Comments/Suggestions on the Draft Central Electricity Regulatory Commission (Terms and Conditions of Tariff) Regulations, 2024

	Sr. no.
	Clause/Regulation
	Comments/Suggestions

	1
	3 (12) 'Capital Spares' means spares individually costing above Rs. 20 lakh, which is maintained by the generating company or the transmission licensee over and above the initial spares.
	It is submitted that there are substantial amount of capital spares whose individual value is below Rs 20 Lakh and if these are treated as O&M Expenses, it will impact financial health of already struggling Gas Based Stations. Further as per Company accounting policy items above Rs 5 Lakh are capitalized and therefore it is requested to modify the clause 3 (12) as below:

'Capital Spares' means spares individually costing above Rs. 5 lakh, which is maintained by the generating company or the transmission licensee over and above the initial spares.

	2
	3 (56) 'Operation and Maintenance Expenses' or 'O&M expenses' means the expenditure incurred foroperation and maintenance of the project, or part thereof, and includes the expenditure on manpower, maintenance, repairs and maintenance spares, other spares of capital nature valuing less than Rs. 20lakhs, additional capital expenditure of an individual asset costing up to Rs. 20 lakhs, consumables, insurance and overheads and fuel other than used for generation of electricity:
	In view of above justification, it is requested to modify the clause 3 (56) as below: 

3 (56) 'Operation and Maintenance Expenses' or 'O&M expenses' means the expenditure incurred for operation and maintenance of the project, or part thereof, and includes the expenditure on manpower, maintenance, repairs and maintenance spares, other spares of capital nature valuing less than Rs. 5 lakhs, additional capital expenditure of an individual asset costing up to Rs. 5 lakhs, consumables, insurance and overheads and fuel other than used for generation of electricity:

	3
	3 (88) Useful Life: ………………
.
.
Provided that in the case of coal/lignite based thermal generating stations and hydro generatingstations, the Operational Life may be 35 years and 50 years, respectively.
	CERC Tariff Regulations 2019 at Clause (73) of Regulation 3 provided  that the extension of life of the projects beyond the completion of their useful life shall be decided by the Commission on case to case basis;

The above provision has been omitted in the Draft Tariff Regulation 2024, as Gas Turbine Generating Stations can very well work beyond 25 years of operation and are the need of hour in view of balancing/ancillary services. Further, it is stated that Gas Turbines conditions are dependent on the running hours. Due to low scheduling and historic low PLF, Gas Turbines are very much in good condition and can work beyond book life of 25 years. In view of above, it is requested to consider useful life of Gas Based generating Stations at least 35 Years and beyond that it may be decided on case to case basis.

	4
	10 (7) Subject to Sub-Clause (8) below, the difference between the tariff determined in accordance with clauses (3) and (5) above and clauses (4) and (5) above, shall be recovered from or refunded to, the beneficiaries or the long term customers, as the case may be, with simple interest at the rate equal to the 1 year SBI MCLR plus 100 basis points prevailing as on 1st April of the respective year of the tariff period, in six equal monthly instalments. 

Provided that the bills to recover or refund shall be raised by the generating company or the transmission licensees within 30 days from the issuance of the Order.

Provided further that such interest, including that determined as per sub-clause (8) of this regulation shall be payable till the date of issuance of the Order and no interest shall be allowed or levied during the period of six-monthly instalments. 

Provided further that in case where money is to be refunded and there is a delay in the raising of bills by the generating company or transmission licensees beyond 30 days from the issuance of the Order, it shall attract a late payment surcharge as applicable in accordance with these regulations.
	CERC Tariff Regulations 2019 provided the rate as Bank Rate i.e. 1 year MCLR + 350 basis points. We appreciate the Hon’ble Commission to reduce the rate to 1 year MCLR + 100 basis points as this will reduce undue burden on Generating companies who are already struggling financially due to huge outstanding dues payable by DISCOMs.

We also appreciate the clarity provided by Hon’ble Commission to reduce the litigations by providing the clauses where Generating Company has to raise bills for difference in provisional and final tariff within 30 days of issuance of order. However, it is requested to provide at least 60 days to issue such bills because, order has to be interpreted and new calculations have to be done before issuing bills which is a time consuming activity. 

Further, in case Generating Company delays issuance of bills for difference in tariff (in case of refund) it has to bear late payment surcharge as applicable in these regulations, It is submitted that as per this Regulation , this seven month period i.e. six monthly instalments and 30 days period for raising bill after issuance of bill is interest free both in case of recovery/ refund, therefore, if there is delay in raising bill for refund to be made, the interest rate may be at parity with interest rate of 1 year MCLR + 100 basis on the amount due to be refunded. LPSC rate may come in picture after non refund of amount beyond this seven month period.  In order to bring the clarity and to avoid disputes, the proviso may be modified as under:

Provided further that in case where money is to be refunded and there is a delay in the raising of bills by the generating company or transmission licensees beyond 30 days from the issuance of the Order, the shortfall in the monthly instalment amount (i.e. difference between refund due and amount of energy bill raised in the same month) shall attract a late payment surcharge as applicable in accordance with these regulations.

	5
	10 (8) Where the capital cost approved by the Commission on the basis of projected additional capital expenditure exceeds the actual trued up additional capital expenditure incurred on a year to year basis by more than 10%, the generating company or the transmission licensee shall refund to the beneficiaries or the long term customers as the case may be, the tariff recovered corresponding to the additional capital expenditure not incurred, as approved by the Commission, along with simple interest at 1.20 times of the rate worked out on the basis of 1 year SBI MCLR plus 100 basis points as prevalent on 1st April of the respective year. 

	CERC Tariff Regulations 2019 provided the rate as Bank Rate i.e. 1 year MCLR + 350 basis points. We appreciate the Hon’ble Commission to reduce the rate to 1 year MCLR + 100 basis points as this will reduce undue burden on Generating companies who are already struggling financial due to huge outstanding dues payable by DISCOMs. We request Hon’ble Commission to reduce the rate to 1.1 times the SBI MCLR + 100 basis points.   

	6
	19 (6) The following shall be excluded from the capital cost of the existing and new projects: 
 .
(e) Proportionate cost of land of the existing project which is being used for generating power from generating station based on renewable energy; and
	It is requested that it is clarified that if SPV is installed on roof-top or raw water reservoir (i.e. not using/occupying direct land in the station), such reduction shall not be done from the capital cost. The word ‘only’ may be inserted after the word ‘used’.

	7
	25. Additional Capitalisation within the original scope and after the cut-off date: 

(2) In case of replacement of assets deployed under the original scope of the existing project after the cut-off date, the additional capitalization may be admitted by the Commission after making necessary adjustments in the gross fixed assets and the cumulative depreciation, subject to prudence check on the following grounds: 

(a) Assets whose useful life is not commensurate with the useful life of the project and such assets have been fully depreciated in accordance with the provisions of these regulations; 
(b) The replacement of the asset or equipment is necessary on account of a change in law or Force Majeure conditions; 
(c) The replacement of such asset or equipment is necessary on account of obsolescence of technology; and 
(d) The replacement of such asset or equipment has otherwise been allowed by the Commission. 

Provided that any claim of additional capitalisation with respect to the replacement of assets under the original scope and on account of obsolescence of technology, less than Rs. 20 lakhs shall not be considered as part of Capital cost and shall be met by Generating company and Transmission licensee through normative O&M charges only.
	In view of justification provided at Sr. no.1 it is requested to modify the proviso as below: 

Provided that any claim of additional capitalisation with respect to the replacement of assets under the original scope and on account of obsolescence of technology, less than Rs. 5 lakhs shall not be considered as part of Capital cost and shall be met by Generating company and Transmission licensee through normative O&M charges only.

	8
	26. Additional Capitalisation beyond the original scope 
(2) Any claim of additional capitalisation less than Rs. 20 lakhs shall not be considered under Clause (1) of this regulation. 

	In view of justification provided at Sr. no.1 it is requested to modify the clause as below: 
(2) Any claim of additional capitalisation less than Rs. 5 lakhs shall not be considered under Clause (1) of this regulation. 


	9
	30. Return on Equity
(2) Return on equity for existing project shall be computed at the base rate of 15.50% for thermal generating station, transmission system including communication system and run-of- river hydro generating station and at the base rate of 16.50% for storage type hydro generating stations, pumped storage hydro generating stations and run-of- river generating station with pondage; 

	We appreciate that Hon’ble Commission has kept the RoE for existing generating stations @ base rate of 15.50%. However, it is requested that Gas Based Generating Stations are facing challenges related to surge in fuel prices due to which they do not get adequate schedule. It is requested that Hon’ble Commission keep RoE for existing gas based generating stations @ base rate of 16.50%.  

	10
	Provided that return on equity in respect of additional capitalization beyond the original scope, including additional capitalization on account of the emission control system, Change in Law, and Force Majeure shall be computed at the base rate of one-year marginal cost of lending rate (MCLR) of the State Bank of India plus 350 basis points as on 1st April of the year, subject to a ceiling of 14%;
	It is requested that for existing stations Hon’ble Commission considers RoE for ADCAP for change in law compliance @ 15.50%/16.00% equal to the rate of RoE of existing stations. It is submitted that different rates of return on equity on different elements of capital cost will lead to confusion and their accounting with associated elements such as depreciation will be cumbersome. Therefore, only one rate of return on equity may be specified for one type of generating station.

	11
	Provided further that: 
i. In case of a new project, the rate of return on equity shall be reduced by 1.00% for such period as may be decided by the Commission if the generating station or transmission system is found to be declared under commercial operation without commissioning of any of the Free Governor Mode Operation (FGMO), data telemetry, communication system up to load dispatch centre or protection system based on the report submitted by the respective RLDC; 

	CERC Tariff Regulations 2019 provided such penalty if the generating station is found to be declared under commercial operation without commissioning of any of the Restricted Governor Mode Operation (RGMO) or Free Governor Mode Operation (FGMO). Therefore the same provision may be retained. 

	12
	34. Interest on Working Capital:
(c) For Open-cycle Gas Turbine/Combined Cycle thermal generating stations: 
(i) Fuel cost for 15 days corresponding to the normative annual plant availability factor, duly taking into account the mode of operation of the generating station on gas fuel and liquid fuel; 

	CERC Tariff Regulations 2019 provided fuel cost for 30 days corresponding to the normative annual plant availability factor. In the EM, Commission has observed that the gas-based generating stations do not have to pay for fuel (gas) in advance, however there is some take or pay obligation for minimum take-off and therefore Commission has proposed reduction from 30 days to 15 days. However, it is submitted that gas from the gas exchanges are procured after payment in advance, therefore, this provision of fuel cost for 15 days may be enhanced to 30 days as per existing Regulations.

	13
	
(3) Rate of interest on working capital shall be on a normative basis and shall be considered at the Reference Rate of Interest as on 1.4.2024 or as on 1st April of the year during the tariff period 2024-29 in which the generating station or a unit thereof or the transmission system including communication system or element thereof, as the case may be, is declared under commercial operation, whichever is later: 
Provided that in case of truing-up, the rate of interest on working capital shall be considered at Reference Rate of Interest as on 1st April of each of the financial year during the tariff period 2024-29.
	
It is submitted that Hon’ble Commission has reduced the  rate from 1 year MCLR + 350 bp to 1 year MCLR +325 bp. It is submitted that Gas based generating stations are already struggling financially and further reduction in rate of interest on working capital is injustice to them. Therefore it is requested to retain the rate of interest at 1 year MCLR + 350 bp.

	14
	35. De-Commissioning 
(1) In case a generating station or unit thereof, or a transmission system including communication systems or element thereof after it is certified by CEA or CTU or any other statutory authority, that any asset cannot be operated or needs to be replaced on account of environmental concerns or safety issues or system upgradation or a combination of these factors not attributable to generating company or a transmission licensee, the unrecovered depreciable value may be allowed to be recovered on a case-to-case basis after duly adjusting the actual salvage value post disposal of such project. 

	We appreciate the Hon’ble Commission for introducing the regulation on de-commissioning. It is submitted that Power Stations under Section 62 i.e. regulated by SERC/CERC are equivalent to public assets and therefore stranded power station are a national loss. Any generating station regulated by Commission should not de-commissioned for sole reason of completion of PPA tenure.  If the upkeep of the generating station has been well, such well-maintained power stations should be given life extension and any new investment should be avoided. 

	15
	36. Operation and Maintenance Expenses 
(3) Open Cycle Gas Turbine/Combined Cycle generating stations 

	It is appreciated that O&M Expenses for Gas Based Generating stations are not reduced and given appropriate year-on-year escalation.  

	16
	36 (6) The Water Charges, Security Expenses and Capital Spares for thermal generating stations shall be allowed separately after prudence check: 
Provided also that the generating station shall submit the details of year-wise actual capital spares consumed individually costing above Rs. 20 Lakh at the time of truing up with appropriate justification for incurring the same and substantiating that the same is not funded through compensatory allowance as per Regulation 17 of Central Electricity Regulatory Commission (Terms and Conditions of Tariff) Regulations, 2014 or Special Allowance or claimed as a part of additional capitalisation or consumption of stores and spares and renovation and modernization. 
	In view of justification provided at Sr. no. 1, it is requested to modify the proviso as below: 

Provided also that the generating station shall submit the details of year-wise actual capital spares consumed individually costing above Rs. 5 Lakh at the time of truing up with appropriate justification for incurring the same and substantiating that the same is not funded through compensatory allowance as per Regulation 17 of Central Electricity Regulatory Commission (Terms and Conditions of Tariff) Regulations, 2014 or Special Allowance or claimed as a part of additional capitalisation or consumption of stores and spares and renovation and modernization.

	17
	
62. Computation and Payment of Capacity Charge for Thermal Generating Stations: 

(6) In addition to the capacity charge, an incentive shall be payable to a generating station or unit thereof @ 75 paise/ kWh for ex-bus scheduled energy during Peak Hours and @ 50 paise/ kWh for ex-bus scheduled energy during Off-Peak Hours corresponding to scheduled generation in excess of ex-bus energy corresponding to Normative Annual Plant Load Factor (NAPLF) achieved on a cumulative basis, as specified in Clause (B) of Regulation 70 of these regulations. 
	The Hon’ble Commission has made the provision for providing incentive for generation during Peak Hours and off Peak Hours.  It is submitted that Gas Turbine station are not scheduled by the beneficiaries due to their High Gas Cost even though these station are available.  The gas based generating station is not having any control over the fuel prices. Therefore, in order to encourage the gas based station to be available beyond their normative capacity, an incentive may also be allowed to be linked with Availability as it was available during  tariff period 2009-14.

	18
	Norms of operation for thermal generating station
70. (E) Auxiliary Energy Consumption: 

	Due to part load operation and multiple start/ stop of unit as scheduled by SLDC, PPS-III, Bawana APC is running higher than Normative APC. Historical data for APC of PPS-III, Bawana is as under: 
[image: ]
It can be seen from the above that the APC improves with improvement in PLF which is proportional to scheduling of the units, however it may further be noted that even at best of scheduling which PPS-III, Bawana have got in near past from 11.10.2023 to 15.10.2023, our APC has been as follows: 
[image: ]
In view of above, it is requested that Hon’ble CERC may increased APC to 3% at Normative PLF @85%.  

	19
	77. Recovery of Statutory Charges: The generating company shall recover the statutory charges imposed by the State and Central Government, such as electricity duty and water cess, by considering normative parameters specified in these regulations. In case the electricity duty is applied to the auxiliary energy consumption, such amount of electricity duty shall apply to the normative auxiliary energy consumption of the generating station (excluding colony consumption) and apportioned to each of the beneficiaries in proportion to their scheduled dispatch during the month.
	It is submitted that PPCL plant PPS-III Bawana falls in Municipal Corporation Boundary, therefore PPCL pays property tax to Municipal Corporation of Delhi @ Rs. 0.40 Cr. per annum. This cost is additional statutory charge being levied by state government body. This is unique to PPCL plants as compared to any other power plant. Therefore, it is requested to modify the regulation to the same extent as below: 

[bookmark: _GoBack]The generating company shall recover the statutory charges imposed by the State and Central Government, such as property tax levied by Municipal Corporation, electricity duty and water cess, by considering normative parameters specified in these regulations. In case the electricity duty is applied to the auxiliary energy consumption, such amount of electricity duty shall apply to the normative auxiliary energy consumption of the generating station (excluding colony consumption) and apportioned to each of the beneficiaries in proportion to their scheduled dispatch during the month.

	20
	82. Sharing of savings in interest due to re-financing or restructuring of loan :

(1) If re-financing or restructuring of loan by the generating company or the transmission licensee, as the case may be, results in net savings on interest after accounting for cost associated with such refinancing or restructuring, the same shall be shared between the generating company or the transmission licensee and the beneficiaries, as the case may be, in the ratio of 1:1. 
	It may be clarified by the Hon’ble Commission that whether beneficiaries have to first share the burden/cost of such refinancing/restricting of loan or the cost of restricting has to be first net-off from the gains before sharing the gains.  

	21
	94. Application fee and publication expenses: 

(1) The application filing fee and the expenses incurred on publication of notices in the application for approval of tariff, may at the discretion of the Commission, be allowed to be recovered by the generating company or the transmission licensee, as the case may be, directly from the beneficiaries or the long term customers, as the case may be. 
	It is submitted that this cost of application filing fee and expenses incurred on publication of noticesare allowed to be recovered with interest as per Regulation 10(7).

	22
	100. Public Procurement through Competitive Bidding: 
The generating company for a specific for an integrated mine or a transmission licensee shall procure equipment, work and services through a transparent process of competitive bidding. 
Provided that under certain exceptional circumstances, equipment, works and services may be procured through other methods, as provided under general financial rules issued by the Government of India and applicable from time to time.
	It is submitted that certain items are required to be procured from OEM/OES in order to retain guarantee of the equipment. Further, as many parts of Plant and Machinery are only manufactured/supplied by such Original Equipment Manufacturer or Supplier. Therefore an enabling clause may be provided by Hon’ble Commission in this regard. 

	23
	Provision of Compensation for Gas Based Combined Cycle Power Station: 
	Regulation 6.3B of Central Electricity Regulatory Commission (Indian Electricity Grid Code) (Fourth Amendment) Regulations, 2016 along with Appendix-II “Mechanism for Compensation for Degradation of Heat Rate, Aux Consumption and Secondary Fuel Oil Consumption, due to Part Load Operation and Multiple Start/Stop of Units” as issued by CERC 168 dated 5th May 2017 vide No. L-1/219/2017-CERC shall continue to be in force till the regulations or Order under clause (12) of Regulation 45 of Central Electricity Regulatory Commission (Indian Electricity Grid Code) Regulations, 2023 are issued.

However, it is submitted that Hon’ble Commission for has not made such provision of compensation for gas based power station. PPS-III, Bawana had submitted compensation payable due to part load of machines in NRPC. In minutes of 39th meeting of Technical Coordination sub-Committee (TCC) & 42nd meeting of Northern Regional Power Committee (NRPC), NRPC has forwarded the same to Hon’ble CERC. Till date Hon’ble CERC has not finalized the compensation payable to Combined Cycle Power Station, PPS-III, Bawana. Therefore, it is requested that Hon’ble Commission may provide for compensation for Gas Based Combined Cycle Power Station with retrospective effect. 
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