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The petitioner has made this petition for approval of revised fixed charges
for RGCCP, Kayamkulam (hereinafter referred to as “the generating station) after
accounting for the capital cost of switchyard transferred to it from Power Grid
Corporation of India Ltd (PGCIL).

2. The representative of the petitioner submitted that consequent to the
transfer of the switchyard from PGCIL to the petitioner with effect from 1.9.2007
in accordance with the provisions of Govt. of India letter No. 5/33/99-Th.2 dated
31.8.2000, the Commission vide its order dated 18.6.2008 in Petition No.
52/2007 determined the tariff of the left over portion of the transmission asset of
PGCIL and by the same order allowed the petitioner to provisionally bill the
beneficiaries for the taken over asset to the extent the tariff of PGCIL was
reduced.

3. In response to the query of the Commission regarding increase in the
gross block of the generating station to Rs.8709.94 lakh (which represents the
gross value of the switchyard assets) in place of the actual capital expenditure of
Rs.5995.36 (net value), the representative of the petitioner submitted that in
terms of the orders of the Commission dated 21.12.2000 and 28.6.2002 in



Petition No. 4/2000 and Petition No. 77/2001 respectively, tariff of the generating
station should be determined on the basis of the gross value of the taken over
asset.

4, In response to a further query of the Commission as to why the petitioner
had claimed tariff on the debt-equity ratio of 70:30 as against the debt-equity ratio
of 88:12 for asset-l and 82.92:17.08 for asset-1l at which the tariff of the switch
yard was being determined prior to its transfer, the representative of the
petitioner clarified that the debt-equity ratio of 70:30 was adopted as it had not
acquired the corresponding loans from PGCIL. The Commission observed that
since gross block was allowed in case of acquired assets instead of net block,
the debt-equity ratio of 88:12 for asset-l and 82.92:17.08 for asset-Il or the debt-
equity ratio of 70:30 permissible in terms of the Central Electricity Regulatory
Commission (Terms and Conditions of Tariff) Regulations, 2004 for additional
capital expenditure during 2004-09, would be examined separately before
finalizing the order.

5. In response to another query of the Commission as to why additional O&M
expenses were being claimed by the petitioner for maintaining the taken over
asset, in the light of the fact that normative O&M expenses allowed for gas—
based stations hold good for the generating stations in which the switchyard was
an integral part, the representative of the petitioner clarified that the generating
station was getting O&M @ of 2.5% of the capital cost which was not inclusive of
the switchyard cost.

6. The representative of the respondent, TNEB submitted that tariff on the
gross block coupled with debt: equity ratio of 70:30, if allowed, would increase
the tariff.

7. The Commission directed the petitioner to submit complete details of the
loans drawn by it to acquire the switchyard assets, within three weeks. Subject to
this, order in the petition was reserved.
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