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Al:

INTRODUCTION

Jharkhand State Electricity Regulatory Commission

1.1

1.2

1.3

1.4

The Jharkhand State Electricity Regulatory Commission (hereinafter referred to as the
“JSERC” or “the Commission”) was established by the Government of Jharkhand under
Section 17 of the Electricity Regulatory Commission Act, 1998 on August 22, 2002. The
Commission became operational with effect from April 24, 2003. The Electricity Act,
2003 (hereinafter referred to as “the Act” or “EA, 2003) came into force with effect
from June 10, 2003; and the Commission is now deemed to have been constituted and
functioning under the provisions of the Act.

The Government of Jharkhand vide its notification dated 22.08.2002 defined the
functions of JSERC as per Section 22 of the Electricity Regulatory Commission Act,
1998 to be the following, namely:-

(a) to determine the tariff for electricity, wholesale, bulk, grid or retail, as the case
may be, in the manner provided in section 29;

(b) to determine the tariff payable for the use of the transmission facilities in the
manner provided in section 29;

(©) to regulate power purchase and procurement process of the transmission utilities
and distribution utilities including the price at which the power shall be procured
from the generating companies, generating stations or from other sources for
transmission, sale, distribution and supply in the State;

(d) to promote competition, efficiency and economy in the activities of the electricity
industry to achieve the objects and purposes of this Act.

With the Electricity Act, 2003 being brought into force, the earlier Electricity Regulatory
Commission Act of 1998 stands repealed and the functions of JSERC are now defined as
per Section 86 of the Act.

In accordance with the Act, the JSERC discharges the following functions: -

(a) determine the tariff for generation, supply, transmission and wheeling of
electricity, wholesale, bulk or retail, as the case may be, within the State:

Provided that where open access has been permitted to a category of consumers
under section 42, the State Commission shall determine only the wheeling charges
and surcharge thereon, if any, for the said category of consumers;

Jharkhand State Electricity Regulatory Commission 6lPage
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(b)

(©
(d)

(e

®

€]
(h)

®

G

(k)

regulate electricity purchase and procurement process of distribution licensees
including the price at which electricity shall be procured from the generating
companies or licensees or from other sources through agreements for purchase of
power for distribution and supply within the State;

facilitate intra-state transmission and wheeling of electricity;

issue licences to persons seeking to act as transmission licensees, distribution
licensees and electricity traders with respect to their operations within the State;

promote cogeneration and generation of electricity from renewable sources of
energy by providing suitable measures for connectivity with the grid and sale of
electricity to any person, and also specify, for purchase of electricity from such
sources, a percentage of the total consumption of electricity in the area of a
distribution licensee;

adjudicate upon the disputes between the licensees and generating companies; and
to refer any dispute for arbitration;

levy fee for the purposes of this Act;

specify State Grid Code consistent with the Grid Code specified under Clause (h)
of sub-section (1) of Section 79;

specify or enforce standards with respect to quality, continuity and reliability of
service by licensees;

fix the trading margin in the intra-state trading of electricity, if considered,
necessary;

discharge such other functions as may be assigned to it under this Act.

1.5 The Commission advises the State Government on all or any of the following matters,
namely :-

(a)

(b)
(©
d

promotion of competition, efficiency and economy in activities of the electricity
industry;

promotion of investment in electricity industry;
reorganisation and restructuring of electricity industry in the State;

matters concerning generation, transmission, distribution and trading of electricity
or any other matter referred to the State Commission by that Government.

Jharkhand State Electricity Regulatory Commission TIPage
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1.6

1.7

The State Commission ensures transparency while exercising its powers and discharging
its functions.

In discharge of its functions, the State Commission is guided by the National Tariff
Policy as brought out by Gol in compliance to Section 3 of the Act. The objectives of the
National Tariff Policy are to:

(a) ensure availability of electricity to consumers at reasonable and competitive rates;

(b) ensure financial viability of the sector and attract investments;

(©) promote transparency, consistency and predictability in regulatory
approaches across jurisdictions and minimize perceptions of regulatory risks;

(d) promote competition, efficiency in operations and improvement in quality of
supply.

Tata Power Company Limited

1.8

1.9

1.10

The Tata Power Company Limited (hereinafter referred to as “TPCL’ or the ‘Petitioner’),
is a company incorporated under the Indian Companies Act, VII of 1913 and is engaged
in the generation, transmission and distribution of electricity in the country.

TPCL operates two units (Unit 2 and Unit 3) of Jojobera Power Plant which are the
subject of tariff determination in this Tariff Order. Both Units have a capacity of 120
MW each. Unit 2 commenced its operations on February 1, 2001 and Unit 3 on February
1,2002.

Tata Steel Limited (TSL), which is engaged in the production of iron and steel and
related activities in Jamshedpur (Jharkhand) since 1907, obtained permission from the
Government of Bihar to establish power plants in Jojobera in 1991 through its subsidiary
company named Jamshedpur Power Company Ltd. (JAPCOL) which was subsequently
transferred to Tata Power Company Limited. TPCL thereafter commissioned the two
Units of 120MW each at Jojobera for supply of power to TSL.

Scope of the Present Order

1.11

This Order relates to the ARR and Tariff petition filed by TPCL before JSERC for
approval of :

(a) Implementation of Order in Case 20 of 2010;

(b) Truing-up of ARR for FY 2009-10;

(©) Revision of ARR for FY 2010-11;

(d) Determination of ARR and tariff for FY 2011-12.

Jharkhand State Electricity Regulatory Commission 8lPage
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in accordance with Sections 61, 62, 64 and 86 of the Act and provisions of the JSERC
(Terms and Conditions for Thermal Generation Tariff) Regulation, 2004 ( hereinafter
referred to as ‘Generation Tariff Regulations, 2004’) and provisions of the JSERC
(Terms and Conditions for Thermal Generation Tariff) Regulation, 2010 ( hereinafter
referred to as ‘Generation Tariff Regulations, 2010°).

1.12 While conducting the true up for FY 2008-09, FY 2009-10 and revision for FY 2010-11
the Commission has taken into consideration the following:

(a) Provisions of the Electricity Act, 2003,

(b) Provisions of the National Electricity Policy (NEP),

(©) Provisions of the National Tariff Policy (NTP);

(d) Principles laid down in the ‘Generation Tariff Regulations, 2004;
(e) Power purchase agreement (PPA) between TPCL and TSL; and

1.13  For determination of tariff for FY 2011-12, the Commission has taken into consideration
the following:

(a) Provisions of the Electricity Act, 2003,

(b) Provisions of the National Electricity Policy (NEP),

(©) Provisions of the National Tariff Policy (NTP);

(d) Principles laid down in the ‘Generation Tariff Regulations, 2004;

(e) Principles laid down in the ‘Generation Tariff Regulations, 2010°.
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A2: PROCEDURAL HISTORY

Background

2.1

2.2

2.3

TISCO, now TSL, was granted sanction under section 28(1) of the Indian Electricity Act
1910 for distribution of electricity in the Jamshedpur township area in 1923. A
Government of Bihar notification dated February 5, 1993 permitted the establishment of
Jamshedpur Power Generating Co. Ltd (JAPCOL) as proposed by TISCO in order to set
up Units 2 and Unit 3 at Jojobera, Jamshedpur.

The two parties, signed a PPA on September 12, 1997 under which both the parties
agreed to set up, in a phased manner, a power plant with a total capacity of up to 500
MW at Jojobera. The PPA contained certain provisions which govern the determination
of tariff for power generated at Jojobera power plant and purchased by TSL.

In April 2000, JAPCOL was amalgamated into TPCL (the Petitioner) as its subsidiary.
Currently, the Petitioner operates five units at the Jojobera Power Plant, out of which two
Units (Units 2 and Unit 3) have been subject to tariff determination by the Commission.
Both Units have a capacity of 120 MW each.

TSL and TPCL’s Appeal for treatment of Unit 2 and Unit 3 as captive units and
ruling of ATE

24

TSL and the Petitioner jointly filed a petition with the Commission for treatment of Unit2
and Unit 3 at Jojobera power plant as captive units of TSL. The extract of the Appeal is
as stated below

“The units 2 & 3 at Jojobera, Jamshedpur with a total installed capacity of 240 MW
were conceived to meet the needs of steel works and are essentially captive power plants
for steel works and related and associated activities of TSL i.e. steel works. The
permission to establish the units 2 & 3 were granted to Jamshedpur Power Generating
Co. Ltd. (JAPCOL for short) vide a notification issued by the Government of Bihar dated
05.02.93, subsequently amended on 22.03.96 under section 15-A, 43(A)(1)(C) and 44(1)
of the Act of 1948. JAPCOL was later amalgamated into TPC in April 2000. The
electricity generated from units 2 & 3 were from the very beginning primarily and
essentially used for activities associated with manufacture of steel at TSL and for
activities incidental and related thereto such as for supply to residential colonies of steel
works. TSL became a sanction holder under section 28(1) of Act of 1910 and the area
contiguous to the steel works forming part of the Jamshedpur city was taken over by TSL
for electricity distribution. TSL is now distribution licensee in the area of Jamshedpur as
an ancillary unit in principal business of production of steel. The electricity distribution
and retail supply to consumers was done from the energy available after own
consumption for TSL’s principal business activity. TSL also purchases electricity from
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TPCL’s unit 1 at Jojobera for consumers of steel works. It also purchases electricity from
the Damodar Valley Corporation (DVC for short) to supplement the electricity generated
at TPCL’s generating units. The supply of electricity to steel works from units 2 & 3 be
not considered as supply of electricity by TSL as distribution licensee and therefore be
not made part of annual revenue requirement and tariff proposal of TSL’s activity as
distribution licensee.”

2.5 The Commission, in its order dated November 2, 2007, dismissed the appellants’
contention that Units 2 and Unit 3 of the Jojobera plant be treated as captive power
plants, on the basis of Section 9 of the Electricity Act 2003 and Rule 3 of the Electricity
Rules 2005.

2.6  In response to the Commission’s order on the Joint petition filed by TSL and the
Petitioner, the two appellants went in to appeal to the Hon’ble ATE, challenging the
orders of the Commission.

2.7 The Hon’ble ATE, too, ruled that the generating Units in question could not be treated as
CPPs. The two appellants subsequently submitted a petition in the Hon’ble Supreme
Court to get a stay on the Hon’ble ATE’s Judgment, which was refused by the Hon’ble
Court. The matter is currently pending in the Hon’ble Supreme Court.

Filing of ARR and Tariff petition by TPCL and Tariff Order for FY 2009-10

2.8 In view of the Hon’ble ATE’s Judgement and in accordance with the JSERC Generation
Tariff Regulations, 2004 and its powers under the Section 62 1 (a) of the Act, 2003, the
Commission directed the Petitioner to file the ARR and Tariff petition with the
Commission for determination of tariff of the two units (Unit 2 and Unit 3) at Jojobera.

2.9 TPCL filed the petition for determination of ARR for FY 2007-08, FY 2008-09 and FY
2009-10. The norms and guiding principles for tariff determination adopted by TPCL
were not as per the JSERC Generation Tariff Regulations, 2004 but in accordance with
the Power Purchase Agreement of 30 years signed with TISCO/TSL as sanction holder
for distribution and generation of electricity at Jamshedpur.

2.10  During the tariff determination exercise for FY 2009-10 the Petitioner submitted that “As
the PPA is legally binding on both parties, the Commission is requested to determine
generation tariff for sale of power from both the Units, as per the provisions of the
existing PPA.”

2.11 The Commission accepted TPCL’s request and determined the tariff for the FY2009-10
as per the provisions of the PPA between TPCL and TSL. The Commission, however,
directed the two parties to re-negotiate the PPA:
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“10.1 The Petitioner had signed a Power Purchase Agreement (PPA) with TSL Limited
(TSL) on 12th September, 1997 under which the Petitioner and TSL agreed to set up, in a
phased manner, a power plant with a total capacity up to 500 MW at Jojobera. The PPA
laid down certain provisions governing the determination of tariff for power generated by
TPCL’s Jojobera Power Plant and purchased by TSL.

10.2 Since the tariff period for FY 2007-08 and FY 2008-09 is effectively over and the
tariff period remaining for FY 2009-10 is also not adequate to enforce any changes in the
PPA, the Commission has decided to accept the provisions of the PPA for the tariff
determination exercise for FY 2007-08, FY 2008-09 & FY 2009-10 for power generated
from Unit 2 and Unit 3 of Jojobera Plant.

10.3 Furthermore, since the petition for FY 2010-11 is already due for submission by
TPCL, the Commission has decided to continue with the provisions of the PPA for the
tariff period FY 2010-11 as well.

10.4 Meanwhile, for future tariff periods, the Commission directs the Petitioner to
renegotiate the terms and conditions for the determination of tariff specified in the PPA
with TSL within 6 months of the issue of this order and submit the ARR filing for FY
2011-12 as per the new agreement (to be ratified by the Commission). The terms and
conditions of the tariff determination in the new agreement between TPCL and TSL
should be guided by ‘Generation Tariff Regulations, 2004’ as amended from time to
time.”

Tariff Order for FY 2010-11

2.12

2.13

2.14

During the tariff determination exercise for FY 2010-11 the Petitioner reiterated its
request that the Commission determine the generation tariff for sale of power from both
the Units (Unit 2 and Unit 3), as per the provisions of the existing PPA.

The Commission in its previous tariff order of FY 2009-10 had accepted the Petitioner’s
request and had decided to follow the provisions of PPA for determination of tariff up to
the FY 2010-11 for power generated by Unit 2 and Unit 3. Thus the Commission decided
to determine the tariff for FY 2010-11 as per the provisions of the PPA.

However, the Commission reiterated that from FY 2011-12 onwards, the tariff for Unit 2
and Unit 3 must be determined in accordance with the Generation Tariff Regulations of
the Commission. It had stated in the tariff order for FY 2010-11 that

“The Commission is in the process of revising the Generation Regulations and the same
would be applicable to all the generation stations.”
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Tariff Petition for FY 2011-12

2.15

The Petitioner has now filed a petition for determination of tariff for FY 2011-12 for only
60 MW capacity each of Unit 2 and Unit 3 at Jojobera. It has stated that it is free to sell
the remaining capacity (120 MW) to any person that it wishes to and has made the
following submission in this regard:

“6. Approach to Annual Revenue Requirement of FY 2011-12

.... In the Tariff Order issued on January 20, 2010 the Hon’ble Commission had directed
Tata Power to renegotiate the terms and conditions of determination of tariff in the PPA
executed with Tata Steel and the same was to be in line with the Tariff Regulations. We
note that the tariff determined under such Tariff Regulations is at variance to the Tariff
that would have been available under the PPA signed way back in March 1997.

In our humble submission, Tata Power cannot be compelled to supply to Tata Steel under
a tariff determined under Tariff Regulations. In fact, no Generating Company can be
forced to supply under terms and conditions not agreeable to it. This freedom of entering
into a contract has been upheld by the Hon’ble Supreme Court in Appeal No 3510-11 of
2008 in the matter of Tata Power Vs Reliance Energy. In the judgment under the said
Appeal the Apex Court has held the following:

“A generating company, if the liberalisation and privatisation policy is to be given effect
to, must be held free to enter into an agreement and in particular long term agreement
with the distribution agency, terms and conditions of such an agreement , however, are
not unregulated. Such an agreement is subject to grant of approval by the Commission.
The Commission has a duty to check if the allocation of power is reasonable. If the terms
and conditions relating to quantity, price, mode of supply the need of the distribution
agency vis-a-vis the consumer, keeping in view its long term need are not found to be
reasonable, approval may not be granted. A generating company has to make huge
investment and assurances given to it that subject to the provisions of the Act he would be

free to generate electricity and supply the same to those who intend to enter into an
agreement with it. Only in terms of the said statutory policy, he makes huge investment. If
all his activities are subject to regulatory regime, he may not be interested in making
investment

Generating Companies have the freedom to enter into contract and in particular long
term contracts with a distribution company subject to the regulatory provisions contained
in the 2003 Act.”
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2.16

2.17

The Hon’ble Supreme Court judgment gives the freedom to Generating Company to enter
into contract it wishes to. Similarly it cannot be compelled to supply at terms which it
does not wish. However, Tata Power recognizes the need of power for the Distribution
Business of Tata Steel. Keeping the same in mind, Tata Power is in a position to offer
only 120 MW out of the said 240 MW from Unit 2 and 3 under the new terms to be
negotiated with Tata Steel, i.e., at Tariff determined under the Generation Tariff
Regulations, 2010 of the Hon’ble Commission. Tata Power reserves the right not to
supply the balance 120 MW power from these Units to Tata Steel Distribution and sell
the same to any person at its discretion.”

The Petitioner has specified the methodology for computation of tariff for the 120 MW. It
has submitted that in arriving at the Tariff for 120 MW, as a first step, the Annual Fixed
Charges, for 240 MW (120 MW each) have been worked out and secondly, 60 MW from
Unit 2 and 60 MW from Unit 3 have been considered as being available to Tata Steel
Distribution. The Annual Fixed Charges for 240 MW have been prorated to the capacity
of 120 MW (60 MW each from Unit 2 and Unit 3) that is applicable to Tata Steel for FY
2011-12 to the installed capacity of 240 MW of Unit 2 and Unit 3. As regards the rate of
Energy Charges (Rs/kWh), it would not change irrespective of the capacity that is
offered.

The Commission has discussed its views on the above in Section 3 of the Order.

Information Gaps in the Petition for FY 2011-12

2.18

2.19

2.20

In accordance with Section 64(3) of the Act, the State Electricity Regulatory
Commission, within one hundred and twenty days of the filing of application for
determination of tariff, is required to either accept it and issue a tariff order or reject the
application for reasons to be recorded in writing. The Commission accepted the
application submitted by the Petitioner for determination of tariff. As part of tariff
determination exercise for FY 2010-11, several deficiencies/information gaps were
observed in the tariff petition submitted by the Petitioner. These information gaps were
communicated to the Petitioner vide letter no. JSERC/08/2011/180 dated June 3, 2011.

The Petitioner subsequently submitted its response to the aforesaid letter and provided the
requisite additional data/information vide letter no. REG/JSERC/11/133 dated June 17,
2011.

The Commission scrutinized the additional data/information and on its validation,
accepted the ARR & tariff petition filed by the Petitioner.
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2.21

222

The Commission further asked the Petitioner to provide additional information which
was considered necessary for the tariff review exercise. This additional requirement was
communicated to the Petitioner vide letter no. JSERC/08/2011/311 dated August 2, 2011.
The Petitioner subsequently responded to the aforesaid letter vide letter number
JPP/JISERC/REG/116/11 dated August 5, 2011 and informed the Commission that they
shall provide responses to all the queries raised by the Commission in two parts. To this
end, they have provided the requisite additional data/information vide letter no.
REG/JSERC/11/194 dated August 8, 2011, JPP/JISERC/REG/119/11 dated August 16,
2011.

The Commission held another meeting with the Petitioner on August 16, 2011 and asked
them to provide further clarifications pertaining to the information they had previously
submitted. The Petitioner submitted these clarifications to the Commission on August 17,
2011 vide letter number JPP/JSERC/REG/124/11.

Inviting Public Comments/Suggestions

2.23

2.24

2.25

After the acceptance of the ARR and tariff petition filed by the Petitioner, the
Commission directed the Petitioner to make available copies of the same to the members
of general public on request, and also issue a public notice inviting comments/
suggestions on the ARR and tariff petition.

The aforesaid public notice was issued by the Petitioner in various newspapers and a
period of thirty (30) days was given to the members of the general public for submitting
their comments/suggestions.

Table 1: List of newspapers and dates on which the public notice by TPCL appeared

May 12, 2011 and May 13, 2011
May 12,2011 and May 13, 2011
May 12, 2011 and May 13, 2011
May 12, 2011 and May 13, 2011

Subsequently, the Commission also issued a notice on its website www.jserc.org and
various newspapers for conducting the public hearing on the ARR and Tariff petition
filed by TPCL. The details of the newspapers where the notice was issued by the
Commission are as under:

Table 2: List of newspapers and dates on which the public notice by JSERC appeared

Hindustan (Hindi) July 6, 2011
Prabhat Khabar (Hindi) July 6, 2011

Ranchi Express (Hindi) July 6, 2011
Dainik Jagran (Hindi) July 7, 2011
Uditvani (Hindi) July 6, 2011
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Hindustan Times (English) July 7, 2011

Submission of Comments/Suggestions and Conduct of Public Hearing

2.26 A public hearing was held on July 10, 2011 at Jamshedpur and many respondents voiced
their views on the ARR and tariff petition filed by the Petitioner. The
comments/suggestions voiced by the respondents and the Petitioner’s response thereon
along with the Commissions analysis on the response provided by the Petitioner are
detailed in the Section Error! Reference source not found.of this Order.
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A3:

TREATMENT OF GENERATING CAPCITY

Petitioner Submission

3.1

The Petitioner has filed a petition for determination of tariff for FY 2011-12 for only 60
MW capacity each of Unit 2 and Unit 3 at Jojobera. It has stated that it is free to sell the
remaining capacity (120 MW) to any person that it wishes to and has made the following
submission in this regard:

“6. Approach to Annual Revenue Requirement of FY2011-12

.... In the Tariff Order issued on January 20, 2010 the Hon’ble Commission had directed
Tata Power to renegotiate the terms and conditions of determination of tariff in the PPA
executed with Tata Steel and the same was to be in line with the Tariff Regulations. We
note that the tariff determined under such Tariff Regulations is at variance to the Tariff
that would have been available under the PPA signed way back in March 1997.

In our humble submission, Tata Power cannot be compelled to supply to Tata Steel under
a tariff determined under Tariff Regulations. In fact, no Generating Company can be
forced to supply under terms and conditions not agreeable to it. This freedom of entering
into a contract has been upheld by the Hon’ble Supreme Court in Appeal No 3510-11 of
2008 in the matter of Tata Power Vs Reliance Energy. In the judgment under the said
Appeal the Apex Court has held the following:

“A generating company, if the liberalisation and privatisation policy is to be given effect
to, must be held free to enter into an agreement and in particular long term agreement
with the distribution agency, terms and conditions of such an agreement , however, are
not unregulated. Such an agreement is subject to grant of approval by the Commission.
The Commission has a duty to check if the allocation of power is reasonable. If the terms
and conditions relating to quantity, price, mode of supply the need of the distribution
agency vis-a-vis the consumer, keeping in view its long term need are not found to be
reasonable, approval may not be granted. A generating company has to make huge
investment and assurances given to it that subject to the provisions of the Act he would be
free to generate electricity and supply the same to those who intend to enter into an
agreement with it. Only in terms of the said statutory policy, he makes huge investment. If
all his activities are subject to regulatory regime, he may not be interested in making
investment

Generating Companies have the freedom to enter into contract and in particular long
term contracts with a distribution company subject to the regulatory provisions contained
in the 2003 Act.”
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32

The Hon’ble Supreme Court judgment gives the freedom to Generating Company to enter
into contract it wishes to. Similarly it cannot be compelled to supply at terms which it
does not wish. However, Tata Power recognizes the need of power for the Distribution
Business of Tata Steel. Keeping the same in mind, Tata Power is in a position to offer
only 120 MW out of the said 240 MW from Unit 2 and 3 under the new terms to be
negotiated with Tata Steel, i.e., at Tariff determined under the Generation Tariff
Regulations, 2010 of the Hon’ble Commission. Tata Power reserves the right not to
supply the balance 120 MW power from these Units to Tata Steel Distribution and sell
the same to any person at its discretion.”

The methodology for computation of tariff for the 120 MW (60 MW each from Unit 2
and Unit 3) of regulated capacity has been submitted as below:

“.... in arriving at the Tariff for 120 MW, as a first step, the Annual Fixed Charges, for
240 MW (120 MW each) have been worked out and secondly, 60 MW from Unit 2 and 60
MW from Unit 3 have been considered as being available to Tata Steel Distribution. The
Annual Fixed Charges for 240 MW have been prorated to the capacity of 120 MW (60
MW each from Unit 2 & 3) that is applicable to Tata Steel for FY 2011-12 to the installed
capacity of 240 MW of Unit 2 and 3.

As regards the rate of Energy Charges (Rs/kWh), it would not change irrespective of the
capacity that is offered.”

Views of the Commission

33

34

The functions of the State Commission are laid out in Section 86 of the Electricity Act
2003. The relevant portions of Section 86 (1) are quoted below:

“(a) determine the tariff for generation, supply, transmission and wheeling of electricity,
wholesale, bulk or retail, as the case may be, within the state...

(b) regulate electricity purchase and procurement process of distribution license
including the price at which the electricity shall be procured from the generating
companies or licensees or from other sources through agreements for purchase of power
for distribution and supply within the State.”

It is clear from the above provisions of the Electricity Act, 2003 that the Commission has
the powers to determine the generation tariff within the state and also regulate the
electricity purchased and the procurement process of distribution licensee including the
price at it shall be procured from the generating stations.
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3.5

3.6

3.7

3.8

3.9

The Petitioner, Tata Power Company Limited, has filed the petition for determination of
tariff for FY 2011-12 for only 60 MW capacity each of Unit 2 and Unit 3 at Jojobera and
has stated that it is free to sell the remaining capacity (120 MW) to any person.
Meanwhile, in the Public Hearing held on July 10, 2011, the Petitioner has stated that it is
also selling the remaining power to the Tata Steel Limited (TSL), which is the
distribution licensee of Jamshedpur Town. The relevant extract from the power point
presentation made by the Petitioner in the Public Hearing is quoted below:

“The Price of Balance 120 MW Capacity from Unit 2 & Unit 3 for FY 2011-12

o The balance 120 MW Capacity of Unit 2&3 is being offered to Tata Steel
Distribution keeping in mind the interest of the consumers & availability of power
till it can make arrangement through Case 1 Competitive Bidding Route.

o The balance 120 MW is being offered at a single rate of Rs 4.02/kWh for
FY2011-12”

The Commission has verified through the power purchase bills of FY 2011-12 submitted
by Tata Steel Limited and has also found that the remaining 120 MW capacity of TPCL
is being sold to TSL.

The Commission has noted from the verification of power purchase bills of FY 2011-12
submitted by Tata Steel Limited that the Petitioner is charging a rate higher than that
fixed by the Commission in the Tariff Order of FY 2010-11. The Commission views this
action of the Petitioner as a violation of the Tariff Order of the Commission and will take
up the matter separately.

With regard to the Judgement passed by the Hon’ble Supreme Court in Appeal No. 3510-
11 of 2008, the Commission notes that while the Hon’ble Supreme Court has upheld the
freedom of a generating company to enter into a contract with a distribution licensee, it
has also mentioned that the terms and conditions of such an agreement are not
unregulated. The Hon’ble Court has ruled that

“Such an agreement is subject to grant of approval by the Commission.

... If the terms and conditions relating to quantity, price, mode of supply the need of the
distribution agency vis-a-vis the consumer, keeping in view its long term need are not
found to be reasonable, approval may not be granted.”

In view of the relevant provisions of Section 86 of the Act, the Judgement passed by the
Hon’ble Supreme Court in Appeal No. 3510-11 of 2008 and the fact that the remaining
power is also being sold within the State to a distribution licensee, (to the same licensee
in this case) the Commission views that the price at which TPCL has to sell the power for
the capacity of 240 MW for its two units - Unit 2 and Unit 3, would be the regulated price
determined by the Commission in this Tariff Order.
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3.10

3.11

3.12

3.13

Meanwhile, the Commission, in its previous Tariff Orders, had directed the Petitioner to
renegotiate the terms and conditions for the determination of tariff specified in the PPA
with TSL and submit the ARR filing for FY 2011-12 as per the new agreement (to be
ratified by the Commission). The terms and conditions of the tariff determination in the
new agreement between the Petitioner and TSL were to be guided by ‘Generation Tariff
Regulations, 2004’ as amended from time to time. The Petitioner has, however, not yet
submitted the renegotiated PPA before the Commission.

The Commission has notified Generation Tariff Regulations, 2010, in October 2010, to
bring the Generation Regulations in the state, as far as possible, in line with the latest
CERC (Terms and Conditions of Tariff) Regulations, 2009. The provisions contained in
these Regulations have been designed to provide reasonable incentive to Generating
Companies while ensuring that the consumers are also protected from the burden of high
tariffs.

The Commission is thus of the view that the Generation Tariff payable to any generating
company (by the distribution licensees within the state) would be determined only as per
the terms and conditions specified in the Generation Tariff Regulations, 2010 as amended
from time to time.

Hence, in view of the above facts and circumstances and legal provisions including the
Judgement of the Hon’ble Supreme Court, the contention of the Petitioner that tariff
should only be determined for 120 MW of generating capacity of Unit 2 and Unit 3 (out
of the total combined capacity of 240 MW) is inadmissible.
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A4: SUMMARY OF THE PETITION FILED BY THE PETITIONER

Overview of the Thermal Stations

4.1 TPCL currently operates five units at the Jojobera power plant. Of these, two units i.e.
Unit 2 and Unit 3 are the subject of ARR and tariff determination in the petition filed by
TPCL. The following table summarizes the information pertaining to both the units
which are subject to ARR and tariff determination exercise.

Table 3: Unit 2 and Unit 3
Unit Installed Status of Commercial Date of
Capacity( MW) Operation Operation
- Unit 2 Operational February 1, 2001
Unit 3 120 Operational February 1, 2002

Implementation of Order in Case 20 of 2010

4.2 The Petitioner has submitted that it had filed a Review Petition (Case 20 of 2010) against
the Tariff Order dated July 22, 2010 and had requested for revision of energy charges for
FY 2008-09. The Commission through its Order dated October 28, 2010 decided to true
up the energy charges for Unit 2 and Unit 3 with the next tariff petition. The Petitioner
has requested for revision of the energy charges and interest and working capital for the
year as shown in the Table below.

Table 4: Revised Expenses for FY 2008-09

Energy Charges 91.97 99.72
Interest on Working Capital 5.00 5.35

True up of FY 2009-10

4.3  The Petitioner has requested for true up of FY 2009-10 and has submitted the actual
performance of Units 2 and Unit 3 for FY 2009-10 on various operational and financial
related parameters. It has calculated the revised generation tariff based on the principles
enshrined in the PPA between TPCL and TSL.

4.4  The energy charges and fixed cost as proposed by the Petitioner for FY 2009-10, are
summarised in the following table:
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Table 5: Submitted Energy Charges for FY 2009-10

Plant Load Factor % 74.75 79.39
Heat Rate kCal / kWh 2632 2648
Gross Generation MUs 785.80 834.59
Aucxiliary Consumption % 10.58% 10.58%
Net Generation MUs 702.68 746.25
Specific Oil Consumption ml/ kWh 0.89 1.06
Energy Charges Rs Cr 103.33 111.82

Particulars

Table 6: Submitted Fixed Charges for FY 2009-10 (Rs Cr)

O&M expenses 22.23 20.14
Depreciation 32.54 32.19

Interest on Loan 2.00 5.90
Return on Equity 25.10 28.13
Interest on Working Capital 5.30 5.66
Income Tax (MAT) 5.14 5.76
Total Fixed Charges 92.32 97.79

Particulars

Revised estimation for FY 2010-11

4.5 The Petitioner has requested for revision of ARR of FY 2010-11 based on the actual
performance from April 2010 to January 2010 and projected performance for February
2011 to March 2011, based on the principles enshrined in the PPA between TPCL and
TSL. The energy charges and fixed cost as submitted by the Petitioner for tariff period of
FY 2010-11, are summarised in the following tables:

Table 7: Submitted Energy Charges for FY 2010-11*

Plant Load Factor % 77.23 82.78
Heat Rate kCal / kWh 2680 2680
Gross Generation MUs 811.89 870.15
Auxiliary Consumption % 10.40% 10.40%
Net Generation MUs 727.45 779.66
Specific Oil Consumption ml / kWh 0.79 0.88

Energy Charges Rs Cr 117.12 125.37
*As submitted in the ARR Petition
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Table 8: Submitted Fixed Charges for FY 2010-11 (Rs. Cr)*

Particulars

Unit 3
O&M expenses 23.79 21.55
Depreciation 32.54 32.17

Interest on Loan 0.00 1.96
Return on Equity 27.06 31.10
Interest on Working Capital 5.57 5.89
Income Tax (MAT) 6.74 7.74

Total Fixed Charges 95.70 100.42
*As submitted in the ARR Petition

Annual Revenue Requirement of FY 2011-12

4.6  The Petitioner has submitted that it has filed the ARR petition for FY 2011-12 in line
with Generation Tariff Regulation, 2010. Further, the ARR and Generation Tariff for FY
2011-12 has been proposed for 60 MW power each from Units 2 and Unit 3 allocated to
TSL (Distribution Area) only. The energy charge rate and the fixed cost as submitted by
the Petitioner is shown in the following tables

Table 9: Submitted Energy Charges for FY 2011-12

Y PR
Rs/kWh 171 171

Table 10: Submitted Fixed Charges for FY 2011-12 (Rs. Cr)

Particulars Unit 3

O&M expenses 33.22 31.14
Depreciation 23.25 23.10
Interest on Loan 1.83 2.01
Return on Equity 26.84 26.15
Interest on Working Capital 8.40 8.28
Incentive 6.78 3.29
Cost of LDO at Normative Availability 4.03 4.03
Total Fixed Charges 104.35 98.00
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AS:

5.1

5.2

PUBLIC CONSULTATION PROCESS

The public hearing was held on July 10, 2011 in Jamshedpur. The list of participants is
attached as Annexure-I.

The comments and suggestion of the members of the public along with the response
thereon of the Petitioner and the views of the Commission are detailed hereunder:

General Comments/Suggestions

Public Comments/Suggestions

53

54

55

5.6

5.7

Some consumers who attended the public hearing highlighted that the petition submitted
by TPCL only mentions sale of 120 MW of power to TSL whereas TSL in its tariff
petition has mentioned that the entire 240 MW of power being generated by TPCL is
purchased by TSL. Consumers asked the Petitioner to clarify this point.

The Consumers further pointed out that the cost incurred by the TPCL on account of
transportation of coal is exorbitant and that they should look for more economical means
of transportation of coal.

Consumers also opposed any hike in tariff and said that tariff should be maintained at the
current level itself.

Some consumers also pointed out that the company had not taken any measures or
initiatives for controlling pollution and any expenses claimed by them on such expenses
should be disallowed.

Consumers also mentioned that the petition filed by the company does not disclose the
cost of coal purchased from mines owned by their own group company, Tata Steel.

Petitioner’s response

5.8

59

5.10

The Petitioner clarified that they are going to sell the entire 240 MW of capacity to TSL.
Out of this 240 MW, 120 MW shall be sold at the tariff determined by the Commission
and the balance 120 MW shall be sold at firm price to be determined between the buyer
and seller. The Petitioner further stated, that though the petition is silent on matter of sale
of the balance 120 MW, it has clarified this point in the presentation made by it in the
public hearing that the balance 120 MW will also be sold to TSL.

The Petitioner also mentioned that the cost incurred on transportation is at the standard
rate charged by the Indian Railways for transport of coal. Further, they mentioned that all

bills pertaining to transport cost shall be made available at the behest of the Commission.

The Petitioner stated that they are taking all requisite measures to control pollution.
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5.11

The Petitioner also stated that price of coal procured from all sources has been clearly
disclosed in the Petition irrespective of whether or not these sources is a related group
company.

Commission’s View

5.12

5.13

5.14

5.15

5.16

The Commission has already mentioned its stand on the sale of 240 MW from the two
Units of Jojobera in Section A3: of this Order.

The Commission has prudently checked the transportation cost of TPCL and approved it
accordingly. However, the Commission appreciates the concerns raised by the consumers
and directs the Petitioner to look for avenues to control the transportation cost.

The Commission has approved Tariffs in line with the earlier methodology followed by
the Commission for period upto FY 2010-11 and has followed the Generation Tariff
Regulations, 2010 for allowing the costs and tariff for FY 2011-12.

The Commission has given directives with regard to the Pollution Control to the
Petitioner in the Directives Section of the Tariff Order.

The Commission has prudently checked the sources of coal purchase before approving
the costs pertaining to the same.
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A6:

6.1

IMPLEMENTATION OF ORDER IN CASE 20 OF 2010 FOR TRUE
UP OF FY 2008-09

TPCL has sought approval for the true up of energy charges for the year FY 2008-09 in
implementation of the Order of the Commission in Case No 20 of 2010. Such true up of
energy charges has also resulted in a change in the interest on working capital previously
approved by the Commission.

Weighted Average Gross Calorific Value (GCV)

Petitioner’s submission

6.2

6.3

6.4

6.5

6.6

TPCL had filed a review petition (Case 20 of 2010) to reconsider the energy charges
approved for FY 2008-09 by taking into account the weighted average of the gross
calorific value of coal instead of using simple average that had been previously used at
the time of approving energy charges in the Tariff Order for FY 2010-11.

The GCV of various types of coal submitted by the Petitioner has been arrived at by
dividing the total heat input contributed by a particular type of coal during the year by the
corresponding coal consumption of the year. Thus, weighted average GCV of coal has
been computed by considering coal consumption as weights.

The Petitioner has submitted data pertaining to the computation of yearly weighted
average GCV of different types of coal used. The yearly weighted average has been
computed on the basis of the monthly weighted average GCV (this information has been
submitted to the Commission vide letter no.JPP/JTERC/REG/150/10 on September 3,
2010) of coal for various sources from daily GCV of coal for FY 2008-09.

The Petitioner further submitted that the energy charges applicable for FY 2008-09 shall
also require to be trued up on the basis of the revised weighted average GCV
computation submitted by them. The Petitioner has submitted the revised calculation of
energy charges for Unit 2 and Unit 3 that has been computed by considering the weighted
average GCV of various sources of coal instead of taking into account the simple
average of GCV of various sources of coal as was done previously.

The Petitioner has requested the Commission to approve energy charges for FY 2008-09
for Unit 2 to the tune of Rs.91.97 Cr (as against Rs.91.12 Cr that had been approved in
the Tariff Order issued in FY 2010-11) and for Unit 3 to the tune of Rs.99.72 Cr (as
against Rs.99.08 Cr that had been approved in the Tariff Order issued in FY 2010-11)

Commission’s View

6.7

The Commission through its Order dated October 28, 2010 decided to true up the energy
charges of Units 2 and 3 in the Tariff Order for FY 2011-12.
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6.8

6.9

6.10

6.11

6.12

6.13

6.14

The Commission conducted a prudence check to determine the process by which the
GCV of various sources of coal is measured and recorded by the Petitioner. The process
of measurement and recording of GCV of coal used from various sources in both Unit 2
and Unit 3 was reviewed. A sample check was conducted to verify whether the GCV of
all sources of coal used in either of the two units is being recorded correctly on a daily
basis. The GCV of coal recorded on a daily basis, in turn, forms the basis of
determination of monthly GCV of coal used which in turn is used to determine the
weighted average GCV of all sources of coal consumed during the year in each of the two
units.

Accordingly, for the purpose of true up, the GCV of coal consumed at Unit 2, the
Commission approves the actual GCV of Middling Coal at 4466 kCal/kg, MCL Coal at
2998 kCal/kg, imported coal at 2993 kCal/kg, RJC coal at 3111 kCal/kg.

For Unit 3, the Commission approves the actual GCV of Middling Coal at 4472 kCal/kg,
MCL Coal at 2981 kCal/kg, imported coal at 2980 kCal/kg, RJC coal at 3077 kCal/kg.

The Table below provides calculations of the weighted average GCV that has been
approved for FY 2008-09 for different sources of coal based on the submissions made by
the Petitioner.

Table 11: Weighted Average GCV (kCal/kg) for FY 2008-09

Approved | Submitted | Approved | Approved Submitted by | Approved

by by by JSERC TPCL by
Particulars | JSERC in JSERC in in TO FY JSERC in
TO FY thisTO | 2010-11 this TO
2010-11
LG i 4494 4466 4466 4493 4472 4472
Coal
MCL Coal 3035 2998 2998 3011 2081 2081
RJC Coal 3058 3111 3111 3058 3077 3077
0 0 {2l 2925 2993 2993 2923 2080 2080
Coal
Tailing Coal [ENIL 3126 3126 3477 3299 3299

The change in calculation of GCV has led to a change in the computation of energy
charges vis-a-vis that allowed to the Petitioner for FY 2008-09 in Tariff Order issued in
FY 2010-11.

The Commission has considered the computation submitted by the Petitioner with respect
to energy charges for FY 2008-09. The Commission concludes that the energy charges
for both Units 2 and 3 for FY 2008-09 need to be trued up in the light of revision of
weighted average GCV considered for different sources of coal.

The table below provides trued up energy charges for FY 2008-09 as per the GCV that
has been approved on the basis of the revised weighted average GCV computation.
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Table 12 : Energy Charges (Rs Cr) for FY 2008-09

Approved Submitted | Approved | Approved Submitted | Approved
by TPCL by by JSERC by
JSERCin | in TO FY JSERC in
this TO 2010-11 this TO

91.97 99.09 99.72

by JSERC
in TO FY
2010-11

91.12

Particulars

Energy

Charges —

91.97

Interest on Working Capital

Petitioner’s submission
6.15 The Petitioner has requested the Commission to approve the revision in interest on
working capital due to the change in energy charges. As discussed above, energy charges
have changed because of the change in weighted average GCV computed for various
sources of coal for FY 2008-09.

Commission’s View
6.16 The Commission has approved energy charges for Unit 2 and Unit 3 that have been re-
computed based on the weighted average GCV allowed to the Petitioner for FY 2008-09
and agrees with the Petitioner that the interest on working capital needs to be

recomputed. Thereby, the following Table provides calculations of the interest on
working capital that has been approved by the Commission for FY 2008-09.

Table 13: Interest on working capital for FY 2008-09 (Rs Cr)

Approved Submitted | Approved Approved Submitted Approved
N by JSERC | by TPCL | by JSERC | by JSERC by TPCL | by JSERC
- in TO FY in this TO | in TOFY in this TO
2010-11 2010-11
Coal cost for 1 month 7.48 7.48 8.20 8.20
LDO Cost for 2 months 0.36 0.36 0.21 0.21
LA ML EIRES O 173 173 1.57 157
month
Receivables for 2 months 31.21 31.20 33.70 33.70
Total working capital 40.79 40.77 43.69 43.69
Interest on working 4.97 5.00 5.00 5.33 5.35 5.35
capital
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A7:

7.1

7.2

TRUE UP FOR FY 2009-10

The Petitioner has sought approval from the Commission for true up of variation in
certain elements of the ARR for FY 2009-10 which were provisionally trued up by the
Commission in the Tariff Order of FY 2010-11.

The Commission has analysed all the components of ARR for FY 2009-10 and has
undertaken the true up exercise of various components after due prudence check. The
component-wise description of the Petitioner’s submission and the Commission’s
analysis thereof is provided hereunder.

Basis of Variable Cost and Fixed Cost Determination

Petitioner’s submission

7.3

The Petitioner has submitted its proposal of variable and fixed charges in accordance
with the terms and conditions of the PPA and for parameters not specified in the PPA on
the basis of actual audited data.

Commission’s analysis

7.4

7.5

For FY 2009-10, the Commission had decided to undertake the true up exercise also in
accordance with the terms of PPA between TSL and the Petitioner (for parameters
specified in PPA) and in accordance with ‘Generation Tariff Regulations, 2004’ (for
parameters not specified in PPA).

However, for parameters where the actual figures show improvement in the efficiency of
the Generation Company or are more cost-effective vis-a-vis the terms and conditions of
the PPA/Generation Tariff Regulations, 2004, the Commission has decided to approve as
per actuals for the purpose of the true up exercise.

Plant Load Factor (PLF)

Petitioner’s submission

7.6

7.7

For the purpose of true up of costs for FY 2009-10, the Petitioner has submitted the
actual PLF in FY 2009-10, which is 74.75% for Unit 2 and 79.39% for Unit 3.

The Petitioner has submitted that the actual PLF for FY 2009-10 has been determined to
be the same as the PLF approved by the Commission for FY 2009-10 for both Unit 2 and
Unit 3.
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Commission’s analysis

7.8  The Commission has approved PLF for both units at the same level as that approved for
FY 2009-10 in the previous Tariff Order of FY 2010-11. In its previous tariff order, the
Commission has approved a PLF of 74.75% for Unit 2 and 79.39% for Unit 3.

7.9  The following table provides the trued up PLF for Unit 2 and Unit 3 for FY 2009-10.
Table 14: PLF for FY 2009-10

Approved by Submitted by Approved by
JSERC in TO TPCL JSERC in this TO
FY 2010-11

Unit 2 74.75% 74.75% 74.75%

Particulars

Unit 3 79.39% 79.39% 79.39%

Gross Generation
Petitioner’s submission

7.10  The Petitioner has submitted that the gross generation of FY 2009-10 of Unit 2 was
785.80 MUs and that of Unit 3 for FY 2009-10 is 834.59 MUs on the basis of the actual
PLF of 74.75% and 79.39% respectively for Unit 2 and Unit 3.

Commission’s analysis

7.11  The gross generation for FY 2009-10 was provisionally trued up by the Commission in
the previous tariff order issued for FY 2010-11 at 785.66 MUs for Unit 2 and 834.58
MUs for Unit 3. The Petitioner has submitted the actual gross generation values of FY
2009-10 for Unit 2 at 785.80 MUs and for Unit 3 at 834.59 MUs. The Commission has
approved the gross generation values for both units as submitted by the Petitioner. The
following Table provides gross generation for Units 2 and 3 for FY 2009-10.

Table 15 : Gross Generation (in MUs) for FY 2009-10

Approved by Submitted by Approved by
JSERC in TO TPCL JSERC in this TO
FY 2010-11

Unit 2 785.66 785.80 785.80
Unit 3 834.58 834.59 834.59

Particulars

Auxiliary Consumption
Petitioner’s submission

7.12  The Petitioner has submitted that the actual auxiliary consumption during FY 2009-10
was 10.58% for Unit 2 and 10.58% for Unit 3.
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Commission’s analysis

7.13 The Commission in its previous Tariff Order of FY 2010-11 had approved auxiliary
consumption for FY 2009-10 at 10.58% for both Unit 2 and Unit 3. The Petitioner has
maintained the same level of auxiliary consumption in the submission made by them in
the petition submitted for FY 2011-12. The Commission has therefore retained the
auxiliary consumption approved in the previous tariff order, as is shown in the table

below.
Table 16 : Auxiliary Consumption for FY 2009-10

Approved by Submitted by Approved by
JSERC in TO TPCL JSERC in this
FY 2010-11 TO

Unit 2 10.58% 10.58% 10.58%

Particulars

Unit 3 10.58% 10.58% 10.58%

Net Generation

Petitioner’s submission

7.14  The Petitioner has submitted net generation of 702.68 MUs and 746.25 MUs for Unit 2
and Unit 3 respectively.

Commission’s analysis

7.15  The Commission in its previous tariff order had approved net generation of 702.67 MUs
and 746.24 MUs for Unit 2 and Unit 3 respectively. The Commission determines net
generation for FY 2009-10 at 702.68 MUs for Unit 2 and 746.25 MUs for Unit 3 on the
basis of approved values of PLF, gross generation and auxiliary consumption. The Table
below provides net generation for Units 2 and 3 for FY 2009-10.

Table 17 : Net Generation (In MUs) for FY 2009-10

Approved by Submitted by Approv.ed b?’
JSERC in TO TPCL JSERC in this
FY 2010-11 TO

Unit 2 702.67 702.68 702.68
746.24 746.25 746.25

Particulars

g
=

E.
w

Station Heat Rate

Petitioner’s submission

7.16 The Petitioner has submitted that the station heat rate in FY 2009-10 for Unit 2 was 2632
kCal/kWh and for Unit 3 was 2648 kCal/kWh.
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7.17  The Petitioner has stated that at the time of execution of PPA, it was agreed with TSL
that the actual gross station heat rate will be considered for the purpose of tariff
computation.

7.18  The Petitioner has submitted the heat rate for FY 2009-10 has been actually determined
to be lower than that approved at the time of provisional true up in the Tariff Order issued
for FY 2010-11. The Petitioner has therefore requested the Commission to approve the
actual SHR for 2009-10.

Commission’s analysis

7.19 The Commission in its previous tariff order had approved SHR of 2680 kCal/kWh for
Unit 2 and Unit 3 respectively for FY 2009-10.

7.20 A lower Station Heat Rate results in fuel cost efficiency and helps bring about overall
reduction in costs. Since the actual SHR submitted by the Petitioner is lower than that
approved by the Commission in its previous tariff order, the Commission approves the
actual SHR, as submitted by the Petitioner. The Table below provides SHR for Units 2

and 3 for FY 2009-10
Table 18 : SHR (kCal/kWh) for FY 2009-10

Approved by Submitted by Approved by
JSERC in TO TPCL JSERC in this
FY 2010-11 TO

Unit 2 2680 2632 2632

Particulars

Unit 3 2680 2648 2648

Specific Oil Consumption
Petitioner’s submission

7.21  The Petitioner has submitted specific oil consumption of 0.89 ml/kWh and 1.06 ml/kWh
for Unit 2 and 3 respectively during FY 2009-10.

Commission’s analysis

7.22 The Commission in its previous tariff order had approved specific oil consumption of
0.97 ml/kWh for both Unit 2 and Unit 3 based on the provisional estimates submitted by
the Petitioner.

7.23  The Petitioner has now submitted that the specific oil consumption of Unit 2 for FY
2009-10 earlier estimated to be 0.97 ml/kWh in the Tariff Order issued in FY 2010-11,
was actually determined to be lower at 0.89 ml/kWh. However, the specific oil
consumption of Unit 3 for FY 2009-10 was actually determined to be higher at 1.06
ml/kWh than the estimated consumption approved at 0.97 ml/kWh in the Tariff Order
issued in FY 2010-11.
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7.24

7.25

The Generation Tariff Regulations, 2004 specify that maximum secondary fuel oil
consumption for coal-based generating stations shall be 2.0 ml/kWh. The Commission
notes that the actual performance of the station is superior to the norm specified in the
said Regulations.

The Commission therefore approves the actual consumption of oil as submitted by the
Petitioner at 0.89 ml/kWh for Unit 2 and 1.06 ml/kWh for Unit 3. The Table below
provides details regarding specific oil consumption for both units for FY 2009-10.

Table 19 : Specific Oil Consumption (ml/kWh) for FY 2009-10

Approved by Submitted by Approv.ed b?’
JSERC in TO TPCL JSERC in this
FY 2010-11 TO

Gross Calorific Value (GCV) of Primary and Secondary Fuel

Petitioner’s submission

7.26

7.27

7.28

7.29

7.30

The Petitioner has submitted that coal was primarily sourced from West Bokaro colliery
of Tata Steel (Middling Coal) and Mahanadi Coal fields, Orissa (MCL Coal). However,
the coal from other sources was also procured during FY 2009-10 including RJC Coal
and imported coal to make up for the severe crisis in coal stock owing to the shortfall in
the supply of Middling Coal.

The Petitioner has further submitted that the annual GCV from various sources of coal
has been computed as weighted average of monthly GCV from a particular source using
the monthly consumption from that source as weight. Monthly GCV has been determined
by computing weighted average of GCV of coal from that source using the daily coal
consumption from that source as weight.

The Petitioner has also submitted data pertaining to actual month wise weighted average
GCV for different sources of coal for FY 2009-10.

Accordingly, for the purpose of true up the GCV of coal consumed at Unit 2, the
Petitioner has submitted that the actual GCV of Middling Coal was determined at 4403
kCal/kg, GCV of MCL Coal was determined at 2813 kCal/kg, GCV of imported coal was
determined at 3354 kCal/kg, and GCV of RJC coal at 2885 kCal/kg in FY 2009-10.

For Unit 3, the Petitioner has submitted that the actual GCV of Middling Coal was
determined at 4366 kCal/kg, GCV of MCL Coal was determined at 2813 kCal/kg, GCV
of imported coal was determined at 3338 kCal/kg, and GCV of RJC coal at 2881 kCal/kg
in FY 2009-10.
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7.31

7.32

The Petitioner has submitted that the GCV of secondary fuel for FY 2009-10 was
determined at 9100 kCal/l for both units.

The Petitioner has submitted in the additional information and clarification provided by
them that for the purpose of computation of GCV of secondary fuel (LDO), the specific
gravity of LDO is assumed to be constant at 0.91 and GCV of LDO is taken at 10000
kCal/Kg. Hence the GCV of LDO in kCal/litre works out to 9100 kCal/l. Further, they
have submitted that the specific gravity of LDO usually varies from 0.88 to 0.93.
However, it is a standard industry practice to consider the specific gravity of LDO at
0.91.The Petitioner has followed the same approach for computation of GCV of LDO.

Commission’s analysis

7.33

7.34

7.35

7.36

7.37

Type of Coal

The Commission conducted a prudence check to determine the process by which the
GCV of various sources of coal is measured and recorded by the Petitioner. The process
of measurement and recording of GCV of coal used from various sources in both Unit 2
and Unit 3 was reviewed. A sample check was conducted to verify whether he GCV of
all sources of coal used in either of the two units is being recorded correctly on a daily
basis. The GCV of coal recorded on a daily basis, in turn, forms the basis of
determination of monthly GCV of coal used which in turn is used to determine the
weighted average GCV of all sources of coal consumed during the year in each of the two
units.

Accordingly, for the purpose of true up, the GCV of coal consumed at Unit 2, the
Commission approves the actual GCV of Middling Coal at 4403 kCal/kg, GCV of MCL
Coal at 2813 kCal/kg, GCV of imported coal at 3354 kCal/kg, and GCV of RJC coal at
2885 kCal/kg in FY 2009-10.

For Unit 3, the Commission approves the actual GCV of Middling Coal at 4366 kCal/kg,
GCV of MCL Coal at 2813 kCal/kg, GCV of imported coal at 3338 kCal/kg, and GCV of
RJC coal at 2881 kCal/kg in FY 2009-10.

The Commission has considered the explanation provided by the Petitioner with respect
to computation of GCV of LDO. In line with the norms adopted in previous Tariff Orders
and after validating of data submitted by the Petitioner, the Commission approves the
GCV of secondary fuel at 9100 kCal/l for both the Units for FY 2009-10.

The following Table provides the GCV of coal and secondary fuel (LDO) approved by
the Commission for FY 2009-10.

Table 20 : GCV of Coal (kCal/kg) and secondary fuel (kCal/l) for FY 2009-10

Approved by . Approved Approved by . Approved by
JSERCinTO | JuPmitted | pyjspRe | JSERCinTO | SUPMECSd | ySERC in
FY 2010-11 y in this TO FY 2010-11 y this TO

Middling 4405 4403 4403 4374 4366 4366
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Approved by . Approved Approved by . Approved by
JSERCinTO | SuPmited | pyjsgRC | JSERCinTO | SUPMNAd | gSERC in
FY 2010-11 y in this TO FY 2010-11 y this TO

Type of Coal

Coal

MCL Coal 2829 2813 2813 2809 2813 2813
Lo izl 3138 3354 3354 3329 3338 3338
Coal

RJC Coal 2877 2885 2885 2873 2881 2881
Secondary 9100 9100 9100 9100 9100 9100

Fuel (LDO)

Price of Primary and Secondary Fuel
Petitioner’s submission

7.38  The Petitioner has submitted the actual landed cost for various types of coal consumed in
Unit 2 and Unit 3 in FY 2009-10 for true up by the Commission.

7.39  The Petitioner has submitted that in FY 2009-10, wi