BEFORE THE TELANGANA STATE ELECTRICITY
REGULATORY COMMISSION
11-4-660, 5th Floor Singareni Bhavan, Red Hills, Hyderabad – 500 004
Case No: OP. No: 93 of 2015

IN THE MATTER OF
1. Not to give consent to the PPA between CSPDCL and TSDISCOMs.
2. To direct the TSDICOMs to submit the power procurement plan.
3. Not to give consent to the PPA entered in to through MoU route.
4. To direct the TSDISCOMs to procure power through open competitive bidding only.
5. Not to give consent to the PPA as there is uncertainty in the determination of tariff.
6. To reject the PPA as many provisions in the proposed PPA are detrimental to the interests
of electricity utilities as well as consumers in Telangana
7. To conduct public hearing on the PPA
8. To give us an opportunity to be heard in person

IN THE MATTER OF
Name and full address of the petitioner:

M.Thimma Reddy
Convenor
People’s Monitoring Group on Electricity Regulation
139, Kakatiya Nagar,
Hyderabad – 500 008
And

Name and address of the Respondents:
Chairman and Managing Director, TSSPDCL, Hyderabad.
Chairman and Managing Director, TSNPDCL, Warangal.
Chairman and Managing Director, CSPDCL, Raipur, Chhattisgarh.
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AFFIDAVIT VERIFYING THE MEMORANDUM OF OBJECTIONS

I, M. Thimma Reddy, son of late M.Pothi Reddy, resident of 139, Kakatiya Nagar,
Hyderabad – 8, do hereby solemnly affirm and state as under:

1. I am the Convenor of the People’s Monitoring Group on Electricity Regulation
(PMGER), the applicant in the above matter and am duly authorised by the said applicant
to make this memorandum of objections on its behalf.
2. The statements made in the paragraphs of the accompanying memorandum of objections
now shown to me are true to my knowledge, derived from the material gathered by
PMGER and made available to me and are based on information and advice received
which I believe to be true and correct.
Hyderabad
Solemnly affirm
Dt: 17-10-2015

Deponent
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1.1
The following are our comments on draft Power Purchase Agreement (PPA) between
Chhattisgarh State Power Distribution Company Limited (CSPDCL) and Telangana State
electricity distribution companies TSDISCOMs (TSSPDCL & TSNPDCL) in response to the
Public Notice issued by the Telangana State Electricity Regulatory commission (TSERC) in
OP. No: 93 of 2015. Here we may mention that the above Public Notice is not dated.
1.2
The above mentioned Public Notice called for written submissions from stakeholders
on the draft PPA. It did not mention about the public hearing. We request the Commission
to conduct public hearings on the same before taking any decision on the above issue to
elicit detailed views and analysis of all the issues involved in the larger public interest.
We also request the Commission to direct the TSDISCOMs to furnish replies to our
objections in time for meaningful and productive public process.
2.1
The Telangana state government plans to take power generation capacity in the state
to 24,075 MW by 2018. The present capacity available to Telangana is about 8,290 MW. In
the next three years the state government aims to increase this capacity by more than three
times! Is there the need for such massive capacity addition in such a short time? Is the power
consumption in the state going to increase by 200% in the next three years? The proposed
1000 MW power procurement from CSPDCL is a part of the above capacity addition plan.
As massive additional power generation capacity will be available within the state by 2017
we do not see any need to procure power from CSPDCL.
3.1
According to the National Electricity Policy and National Tariff Policy from the year
2011 utilities shall procure electricity through competitive bidding only. As the present PPA
is being entered in to through MoU route instead of competitive path it is violates the national
policies meant to improve transparency and efficiency in power procurement.
3.2
The reasons for adopting MOU route instead of competitive bidding route are not
known. If the reason is attributed to the objective of responding to current power crisis in
Telangana, it would be more logical. However, that is not the case. As we can see that power
under this PPA can be procured only after grant of open access by CTU, which can happen
after a minimum period of two years with the completion of Wardha-Maheshwaram line.
Thus, there is no specific advantage in adopting MOU route over Competitive Bidding route,
and as such MOU route is not recommended.
3.3
Additionally, there are several Generators and suppliers in the NEW grid, in both
public and private sector, who are willing to supply power at a very competitive rates. This is
clear from the response utilities in southern region are getting whenever competitive bidding
has been called for, for procuring power on short term, medium term and long term basis. It

will not be out of place to mention that the neighbouring state of Andhra Pradesh will be
procuring power at the rate of Rs. 4.27 per unit arrived under competitive bidding process.
Compared to this power from CSPDCL will be purchased at the rate of Rs. 4.90 to Rs. 5 per
unit. This is decided through mutual consultation. No bidding. The consumers in Telangana
have to bear the additional burden because of this non-transparent power procurement.
3.4
However, the only stumbling block in not drawing above power from NEW grid has
been lack of sufficient transmission corridor connecting southern corridor from North. In
such a scenario, TSDISCOMs should have gone for competitive bidding route instead of
MOU route adopted now, which would have resulted in huge savings for the State.
3.5
There are several highly risky and detrimental clauses found in the PPA now signed
with CSPDCL. This is because the PPA is taking MOU route, and not competitive bidding.
3.6
PPA or MOU: Schedule 2 of this PPA refers to a PPA between Chhattisgarh State
Power Generation Company Limited (CSPGCL) and Chhattisgarh State Power Distribution
Company Limited (CSPDCL) dt: 03-01-2011. However, in the monthly report on broad
status of thermal power projects in the country, prepared by the Central Electricity Authority,
GOI, for April, 2015, it is stated that an MOU has been executed with CSPDCL for sale of
100% power on 03-01-2011.
 TSDISCOMs may please clarify whether it is a MOU or a PPA that is referred
in Schedule 2 of the PPA now submitted for approval of TSERC.
 If it is a PPA between CSPGCL and CSPDCL, then whether the above PPA
has been approved by the CSERC or not? Being a critical PPA, it needs to be
established whether it has received the consent of the CSERC. Without such
consent, then the PPA now submitted to TSERC for consent cannot be
allowed.
In this regard, TSDISCOMs may furnish a copy of the approved PPA between CSPGCL and
CSPDCL.
4.1
An important aspect of the PPA under examination is that the TSDISCOMs are not
entering in to the agreement with the electricity generation company, CSPGCL in the present
case but with another distribution company namely, CSPDCL. We would like to know why
TSDISCOMs are not entering in to agreement with the company that actually generates
power.
4.2
In the present case the CSPDCL shall be operating as a trader as it procures power
from CSPGCL and sells it to TSDISCOMs. What is more, it will be an inter state transaction.
We would like to know whether the CSPDCL has the inter state trading license to sell power
to TSDICOMs.
5.1
The term of PPA under examination will be 12 years only. Compared to this PPA
with BPL for Ramgundam plant is for 30 years. Even PPAs with gas based power plants in
the past are for more than 15 years. This short term of the PPA will be to the disadvantage of
the Telangana state. Further there is no provision for buy out of the plant after the completion
of the PPA term. This implies that even after fully meeting the fixed cost obligations under
the PPA the procurers, TSDISCOMs in the present case, will not have any say in the

management of the plant. This will be detrimental to the interests of the Telangana state
utilities and electricity consumers in the state.

Tariff related issues:
6.1
Basic information that any PPA shall contain is the expected tariff at which the
procurer would buy power from the supplier for the duration of the agreement, year on year,
and detailed procedure for arriving at the above tariff. However, in the PPA now submitted
by the TSDISCOMS there is no mention of any tariff at which TSDISCOMS would buy
power from CSPDC. Schedule 4 of the PPA dealing with tariff merely mentions certain
parameters like ROE, Interest on loan capital, depreciation etc., which would be considered
for determination of tariff. The exact details of the above parameters and procedure that
would be adopted for determination of tariff is not available anywhere. It is not clear how this
schedule would help in the determination of tariff?
We request the Commission not to give consent to the above PPA in the absence of above
particulars. We also request the Commission to direct TSDISCOMs to furnish detailed tariff
particulars for the term of the agreement and the procedure adopted for determining the tariff.
6.2
Recovering Fixed Charges: Alarmingly, certain provisions in the PPA will force
TSDISCOMs to pay huge fixed costs to CSPDCL, even without receiving energy, for no fault
on its part.
 Article 6.5.3 states that, “Notwithstanding anything contained in Articles 6.5.1
and 6.5.2 above, the supplier shall recover all Fixed Charges even in case the
Procurers do not schedule the entire Aggregate Contracted Capacity,
subject to the Power Station having declared Normative Availability as per the
terms of this Agreement.”
 The Wardha-Maheshwaram (W-M) line is expected to be completed by the
year 2017. There are many factors which would influence the quantum of
corridor that would be allotted to TSDISCOMS by CTU given the requirement
of 1000 MW under the PPA. It will take many years even after the completion
of Wardha-Maheswaram line (W-M line) for TSDISCOMs to get allotted
entire 1000 MW capacity transmission open access. The carrying capacity of
W-M line is about 4000 MW, and this would be available only after the
completion of all upstream and downstream lines in Western grid and southern
grid connecting the W-M line. Even after the completion of main W-M line,
open access would be permitted to all stake holders in a phased manner.
Several States like Tamil Nadu, Andhra Pradesh etc., have already applied for
open access and these States would be given preference over TSDISCOMS in
the allotment of corridor.
 For reasons mentioned above, if TSDISCOMs are allotted corridor less than
the requirement of 1000 MW, the TSDISCOMs shall end up paying huge
fixed costs to CSPDCL for the short fall in allotted capacity.
For example, if TSDISCOMS are allotted 400 MW during the year 2018 of
the required 1000 MW capacity, TSDISCOMS shall pay capacity charges to
CSPDCL for the unutilized capacity of 600 MW as per the provisions of
Article 6.5.1. Assuming a capacity charge of Rs 2.50/unit, total capacity

charge payable to CSPDCL by TSDISCOMs without receiving energy would
be: 600 x 8.76 x 2.5/10 = Rs.1,314 crore/year. This harmful provision needs
to be deleted to avoid payment of huge fixed costs by TSDISCOMs.
6.3
As per Article 1, the term ‘Fuel’ is defined as, “the primary fuel used to generate
electricity, namely domestic coal.”
 The term ‘domestic coal’ needs to be clearly defined.
 Whether it refers to coal from a specific domestic coal mine which is allotted
to the Marwa thermal station, or any other source in the entire country?
 It is also to be clarified whether the above term also includes expensive coals
like ‘auctioned coal’ etc.
 If the term fuel refers to the coal from a specific coal mine allotted to this
power station, in such a case, if sufficient coal is not available to meet the
obligations under this PPA, will the developer be allowed to procure coal from
alternate sources of coal or not? If yes, then how the additional costs would be
treated?
 If alternate sources are not permitted, then would it be treated as Force
Majeure condition for the Power Station forcing the procurers (TSDISCOMs)
to pay the capacity charges for the energy not dispatched?
The above issues need to be clarified.
We request the Commission to direct the signatories to the PPA to make the Fuel Supply
Agreement public. It may be posted on the websites of TSDISCOMs as well as the
Commission.
6.4
Details of total capital cost including interest during construction are not given. It may
please be clarified, whether norms fixed by the CERC for the determination of capital costs
for various capacities of power plants, followed by prudent check of total costs, would be
followed by the CSERC or not?
6.5
It appears that there is no certainty to the tariff that would be applicable for the power
procured by TSDISCOMS. This varies as per the amendments made by CSERC from time to
time.
 For example, Power Station’s Net Capacity is defined as 1000 MW, being the
installed capacity of the power station measured at ex-bus, reduced by the
normative auxiliary power consumption as prescribed by CSERC from time to
time.
 As per Article 4.3.1, the PAFM and PAFY shall be computed in accordance
with the formula prescribed by the CSERC in its regulations, and as may be
amended from time to time.
This kind of uncertainty in the determination of tariff is not generally seen in the PPAs and
not a desirable thing in the interest of TSDISCOMS. This issue needs to be looked into by the
TSERC.
6.6

Article 5.1.4 deals with adhoc tariff payable by the procurer to the supplier.








Art. 5.1.4. (c ) states that, “ Both the Supplier and the Procurers agree that the
billing and payment shall be done on an adhoc or provisional basis as per the
proposal submitted by CSPGCL to the CSERC.”
Art. 5.1.4. (d ) states that, “ The Supplier shall inform the Lead Procurer of any
adhoc Tariff determined by the CSERC for the sale of electricity under the
power purchase agreement dated 03 January 2011, pending the determination of
the actual Tariff, for the purpose of billing on a provisional basis, subject to
adjustment as and when such Tariff is determined.”
It is not clear from the above, whether the payments of procurer to the supplier,
prior to determination of actual tariff by the CSERC, would be based on proposals
submitted by CSPGCL to the CSERC or on the basis of adhoc tariff determined
by the CSERC. This needs to be clarified.
It is also not clear how the adjustments would be made after actual tariff has been
determined. Whether entire excess amount would be paid back to procurer along
with interest, if so how the interest rate would be decided or the excess amount
would be adjusted in future bills, or any other method for the purpose of
adjustments needs to be clearly specified.

7.1
Article 6.7.3 of the PPA states that, “If any Procurer does not avail power up to the
available capacity provided by the Supplier corresponding to such Procurer’s Contracted
Capacity, the Supplier shall be entitled to sell such available capacity not scheduled by such
Procurer, to any person without losing the right to receive the Capacity Charges from the
Concerned Procurer for such unavailed available capacity. In such a case, the sale realization
in excess of the Energy Charges, shall be equally shared by the Supplier with the Concerned
Procurer….”.
 The above article puts the TSDISCOMs in a serious disadvantageous position.
The PPA is for entire 1000 MW capacity and TSDISCOMs should have total
liberty to use the above power in whatever manner they want. Schedule 5 is
only indicative of the relative requirement of each of the TSDISCOMs. Any
changes in consumption patterns, requirement of individual DISCOM without
affecting the overall contracted capacity under this PPA should not result in
any overall additional burden. But the above Article treats the current PPA as
a separate agreement entered with each of the DISCOMs by the supplier
limiting suppliers obligation to each of the DISCOMs in the ratio specified at
Schedule 5. This has serious implications for TSDISCOMs.
 Following example illustrates how the above provision would result in
additional financial burden on TSDISCOMS.
 Total Capacity: 1000 MW.
 Capacity allotted to SPDCL: 700 MW
 Capacity allotted to NPDCL: 300 MW
 Assuming capacity charge: Rs 3/unit, Energy charge: Rs 2/unit. (other
charges like wheeling/transmission charges are ignored)
 Period considered 1 year
Case 1 (Drawals as per Schedule 5):
Scheduling by SPDCL: 700 MW
Scheduling by NPDCL: 300 MW
Charges payable by SPDCL: 700 X 8.76 X 3 + 700 X 8.76 X 2/10=Rs 3066 cr

Charges payable by NPDCL: 300 X 8.76 X 3 + 300 X 8.76 X 2/10=Rs 1314 cr
Total charges payable by two DISCOMS: Rs.4,380 cr
Case 2 (underdrawal by one company, say NPDCL):
Scheduling by NPDCL: 100 MW
Charges payable by NPDCL: 300X8.76X3/10+100X8.76X2/10= Rs 963.60 cr
Scheduling by SPDCL: 700 +200 =900 MW
Charges payable by SPDCL: 900x8.76x3/10+900x8.76x2/10= Rs 3942 cr
Charges shared (50% over energy charges) by the supplier with
TSNPDCL= 200X8.76X3X1/10X1/2= Rs 262.80 cr
Net charges payable by TSNPDCL = 963.60-262.80=Rs 700.80 cr
Total charges payable by TSSPDCL and TSNPDCL = Rs 4642.80 cr
Hence, additional burden on TSDISCOMS in case 2 = 4380-4117.29= Rs 262.80 cr
The above additional burden can be avoided if the above Article is suitably amended to
allow TSDISCOMs to decide on the power share as per their requirements and
accordingly schedule power.
The Commission is requested to amend the above Article accordingly.
7.2
Article 6.7.3 of the PPA further states that, “…If both Procurers do not avail of the
available capacity corresponding to their Contracted Capacity, provisions of this Article shall
be applicable to them mutatis mutandis and in such case, fifty percent (50%) of the excess
over Energy Charges recovered by the Supplier from sale to third party shall be retained by
the Supplier and the balance fifty percent (50%) shall be provided by the Supplier to the
Concerned Procurer(s) in the ratio of their available capacity not dispatched by such
Concerned Procurer(s) and sold by the Supplier to third parties. During this period, the
Supplier will also continue to receive the Capacity / Fixed Charges from such Procurers.”
Even in this case also TSDISCOMs would be losing 50% of the revenue realized over and
above energy charges by CSPDCL from sale to third parties for the energy not availed by
them.
This provision shall be suitably amended to ensure that the entire proceeds of the sale to
third parties accrue to TSDISCOMs. TSERC may decide on marketing margin that
may be paid to CSPDCL by the TSDISCOMs. Alternately, TSDISCOMs shall have
power to sell any unutilized capacity by them for sale to third parties.
8.1
As per article 1 of the PPA, Normative Annual Plant Availability Factor or “NAPAF”
shall mean eighty five percent (85%) of the Aggregate Contracted Capacity at the
interconnection point for full recovery of fixed charges on a Contract Year basis. However,
Article 6.5.1 states that, “The Procurers shall apply for the open access for the contracted
quantum of energy and the period. If the Open Access is granted for 80% to 100% of the
Contracted quantum of power Capacity for a particular period, the ‘Supplier’ will have to
arrange for scheduling of a minimum of 80% of the Aggregate Contracted Capacity during
that period in energy terms.”

Thus, as per this clause, even if open access is granted for 100% capacity, the supplier
has the obligation to supply only upto 80% of the Aggregate Contracted Capacity. The
two clauses appear to contradict each other.
Hence, the Article 6.5.1 shall be suitably amended to provide scheduling of a minimum of
85% of the capacity for which open access is granted and which shall not be less than 80% of
Aggregate Contracted Capacity.
8.2
Article 1 defines the Contracted Capacity with respect to each procurer as, “the power
contracted by the ‘Supplier’ from the Power Station for supply to the Telangana State
DISCOMs, viz., TSSPDCL and TSNPDCL, as per the proportion laid out in Schedule 5 of
this Agreement and which is co-terminus with the approved transmission capacity by the
CTU for evacuation of the power from the Supplier’s Delivery point.”
 It is not clear how supplier would meet his obligation under the PPA if the
approved transmission capacity by the CTU is below the minimum threshold
PLF required to operate the power plant? Would the supplier compensate the
above power from alternate sources of power supply as stated at Article 6.8?
Or the supplier would not supply any power at all and still claiming capacity
charges for the entire capacity?
TSDISCOMs may clarify the above issue.
9.1
Article 5.1.3 of the PPA states that, “all taxes levied by the competent authority,
electricity duty, cess or otherwise any levy, by whatever name or names called or either
described by an Indian Governmental Instrumentality, in respect of the energy generated by
the Developer, including cess or on Auxiliary Consumption or any other type of
consumption, including water, environment protection shall be paid for by the Supplier, and
reimbursed by the Procurers. Applicable service charges on the Trading Margin, if any, shall
also be borne by the Procurers.”
 TSDISCOMs may please furnish the particulars of current level of all taxes,
electricity duty, cess, levy or cess on auxiliary consumption etc,. stated above.
 It is clear that the entire above burden is a clear pass through to the procurer
without any protection.
 All these taxes and duties are outside the regulatory purview and depends on
whims and fancies of concerned state governments.
Hence we request the TSERC obtain the details of current levels of above taxes, duties etc.,
and ensure their reasonableness and allow any upward revisions to the account of the supplier
only.
9.2
Article 1 defines the Installed capacity as the sum of nameplate capacities of the units
of the Power Station, confirmed by the respective performance tests. TSDISCOMs may
furnish the details of performance tests.
9.3
The terms and conditions of the PPA signed by the Generator (CSPGCL) with
CSPDCL will have direct bearing on the tariff at which power is procured by the
TSDISCOMS. It is possible that some of the provisions of above PPA, say incentives,
disincentives etc,. may contradict the provisions of the procurers PPA with the supplier. In
such an event, it is not clear which PPA would be considered as final?
TSDISCOMs may clarify this issue.

10.1

Scheduled Delivery Date(s) and Term of Agreement:
 Scheduled Delivery Date(s) (SDDs): As per Article 1, Scheduled Delivery
Date(s) (SDDs) is stated to have the meaning ascribed thereto in Article 6.1.1
of the PPA. Article 6.1.1 states that, “Subject to the approval to be accorded
by the CTU for the Transmission corridor, the Supplier shall be responsible to
commence supply of power up to the Aggregated Contracted Capacity by the
dates on which the Developer commences supply of power from each of the
Units of the Power Station under the agreement dated 03 January 2011, and
which shall be commencement of supply of 500 MW power from the date of
commissioning of the first Unit of the Power Station by the Developer and the
balance 500MW from the date of commissioning of the second Unit of the
said Power Station, which shall be the Scheduled Delivery Date(s).”
TSDISCOMs are requested to furnish the details of commissioning dates of
Unit 1 and Unit 2 of Power Station by the developer.


Term of Agreement:
i. Article 2.2 states that, “Subject to the terms of this Agreement, this
Agreement shall continue in force from the Effective Date to Expiry
Date, unless earlier terminated to Article 2.3.” As per Article 2.1, this
agreement shall come into effect from the date it is executed by the last
of the Parties and such date shall be referred to as the “Effective date”.
As the date of signing of this PPA is 22nd September 2015, it is
presumed that effective date is 22nd September 2015.
ii. And Expiry date is defined in Art 1 as the date which is the 12 th
anniversary of the Delivery Date or such extended period as mutually
agreed upon by both parties.”
iii. There appears a conflict between Art 2.2 and definition in Art 1 in
deciding the term of the Agreement. As per the Article 2.2, the
effective date for commencement of term of the agreement has already
taken place, which is 22nd September, 2015. Whereas, as per Article 1
under definition clause, term of the agreement commences from
Delivery Date. Though the term Delivery Date is nowhere defined,
presuming that Delivery date is same as Schedule Delivery Date, it is
very clear that delivery date and effective date which is date of
execution of this contract, are not one and the same. This ambiguity
need to be clarified and set right.

10.2 Revised Scheduled Delivery Date(s): It is stated in Article 6.1.3 of PPA that, “the
supplier and the procurers may mutually agree for commencement of supply of power in a
phased manner from the Revised Scheduled Delivery Date(s) as specified in this Agreement.”
I.
It is not clear where these details are given in the PPA.
II.
It is also not clear what is the meaning of the term “phased manner”?
III.
Does it mean that the supplier would agree for supply of power which is coterminous
with the approved transmission capacity by the CTU? If so what would be the Aggregate
Contracted Capacity for the payment of capacity Charges? Would it also change in tune with
the approved transmission capacity? If so, how the tariff would be determined by the
CSERC? What would happen to the balance capacity of Power Station? Who would bear the

stranded costs? Would all these changes again require the approval of concerned regulatory
commissions, i.e. TSERC and CSERC?
TSDISCOMs are requested to clarify these issues.
10.3 The next question arises as to what would happen if CSPDCL does not agree to revise
the Scheduled Delivery Date(s)? Does it not result in cancellation of approved transmission
capacity by the CTU? What will happen to all the investment made by TSDISCOMs to
evacuate power from the delivery point/interconnection point in anticipation of supply of
power under this PPA? Would it be reimbursed by the CSPDCL? How these costs are
determined and recovered? This needs to be included in this PPA.
11.1 The PPA between CSPDCL and TSDISCOMs has many provisions that are
detrimental to the interests of TSDISCOMs. This cannot be termed as an agreement, between
two equal parties, under any circumstances. There are several ambiguities, uncertainties,
missing links which need to be addressed first before proceeding any further. The provisions
of PPA are completely biased in favour of CSPDCL and against TSDISCOMs. As there are
many gaps in the proposed PPA it gives a chance to CSPDCL to fill these gaps according to
its interests to the detriment of utilities and consumers in Telangana. We request the
Commission not to give consent to the above PPA and direct TSDISCOMs to go for
competitive bidding route for purchase of any power.
11.2 As the above PPA has serious implications for the State of Telangana we request the
Commission to conduct public hearings on the proposed PPA with CSPDCL to elicit
detailed views and analysis of all the stakeholders in the larger public interest.

Prayer to the Commission:
1. Not to give consent to the PPA between CSPDCL and TSDISCOMs.
2. To direct the TSDICOMs to submit the power procurement plan.
3. Not to give consent to the PPA entered in to through MoU route.
4. To direct the TSDISCOMs to procure power through open competitive bidding only.
5. Not to give consent to the PPA as there is uncertainty in the determination of tariff.
6. To reject the PPA as many provisions in the proposed PPA are detrimental to the interests
of electricity utilities as well as consumers in Telangana
7. To conduct public hearing on the PPA
8. To give us an opportunity to be heard in person

Deponent

