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BEFORE THE KARNATAKA ELECTRICITY REGULATORY COMMISSION
No.16 C-1, Miller Tank Bed Areq, Vasanthanagar, Bengaluru-560052

Dated 27" March, 2023

Present:
Sri. P. Ravi Kumar - Chdirman
Sri. H.M. Manjunatha - Member (Legal)

Sri. M.D. Ravi - - Member

In the Maﬁer of Defermlnqtron of Genenc Tcmff for Wmd Power Pro;ecis for ihe perrod
FY2023 24 io szozs -26. ' o

Precmble _ _ - _
1o The Commrssron vrde rts Order dored 05 06 2018 mondored procuremenr of_

_ wrrrd power by DlSCOMs only rhrough competr’rrve - reverse brddrng, wn‘h ’me NS B

-Generrc Torrrff defermrned by ’rhe Commrssron from ’rrme ro trme as the cerlrng S

_ prrce As such ihe ’rorrrff of Rs.3. 26 de’rermrned vrde Order dor‘ed 27. 02, 2019 wos
-prescrrbed os r‘he cerlrng ’rcrrrff for ’rhe purpose of: rorrff bosed reverse brddrng for '

Sy wind power pro;ec’rs for FY20 The obove r‘orJff was. crlso mcrde oppircqble for-;' i

"-'poymenr rowcrrds ony bonked energy purohosed by ’rhe Drs’rrrburron Lroensees._ S

_ond in such orher coses crs specrffed in ’rhe relevom orders of ’rhe Commrssron SRR

2. '_ 3The rurrffdeiermmed in fhe Order dcrred 27 02 20]9 was in force wrrh effecr from -
AprrJ 2019 ’ro 3]5 Mcrrch 2020 Subsequenrly vrde vorrous Orders rhe

Commrssron con’rrnued ?he obove cerlrng fcmff for brddrng purpose ond os per

~the Ioresr order dored ]O 02 2022 The obove Cerimg Torrff s Conrrnued Tr?l_ o i

3103 2023,

3. "-.'Thus the vcrirdrry of the orbove cerlrng ’ro.rrff rs Upro 31 03 2023 crnd :
' rherefore ’rhere is need fordeiermrnrng ’rhe cerlrng ’rorraff for furrher pereod -
Hence ’rhe Commrssron ;ssued a drscussron poper on 'De’rermlno’{ion of
Generrc Torrff for Wrnd Power Prorec’rs for The perrod _ FY2023 24 1o

FY2025 26 crnd rnvr’red commenrs/ vrews/suggesrrons from zn’reresfed persons..

The Commrssron hod proposed a cerlrng ’rorrff of RSS 9lumi A nor‘rfroohon
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inviting comment/views/suggestions was published in Deccan Heraid, Times of

India, Prajavani and Vijayavani Newspapers on 18.01.2023 and was alse hosiec

on the Commission's website. In response to the above, several stakehoiders

furnished their written submissions, the list of which is enclosed as Annexure-1.

Subsequently, the Commission held a public hearing in the matter on 10.03.2023,

duly publishing the hearing notice in Deccan Herald, Times of India, Udaya Vani

and Viiaya Vani Newspapers on 01.03.2023 and was also hosted on the

Commission's website, Only BESCOM made submissions before the Commission

during the Public hearing.

4. The gist of Comments/views/suggestions received and the Commission's views

Thereon is. discussed below;

: '1) Copatqi Cost

BESCOM
-{-Keeplng in view the capitat cost of Rs 5. 25 Crores / MW considered by TNERC

“in its recent orders and KREDL data w_h|ch_ vcu_rles from.Rs.S.OO Crores to .95

'_C_rore_s_,' _'BESCQM has proposed Capital cost of Rs.6.00 Crores / MW,

S -_?502 Power/IWTMA

_The copl’rol cost would be impocted bV 11’16’ fOifOWan

i)

.--Lond chumhon In procuremem of fond developer has fo reg|s’rer
'-_'-footprmts of WIG well in odvonce wn‘h the quie Nodal Agency. Wind
. 'p_rOjecTs have limitation relaz‘ed l‘o specific _w_md_resources assessments,

_ Which_ impact the costs, Ieo_d_ing fo :h_i'g'her cost.

Tro'nsporfaﬁon' Cosi Smce developers are msioi%zng h|gher size. wmd
-furbmes W|Th Ionger bicdes ond more welghi The cosT of 1ronsporfohon - |

' "hos mcreosed subsfosn’nc:lly

vaocu_ation lnfros%ruc’rure: The new wind projects are in remote locations

and dedicated transmission system as fo be conslructed by developer,

which reqguires huge investments.
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iv}  The CERC as per its Reguiations, 2012 has proposed the capital cost
based on indexation. That the WPl data has increased from 99.40in FY18

fo 127.101in FY22, indicating that the Steel cost is increasing continuously.

v} Higher CUF reguires high rating turbines, which are costlier (comment by
IWTMA only)

In view of the above the O2 has proposed the capital cost of Rs.9.00 Crores /
MW and IWTMA at Rs.8.50/MW,

Commission's Decision;
The Commission in the discussion paper had proposed Rs.6.35 Crores / MW
based on 'fhe median value of the data furnished by KREDL. The BESCOM's

: proposol of Rs. 6 00 Crores is same as the modal value of the data. Developers

i hove sought Rs 8. SO fo 9.00 Crores/MW,

" '_"_'_Th_e -s_u_t_:_:m_i_s_si_ons made by 02 Power at Sub-paras i} to iii} of 4({1} is not

jsup'por.fe'd by data to justify the same. Further, it is noted that CERC is not

- ".determmmg tor[ff for wmd prOJecis in the recent past and Therefore the

;reference mode fo 201 2 Regulohons is not relevant,

iy :'__The ComszSion no’res ’rho’r mciudmg The Two prOJecTs wh|ch hod copnol cos’r o

"-'__of Rs 8 42/MW the wezghied overoge cos’r works out ’ro Rs 6 3 Crores/MW-

' ) _:Keepmg In wew 1he obove and the submissmns made. by sfakeholders, i'he

i ';3'-Comm|55ton deCides tfo adopt a cc:pital cost of Rs, 6 50 Crores/MW

_.CUF: |

: 'fPCKL

= Some of The wmd generotors have proposed 40.78% CUF for green ammonic

| _'ond green hydrogen projects in ’me Komotoko State.'In ’rhls regard, o

'_-_s’ro’femem is enclosed by PCKL

"BESCOM:_
BESCOM has submitted that the CUF of wind mills assigned to BESCOM varies
from 16_%_ {0 28%, except in case of two-projects having CUF of 34% and 35%.
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The maximum CUF in Gujarat is 26.27% and in Tamil Nadu, it varles from 18% to

30%. Hence, the proposed CUF of 33% may be reviewed.

Commission’s Decision:
The Commission had proposed a CUF of 33% based on the average of data

furnished by KREDL,

Regarding PCKL's suggestions, the Commission notes that the statement
furnished by PCKL indicates CUF of 40.78% for wind generator for a single

project which cannof be adopted while determining the generic tariff.

The CUF data submitted by BESCOM, includes old projects which had lower

- hub-heighfs. The new plants coming up have hub-heights in the range of 90

' _' 'To 120 n_n_e‘rers. As a results the CUF would be _highe_r for new pionT_s,_

o The Commlssmn is of the view that the qverage CUF. of 33% cons&deﬂng the

'--dcn‘a of 33 prolects fumished by KREDL, is reasonabie und decides to udopt

.':'."'-_PCKL hos subm;ﬁed ihat, Wlnd DIroj ecfs do no? quuwe much O&M expenses Rt .

: '_::the same.
0 &_M e')'(pe'nses.: .

i -'__-'_':excep’r for mcmz‘enonce and solones Hence Comm|5510n moy conSIder' SRS

:Rs 9 6 Lokhs /. MW for The bose yeor lns’feod of RS. ]G E,okh / MW proposed

_. BESCOM hos submlﬁed that, The O&M expenses is omved at conmdenng FY20_ '
- b_o_s_e year data o_f Rs.8 Lakhs / MW and escalated by 5% / annum, During FY20,

FY2] ’&'-FY22 there was no inflation due 1o Covidh19. Excluding these yeors |

S | consnderzng lnﬂohon for FY23 at 5%, _’rhe O&M expenses would be Rs.8 .80. Lokhs -
S -'/ MW BESCOM hos proposed O&M expenses of Rs.9 Lokhs / MW

3 .'Commlssmn 5 Decislon

_ The Commnssnon noies that the statement of BESCOM thot there was no

'mﬂohon is not supported by any data.

[ﬁﬁ% Wind Tariff Order-2023
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4)

The Commission while determining the generic tariff in the year-2019, had
considered Rs.8.00 Lakhs / MW in the base year FY20 as the O&M expenses
and had provided an escalation at 5% /annum. Considering the above

inflation rate of 5%, the O & M expenses in FY24 works out fo Rs.2.6 Lakhs / MW,

Hence, the Commission decides to adopt O & M expenses of Rs, 10 Lakhs/MW

in FY24, with an annual escalation of 5 % Per annum.

Depreciation:

PCKL:

‘The Commission has proposed 6.50% of depreciation for balance period of

:’ren—yeors. However it works oui to 2.22% for the balance pe_rEod.

: '__Commrsslon $ Decisnon

' _-Regordrng F’CKLS submission, the Commission notes that, $0% of ’rhe

"deprecroble assets works out to 76.50% of the capital cost. Thus the

'3'deprecrob§e amounts remornmg at the end of 15-years wou!d pe 6.50% of the

copltol cost which. needs fo be recovered over perlod of ’ren -Years, whlch I_

"_'_meons 0. 65% of The coprfol cosr woulcl be recovered eorch yeor of ’rhe

i :bolonce penod Hence PCKL conien‘rron is not correcr

. The Commrssron decroles fo. prov:de 467% of the copn‘ol cost as ’rhe

| '_deprecsohon per onnum on straight-line method for The frrst fifteen yeors To

o -ensure dept servicing.

_For rhe purpose of deprecrohon excludmg land cosr the vcr]ue of_ :

e deprecroble ossei‘s is consrdered as 85% of the Copr’ro! Cos’r {CC} Thus 90%_

'-'of deprecroble ossers oﬁer consrdenng 10% solvoge vcrlue works outto 76 50% R .

of Coprtol cost (0. 90x 85 of CC). Since 70% of Capifal cosr is recovered in the
frrst 15-years, the -remaining 6.50% of deprecrohon Is proposed to be -

: recovered during the remaining period of the power plant life.
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5)

Debt tenure and Interest rate:

BESCOM has submilted thal the average IREDA rate is 8.95%, PFC rate is 8.75%
and SBI MCLR is 7.85%. Therefore, BESCOM has proposed 9% as the interest

rate,
Commission's decision;

The Commission in the discussion paper had proposed interest rates of 9.50%,

considering the rates prevailing then.

The Commission notes thai, with effect from 17.06.2022, Iindian Renewable

Energy Development Agency (IREDA) has revised the interest rates, which

varies from 8.45% 1o 9.45% for Wind prOJec’rs based on g{c}des, for private

' sector borrowers. For PSUs it varies from 8. 20% o 8. 95%

' Slmllcrly, PFC has. rewsed the mom‘hly rm‘e of m’reres’f from Ol .03.2023, wh|ch S
~varies from 8.70% 10 9.20% for RE pro;ecfs based on grades for pnvote sec’ror__' -

- borrowers For PSUs it varies from 8 45% ’ro 9 20%

As per the latest data available for Murch '2023 the MCLR of SBI is rangih'g_ e
' .beiween850% to 8.70% for loan 1enure vorylng from one yeor ’ro ’rhree yecxrs L :
-'_Consadermg 200 bps qbove MCLR 1he mGXImum mferesi rofe would be'_-"_.

i ;1070%

| :'Thus the inferest rc ro’re varies from 8,45% fo 10 70%, dependlng Upon ’rhe lendlng' i

- jfogency

-:In view of the mcrease in Iendlng rates the CommlsSfon for the purpose of. i

o de termining the fariff consicers 10, 50% as The ;edsonoble mferest rafe..

- .;Hence the Comrmssnon dec:des fo cdopi 10. 50% as ihe sn’reresi ra’re for debi IR e

- _and debi ienure of 15 years,

6)

_lnferesf on working capliak:
The BESCOM has proposed 10% as IWC keepmg in view SB| MCLR of 7 70% fo o

8.00% and considering additional 200 bc5|s pomfs

! /E Wind Tariff Order-2023
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7)

: _fon RoE The Income Tcx cn‘ %he rcﬂes {mcludmg surcharge & cess] prevc:ullng in: . S

Commission’s views:

The Commission had proposed tWC as 1 1% considering 150 basis points above

the term toan interest rate.

Hence, based on the interest rate on term loan of 10.50%, the Commission

decides to adopt IWC of 12.00%.

Income Tax:

BESCOM has proposed that the payment of Income tax including surcharge
and cess shall be lower of actual tax remitted or the tax computed on Rok,
Also, any refunds or credits after stessme_nfs orders shall be reimbursed to

ESCOMs.

: ;_Commission decision;

The Commission clemdes io crllow lncome Tcx, surchorge & cess os a pess~"

_ '_through without fecforlng the same in the tariff computehons The c::mount of -
“Income Tax, surcharge & cess shcm be worked ou’r on ’rhe omoun’f of RoE_
opproved by the Comm|55|on The paymen’r of Income tex mciudmg.-'_'

: '-surcherge and cess shall be Iower of oc?uol tex remlﬁed or: The Tcrx compu’led_.:_.

it f:-_fhe reievon’r years sholl be clcumed seporotely from The ESCOMS duly.;__"-"i

o . furmshlng the necessory proof ofTex paymem R

9

fOther Paramefers _
The Comm|35|on has nof recelved omy comments on other porome’rers_.

_nc:me_ly Debt: Equn‘y Rq’fi_o, DebT 1e_nur_e, Au_xrllqr_y consumphon_and R_QE.

."Therefore the Comm;ss;on dec;des 10 odop’r The obove poremefers 05:-.: '

: _'.‘I_'proposed in the dlscusmon poper ;

9

i Tunff
| PCKL has submitted thatin ’rhe recemSECI idls, The Tonffde’rermzned for wmd.
' prOJecTs is in the range of Rs 2.90 To Rs 2. 95 per Unl’r ' '

C@%ﬁ} Wind Tariff Order-2023
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BESCOM has submitted that, GVVNL has discovered lowest wind tariff of
Rs.2.84 / Unit, 2,89 / Unit and 290 / Unit quoted by Gujarat SEC, NTPC
renewable and SJVN respectively, Further, the price discovered in the latest
SECI bid is 2.69 / Unit. TNERC has determined o fariff of Rs,2.86 / Unit, MERC has
approved Rs.2.65 / Unit discovered through competitive bidding and RERC
has allowed Rs.2.44 / Unit for exiension of PPA after the expiry of PPA term,
Hence, BESCOM has proposed fhe fariff of Rs.3.00 / Unit.

Commission's decision;

PCKL & BESCOM have not furnished any delails regarding the concession
provided by SECI and other States while calling the bids, to justify the same.

The gist of the parameters considered by the Commission for tariff

o determination is indicated below:

Existing as per

Parameter

: 27.02.2019 order Approved
Debt; Equity 70:30 70:30
RoE 14% 14%
~lincome Tax Pass through Pass through
. interest . on |10.50% = 1 10.50%
4 term loan

- § Depreciation

i 4.67% for the ‘first 15
A4 years, and:the ‘Dalonce.
spread. over the life  of,
the project

15-

4,67% for the first 15-

years, -and the balance
the.

spread over.
remaining life period of
the project e

Aulliary _

Interest on WC | 11.50% 12,00%
{ Capital  Cost | 600~ 650
e S
Rs Crs/MW
| O&: M . as | 8lakhs/MW in base year | 10 lakhs/MW in base
| percentage of . ' o year
| CC ‘for base '
‘0-& M annual | 500% 5.00%
.| escalation -
| PLF 31% 33%
0.5% 0.5%

_Consider_ing the above parameters, the levellized tariff works out to Rs.3.34 per

unit.,

wind Tariff Order-2023
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10} Hence, the following order. -

ORDER

i) The Commission, hereby orders that the generic tariff for wind power
projects shall be Rs.3.34 [Three Rupees and thirty-four paise only] per unit
as determined in this order and shail be applicable for the period FY2023-
24 10 FY2025-26;

i} Rs.3.34/unit tariff determined in this order shall be the ceiling tariff for the
purpose of calling tariff based reverse bidding for wind power projects
aduring FY2023-24 to FY2025-26.

i) This Order shall be in force with effect from 15 April, 2023 fo 314
March,2026. ' '

This Order Is signed and |ssued by . the Karnataka Electricny Regulqiory
mmlsswnonih|527'hduyoqurch2023 ' ' B

SSe== m‘iﬁ)k% '

(P JHavi Korfrar (H.M. MANJUNATHA]

e

Memberflegal] . Member
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Annexure-1
List of Persons who made written submissions
1. Karnataka Power Transmission Corporation Limited, Bengaluru
Power Company of Karnataka Lid., Bengalury
Bangalore Electricity Supply Company Ltd., Bengaluru.
2 Power Pvt. Ltd., Gurugram.

ISR S A

indian Wind Turbine Manufacturers Association, New Delhi.
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