Comments on Approach Paper issued by CERC
(No.7/104(120)/CERC-2007 dt. 11.12.07)

9. Depreciation
Comments are invited in regard to treatment of depreciation, viz.    

(i) Whether there is a need to expressly link depreciation to repayment of debt?        

(ii) Whether the existing grouping of assets for specifying depreciation rates is required to be revisited?
(iii) Whether the existing practice of allowing AAD should be continued?      

(iv) In case AAD is not allowed, whether the existing rate of depreciation is required to be revisited or, the utilities should be asked to make their own arrangements to meet the debt repayment obligation (from internal resources/ profits/ or by rescheduling of debts, etc), like any other business entity?       

(v) Whether to apply methodology of block-wise depreciation rate instead of the existing practice of applying weighted average rate of depreciation?       

(vi) Whether the life of the project be decided on normative basis against the present methodology of life of the project being decided on 

Comments/ Suggestions
	Sl.
No.
	Respondent
	Comments/ Suggestions



	
	1.  SERCs
	

	1.1
	West Bengal ERC (No. WBERC/A-3/4/1718  dtd. 07.01.08)

	(i) Need not be link.     
(ii) Not required to be revisited.      
(iii) AAD may be allowed to only newly commissioned units as a special case where return has not started flowing in proportion to the extent as required for discharging loan repayment obligation.    
(iv) Utilities should be asked to make their own arrangement to meet debt repayment obligation by fresh loan.      
(v) Continue existing.     
(vi) Continue existing. 



	1.2
	Rajasthan ERC (No.RERC/Secy./405(5)/1034 dtd. 16.01.2008)

	(i) Need to expressly link.                                                                                                                                                                                        
(iii) AAD to be continued.                                                                                                                                                                                          
(v) Continue existing method of weighted average rate of depreciation                                                                                                        (vi) Revisit the method of deciding the life of the project taking into consideration their realistic life.



	1.3
	Tamil Nadu ERC   (No.TNERC/DT/F.CERC T.R/D.043/2007  dtd.18.01.2008) & (No.45-CERC/01/2008/182  dtd.14.02.2008)

	(i) to be Expressly linked  - PFC, REC etc are extending loan for a period of 10 yrs. with moratorium for 3 yrs.; in such situation promoters can hardly meet debt obligation with the depreciation at normal rates (SLM) and ROE.                                                                                                                                                                        (ii) to be revisited.                                                                                                                                                                            
(iii) AAD to be continued. ((iii) AAD to be discontinued - this shall be in conformity with tariff policy)                                                                                        
(iv) Existing rates may be revised if AAD is not allowed; rates should be linked to meet debt repayment. ((iv) existing rate of depreciation is required to be enhanced  so that the quantum of depreciation is sufficient to meet the debt repayment obligation.)                                                                                                                                                                                                                                                                                                                           

(v) Apply block-wise depreciation rate. ((v) As existing.)                                                                                                                                   
(vi) Life of project tso be as adopted by GOI; follow as is specified in the regulation. ((vi) Useful Life as in app-II may be adopted on normative basis. However, a reduced life period may be considered for the 'lines, fabricated steel structures and a reinforced concrete structures in coastal areas', considering saline atosphere to which the lines are exposed.)

	1.4
	Karnataka ERC  (No.KERC/DIR(Tar)/3753  dtd.22.01.2008)

	(i) Need to link in view of the reduced rate of depreciation -  if depreciation rate is revised to earlier levels, then there is no need to link.                                                                                                                                              
(ii) No need to have AAD                                                                                                                                                                       
(vi) Continue weighted average rate of depreciation.



	1.5
	Orissa ERC 
(No.DIR(T)-319/08/
220 dtd.22.01.2008)

	

	1.6
	Assam ERC  (No.AERC.48/2003/
257   dtd.25.01.2008)

	(i) may not be Expressly linked  - This practice was introduced to safeguard the investors from the cash flow problem during initial year of operation which increases the tariff during the initial years; With maturity of electricity market and investment scenario, the practice may not be required to be continued.                                                                                                       
(ii) Yes. - A combined depreciation of all associated movable/ tangible equipments except land may be designed.                                                                                                                                                               (iii) AAD may not be continued         
(iv) Utilities to make own arrangement.                                                                                                                            
(v) Block wise rate will be preferable.                                                                                                                                                                    

(vi) Life of project to be revisited;  - assets are performing beyond the specified useful life; Average life of the assets may be considered from the available data of the existing assets; life may be increased by 5 yrs. 



	1.7
	Chattisgarh ERC 
(No. 45-CERC/01/ 2008/182                dtd. 14.02.2008)


	(i) It is suggested that a combination of DSCR and ROE practices may be considered, in which the DSCR (based on normal depreciation and net revenue) will be in the range of 1:1 to 1:2 and ROE will be 14%. However, where the DSCR crosses 1:2 on the basis of 14% ROE, the ROE shall be restricted to such an amount that pulls back DSCR at 1:2.
(ii) Grouping of assets may be revisited from time to time.
(iii) If DSCR methodology, as suggested in (i), is adopted, there will be no need of AAD.
(iv) As in (iii).
(v) The concept of block of assets will lead to double working.
(vi) Can be done by both the way. However, normative methodology will require an extensive analytical study and exercise.

	
	
	

	
	2.  Governments
	

	2.1
	Govt. of Punjab, Deptt. Of Power. (No.1/56/07-EB(PR)/114 dtd. 24.01.2008)

	(i) to be Expressly linked  - AAD to be allowed                                                                                                       
(ii) Yes.                                                                                                                                                               
(iii) AAD to be continued.

(iv) AAD needs to be continued.                                                                                                                            
(v) As existing.                                                                                                                                                                    
(vi) Life of project to be revisited;  - assets are performing beyond the specified useful life; so life may be increased at least by 5 yrs. barring few assets.



	2.2
	Govt. of West Bengal, Deptt. Of Power & NES  (No.17-Power/II/1R-22/2007   dtd. 30.01.2008)
	(i) Need not be link.                                                                                                                                                 
(ii) Not required to be revisited.                                                                                                                              
(iii) AAD may be allowed;                                                                                                                                               
(v) Continue existing.                                                                                                                                             
(vi) Continue existing. 

	
	
	

	
	3.  Central Sector
	

	3.1
	NLC Ltd. (No.NLC/CGM/Comm./Tariff 2009/ Fin.norms/'08  dtd.18.01.2008)

	(i) not to be Expressly linked - Depreciation is actually recovery of capital for the assets used in the project over the life of the project;  this amount will be used for replacing the equipments if not for servicing the equity and debt.     (ii) Need not be revisited.      

(iii) AAD should to be discontinued - as per tariff policy.    (iv) Existing rates may be continued.      

(v) When depn. is computed on individual items, weighted average rate concept has got no relevance.     

(vi) Life of project to be as per existing provision. 



	3.2
	NHPCL  (No.NH/Comml./CERC/281/Tariff/270  dtd.18.01.2008)

	

	3.3
	NTPC Ltd  (No.01:CD:736  dt.21.01.2008 and No. Nil dtd. 08.02.2008)

	(1) (i) Depreciation rate: follow as per Companies Act 1956;

(ii) Salvage value = 5%  
(2) (i) Dep. Rates are not uniform – this will bring uniformity;

(ii) This leads to difference in profitability which affects the credit rating and thus capability to raise fund;

(iii) will dispense the need of AAD and reduce front loading of tariff in line with tariff policy.



	3.4
	DVC  (No.DCE/Tariff/
(CERC)/T3-3331 dtd.21.01.2008)

	(i) Not to be Expressly linked - ATE's judgment in favor of DVC (dtd.23.11.2007) and DERC vs. BSES, etc.



	3.5
	Narmada HEDCL 
 (No. NHDC/1/Comm/
12/08/762 dtd.17.01.2008)

	(i) Not to be Expressly linked - but be based on actual useful life of various assets.                                                      

(ii) Need not be revisited.                                                                                                                                        
(iii) & (iv) AAD should continued - to avoid shocks transitional loans should be encouraged and its interest be allowed as pass through.                                                                                                                                                    
(v) Individual asset wise rates may be continued - block wise depreciation rate will lead to many accounting difficulties in case of disposal/ write off/ loss of assets.                                                                                            (vi) Life of project to be as per existing provision. - Dep. rate are quite low and needs revision (say, 30% for computers).



	3.6
	Tehri HDCL   (No.THDC/RKSH/14/COMML/2145 dtd.09.01.2008)
	

	3.7
	PGCIL  (No.CCL-88A dtd.18.01.2008)

	

	3.8
	PTC India Ltd. (No.C/PTC/CD/CERC  dtd.21.01.2008)

	(i) may be linked.                                                                                                                                                                                                      
(iii) AAD to be continued                                                                                                                                                                                          
(v) For rate of depreciation projects may be divided into major blocks.                                                                                                         
(vi) Revisit the method of deciding the life of the project: Thermal (Coal based) - 25yrs; Hydro - 35yrs; Transmission - 35 yrs; Thermal (Combined cycle gas based - 20yrs.



	3.9
	NEEPCO 
(No. NEEPCO/ND/F-84/2008/3514                 dtd. 31.03.2008)


	(1) Depreciation be linked to repayment of debt.

(2) Grouping for dep. rate need not be revisited.

(3) AAD be continued.

(4) Not applicable.

(5) As existing.

(6) A research is required to re-determine the life of projects.

- Moreover, norms for depreciating items which have undergone augmentation, renovation and modernization also need to be specified.

	
	
	

	
	4.  State Sector
	

	4.1
	Maharashtra State Power Gen. Co. Ltd.  (No.SE/RC/IA/00967 dtd.22.01.2008)

	(i) to be Expressly linked - after tenure of debt, no depreciation is to be allowed.                                                

(ii) Need not be revisited; - there should be uniformity in rate of depreciation in accounting and regulatory; suggestion of task force to adopt dep. rate as per Company's Act may be accepted.                                                  
(iii) AAD should to be continued - it is very unlikely that FIIs will extend loan repayment period; aligning the dep.  with repayment of long-term loan will increase the dep. rate unless useful life of the asset is lowered.                      (iv) Existing rates may be revised if AAD is not allowed;  Both AAD is to be allowed and rate to be revised in case of Off B/S funding and green field project as it will not be possible to repay debt through internal resources.      (v) Apply block-wise depreciation rate instead of the existing and may e fixed in consideration of their loading, sage, wear and tear, etc.     

(vi) Life of project to be linked either with debt repayment schedule or PPA tenure. 



	4.2
	Andhra Pradesh Power Generation Corporation Ltd.  (No.CE/Comml/APGENCO/F.CERC/D.No.11 dtd.8.01.2008)

	Adopt depreciation rate as per GOI's notification'94s



	4.3
	Transmission Corporation of Andhra Pradesh Ltd.     (No.CE/IPC/211/F.25 CERC/D.No.329/08 dtd.10.01.2008)

	(i) to be Expressly linked in a cost plus environment - as because tariff avenues are the only source of cash and therefore ash requirement should be addressed in the tariff;                                                                                         (ii) Need not be revisited; - loan tenures available for specific classes of assets should e the basis for the depreciation rates.                                                                                                                                                     (iii) AAD does not arise - if depreciation rate are aligned to loan tenures.                                                               (iv) Existing rates may be revised to reflect loan tenures  - may be around 8% to 10%                                              

(v) Apply block-wise depreciation rate and link to loan repayment                                                                             (vi) Life of project to be based on technical criteria and technical experts.



	4.4
	West Bengal State Electricity Transmiss. Co. Ltd.   (No.MD/SETCL/48/
139  dtd.08.01.2008)

	(i) to be Expressly linked  - the concept of pre-tax rate of return may lead to decrease in fund for debt repayment                                                                                                                                (ii) ate of depreciation to decided on the basis of life of the assets and after considering rate of inflation prevailing at present.                                                                                                                                                                  (iii) AAD should be continued   - but due care to be taken to avoid tariff shock.                                                                                                                           
(v) existing provision                                                                                                                                                 
(vi) Life of project to be on realistic basis.



	4.5
	Southern Power Distribution Company of AP Ltd.  (No.Dir(Fin)/APSDCL/D.No.6/08 dd.11.01.08)

	(i) to be Expressly linked                                                                                                                                                
(vi) Life of project should be revisited and may be increased.



	4.6
	West Bengal State Electricity Distribution Co. Ltd.  (N0. C/BP/ERC/55A dtd. 09.01.2008)

	(i) To be Expressly linked - benefits ultimate consumer.                                                                                                       (ii) Existing schedule for recovery of depreciation to be continued                                                                                                                                                               (iii) & (iv) AAD to be continued.

(v) As existing.                                                                                                                                                                    
(vi) Life of project: for existing asset- as existing;  for new asset- Hydro-40 yrs/ Thermal-30 yrs/ Transmission- 35yrs 

	4.7
	Bangalore Electricity Supply Co. Ltd.   (No.BESCOM/GMT/BC-19/F-1001/2007-08/
14-111 dtd.09.01.2008)

	(i) not to be Expressly linked                                                                                                                                    
(ii) Need not be revisited.                                                                                                                                        
(iii) AAD should be continued                                                                                                                              
(v) existing provision                                                                                                                                                 
(vi) Life of project to be as per existing provision.



	4.8
	Uttar Haryana Bijli Vitran Nigam Ltd.    (No.Ch-2/FA/Hers/
Terms of Tariff    dtd.22.01.2008)

	(i) Need to be linked                                                                                                                                                
(ii) No comments.                                                                                                                                                       
(iii) covered in (i);                                                                                                                                                       
(iv) If developer is asked to meet repayment from internal resources, his return will be reduced.                                                                                                                                                    
(v) No comments.                                                                                                                                                
(vi) No comments. 



	4.9
	Haryana Vidyut Prasaran Nigam Ltd.    (No.Ch-23/15B/388/L    dtd.21.01.2008)

	(i) To be Expressly linked - AAD to be allowed                                                                                                                                                                                                                                                                     
(iii) AAD to be continued.

(iv) Yes. if AAD is disallowed, rates to be revised.                                                                                                                          (v) Apply block wise depreciation rate - it is more scientific.                                                                                                                                                              


	4.10
	M.P Power Trading Co. Ltd.   (No.05-01/GG/1032/533/182 dtd.17.01.2008)

	(i) to be Expressly linked – 

(a) CERC order dtd.21.12.2000: '... depreciation is not a process for collecting money for replacement but is a process for repayment of capital in installment';  

(b) ATE judgment dtd. 22.12.2006 in appeal no.161/2006: '... Recovery of capital costs to be recovered over the useful life of the assets in the form of depreciation';  

(c) NEP cl.5.8: '.. depreciation reserve be created to fully meet the debt service obligation';  

(d) Generators are earning huge interest on accumulated depreciation and at the same time recovering interest on loan.                                                                                                                                                                                            (iii) & (iv) AAD should not be continued - to make their own arrangements to meet the debt repayment obligation                                                                                                                                                                                                                       (vi) Life of project to be revisited;  - G.S are performing beyond the specified useful life; so life may be increased at least by 5 yrs.



	4.11
	Grid Corporation of Orissa Ltd. 
(No. DGM (F).PP/67/Pt. 2434(3)                     dtd. 24.03.2008)


	(7) be linked to repayment of debt.

(8) AAD be discontinued; entities to make their own arrangement.

(9) After loan repayment is completed there should be proportionate reduction in equity.

(10) Apply block wise depreciation rate

(11) Fresh scientific study is required to decide the life of the assets. 

	
	
	

	
	5.  SEBs
	

	5.1
	Tripura State Electricity Corpn. Ltd         ( No. AGM/C&SO/2594 dtd. 24.12.07)                                                                        


	(i) to be Expressly link .     

(ii) Required to be revisited.      

(iii) AAD should not be continued.     

(iv) Utilities should be asked to make their own arrangement to meet debt repayment obligation.      

(v) Block wise depreciation rate instead of existing practice is not acceptable.     

(vi) Life of project on normative basis instead of existing practice is not acceptable. 



	5.2
	U.P Power Corpn. Ltd.  (No.43-SPATC/   dtd.21.01.2008)

	(i) to be Expressly linked  - AAD to be allowed                                                                                                       
(ii) Yes.                                                                                                                                                               
(iii) AAD to be continued.                                                                      
iv) This approach was advocated by K. P. Rao committee in spite of NTPC's objection.                                                

(v) Yes                                                                                                                                                                    
(vi) Life of project to be revisited;  - assets are performing beyond the specified useful life; so life may be increased at least by 5 yrs. barring few assets.



	5.3
	TNEB  (No.SE/PLG/EE/TC/
Cons/F.T&C 2009-14/D dtd. 08.01.2008)

	(i) To be Expressly linked  - benefits ultimate consumer.                                                                                                       (ii) Existing schedule for recovery of depreciation to be continued.                                                                                                                                                               (iii) & (iv) In case existing method of allowing depreciation based on useful life along with AAD is continued, CERC should arrive at a decision considering the cost of refinancing of loans in order to avoid front loading in lieu of AAD.



	5.4
	Punjab SEB   (No.108/PRC  dtd.21.01.2008)

	(i) to be Expressly linked  - AAD to be allowed                                                                                                       
(ii) Yes.                                                                                                                                                               
(iii) AAD to be continued.                                                                      
(iv) AAD needs to be continued.                                                                                                                            
(v) As existing.                                                                                                                                                                    
(vi) Life of project to be revisited;  - assets are performing beyond the specified useful life; so life may be increased at least by 5 yrs. barring few assets.



	5.5
	Himachal Pradesh SEB  (No.HPSEB/CE(SO)PRC/Tariff/2008-3530   dtd.22.01.2008)

	(i) to be Expressly linked  - AAD to be allowed                                                                                                       
(ii) Yes.                                                                                                                                                               
(iii) AAD to be continued.

(iv) AAD needs to be continued.                                                                                                                            
(v) As existing.                                                                                                                                                                    
(vi) Life of project to be revisited;  - assets are performing beyond the specified useful life;  so life may be increased.

	5.6
	Chhattisgarh SEB 
(No. 02-02/RAC/ Central Sector/3599 dtd. 31.03.2008)


	xx

(12) Depreciation must e linked to repayment of debt.

(a) Para 3.6.2 of CERC order dated 21.12.2000.

(b) Section 5.8 of NEP stipulates that depreciation reserve be created so as to fully meet the debt service obligation.

(c) Depreciation as per tariff regulation is not enough to meet repayment obligation.

(13) xx

(14) If required, AAD is to be provided.

(15) xx

(16) Apply methodology of block-wise depreciation rate.

(17) Life of assets to be on normative basis instead of weighted average.

	
	
	

	
	6.  Pvt. Sector
	

	6.1
	Tata Power co. Ltd. (No. REG/CERC/12/08 dtd.15.01.2008) 


	Higher Rates given by MoP-1994 notifications be reintroduced.                                                                                                                       (1) Generally the loan tenure is such that a depreciation of 7-8% is needed to generate the cash to repay the loan in the year.              

(2) (i)  It will not have any affect on the tariff, as the difference in repayment is allowed as AAD;       

(ii) In fact, profits of the company reported by the company are greatly affected by such AAD as the profits are calculated with only depreciation as the expense.


	6.2
	Torrent Power (No. Nil dtd.11.01.2008)

	(iii) AAD should to be continued -even increase the dep. rate to that of Company's Act will not generate sufficient amount for debt repayment.                                                                                                                                        
(iv) Need to be revisited 

(a) there  should be uniformity in rate of depreciation in accounting and regulatory; and dep. rate as per Company's Act may be accepted;   

(b) Provision of residual value should also be 5% instead of 10%;    

(c) No need of AAD, if higher dep. rate is accepted.                                                                                                    
(v) Yes: assets be broadly classified into 4-5 categories and dep. rate be prescribed accordingly.                                  

(vi)  Issue of Life of project becomes redundant once dep. rate is linked to debt repayment. 



	6.3
	Power links Transmission Ltd. (No.24360010 dtd.19.01.2008)

	(i) Depreciation should not be considered as deemed loan repayment at the time of calculating the amount of actual interest since depreciation is being allowed irrespective of the amount of loan being deployed.                        

(ii) There should be uniformity in rate of depreciation in accounting/ Company's Act/ regulatory as it affects ROE.                                                                                                                                                                                                             (iii) If AAD is discontinued, depreciation rate would need upward revision as it will not be possible to repay debt through internal accruals knowing well that the returns are regulated and lower than other business.  



	6.4
	CESC Ltd. (No.ED(F):48725 dtd.18.01.2008)

	Depreciation rate may be aligned with that of Company's Act and AAD be continued.                                  

(1) (i) Different set of depreciation rate is creating anomalies;     

(ii) Residual value too should be aligned    (5% as against 10%)                                                                                                                                                          (2) (i) Dep. rate provided in the Company's Act also may not be sufficient to take care of repayment of debt;       

(ii) AAD should also take care of bullet repayment.


	6.5
	AES(India) Pvt. Ltd.  (No. Nil dtd.19.01.2008)

	(i) To be Expressly linked - as is existing practice.                                                                                                                                                                                                                                                   (iii) AAD to be continued.                                                                      
(iv) Loan repayment to be pass through either by allowing depreciation or AAD.                                                  

(vi) As existing.


	6.6
	BSES (No.VP/PMG/2007-08/48 dtd.21.01.2008)

	(1) (i) Before revisiting, CERC may collect all data about the existing assets residual life;  

(ii) Without RLA and RLE capital expenses for refurbishment/ up-gradation should not be allowed, as it essential for cost benefit analysis.              

(2) An expert committee with suitable representative from stakeholders should be formed to look into all the aspects of depreciation and refurbishment/ up-gradation.                                                                                                                (3) AAD is not required since more liquidity is managed out of their revenues as depreciation rates used for computation of corporate earnings are much higher as compared to depreciation rate used for determination of tariff as per E.Act 2003.



	6.7
	Noida Power Co. Ltd.  (No. P-81L/003 dtd. 10.01.2008)

	(1) (i) In ROCE,  not to be Expressly linked                                                                                                                                    
(ii) Need to be revisited   as in Companies Act.                                                                                                                                       
(iii) AAD should be discontinued.                                                                                                                              
(iv) Depreciation rate be revised in line with the Companies Act; utilities shall be allowed to determine their repayment to suit their requirement.                                                                                                                                
(v) existing provision   - it is simple and easy to maintain;  In case of block wise depreciation - asset loss own identity which creates difficulties in adjustment of value of assets written-off, during charging of depreciation on proportionate basis from the date of capitalization and physical verification of assets leading to problem in adjustment 

of any short/ excess in the assets,  separate detail of assets is mandatory as per Companies Act.                                                                                                                                                (vi) Life of project to be on normative basis.                                                                                                         (2) Adequate depreciation is important   (i) to maintain the assets timely and economically;  

(ii) Faster and timely repayment of loan.                                                                                                                                                    (3) Useful life of assets:  (i) IT assets and software: be 3 yrs; as per ITAct-60%, Co. Act-40%, and is in line with AS-28;   

(ii) Office equipments: 5 yrs;   

(iii) Terminal assets: loss on sale of assets be allowed as pass through;   

(iv) Amortization: amortization of intangible assets and impairment of assets as per AS-28 be allowed as depreciation;   

(v) Salvage value to be considered as 5%;   (vi) suggested dep. rate as per ann.  (Not found).

	6.8
	NDPL  (No.ND/OPS/PP&G/CERC  dtd.07.01.2008)
	

	
	
	

	
	7.  Other Orgn.
	

	7.1
	IDBI  (No.PAD/112  dtd. 08.01.08)

	(1) May consider normative repayment of loan (10-12 yrs.) as fixed expenses instead of depreciation and AAD. 

(2) Other-wise continue existing practice.



	7.2
	NPTI  (No.CAMPS/MBA/Gen 1.1/2008/5377 dtd.09.01.2008)
	

	7.3
	BEE  (No. 38365 dtd.14.01.2008)

	

	7.4
	ICWAI   (No.ICWAI/Tech/2008   dtd.01.01.2008)

	(A)  AAD:   (1) for Existing  Projects: continue existing  method of allowing AAD;    

(2) For New Projects: not relevant if ROCE is applied.
(B) Depreciation Rate:  adopt as in Companies Act.                                                                                                                             (C) Life of assets: continue as per Ann.-II of 2004 regn.



	7.5
	IDFC   (No. Nil   dtd. 25.01.2008)

	(i) Need to be linked.
iii) AAD to be allowed;                                                                                                                                               
(iv) Depreciation Rate is to be based on economic life .



	7.6
	Gujrat Urja Vikas Nigam Ltd.    (No.GUVNL: GM(Com.):125   dtd.28.01.2008)

	(i) (1) In case of ROCE: Need to be linked  

(2) In case of ROE: not relevant                                                               

(ii) not to be revisited.

(iii) AAD to be discontinued as it leads to front loading of tariff   
(iv) Existing rate of depreciation is required to be revisited by increasing the same to align with the tenor, terms of repayment etc presently offered by the lenders; In case, any utility is unable to meet the repayment obligation even after this, then the utility should be asked to make their own arrangement.                                                                   
(v) As existing.                                                                                                                                                                    
(vi) Life of project to be revisited and be decided on normative basis.


	7.7
	TERI (No. Nil dtd. 09.01.08)

	(i) No need to expressly link.   

(1) Essential issue is how repayment of debt is to be financed;   

(2) if linked there shall be mismatch of fund required for repayment and available from depreciation.                                                                                                                           
(ii) Carry out a study and then decide.                                                                                                                                                                      
(iii) AAD should not be allowed - Tariff policy recommended there should be no need of AAD.                                                                 

(iv) Utility to make own arrangement for loan repayment                                                                                                                                     (v) Block wise depreciation rates offers better estimation.  There is a need to bring uniformity in approaches and basis for estimating this expenditure by the regulator for regulatory/ financial accounting/ Company's Act.                                                              

(vi) Preferably on Normative basis after a benchmarking study is carried out.


	7.8
	Basix Forex & Financial Solutions Pvt. Ltd. 
(dt. 14.01.08)
	

	7.9
	Prayas Energy Group (No.2008/PEG/7 dtd.17.01.2008)

	(i) No need to expressly link.                                                                                                                                                                                  
(iii) AAD should be discontinued CERC's discontinuance of AAD may hasten the changes in the capital markets and incentivize the capital markets to provide longer term debt for power projects.                                                                                                                        
-  It is important that power sector projects have loans with log tenure, or the opportunity to refinance loans to extend the repayment period. As capital markets for the power sector have depended, this seems to be happening in some projects and will happen in a greater number of cases.



	7.10
	Small Hydro Power Developers Association  (No.SHPDA/CERC/01/08   dtd.07.01.2008)
	

	
	
	

	
	8.  Individual
	

	8.1
	Harish Chander, Retd. Financial Analyst, CEA     (No. Nil   dtd.17.01.2008)

	(i) Need not be link - as the quantum of the loan repayment need not necessarily be equal to the cash surplus generated. In  principle to the extent of the depreciation provided for, funds for repayment are available and this must be deducted from  investment for assessing capital employed as this part of the investment has been recouped;  In most  of NTPC  projects, the cumulative depreciation is much more than the normative loan as on 01.04.2004  (including loans due to additional capitalization for the year 201-2004)  but  the interest on loans and loans repayments are still pending;   Further yearly normative repayments as per the prevailing formula are much lower than the yearly depreciation worked out on the basis of weighted average rate off depreciation                                                  

(iv) Depreciation rate:  if investors are allowed to recover their investment upfront they will have lesser incentive to maintain and operate the asset efficiently - therefore, it is important to base depreciation on the total useful life of the asset.                                                                                                                                                                                                                                                                                                    

(vi) Life of project to be revisited:  - there may e an upward revision of life of the assets; these could be considered by a technical committee.       
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