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AND IN THE MATTER OF

Petitioner Torrent Power Limited,
[Unit:-SUGEN 1147.5 MW POWER PLANT]
Torrent House, Off Ashram Road,
Near Income Tax Circle,
Ahmedabad - 380 009

Respondents PTC India Limited
The Senior Vice President
2" Floor, NBCC Tower,
Bhikhaji Cama Place,
New Delhi - 110066

And

Others

Petition
I, Shri Tirupachur Parthasarathy Vijayasarathy, son of Shri Tirupachur Krishnaswamy

Parthasarathy, aged about 54 years residing at house no. 36 Mandar, Sharadashish, Sugen
Project, At, Post Karjan, Taluka Kamrej, District Surat, working with the Petitioner herein do

olemnly affirm and state on oath as under:-

That I am working as Executive Director (Commercial) with Torrent Power Limited, the
etitioner in the above matter and am duly authorised to make this affidavit.

That the facts stated in the Petition are based on record and files of the Petitioner
Company and they are true and correct to my knowledge, information and belief and I
believe the same to be true.

DEPONENT
Place: Surat

Date: 8" June 2009
Verification

Solemnly affirm at SURAT on this 8" day of June, 2009 that the contents of the above
affidavit are true to my knowledge, no part of it is false and nothing material has been

concealed there from. R
Ot
BEFORE ME DEPONEN
@wmﬂw-'
M. M. Talaviya
NOTARY

SURAT DISTRICT
State of Guj

Regdl. Sr. Nuf& 6
N.B.NoL&..0.P.T.0.4~

L 8 JUN 2009




BEFORE THE CENTRAL ELECTRICITY REGULATORY COMMISSION

PETITION NO: ....... P

IN THE MATTER OF:

IN THE MATTER OF:

Petitioner:

Respondents:

EW DELHI

Petition Under Section 62 and 79(1)(b) of the
Electricity Act, 2003 read with Central Electricity
Regulatory Commission (Terms & Conditions of
Tariff) Regulations, 2009 and Central Electricity
Regulatory Commission (Procedure for making of
application for determination of tariff, publication of
the application and other related matters)
Regulations, 2004 as amended thereto for approval
of Tariff of SUGEN 1147.5 MW POWER PLANT of
TORRENT POWER LIMITED for the period from COD
of Block 10 [First Block] up to 31.03.2014

AND

Torrent Power Limited,

[Unit SUGEN 1147.5 MW POWER PLANT]
Torrent House, Off Ashram Road,

Near Income Tax Circle,

Ahmedabad - 380 009

1. Torrent Power Limited,
[Unit: Ahmedabad Distribution]
The Whole Time Director
Electricity House, Lal Darwaja,
Ahmedabad - 380 001

2. Torrent Power Limited,
[Unit: Surat Distribution]
The Executive Director
Torrent House, Station Road,
Surat - 395 003

3. PTC India Limited
The Senior Vice President

2" Floor, NBCC Tower,

Bhikhaji Cama Place,
New Delhi - 110 066



4, M.P. Power Trading Company Limited
The Managing Director

Shakti Bhavan,

Vidyut Nagar

Jabalpur - 482 008

Torrent Power Limited, SUGEN 1147.5 MW POWER PLANT, herein after referred to
as Petitioner, files, the Petition for approval of Tariff of SUGEN 1147.5 MW POWER
PLANT for the Tariff period from COD of Block 10 [First Block] to 31 March 2014.

The Petitioner respectfully submits as under:
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CHAPTER 1: BACKGROUND

This chapter gives the background of the Petitioner.

1.1

Company Profile:

1.1.1 The 'Petitioner Company herein i.e. Torrent Power Limited (TPL), is a public

limited company incorporated under the Companies Act, 1956 carrying on
the business of generation and distribution of power in the cities of
Ahmedabad, Gandhinagar and Surat. Further, it is also a “Generating
Company” as defined under Section 2(28) of the Electricity Act, 2003.

1.1.2 TPL has existing generation facilities with total installed capacity of 500 MW

at Ahmedabad and is in the process of commissioning of Sugen 1147.5 MW
POWER PLANT (“Project”) at Taluka Kamrej, District Surat in the State of
Gujarat. Generation facilities at Ahmedabad consist of 400 MW coal based
thermal power plant at Sabarmati and a 100 MW gas based CCPP at Vatva.

1.1.3 The Sabarmati Thermal Power Station of TPL is recognised at national level

1.1.4

in its category for its operational performance. Despite the aging of the
various Blocks of this station, successful generation at these stations is
continuing, due to excellent maintenance and implementation of various
Renovation and Modernization schemes. The PAF for Sabarmati Thermal
Power Station and Vatva CCPP for FY 2007-08 & 2008-09 are as follows:-

Table 1: Station wise availability of Ahmedabad and Vatva generating stations
of TPL

Sabarmati

Power Station 95.77% 94.37%
VATVA CCPP 93.59% 91.75%
Overall 95.33% 93.85%

TPL has a distribution area measuring 408 Sq. Km. in Gujarat. TPL serves
over 2 million consumers in Surat licensing area and Ahmedabad licensing
areas covering, Ahmedabad and Gandhinagar. The T&D loss of these
distribution licensing areas of TPL are lowest in the country. T&D loss of
Ahmedabad and Surat distribution areas for the last 2 years i.e. 2007-08
and 2008-09 are as below:-

Chsonitv™y_~



Table 2: T&D loss of TPL-Ahmedabad and Surat distribution areas

Ahmedabad

distribution 10.48% 8.69%
area

Surat

distribution 6.01% 5.51%
area

Overall 8.75% 7.51%

Besides, TPL has entered into an agreement with Maharastra State
Electricity Distribution Company Limited (MSEDCL) for distribution franchise
for Bhiwandi Distribution Circle and has taken over business operations of
this Circle spread over 721 Sq. Km. effective from 26" January 2007. During
the last two years, the T&D loss of this distribution franchise has
substantially come down from 42.14% in 2006-07 to 19.46% in 2008-09.

1.1.5 TPL has been awarded the Ministry of Power’s Gold Shield for 2 years viz,
2004-05 and 2005-06 for its outstanding performance in power distribution
business in Surat and Ahmedabad respectively. Further, Shri Sudhir Mehta,
Chairman of the Torrent Group has been awarded the Infraline Energy
Excellence Awards in the year 2006 - 2007 as “Energy - Sector Value
Creator — Reliability in Distribution”.

1.2 Project Profile:

1.2.1 Location
The Project is set up at Taluka Kamrej, District Surat, State Gujarat. The site
is located at a distance of approx. 2.5 Kms off the National Highway No. 8,
which connects Mumbai and Delhi and is 28 Kms from Surat city. The site
offers the following key advantages:-

> Proximity to Surat distribution license area (28 kms), which is a major
load centre.

» Proximity to Tapi River (2.5 kms), which would meet the entire water
requirement at site.

> Proximity to Mora - Sajod Gas Pipeline (20 kms), the main trunk
pipeline of Gujarat State Petronet Ltd. (GSPL), from where the 24"
spur line is laid to the plant for transportation of gas. GSPL network is
connected to all major sources of Gas.



> Proximity to power evacuation facilities of both Gujarat Energy
Transmission Company Limited (GETCO) and Power Grid Corporation
of India Limited (PGCIL). The GETCO substation at Kim is located at
approx 4 kms, from site, while the Vapi - Jhanor transmission line of
PGCIL is at a distance of approx. 12 - 13 kms from site.

1.2.2 The Project is a Mega Power Project as defined in the Policy Guidelines
issued by Ministry of Power vide D.O. letter N.C.-286/95-IPC, dated 10th
November, 1995. Ministry of Power, Government of India has issued a letter
dated 1st September, 2005 regarding fulfilment of Mega Power Project
conditions by this Project. As per the contents of this letter the Project,
being set up by TPL is an inter-state generating station (ISGS).

1.2.3 The Project comprises 3 power Blocks of 382.5 MW each (referred as Block
10, 20 & 30) with cumulative capacity of 1147.5 MW. Each power Block
comprises one advance class Gas Turbine, one Steam Turbine and one
Generator connected in single shaft configuration along with one HRSG. The
Gas Turbines are Siemens-make Advance Class Gas turbine SGT5 4000F,
which have better operating efficiency and lower NOx emissions. The Plant
envisages using only Natural Gas / Regasified Liquefied Natural Gas (R-LNG)
as fuel.



CHAPTER 2: TARIFF APPLICATION

This chapter contains the background giving cause to filing the Petition.
2.1 Tariff filing:

2.1.1 Torrent Power Limited, SUGEN 1147.5 MW POWER PLANT (Petitioner) is
filing this Petition (along with Tariff Filing Forms in Appendix 1) in terms of
the provisions of CERC Regulations 2009 for determination of Tariff of the
Project based on capital expenditure incurred / projected to be incurred for
the Tariff period from COD of Block 10 (First Block) to 31st March 2014.

2.1.2 The commissioning activities and trial operations of all 3 Blocks are ongoing.
As per the revised schedule provided by Siemens [EPC Contractor], and

depending upon the availability of gas, the COD for all three Biocks are
estimated as under:- :

Table 3: Expected Date of COD

Block 10 [First Block] 10th June 2009
Block 20 [Second Block] 16" July 2009
Block 30 [Third Block] 15 ‘August 2009

2.1.3 Earlier, Torrent Power Generation Limited (TPGL) had filed petition no
154/2005 with the Hon’ble Commission for in principle acceptance of Project
Capital Cost and Financing plan of Sugen 1147.5 MW POWER PLANT
(“Project”) of TPL. The Hon ble Commission was pleased to pass its Final
Order no IA 80/2006 dated 26™ September 2007 on the said Petition,
approving the in principle Project Capital Cost at Rs 3046.45 crores.

2.1.4 TPGL, along with Torrent Power AEC Limited (TPAEC) and Torrent Power SEC
Limited (TPSEC) has been amalgamated with Torrent Power Limited. This
amalgamation has been approved by the Hon' ble Gujarat High Court on July
12, 2006 and a formal written order was received on 12™" September 2006.
Accordingly the undertakings of TPGL with all of its assets, rights and
liabilities have been transferred to Torrent Power Limited (TPL) pursuant to
the approved scheme of amalgamation. Hence this Petition is now being filed
by Torrent Power Limited, as the Petitioner, which has succeeded TPGL.

2.1.5 Section 62 of Electricity Act, 2003 provides for determination of Tariff by the
appropriate Commission for the supply of electricity by Generating Company.

’ 9
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The Hon ' ble Commission is vested with the jurisdiction to regulate the Tariff
of the Generating Companies owned or controlled by the Central
Government and other Generating Companies (ISGS) having composite
scheme for generation and sale of electricity in more than one state as
envisaged under Section 79(1) (a) & (b) of Electricity Act, 2003.

2.1.6 Section 5 of the Central Electricity Regulatory Commission (Terms and
Conditions of Tariff) Regulations, 2009, states that a Generating Company
may make an application for the determination of Tariff in accordance with
Central Electricity Regulatory Commission (Procedure for making of
application for determination of Tariff, publication of the application and
other related matters) Regulations, 2004, as amended from time to time or
any statutory re-enactment thereof, in respect of the Blocks of the
generating station completed or projected to be completed within six months
from the date of application. The generating company is to make an
application for determination of Tariff based on capital expenditure incurred
duly certified by the auditors or projected to be incurred up to the date of
commercial operation and additional capital expenditure projected to be
incurred during the Tariff period of the generating station.

2.1.7 The Project is expected to be completed within three months from the date
of this application.

2.1.8 The Petitioner is filing the present petition for determination of Tariff for
SUGEN 1147.5 MW POWER PLANT (Project) for the period starting from COD
of Block 10 [First Block] onwards up to 2013-14 on the terms and conditions
of Tariff notified by the Hon'ble Commission vide Central Electricity
Regulatory Commission (Terms and Conditions of Tariff) Regulations, 2009
dated 19" January 2009 and as amended from time to time.

2.1.9 The application for determination of Tariff are being submitted along with
duly filled details as per provisions to CERC Regulations 2009.The Formats
prescribed under Regulations have been filled in and enclosed to Appendix 1
to this Petition. It is further submitted that the Petitioner has furnished the
information/details as required under the aforesaid formats to the extent the
same is available with the Petitioner.

Cro X
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CHAPTER 3: PROJECT STATUS

This chapter gives the current status of the Project.

3.1

3.2

Status of Project Approvals for operation

Vide Petition no 154/2005; the Petitioner had informed the receipt of all
statutory clearances of the Project. Currently, the Petitioner has received the
consent to operate the Plant from Gujarat Pollution Control Board (GPCB).

Current Status of execution of the Project

The EPC contract of the Project finalized under International Competitive Bid
(ICB) process was awarded to the Consortium led by Siemens AG, Germany
(EPC Contractor) for the execution of the Project, in phases (Block 10 - 26
months, Block 20 - 30 months, Block 30 - 32 months) effective from 17th
June 2005. The overall Project was scheduled to be completed by February
2008. Based on the current declaration by the EPC Contractor, the Project is
scheduled to be completed in August 2009 resulting in delay of around 18
months. In this context, the Petitioner would like to inform the Hon'ble
Commission that for the problems and the reasons beyond control, EPC
Contractor is in delay for completion of the Project. The commissioning
activities and trial operations are going on as per the revised schedule
provided by the EPC Contractor and depending upon the availability of gas,

" the COD for all three Blocks are expected on 10th June 2009,16th July 2009

and 15th August 2009 for Block 10, 20 and 30 respectively.

Most of essential non-EPC works like intake well, water pipeline, reservoir,
compound wall, roads, site office, Administration building, stores, workshop
etc. have been completed. However, some other Non- EPC works are in
progress.

3.2.1 Operation and Maintenance

The O & M activities of the Plant are to be carried out by the joint venture
titied “Torrent Power Services Private Ltd” formed by SIEMENS AG, Germany
and Torrent Group on a 50:50 participation basis. The Petitioner has entered
into O&M agreement with Torrent Power Services Private Limited. The
Petitioner has also entered into Long Term Supply Agreement (LTSA) with
Siemens AG, Germany for supply of critical spares including replacement of
critical components and Long Term Maintenance Agreement (LTMA) with
Siemens Limited, India for regular maintenance of the said machines.

’

CnorotV "
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3.2.2 Gas supply

The Project envisages usage of natural gas as fuel for power generation. The

Petitioner has executed Gas Sales and Purchase agreement [GSPA] as
follows:-

Table 4: Gas Sales and Purchase Agreemént

Company

Source

Quantity Period Comments Transportation
GAIL India PMT 28928 12 Gas supply is | By GSPL from
Fields MMBTU years ongoing. Take | ONGC, Hazira
(0.9 or pay liability | to Sugen

MMSCMD) applicable Project
Reliance D-6, 88387 From Supply of gas | By RGTIL from
Industries KG MMBTU 29/4/09 has Kakinada to
Limited Fields (2.75 to commenced. Bhadbhut and
| [RIL} MMSCMD) 31/3/14 Take or pay | thereafter by
liability GSPL from
applicable Bhadbhut to
Sugen Project

The above quantities will meet the requirement of First and Second Blocks.
Efforts are on to organise gas for the Third Block.

3.2.3 Gas Connectivity

The location of the Project amidst the gas network of Gujarat bestows on it a
strategic advantage in the sourcing of gas from various sources. The 24"
spur line connects the plant to the Mora-Sajod bi-directional natural gas
transmission pipeline of Gujarat State Petronet Limited (GSPL) at a distance
of approximately 20 kms from the Project Site. GSPL network is connected
to various gas sources including 1) Panna-Mukta-Tapti (PMT) Gas, 2) Shell
LNG, 3) PLL LNG, 4) RIL's KG6 basin Gas etc. The Petitioner has signed the
Gas Transportation Agreement (GTA) with GSPL and Reliance Gas

Transportation Infrastructure Limited (RGTIL) for transporting gas to the
Project site. ,

12



3.2.4 Power Evacuation System
The Associated Transmission System for the said Project is as follows:

(i) 3 Nos. of 220 KV Double Circuit Lines for connectivity to TPL - Surat
Distribution. The lines have been completed and are in operation. These

lines do not form part of Project cost as the same has been executed by
Surat distribution arm of TPL.

(ii) 1 No. of 220 KV Double circuit line to Kim substation of GETCO for

connectivity to State Network. The lines have been completed and are in
o_peration.

(iii) LILO on single circuit of 400 KV Vapi Jhanor line at SUGEN Switchyard
for connectivity to Regional Grid. The lines have been completed and are in
operation w.e.f. 2nd March 2009.

(iv) LILO on one circuit of Jhanor- Dehgaam 400 KV Double Circuit Line as a
temporary arrangement for additional connectivity to Regional Grid. This line _
is under construction. :

(v) 400 KV Double Circuit Lines to Pirana Substation of PGCIL through the
Pirana Substation of Torrent Power Limited which are envisaged to be built
by 2010 for permanent connectivity to Regional Grid. On completion of
construction of this line, the temporary arrangement of the Jhanor-Dehgaam
LILO will be removed.

The aforesaid evacuation system as mentioned in para 3.2.4 (iii)(iv) and (v),
is being built by Torrent Power Grid Ltd [TPGRILTD] which holds an Inter-
State Transmission licence issued by the Hon " ble Commission vide its Order
No. 97/2006 dated 22.3.2007.

3.2.5Bulk Power Transmission Agreement

The Petitioner has been granted Long Term Open Access (LTOA) for 500 MW
in the Regional Grid and the Bulk Power Transmission Agreement (BPTA) has
been signed between the Petitioner and PGCIL. As per the Agreement the
Petitioner is to share the Western Region Transmission Charges (WRTC)
including the charges for inter regional links to the extent of 500 MW. With
the implementation of this Agreement the Interstate Connectivity is in place
for the Project through the Gujarat state grid (consequent to CERC order no
58/2008 dated 7™ May 2008 on clarity of control area) for dispatch of Power
outside the State of Gujarat. This Agreement has come into effect from 1%
March 2009.

V. St
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3.2.6 Sale of Power

3.2.6.1

3.2.6.2

It is submitted that the power generated from the Project will be
sold to TPL's - Surat and Ahmedabad distribution areas to the
extent of 800 MW (net after auxiliary consumption). Erstwhile TPGL
had executed PPAs with erstwhile TPAEC and TPSEC for power sale
from the Project which were approved by Gujarat Electricity
Regulatory Commission (GERC) vide its order dated 23.12.2005 to
Petition no. 813/2004 and 814/2004. On amalgamation of TPGL,
TPAEC and TPSEC with TPL, the PPAs stand nullified. However,
GERC in its order 914/2007 dated 31.07.07 on Tariff for
Ahmedabad and Surat distribution arms of TPL has stated that even
though the PPAs are no longer in operation, the GERC will continue
to be guided by the principles enunciated in those PPAs.

In addition, TPL has entered in to long term Power Purchase
Agreement with PTC India Ltd (PTC) for sale of power up to 100 MW
power which then would be sold by PTC to Madhya Pradesh Power
Trading Company Ltd (MPPTCL), as the beneficiary. The residual
power would be sold by the Petitioner through short term bilateral
contracts and/or through Power Exchange etc.

O
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CHAPTER 4: PROJECT CAPITAL COST & FINANCING

This chapter deals with Project Capital Cost and its financing.

4.1

4.2

4.3

Project Capital Cost

It is submitted that the Project Capital Cost of the entire Project comprising
all three Blocks is assessed at Rs 3059 Crores out of which a sum of Rs
2727.76 Crores is already spent. The capital expenditure as on 31 March
2009 at Rs 2727.76 Crores is duly audited and the necessary certificate of
the Auditor is enclosed. This actual expenditure of Rs 2727.76 Crores is
funded by (i) Rupee Loan of Rs 1788.29 crores, (ii) Equity of Rs 777.60
crores and (iii) current liabilities of Rs 161.87 crores.

In Principle approval of Project Capital Cost

The Petitioner submits that vide its order no IA 80/2006 dated 26
September 2007, to Petition no. 154/2005, the Honourable Commission had
accorded in principle approval of Project Capital cost at Rs 3046.45 crores.

The said in principle approval of Project capital cost of Rs. 3046.45 crores
was based on the assumption that the Project would be completed in time.
However due to delay in Project execution and commissioning by around 18
months, the Project Cost is Rs 3059 Crores resulting in net increase by Rs
12.55 Crores, which is higher by only 0.4%.The revenue earned on sale of
infirm power has been applied against the cost of fuel while determining the
Project Capital Cost.

The Petitioner submits that it has received a sum of Rs 276.28 Crores from
Siemens, the EPC Contractor, towards Commissioning and Project execution
delay and the same is reduced from the Project Capital Cost. The Petitioner
would like to take the liberty to submit that even after considering the time
and cost overrun, the capital cost stands at Rs 2.67 crores/MW which is
highly competitive in comparison to other gas based Power Plants coming up
in the country. The Petitioner therefore submits that the Hon ble
Commission may in the light of the submission made in the Petition allow
the presently assessed Project Capital Cost.

Reconciliation of Project Capital Cost

The Petitioner submits that the Project Capital Cost, as approved by the
Hon " ble Commission is Rs 3046.45 crores. However, because of the delay in
implementation and commissioning by the EPC Contractor, there have been
time and cost overrun and the net additional impact of cost overrun is only
Rs 12.55 crores which is h|gher by only 0. 4% of the approved |n principle
Project Capital Cost.

O‘W"‘ﬂ/ | 15



Table 5: Reconciliation of Project Capital Cost of Rs 3,059 Crores vis a vis
approved in principle Project Capital Cost

Serial Cost Component Amount in Rs Crores
No
1 Project Capital Cost per in principle 3046.45
approval .
2 Add: Time and Cost Overrun due to
delay
Increase in IDC (including the increase 242.98

in ROI) & Financing Cost between
scheduled COD and expected COD
Increase in Overhead and 42.86
Establishment Cost between scheduled
COD and expected COD

Less: Amount received from EPC (276.28) 9.56
contractor :

3 Add: Increase in Pre commissioning 2.99
expenses etc
Project Capital Cost estimate for the 3059.00

purpose of Tariff

The said Project Capital Cost has been determined based on all expected
liabilities within the original scope of Work.

As may be observed, the amount received from Siemens as compensation
for Project implementation and commissioning delay has been netted out
against cost over run in (i) IDC & financing cost due to delay and increase in
the rate of Interest (ii) increase in overhead and establishment cost due to
delay leaving an unfavourable balance of approx Rs 9.56 crores which is
negligible. Additional costs due increase in Pre commissioning expenses etc
comes to Rs 2.99 Crores. The Petitioner would like to submit to the Hon ble
Commission that the net cost overrun of Rs 12.55 crores mainly due to delay
in COD of the Project be allowed in favour of the Petitioner.

4.3.1Interest during Construction

It is submitted that for working out the Interest during Construction the
gross loan disbursed, the rate of interest, etc have been considered as per

the provisions of the CERC (Terms and Conditions of Tariff) Regulations
2009.

The Petitioner further submits that the Company has made repayment of
loans prior to COD. As the repayment has been made from internal
resources of the Company, notional IDC has been added to the Project
Capital Cost so that the complete servicing of gross normative loan until
COD of each Block is ensured. While computing the notional Interest, ROI is
based on actual ROI applicable to each disbursement of Loan.

O™y,
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4.4 Financing Plan

4.5

[res

In September 2004, the consortium of Lenders, led by IDFC Ltd had
appraised the Project Cost at Rs 3096 crores and accordingly the lenders had
committed Rupee Debt of Rs 2167 crores The details of such financing tie
up are already provided in clause 20 of the petition 154/2005.

The debt arrangements are tied up with a consortium of financial institutions
and banks led by Infrastructure Development Finance Company Ltd (IDFC)
with other consortium members as below:

(i) Industrial Development Bank of India Limited (IDBI),
(ii) Power Finance Corporation Limited (PFC),

(iii) Punjab National Bank (PNB),

(iv) UCO Bank (UCO) and

(v) Canara Bank (CB)

The loan agreements have been executed and security created in favour of
lenders. The financial closure of the Project was achieved on 22nd
September, 2004. A brief summary of loan packages is provided below:-

Table 6: summary of loan packages
Rupees in Crores

Original Current

Approval _ Package
UCO Bank 300.00 296.40
Canara Bank 300.00 296.40
PFC 600.00 592.80
PNB 267.00 263.80
IDBI 300.00 296.40
IDFC Ltd 400.00 395.20

2,167.00 2,141.00

The current estimate of Project Capital Cost of Rs 3,059 Crores shall be
financed by Rupee Debt of Rs 2141 Crores and Equity of Rs 918 Crores on
Debt Equity ratio of 70:30. '

Additional Capitalization

The Petitioner is not submitting any claim for additional Capitalization along
with this Petition as the Petitioner expects that the balance of Project Capital
Cost to be incurred by COD of the Third Block. However the Petitioner seeks
the liberty to consider any undischarged liabilities for the works already
executed by COD of Third Block or any expenditure to be incurred for the
work which is continuing or / taken up after COD of Third Block though

projected to be incurred before that date may be treated as the additional

capitalization for the purpose of this Tariff application.
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CHAPTER 5: TARIFF DETERMINATION

This section of the of Petition contains computation of annual fixed cost and
energy charges from FY 2009-10 to FY 2013-14 in terms of the CERC
Regulations 2009 and principles enunciated by the Hon ble Commission for
determination of Tariff for SUGEN 1147.5 MW power Plant.

5.1 Operating Norms

The Tariff proposal is based on the foIIowmg operational norms as per CERC
Regulations 2009:-

Table 7: Normative Operating Parameters of the Project

_— Normative
Description Parameters
Target NAPAF for recovery of
fixed charges and for % 85
incentive
Gross Station Heat
Rate(Combined Cycle)[based
on guaranteed heat rate kCal / kWh 1853.88
which is duly adjusted for
inlet air cooling]
Auxiliary Energy Consumption

% 3
(Combined Cycle)

5.2 Determination of Annual Fixed Cost

The Annual Fixed Cost are an aggregate of cost estimates on following
items:

5.2.1 Return on Equity (Adjusted for tax)

5.2.2 Interest on Loan

5.2.3 Depreciation

5.2.4 Interest on Working Capital

5.2,5 Operation and Maintenance (O&M) Expenses

5.2.1 Return on Equity

(a) Clause 15 of the regulations provides that in the case of Generating
Company paying MAT @11.33%, the ROE should be 17.481%
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(b) Accordingly ROE has been worked out based on the projections that the
Project would be under MAT during Tariff Period.

(c) During FY 2009-10 the ROE is computed on prorata basis.

(d) The ROE for each year of the Tariff Period is as given below:-

Table 8: Return on Equity
Rupees in Crores

Particulars FY 2009-10 | FY 2010-11 | Fy 2011-12 | FY 2012-13 | FY 2013-14
Capital
Cost 3,059.00 3,059.00 3,059.00 3,059.00 3,059.00
Notional
Equity
(30%) 918.00 918.00 918.00 918.00 918.00
Return on
Equity (%)
(Base Rate) 15.50 15.50 15.50 15.50 15.50
Tax Rate
(%) 11.33 11.33 11.33 11.33 11.33
Rate of Pre
Tax Return
on Equity
(%) 17.481 17.481 17.481 17.481 17.481
Return on
Equity 114.311 160.475 160.475 160.475 160.475

5.2.2 Interest on Loans
(a) Clause 16 of regulations provides as under

i. The rate of interest on loan shall be the weighted average Rate of
interest (ROI) calculated on the basis of actual loan portfolio at the
beginning of each year applicable to the Project.

ii. Notwithstanding any moratorium period availed by the generating
company the repayment of loan shall be considered from the year of
COD of the Project and shall be equal to the depreciation allowed
during the year.

iii. The Interest on Loan shall be calculated on the average normative loan
of the year by applying aforesaid weighted average rate of interest.

(b) On the basis of the rate of Interest (including Interest rate on reset
dates in FY 2012-13 and 2013-14) applicable to actual loan portfolio of
the Project at the beginning of each year, the weighted average rate of
Interest has been calculated. The Weighted Average ROI on actual loans
for each year of the Tariff period is as below:-
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Table 9: Weighted average ROI on actual loans

FY 2009-10

FY 2010-11

FY 2011-12

FY 2012-13

FY 2013-14

ROI

10.40%

10.40%

10.40%

11.40%

10.80%

(c) The Petitioner submits that it is liable to pay Interest at the Interest
Rate (including interest resets) applicable as per the Loan agreement.

(d) The gross loan outstanding as on the projected COD has been worked

out as if no repayment has been made and is equal to the gross drawal
up to COD of the Project.

(e) Thereafter calculations of Interest on normative loans are derived.

(f) Depreciation amount for respective financial year has been considered
as the annual repayment of normative loan for the year.

(g) Based on the application of weighted average rate of interest as at the
beginning of the each year on the average normative Loan of the year
during the Tariff Period, interest on Loan is as follows:-

Table 10: Interest on Loan

Rupees in Crores

Particulars

FY 2009-10

FY 2010-11

FY 2011-12

FY 2012-13

Gross
Normative
Loan -
Opening

2,141.00

2,025.97

1,872.30

1,718.64

FY 2013-14

1,564.97

Repayments
of Normative
Loans during
the vear

115.02

153.67

153.67

153.67

153.67

Net
Normative
Loan -
Closing

2,025.97

1,872.30

1,718.64

1,564.97

1,411.30

Average
Normative
Loan

2,083.49

1,949.14

1,795.47

1,641.80

1,488.13

Weighted
average Rate
of Interest of
actual Loans
at the
beginning of
the year

10.40%

10.40%

10.40%

10.80%

11.40%

Interest on
Normative
Loan

154.30

202.64

186.67

177.26

169.59

Ohersi®
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5.2.3 Depreciation

(a) The value base for the purpose of computation of Depreciation is the
Project Capital cost.

(b) Depreciation on estimated cost of assets has been calculated based on
straight line method over the useful life of the asset and at the rates
prescribed under Appendix III of CERC (Terms & conditions of Tariff)
Regulations 2009.

(c) Land is not depreciable asset and has been excluded from the Capital
cost for purpose of computing depreciation.

(d) Depreciation has been computed from the first year of COD i.e. 2009-
10.Since the operation is expected to start in the midst of the year the
same is considered on prorata basis for FY 2009-10.

(e) The Petitioner submits that based on estimated capital value of assets
the weighted average Depreciation rate for FY 2009-10 works out to
5.304% and for FY 2010-11 to FY 2013-14 works out to 5.052% and
the same is considered for purpose of computation of Annual Fixed Cost.

The calculations for depreciation are part of the Appendix 1. Based on the
above Principle, Weighted average depreciation rate and Depreciation
amount for each year of the Tariff Period are as below:-

Table 11: Weighted average depreciation rate and Depreciation amount
Rupees in Crores

Particulars FY 2009-10 | FY 2010-11 FY 2011-12 FY 2012-13 | FY.2013-14

Gross block on
/15 April 110.04

Addition during
the year on COD
of Project 2,948.96

Opening Gross
on 15 April [Post
COD] 3,059.00 3,059.00 3,059.00 3,059.00 3,059.00

Less: Freehold
Land 14.50 14.50 14.50 14.50 14.50

Less: Temporary
Works 2.85 2.85 2.85 2.85

Net block on 1%
April [Post COD] 3,044.50 3,041.65 3,041.65 3,041.65 3,041.65

Weighted
average
Depreciation ,
Rate (%) 5.304% 5.052% 5.052% 5.052% 5.052%

Depreciation
Amount 115.02 153.67 153.67 153.67 153.67

s
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5.2.4 Interest on Working Capital

(a) The interest on working capital has been worked out as per the norms in
the CERC Regulations 2009. The following have been considered for
determining the base for working capital in a year:

i.Fuel cost: Fuel Cost is based on fuel for one month corresponding to
the normative annual plant availability factor (NAPAF), duly taking
into account mode of operation of the generating station on gas fuel.
A statement showing the fuel cost for .one month corresponding to
NAPAF for each year of the Tariff Period is as below:-

Table 12: Fuel Cost for one month corresponding to Normative Annual Plant
Availability Factor (NAPAF)

Rupees in Crores

FY 2009- FY 2010- FY 2011- FY 2012- FY 2013-
10 11 12 13 14
Fuel Cost :
[1
month] 166.22 166.22 166.22 166.22 166.22

ii.Maintenance spares: This is based on @ 30% of estimated
operation and maintenance expenses. A statement showing the

amounts regarding maintenance spares for each year of the Tariff
Period is as below:-

Table 13: Maintenance Spares [30% of estimated O&M Expenses]
Rupees in Crores
FY 2009-10 | FY 2010-11 | FY 2011-12 | FY 2012-13 | FY 2013-14

Maintenance
Spares

[30% of O&M ,
Expenses] 87.23 89.41 90.89 88.81 91.43

iii.Receivables: Based on CERC Regulations 2009, receivables amount
will be equivalent to two months of capacity charge and energy
charges calculated on NAPAF. The receivables have been worked out
on the basis of two months of capacity and energy charges. A
statement showing the receivables being part of computation of

working capital for each year during the Tariff Period are tabulated
below: - ‘

Table 14: Receivables component of working capital
Rupees in Crores
FY 2009-10 | FY 2010-11 | FY 2011-12 | FY 2012-13 | FY 2013-14

Receivables [2 _
months] 458.47 465.36 482.30 491.37 502.13

’ 0\»"‘3‘/
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iv. O&M Expenses Operation and maintenance expenses are based on
one month’s estimated O & M expenses. The year wise break of O&M
expenses for the purpose of computation of Working Capital during
the Tariff Period are as below:-

Table 15: O&M Expenses for one month for working capital
Rupees in Crores
FY 2009-10 | FY 2010-11 | FY 2011-12 | FY 2012-13 } FY 2013-14

O&M Expenses
[1 month] 24.23 24.84 25.25 24.67 25.40

- (b) Working Capital Margin: While awarding the in principle approval of
Project Capital Cost, vide order dated 22nd August 2006 to Petition No
154/05 the Hon ble Commission has stated “As per the 2004
regulations, working capital margin is not a part of the Project cost and
hence to be separately dealt with.” Accordingly working capital margin
(WCM) of 25% (ie Rs 184.04 crores) is to be financed from equity with
ROE on such WCM considered as interest. The interest on balance 75%
of working capital shall be based on SBI PLR as on 1st April 2009.

(c) Based on the above, Interest on Working capital for Tariff Period has
been calculated as under:-

Table 16: Interest on Working Capital
Rupees in Crores
FY 2009-10 FY 2010-11 FY 2011-12. FY 2012-13 FY 2013-14

Fuel Cost 166.22 166.22 166.22 166.22 166.22
O&M Expenses 24.23 24.84 25.25 24.67 25.40
Maintenance Spares 87.23 89.41 90.89 88.81 91.43
Receivables 458.47 465.36 482.30 491.37 502.13
Total Working

Capital 736.14 745.83 764.65 771.07 785.17

Working Capital
Margin [25% of A]
JWCM] 184.04 184.04 184.04 184.04 184.04
Working Capital
other than WCM
75% 552.11 561.79 580.62 587.03 601.14
Rate of Interest [SBI
PLR as on 1st April
2009] 12.25% 12.25% 12.25% 12.25% 12.25%
Interest on 75% of :

total working capital
[considered @ SBI
PLR] 48.18 68.82 71.13 71.91 73.64

Interest on 25%
Working Capital
Margin [considered
@ ROE] [B] 22.92 32.17 32.17 32.17 32.17

Total Interest on
Working Capital
A+B] 71.09 100.99 103.30 104.08 105.81
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5.2.5 Operation &Maintenance Expenses

(a) The Petitioner would be using advance class gas turbines [equivalent to
F class]in single shaft configuration with high operating efficiency and
low NOx emissions with model code ‘SGT5 4000F (earlier model
number V94.3A) supplied by Siemens AG Germany which provides the
Petitioner a Project with state of the art Technology. These Gas Turbines
are installed for the first time in India and the main features of the .
machines are high reliability at competitive performance, higher thermal
efficiency and low environmental emissions. These gas turbines and its
auxiliaries constitute the heart of the CCPP. Critical success factor for
performance of these machines are dependent on the receiving of
spares and after sales service of Gas Turbine by skilled manpower with
specialised technical knowledge from OEM supplier over a long period.
Since the machines are being handled for the first time in India, the
Petitioner has made arrangements for supplies of Spares and servicing
of the machines with Siemens, the OEM, on a time bound basis and the
fact that such arrangement is envisaged was already submitted before
Hon " ble Commission vide Petition no 154/2005.The relevant clause 31
of the Petition 154/2005 dated 14th December 2005,reads as follows:
“A joint venture has been formed by the Torrent group with Siemens AG
for providing operation and maintenance services of the.Project thereby
ensuring uninterrupted supply of quality power to the Off takers. TPGL
proposes to enter into a Long Term Services Agreement (LTSA) which
would enable the company to receive after sales services of the Gas
Turbine (GT) over a long period. The LTSA would take care of the
specialised maintenance requirements of the Gas Turbine which require
periodic services of the manufacturer for carrying out various
inspections.” :

I.With this background, a Joint venture has been formed by the
Torrent Group with Siemens AG for providing operation and
maintenance services of the Project thereby ensuring
uninterrupted supply of quality power to the off takers. The
Petitioner has entered into Long Term Supply Agreement (LTSA)
with Siemens AG, Germany for supply of critical spares including
replacement of critical components and Long Term Maintenance
Agreement (LTMA) with Siemens Limited, India for provision of
skilled manpower with specialised technical knowledge. These
Agreements would take care of the specialised maintenance
requirements of the Gas Turbines as per manufacturer’s
recommendations which would have a large impact on the
operating efficiency of the machines on ‘a continuous basis. The
pricing for LTSA & LTMA is based on the bids submitted by
Siemens Consortium in International Competitive Bidding [ICB]
process ‘for the EPC scope, based on which EPC Contractor was
selected on lowest cost basis.
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(b)

(c)

(d)

(e)

In the CERC (Terms and Conditions of Tariff) Regulations 2009, the
Honble Commission has prescribed normative O&M expenses per MW
[for gas based stations] for the Tariff period 2009-14.Such normative
levels are provided generally and are not provided specifically for plants
with advance class gas turbine. It may be noted that F class gas
turbines with unit size more than 260 MW have not been in continuous
operation in the country and accordingly no experience has been
gathered for O&M expenses for the same and therefore it is difficult to
draw parallel of the same including in terms of cost with the existing gas
turbines.

As the critical parts and services are being sourced from the OEM
suppliers with proprietary know how, such spares and services are
costlier in comparison to older models. Moreover a major part of such
components and spare parts cost are payable in foreign exchange
whose stiff increase vis a vis rupee has impacted the O&M expenditure.
The Petitioner humbly submits at this stage that the Project Capital Cost
per MW despite substantial delays is at Rs 2.67 Crores/MW which is
highly competitive.

The Petitioner humbly states that inter alia because of the
difference in technology, the nature of critical spares and
components, and the specialised maintenance services that are
required from OEM suppliers; it would be difficult to apply/adopt
the normative O&M expenses as per CERC Regulations 2009 for
these classes of machines.

Accordingly the Petitioner respectfully submits to the Hon ble
Commission that the O&M expenses as estimated in Table 17 be
allowed. ' '

Table 17: Estimated Operation arid Maintenance expenses for the period FY

2009-10 to FY 2013-14
Rupees in Crores

FY 2009-10

FY 2010-11

FY 2011-12

FY 2012-13

FY 2013-14

o&M
Expenses

207.11

298.04

302.97

296.02

304.77

2 5aas%
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5.2.6 Annual Fixed Cost

The summary of the requirement of recovery of estimated Annual Fixed
Cost for the financial years from 2009-10 to 2013-14 is as under:-

Table 18: Summary of the requirement of recovery of estimated annual fixed cost
for the FY 2009-10 to FY 2013-14

Rupees in Crores

2009-10 2010-11 2011-12 2012-13 2013-14
ROE 114.311 160.475 160.475 160.475 160.475
Interest on
Loan Capital 154.30 202.64 186.67 177.26 169.59
Depreciation 115.02 153.67 153.67 153.67 153.67
Interest on ‘
working capital 71.09 100.99 103.30 104.08 105.81
oO&M
expenses 207.11 298.04 302.97 296.02 |- 304.77
Total 661.84 915.81 907.08 891.51 894.32

The Petitioner craves the liberty of the Hon'ble Commission to approve the
estimated O&M expenses keeping in view the fact that these expenses are
necessary for advance class gas turbines which are used for the first time in
India.
5.3 Determination of Energy Charge Rate (ECR)
(a) The Plant uses natural gas as fuel for power generation and the
Petitioner has secured the gas requirement for first two Blocks of the

Project from national level organizations including RIL and GAIL and
is in the process of sourcing gas for the Third Block.

(b) The Gas Transportation Agreement has also been executed with
Gujarat State Petronet Limited for delivering gas at the plant site and
with RGTIL for taking delivery of KGD6 gas from Kakinada.

(c) The Petitioner has considered the landed cost at US$ 5.72 per
MMBTU for the FY 2009-10 and FY 2010-11 , US$ 5.88 per MMBTU
for FY 2011-12 , US$ 5.91 per MMBTU for FY 2012-13 and FY 2013-
14. The landed cost includes transportation, sales tax and other
incidental expenses. The exchange rate is assumed as given in table
below. The estimated energy charges during the, Tariff period are
given in table 19. '

(d) The cost of gas is based on the gas already sourced (from
PMT & KG-D6 gas fields) and the gas expected to be sourced
(from KGD6 gas field). In the event the balance gas i e for
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Third Block

is secured from sources other than KG D6 gas

fields, the estimated cost of gas would be different, which
would be chargeable as allowed under CERC (Terms and
Conditions of Tariff) Regulations, 2009

(e)

The Petitioner proposes to claim energy charges including variations

in fuel cost, fuel transportation cost, exchange rate etc on a monthly
basis as allowed and as per Clause 21 of CERC (Terms and
Conditions of Tariff) Regulations, 2009

()

based on normative parameters are as below.

The total energy charges for ex bus energy scheduled to be sent out

Table 19: Summary of determination of energy charge rate (ECR) for the FY
2009-10 to FY 2013-14

FY 2009-10

FY 2010-11

FY 2011-12

FY 2012-13

FY 2013-14

Gross
Station
Heat Rate
(kCal/kWh)

1,853.88

1,853.88

. 1,853.88

1,853.88

1,853.88

Gross
Generation
(Mus)

6,086.34

8,544.29

8,544.29

8,544.29

8,544.29

Net
generation
(MUs)

5,903.75

8,287.96

8,287.96

8,287.96

8,287.96 |

Heat Value
(mkCal)

11,283,323.56

15,840,050.38

15,840,050.38

15,840,050.38

15,840,050.38

Gas Price
(USD /
MMBTU)

5.72

5.72

5.88

5.91

5.91

usb
conversion
rate

50.67

52.19

53.76

55.37

57.03

Conversion
Factor
(MMBTU -
kCal)

252016.00

252016.13

252016.13

' 252016.13

252016.13

Gas Price
(Rs / kCal)

0.001150056

0.001184557

0.001254222

0.00129844

0.001337393

Total Gas
cost (Rs.

Cr)

1297.64

1876.34

1986.69

2056.73

2118.44

Energy
Charges
(Paise/
kWh) at ex
bus

219.80

226.39

239.71

248.16

255.60

»
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5.4 Miscellaneous Issues

I.Clean Development Mechanism Benefits
As per the Regulation 36 “Sharing of CDM benefits” of Central Electricity
Regulatory Commission (Terms and Conditions of Tariff) Regulations
2009, the proceeds of carbon credit from approved CDM project shall be
shared in the following manner, namely- (a) 100% of the gross
proceeds on account of CDM to be retained by the Project developer in
the first year after the date of commercial operation of the generating
station or the transmission system, as the case may be; (b) in the
second year, the share of the beneficiaries shall be 10% which shall be
progressively increased by 10% every year till it reaches 50%, where
after the proceeds shall be shared in equal proportion, by the

generating company or the transmission licensee, as the case may be,
and the beneficiaries.

The Petitioner is a registered CDM Project and undertakes to share the
proceeds of the CDM benefits as and when realised in the aforesaid
manner with the beneficiaries.

L 4
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6.1

6.2

6.3

6.4

6.5

6.6

6.7

CHAPTER 6: SUMMARY

Torrent Power Limited, SUGEN 1147.5 MW POWER PLANT (Petitioner) is
fiing the Petition in Appendix 1 to CERC Regulations 2009 for
determination of Tariff based on capital expenditure projected to be
incurred and the annual Fixed Cost and energy charges for the Tariff
period from COD of Block 10 (First Block) to 315 March 2014.

Project is comprised of 3 Blocks of 382.5 MW each, of which First Block is
expected to achieve COD very shortly and the other two Blocks are
expected to achieve COD within next 3 months.

Project Capital Cost

6.3.1 The Project Capital Cost is assessed at Rs 3059 crores. The Hon' ble
Commission had earlier approved in principle Project Capital Cost at
Rs 3046.45 crores vide order no IA 80/2007 to Petition no. 154/05.
There has been delay in execution and commissioning of the
Project by the EPC contractor by around 18 months, and inspite of
such delays the Project Capital Cost of Rs 3059 crores is higher by
only 0.4% as compared to the approved in principle Project Capital
Cost. The Capital cost stands at Rs 2.67 crores/MW which is highly
competitive in comparison to other gas based power plants.

6.3.2 The Project Capital cost is to be financed by Rupee Loan of Rs 2141
Crores and equity of Rs 918 Crores in Debt equity ratio of 70:30.

6.3.3 The Petitioner humbly submits that the Hon' ble Commission may

be pleased to accord approval to the Project Capital Cost of Rs
3059 crores.

The ROE is considered at 17.481%, considering the base rate of 15.50%
and MAT of 11.33%.

The Tariff proposal is based on the normative operative parameters as
per CERC Regulations 2009.

The Petitioner is submitting details of Annual Fixed Cost and Energy
charges in Appendix 1 for determination of Tariff for the Tariff period for
approval by the Hon ' ble Commission. The Petitioner humbly submits that
the formats provided along with the CERC (Terms & Conditions of Tariff)
Regulations 2009 dated 19" January 2009 have been filed in and
enclosed at Appendix I to the application.

The Petitioner respectfully submits that:

6.7.1 The Gas turbine of the Project is based on advance class gas
turbine [F class] having Block capacity of 382.5 MW (aggregating to
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1147.5 MW for 3 Blocks) and is introduced for the first time in the
country.

6.7.2 The normative O&M cost as per CERC Regulations 2009 is provided
. generally and the Regulations do not provide O&M cost for Advance
Class machines. Since this is a new technology, critical parts and
components along with skilled manpower having specialised
technical knowledge are to be availed from the OEM only, resulting

in higher estimated O&M cost which is higher than the normative
O&M cost.

6.7.3 The Petitioner respectful.ly submits that such estimated O&M cost
be allowed.

6.8 The Petitioner respectfully submits the Energy Charge Rate (ECR) in
Rupees per KWH is calculated on ex bus bar basis and is based on the
normative operating parameters prescribed under CERC Regulations 2009
and is part of Appendix 1 to the Tariff Petition.

6.9 The Petitioner also submits that the complete application has been posted
at its website www. torrentpower.com.

Oiovoivmy
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CHAPTER 7: PRAYER

The present Petition is submitted to the Hon ble Commission for
determination of Tariff. In view of the facts and circumstances as
aforesaid, the Petitioner prays to the Hon'ble Commission that it may be
pleased to:

a) Approve the Project capital Cost at Rs 3059 crores for SUGEN
1147.5 MW Power Plant.

b) Approve the Tariff for SUGEN 1147.5 MW Power Plant for Tariff
Period (FY 2009-10 to FY 2013-14) as per Tariff Filing Forms in

Appendix I for the proposed sale of power to the respondents.

c) Allow the estimated Operation & Maintenance cost as mentioned in
Para 5.2.5 (e) above.

d) Approve recovery of filing fees of this petition from the
respondents.

e) Allow any other relief and/or pass any other order as Hon'’ble
Commission may deem fit and appropriate under the circumstances
of the case.

f) Allow additions/ alterations/ changes/ modifications to the Petition
at a future date

g) Condone any inadvertent omissions/ errors/ differences/
shortcomings.

Place : Surat PETITIONER

Date : 8% June 2009
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