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Provisional Tariff of Obra-C Thermal Powear Station of UPRVUNL

THE UTTAR PRADESH ELECTRICITY REGULATORY COMMISSION
LUCKMOW
Potition No. 1991 of 2022

QUORUM
Haon’ble Shrl Arvind Kumar, Chairm_an
Hon’ble Shri Vinod Kumar Srivastava, Member (Law)

Hon’ble Shri Sanjay Kumar Singh, Member

IN THE MATTER OF

Petition under Section 62 and 86(1) of the Electricity Act 2003 together with
relevant provisions of the UPERC (Conduct of Business) Regulations, 2012 and the
UPERC (Terms and Conditions of Generation Tariff) Regulations, 2019 for approval
of provisional Capital Cost, Annual Revenue Requirement & determination of
provisional tariff in respect of 2X660 MW Obra ‘C’ Thermal Power Station of
UPRVUNL.

AND

IM THE MATTER OF

U.P. Rajya Vidyut Utpadan Nigam Lid. (UPRVURNL),

14th Floor, Asholk Marg, Shakti Bhavan, Lucknow-226001 v Petitioner

VERSUS

i. U. P. Power Corporation Ltd. {UPPCL),
Shakti Bhawan, 14-Ashok Marg Lucknow-226001

2. Madhyanchal Vidyut Vitran Nigam Ltd, (MVVNL),
4-A, Gokhle Marg, Lucknow-226001

3. Poorvanchal Vidyut Vitran Nigam Lid. (PuWNL),
DLW, Bhikharipur, Varanasi-221004 /ﬂ" g
o
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Provisional Tariff of Obra-C Thermal Power Station of UPRVUNL

1. BACKGROUND
1.1 Background as submitted by the Petitioner:

1.1.1

1.1.2

1.1.3

The Petitioner, UPRVUNL is a “Generating Company” as defined under Section
2(28) of the Electricity Act, 2003. The instant Petition has been filed for
determination of Provisional Tariff of the 2X660 MW Obra-C Thermal Power
Station (TPS) situated at Obra town of Sonebhadra District in Uttar Pradesh.

The PPA dated 16.01.2013 executed between UPRVUNL and UPPCL was
approved by the Commission vide its Order dated 21.02.2014 in Petition No.
880/2013.

The Ministry of Environment, Forest and Climate Change accorded
Environmental Clearance to the project under the provisions of
Environmental Impact Assessment (EIA) Notification dated 14.09.2006 and
subsequent amendments therein vide letter dated 26.10.2016. The Detailed
Project Report (DPR) of the project was prepared by National Thermal Power
Corporation Ltd. As per PPA dated 16.01.2013, SCOD was 31.08.2017 &
28.02.2018 for Unit I & II respectively of Obra-C TPS.

1.2 Prayers:

1.2.1

The Petitioner has made the following prayers:

a) Approve the provisional Capital Cost.

b) Approve the provisional tariff with effect from the COD, as per appendix
attached with the Petition.

c) Permit recovery of Statutory charges like water cess, water cost, payment
to Pollution Control Board, rates and taxes, Regulatory fees, Tax on
Income, Forest cess, Pay Commission revision impact, other fuel related
costs, station supplies, lubricants and consumables critical to the
generating stations, Gratuity and Provident fund, fees payable to
UPERC/CERC/CEA/UPSILDC and any other payment made to fulfil
statutory requirements on actual basis.

d) Condone any inadvertent omissions/errors/shortcomings and permit to
add/change/modify/alter/clarify this filing and make further submissions
as may be required at a future date; and

- e) Permit recovery of expenses understated/ not considered in this Petition
subsequent o the submission of this Petition.
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Provisiona! Tariff of Obra-C Tharmal Power Station of UPRVUNL

submissions of Petitioner in the Petition.

A. Capitat Cost

1.2.1 The scheme was approved by the BOD of the UPRVUNL at the 1827 meeting

dated 14.05.2012. The scheme was accorded approval of the Government of
Uttar Pradesh vide letter no. 1651/24-1-12-1534/2012 dated 31.07.2012, the
anproved initial estimated cost of the said project was Rs. 3,777.71 Cr.

1.3.2 There was revision in the project cost by Rs. 1,638.29 Cr. on account of prices

obtained in the bidding process and thus, project cost was revised to Rs.
10,4186.00 Cr. The revised cost was approved by the BOD of the UPRVUNL at
the 165™ maeting dated 14.05.201€. The revised cost was zocorded approval
of the Government vids letter no 2832/24-1-2015-02354/2016 dated
24,11.2018,

1.3.3 Further, the additional axpenditure of Rs. 1,288.85 Cr. was necessitated on

account of Goods and Services Tax {GST) impact, Price Variation, mandatory
Corporate Environment Responsibility {CER), Railway siding, start-up fuel,
new Ash Dvke construction & lend Acguisition etc. The revizsed cost with
additional work & expenditure was approved by the BOD of the UPRVUNL at
the 202™ meeting dated 25.02.2022. The additional expenditure to the tune
of Rs. 1,289.85 Cr. in respect of above works/factors was approved by the
Government of Uttar Pradesh vide Letter Ne.1540/24-1-2022-2354/2016
dated 10.11.2022. Thus, the overall project cost further increased from Rs.
10,416.00 Cr. to Rs.11,705.85 Cr. The details of the estimated cost and
further revised cost approval are provided in tabular form as follows:

Sk Pardculiare &oproval of the | Appraval of the ATNIOLIOT
No. ek Bol of UPRVLUINL Autheriy {fs. Cr.}
Letier No.
- I 152 meating 1654/24-1-12- .
1 | Original Project Cost | ien 14.09.2012 | 1534/2012 deted | 5177772
31.07.2012
Letter No.
Cost revision due to - ; 5.@?2‘;? ] e 15
2 | prices obtained in 165% meeting | 2532/24-1-2L10- 1}y 434 5
biddi ] dated 14.09.2616 | 2354/2016 dated !
idding process 94 11,7015
Additional Expenditure
on account of GST | stber
. et P bl bt
3 {hggag; ii;[;e ;g;qauon, 202" meeting No.1540/24-1~ | 289 85
CER, Rafway SIGING, 1 gavaq 25.02.2022 | 2022-2354/2016 | 5
start-up fuel, new Ash it
- . P dated 10.11.2042
Dyke construction &
Land Acguisitior efc.
4 Total Ravised Project Cost 11, 705.85
Accordingly, the Petitionar has reggésted;ghe Commission to consider and
approve the revised project Cosge s | 25 Cr. @s estimated in the

above tabie,
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Provisional Tariff of Obra-C Thermal Power Station of UPRVUNL

B. Gross Fixed Assels (GFA):

1.3.4 As per Regulation 15(2), 15(3) and 15(4) of the Generation Tariff Regulations,
2019, the Petitioner has considered GFA balance as on 31.12.2022 based on
the Statutory Auditor's certificate dated 15.03.2023 with actual expenses.
Further, expenditure up to COD and additional capitalization may be allowed
in accordance with the approved project cost during final tariff determination.
The following table depicts the GFA balances as on 31.12.2022.

Si. Mo. Particulars FY 2023-24
1, Opening GFA (Z Crore) 8,697.80
2. Capitalization -
3. Deletions -
4, Closing GFA (¥ Crore) 8,607.80

€. Depreciation:
1.3.5 The calcuiation of the depreciation as per Generation Tariff Regulations, 2019
is depicted in the table below:

(¥ Crore)
Sl Mo, Particulars FY 2023-24
1. Opening GFA 8,697.80
2. Closing GFA 8,697.80
3. Average GFA 8,697.80
4. Weighted Average Rate of Depreciation 5.23%
5. Net Depreciation {for the period) 454,92

D. Operation and Maintenance (O&M)} Expenses:

1.3.6 The Petitioner has computed the O&M expenses as per the norms specified in
the Regulation 24(iv) of the Generation Tariff Regulations, 2019. The O&M
expenses proposed as per Generation Tariff Regulations, 2012 are as
tabulated below:

{¥ Crore)
Particulars FY 2023-24
Capacity of the Station (MW) 1,320
Norms for O&M Expenses (Rs. Lakh/MW) 23.26
G&M Expenses (Rs. Cr.) 387.03

Further, Regulation 24{iv)(f) & (h) states that the expenses on account of
water charges and capital spares shall be paid additionally at actuals subject
to prudence check and the same shall be claimed at the time of Truing up.

E. Means of Finance:
1.3.7 The Petitioner has considered the debt-equity of 70:30 as envisaged in DPR.
Accordingly, the GFA and its financing is tabulated below:

(% Crore)
Sk Mo. e o-lMeans of Finance 2023~24
ing GRA, 8,697.80

1. (}éé‘
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provisiona! Tarifi of Qbra-C Thermsa! Power Station of UPRVUNL

S1. No. fMeans of Finance v Ryt

2. Additions 0,06

3. Celetions .00

s Closing GFA 3,697.80
Mormebive Equily {30%)

5. Financing:

&, Opening Equity 2,508.34

7. Additions 0.00

. Closing Equily R EDG. TS
HMormeihve Dobi (7095

o, Opening Debis 5,088.46

ig, | Additions i 0.00

ii. LLess: Depreciation {normative repayment} | (454.92)

12, | Closing Debts | 5,833,584

F. Return on Eguity (RoE)

1.2.8 The opening Equity base for coamputation of RoE has been
of the total expenditure incurred til 31.12.2022 and &
below provides the summary of RoE:

nsidered as 30%
j: gly, the table

o o}

Co

&1, No. Pariiculars EOR Ik
1. Opening Equity 2,609.34
2. Ldditions -
3, wiosing Equity 2,608,244
4. Rate of Return on Equity (%) 15.00
B, Allowabie Rek BOL.LC

&. Interest on Loan:

1.3.9 The Petitioner has considered normative loan as 70% of the GFA and has
accordingly, computed Interest and finance charges for the FY 2023-24. The
Petitioner has availed loans from REC for financing the project. The Petitioner
has considered depreciation during the vear as nermative loan repayment.
The Betitioner has further considered its actual loan portfolic as on 31.12.2022
for computation of weighted average interest rate., Summary of actual loan
sanctioned and total drawi up to 31.12.2022 is provided in «he below table:

CE Lyored
Sl Mo, Pariicuiars FUEC
i Actual Loan Sanctioned 5,144.00
2 Loan Addition due to revised Capital Cost 1,148.80
3 Total Lean Sanctioned 7. 280.80
G Amount of Gross Loan drawn : 5715.65
5 Interest {Annually) | 60B.74
& | Weighted average Rate of Inte ,et‘?q -ua}}\ | 10.65%
A

/@ . “\'.?
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Provisional Tanff of Obra-C Thermal Power Station of UPRVUNL

1.3.1C The Petitioner has requested the Commission to consider and approve the
weighted average rate of interest as 10.65% for computing the Normative
Interest on Loan for the FY 2023-24. Accordingly, interest on loan capital has
been worked out as per table below:

{ZT Crore)
Si. No. Particulars 2023-24
1. Opening Debts 6,088.46
2. Additions 0.00
3. Less: Normative repayment (454.,92)
4, Ciosing Debis 5,623.54
5. Average Debt 5,861.00
6. Weighted average Rate of Interest 10.65%
7. Interest on Lean 624.20

H. Interest on Working Capitak:

1.3.11 The Obra-C being an upcoming project, landed fuel cost & its GCV of Obra-B
has been considered for computation of interest on working capital as per
the applicable interest rate and principals provided in Regulation 24(v) of the
Generation Tariff Reguiations, 2019. The summary of Interest on Working
Capital is as follows:

{¥ Crore}
Sl No. Particulars 2023-24
1. Cost of Coal towards Stock (10 days, Pit Head) 46.66
2. Cost of Coal towards 30 days advance payment 139.99
3. Cost of Main Secondary Fuel Oll 8.03
4., Total fuel Cost 194.G68
5. Liquid Fuel Stock 0.00
8. G&M Expenses 25.52
7. Maintenance Spares 61.41
8. Receivables A44.47
a, Total Working Capital - 726.14
10. Rate of Interest 10.50%
ii. Interest on Working Capital 76.24

I. Statutory Charges:
1.3.12 The Petitioner has further requested the Commission to kindly consider &
allow recovery the Statutory charges like water cess, water cost, payment

to Pollution Controf Board, rates and taxes, Regulatory fees, Tax on Income,
Forest cess, Pay Commission revision impact, other fuel related costs,
station supplies, lubricants and consumables critical to the generating
stations, Gratuity and Provident  fund, fees payable to
UPERC/CERC/CEA/UPSLDC and any othern 3 ment made to fulfil statutory
requirements on actual basis. “‘3""’9

"\-—_f: '\_ :

1.4 Record of Proceedings
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4.4 The Cormnmission heard the matter on 08.08.2022, 30.10.2023, and

23.11.2023. buring the hearing dated (8.08.2023, the Comnission aliowed
thme to UPPCL to file its reply with a copy to the UPRVUNL o file its rejoinder.
UPPCL filed its reply on $3.10.2023.

1.4.2 The Commission adjcurned the hearing dated 31.10.2023 on the request of

1.5

the UPPCL. On 01.11.2023, UPRVUNL filed its rejoinder to the UPPCL's reply.
On 20.11.2023, UPPCL filed its response on the UPRVUNL's rejoinder.
Further, on hearing dated 23.11.2023, e Commission observed that
increased IDC in claimed expenditure was not as per last cost approval of the
Government and aquity @30% was capped as per the Covarnment approval
is not getiing reflectad in the UPRVUNL's submission. Parties concluded their
arguments in the rnatter and the Commission reserved the Order.

Submissions of UPPCL's reply dated 21.09.208722 & UPRVUNL's
rajoinder dated 27.00.2022.

(=) Dalay in COD:

1.5.3

=1

UPPCL's Reply

As ner the PPA dated 16.01.2013 signed batween UPRVUNL ana UPPCL, Unit
I & 1T of the project were to achieve COD in August 2017 and February 2018
raspectively. UPRVUNL should be directed to expiain the delay.

UPRVUNL Reininder

.5.2 Following are the reasons for the delay in schaduled COD

a) Covid-19 (15 & 2n wwe‘:

b) Delay in supply of GTe & ICTs

c) Deisy in supply of Ai-iP rzterial & gpa:

d) Delzy in the erection of Ceal Handiing Plant.

e) Depicyment of inadeguate manpower by DPSL

f) Various Strikes, unrest situations, Commerciat disputes etc. of M/s DPSI
with thair vendors.

res,

{b) Outdated DPR & lack of supporting documents:

1.5.3

UPPCL’s Reply
UPRVUNL has submitted 3 DPR which incorporates the scope of work ill
November 2009. The DPR of November 200€ is outdated and does not take
into account the subseguent developments and revisions in the scope of work
as envisaged by UPRVUNL post 2009. An updated DPR serves as a base
docurnent not only for the purposes of adjudicating the present Petition but
will also be of help in avoiding any future confusion/conflict. Thus, in the
ahsence of a revised DPR andfor supporting documents to justify the
suibsequent developments and revisions in the scope of wark, Original Project
Cost of Rs, 7829.93 Cr. should be considared as the maximum cap on the
project cast. ' '




Provisional Tariff of Obra-C Therma! Power Station of UPRVUNL

UPRVUNL Reijginder

1.5.4 UPRVUNL has submitted the original Detailed Project Report of Obra-C TPS
along with all the supporting documents, approval of the Board of Directors
and corresponding approvals of Govt. of UP regarding the cost revisions.
Therefore, in respect of the revised DPR, the Petitioner has requested the
Commission to rely on the approvals of the Gavernment in the matter.
Further, UPRVUNL stated that it shall provide details/break-up of the final cost
actually incurred tili COD along with the Petition for approval of the Capital
cost after COD of the Project.

(¢} Incomplete/Improper Tariff Forms:

UPPCL's Reply

1.5.5 As per Regulation 15(2) of the Generation Tariff Regulations, 2019, Petition
for determination of tariff is to be made in accordance with Appendix II i.e.,
Tariff Forms submitted are not complete and lack significant details.

UPRVUNL Rejoinder

1.5.6 The instant Petition is filed to seek provisional tariff and detailed submissions
shall be made at the time of seeking finalisation of final tariff/ final capital
cost. The Statutory Auditor has provided component-wise actual project
expenses up to 31.12.2022 including Overheads and IDC, Financing Charges
(FC) etc. The Petitioner has allocated the total Overheads and IDC
proportionately to the cost of Land, Plant and equipment & Civil Works etc. to
arrive at the depreciable value of project cost & computation of depreciation
for the year.

1.5.7 UPRVUNL has computed the weighted average rate of Interest based on actual
loan-wise disbursement till 31.12.2022. The summary of the computation is

as below:
Particulars REC
Qutstanding Balance (T Crore} 5,715.65
Net Interest (Z Crore) 608.74
Rate of Interest 10.65%

{d} Project/Capital Cost

UPPClL's Reply

1.5.8 The total project cost claimed under this Petition is too high for reasons- (i} it
is much higher than the Projects of same capacity i.e., 1320 MW; (ii) Obra-C
is not a greenfield project and would be sharing many facilities of Obra A & B,
and (i) it has been incorrectly calculated. Further, UPRVUNL has not provided
any detail or explanation as to which bidding process have got impacted.
UPPCL objects to the revision of Rs. 1,289.85 Cr. tawards ambiguous heading
of “"GST Impact, CER, Raiwsy siding, start-up fuel, new Ash Dyke construction
& Land Acquisition °

A
: rond
=N
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Provisicnal Tariff of Obra-C Thermal Power Station of UEEVIINL
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UPRVUNL Rejoinder

The instant Petition is filed to seek provisional tariff which is governed by
Regulation 15(4) read with 18(3) and 16(4}. The exercise of prudence check
by the Commission may be undertaken at the time of finalisation of final capital
cost.’

The Petitioner, refuting the allegation of UPPCL that project cost was too high
vis~a-vis other projecis of same capaciiy has raguested the Commission to
consider e total Project Cost of Bs. 11,705.85 Cr. There is rio sharing of
facilities between Qbra-A, B and Obra-C besides the water intake channel and
tand. Further, there is no chance of mistakes in terims of project cost as it is
based on the auditor’s certificate,

UPRVUML shall provide deteils/break-up of the final expenditure actually
incurred il COD along with the Petition for approval of Capital cost after COD
of the Project, UPRVUNL has requested the Commiission o consider the actuai
expenditure incurred up to 31.12.2022 L.e. Rs, B8697.80 Cr. which is within
GoUP approved proiect cost of Rs, 11,705.85 Cr.

CSR and CER are two diffarent provisions. CSR flows out of the profit of a
company whareas CER is part of the project cost mandated by MOEFACC.
Further, agenda. regarding cost/ cost escalation due to G357, Price Variation,
CER, Rallway Siding, New Ash Dvke, Land Acquisition was taken up during the
1527, 169%™ and 202" meeting of Board of Directors.

{e) Interast During Construckion

1.2.13

1.5.14

UPPCL’s Reoly

As per the DPR, vaiue of IDC is mentionad as Rs. 1288.81 Cr. nowever, under
the present Patition the velue of IDC cdairned is Rs. L806.72 Cr. There Is an
increase in the vaiue of IDC by 319.92 Cr., which increased to 29.5% of the
initial IDC cost. Thus, UPRVUNL should be directed to provice the following for
the purpeses of prudence check:

a) Justification for increase in IDC Cost,

h) Monthly loan drawdown schedute,

¢) Bifurcation of increased IDC in dejay and additional capital cost.

UPRVLUNL Rejoinder

As per the revised DPR, estimated IDC stands at Rs. 1,68C.56 Cr. Though as
on 31.12.2022, IDC stand at Rs. 1,606.73 Cr. The increase in IDC is majorly
due to an increase in hard cost from the levels estimatad in the original DPR
as well as on account of the delay in SCOD. UPRVUNL has already submitted
all the supporting documents, approval of the Board of Directors and
«ding the cost ravisions. Further,
A6 to the Incraase In IDC along

UPRVUNL shall provide details/reasons &
with the Petition forr approval of iheﬁ i3

PEL e
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Provisional Tariff of Obra-C Thermal Power Station of UPRVUNL

(f) Depreciation

UPPCL's Reply

1.5.15 The depreciation can only be allowed on the reduced/re-worked capital cost

1.5.16

1.5.17

1.5.18

1.5.19

which is finally found admissible by this Comimission. The comparison of
escalated values of assets on which depreciation is levied and the actual values
of assets as per the Auditor's certificate on which the depreciation should be
levied is given in the table below for ready reference:

(Z Crore)
5. Aszet As par Tariff As per
Mo. Form 11 Audited Cost
1. Total cost {Land and site 41.40 27.92
development) _

2.1 Total Plant & Equipment 6501.21 5433.58
excluding Taxes and Duties

3.| Initial Spares 198.78 134.05

4.| Total Civil Works 1997.82 1347.26
Total 8697.80 8842.78

As shown in the above table, the total capital cost of assets as per Auditor’s
certificate on which the depreciation should be levied is Rs. 6942.78 Cr.
However, depreciation under Tariff Form-11 has been calculated at an inflated
figure of Rs. 8697.80 Cr. The rate of depreciation @ 5.23% as claimed by
UPRVUNL under Tariff Form-11 is erroneous and needs to be re-worked.

Further, Under the ‘Statement of Depreciation i.e., Tariff Form 12, UPRVUNL
is assuming that the total useful life of the assets is 24 years instead of 25
years which is in viclation of Regulation 24(iti)(d).

UPRVUNL Rejoinder

UPRVURML has claimed depreciation considering the actual Capital expenditure
incurred up to 31.12.2022 based on the Statutory Auditor's Certificate and this
is in accordance with the Regulation 24(ili) of Generation Tariff Regulations,
2019,

UPRVUNL has considered actual item-wise project expenses as certified by the
Statutory Auditor and aliocating provisionally the total Overheads and IDC etc.
proportionately to the cost of Land, Plant and equipment & Civil Works etc. to
arrive at the depreciabie value of preoject cost & computation of depreciation
for the year.

Inadvertently in Tariff Form 12- “balance useful life at the beginning of the
period” is shown as 24 years. Thus, “balance useful life at the beginning of the
period” may please be read as 25 years. So far as tariff calculation/depreciation
calculation is c?/ncﬁfn@?; e said error does not have any bearing at all.

& . E

Expense:
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Provigional Tarift of Obra-C Thearmal Power Station of UPRVUNL

UPPCE’s Renly

Since the present Pelition is for approval of provisional tariff, & maximum of
90% of the claimed amount can be grantad as per Regulation 15(4). Thus,
S50% of Rs. 307.03 Cr., lLe, Rs. 275.323 Cr. can be considered by this
Comimission.

[
M
(o}

UPRVUNL Rejsinder

UPRVUNL has computed O&M expensas based on the norms as provided in the
Generation Tariif Regulations, 2012, Therefore, UPRVUNL reguesis the
Commission to consider and aporove the same.

s
L
I
[

) Means of Finances:

UPPCL’s Reply

.5.22 UPRVUNL has not placed on record any document to substantiste the actual
eguity infusion. Further, against the sanctioned loan of Rs. 7,290.80 Cr., the
gross loan drawn up to 31.12.2022 is Rs. 5,715.65 Cr.

Jm

UPRVUNL Reiloinder

The Board of Directors of the UPRVUNL has approved Debi-Equity ratio at
70:30 and the Govt. of UP has also approved the sams means of finance for
the proiect. Basis the approvai, UPRVUNL entered into a lozn agraament with
REC. The project is vet o be completed therefore the actual enuity and ican
amount utilised for the project is not vet freeze. Therefore, the Petitioner has
requested the Commission to kindly consider the normative debt-equity ratio
as 70:30 for approving the provisionai Tariff, Further, UPRVUNIL shall submit
the details of the actual Debt-Equity mix in the project cost as on COD along
with the Petition for spproval of the firal Capital Cast of the nroject

[
5;'1
38
48]

{IY Refturn on Eguily:

UPPCL's Reply
1.5.24 Although Regulation 24(i} prescribes that the rate of RoE is t0 be 15% but as
per GolUP order dated 31.07.2017, RoE of UPRVUNL is 10 be calcutated at 2%
50 as to keep the tarff in a Hmit.

UPRVUNL Rejcinder

1.5.25 The issue of RoE has already been sattied by this Commissicn while disposing
of True-up Petitions of UPRVUNL for the previous control period of FY 2014-15
o FY 2018-19 and MYT Petitions for the current contro! period wharein the
Comimission has already allowed RoE a3 per the Generation Tariff Regulations.

{9y Imterest on Loan:

UPPCL's Replv

Imar .
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