	A new clause, namely Clause (F) shall be added after Clause (E) of Regulation

49 of the Principal Regulations as under:

(F) Norms for consumption of reagent
	No remarks
	No remarks


