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BEFORE THE HIMACHAL PRADESH ELECTRICITY REGULATORY COMMISSION AT
SHIMLA

PETITION NO: 25/2024
CORAM
Sh. DEVENDRA KUMAR SHARMA
Sh. YASHWANT SINGH CHOGAL
Sh. SHASHI KANT JOSHI

In the matter of:

Approval of Capital Cost along with Additional Capitalization and Determination of Tariff
for Sainj Hydro Electric Project (HEP) (2x50MW) from COD to Financial Year (FY) 2023-24
under the Himachal Pradesh Electricity Regulatory Commission (Terms and Conditions for
Determination of Hydro Generation Tariff) Regulations, 2011 and its amendments
thereafter and under Section-62 read with Section 86 of the Electricity Act 2003.

AND
In the matter of:

Himachal Pradesh Power Corporation Ltd. (HPPCL)......cccccoooiiiiiieiiiiecceeeee, the Petitioner

ORDER

The Himachal Pradesh Power Corporation Limited (hereinafter called the ‘HPPCL’ or
‘Petitioner’ or ‘Applicant’) has filed a Petition with the Himachal Pradesh Electricity
Regulatory Commission (hereinafter referred to as ‘the Commission’ or ‘HPERC’) for
approval of Capital Cost and Determination of Tariff for Sainj Hydro Electric Project (HEP)
(2x50MW) (hereinafter referred to as the ‘Project’ or ‘SHEP’) from COD to FY 2023-24
under the Himachal Pradesh Electricity Regulatory Commission (Terms and Conditions for
Determination of Hydro Generation Tariff) Regulations, 2011 as amended from time to
time (hereinafter referred to as ‘HPERC Hydro Tariff Regulation, 2011") and under Section-
62 read with Section 86 of the Electricity Act 2003 (hereinafter referred to as “the Act”).

The Petitioner took significant time in responding to the clarification and queries raised by
the Commission. On several occasions, the information provided was either incomplete or
did not address the query of the Commission adequately. As a result, even post the written
submissions, clarifications were sought verbally from the Petitioner.

The Commission has heard the Applicant, interveners, stakeholders and stakeholder
representatives through various representations. The Commission has also held formal
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interactions with the officers of the HPPCL and having considered the documents available
on record.

After considering the Petition filed by the Applicant, the facts presented by the Applicant
in its subsequent filings, the responses of the Applicant to the objections and documents
available on record, and in exercise of the powers vested in it under section 62, 64 and 86
of the Electricity Act, 2003 accepts the application with modification, conditions and
passes the following Order for determining the capital cost and tariff of Sainj Hydro Electric
Project (HEP) (2x50MW) from COD to FY 2023-24.

The Commission has determined the Capital Cost and Aggregate Revenue Requirement
(ARR) for Sainj Hydro Electric Project (HEP) (2x50MW) from COD to FY 2023-24 under the
*HPERC Hydro Tariff Regulation 2011’ and under Section-62 read with Section 86 of the
Electricity Act 2003. The approach adopted by the Commission with regard to approval of
capital cost and ARR for Sainj Hydro Electric Project (HEP) (2x50MW) from COD to FY
2023-24 have been summarized in the detailed Order.

-Sd/- -Sd/- -Sd/-
(SHASHI KANT JOSHI) (YASHWANT SINGH CHOGAL) (DEVENDRA KUMAR SHARMA)
Member Member, Law Chairman

Shimla
Dated: 05t June 2024
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1.

1.1

1.1.1

1.1.2

INTRODUCTION

Himachal Pradesh Electricity Regulatory Commission

The Himachal Pradesh Electricity Regulatory Commission (hereinafter referred
to as ‘HPERC' or ‘the Commission’) constituted under the Electricity Regulatory
Commission Act, 1998 came into being in December 2000 and started
functioning with effect from 6th January, 2001. After the enactment of the
Electricity Act, 2003 on 26th May, 2003, the HPERC has been functioning as a
statutory body with a quasi-judicial and legislative role under Electricity Act,
2003.

Functions of the Commission

As per Section 86 of the Electricity Act, 2003, the State Commission shall
discharge the following functions, namely

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;

b) 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;
c) facilitate intra-state transmission and wheeling of electricity;
d) issue licences to persons seeking to act as transmission licensees,

distribution licensees and electricity traders with respect to their
operations within the State;

e) promote co-generation 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 licence;

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

g) levy fee for the purposes of this Act;

h) specify State Grid Code consistent with the Indian Electricity Grid Code
specified with regard to grid standards;
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1.1.3

1.2

1.2.1

1.2.2

1.2.3

1.2.4

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

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

k) Discharge such other functions as may be assigned to it under this Act.

The State Commission shall advise the State Government on all or any of the
following matters, namely

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

b) promotion of investment in electricity industry;
C) reorganization and restructuring of electricity industry in the State;
d) Matters concerning generation, transmission, distribution and trading of

electricity or any other matter referred to the State Commission by
State Government.

Himachal Pradesh Power Corporation Ltd.

The Himachal Pradesh Power Corporation Limited (HPPCL), was incorporated
in December 2006 under the Companies Act, 1956, with the objective to plan,
promote and organize the development of all aspects of hydroelectric power on
behalf of Himachal Pradesh Government (GoHP) and Himachal Pradesh State
Electricity Board (now the HPSEBL). As per Electricity Act 2003 section-10(2)
subject to the provisions of this Act, the duties of a generating company shall
be to establish, operate and maintain generating stations, tie-lines, Sub-
stations and dedicated transmission lines connected therewith in accordance
with the provisions of this Act or the rules or regulations made there under. As
per Memorandum of Association and Article of Association dated 05.12.2006
the GoHP has a 60%, and the HPSEB has 40% shareholding in the HPPCL.

The Government of Himachal Pradesh (GoHP) has allocated 22 hydroelectric
projects to the HPPCL for development under the state sector, with a combined
installed capacity of 2817 MW. The HPPCL achieved a significant milestone by
commissioning its first hydroelectric project on 01.09.2016. Currently, the
corporation operates three hydro power stations with a total installed capacity
of 276 MW and is actively involved in constructing three additional hydro
projects, which will add up to 628 MW upon completion.

Moreover, there are 10 projects in the stage of investigation and pre-
construction clearances, with a combined capacity of 1325 MW. Additionally,
there are eight projects in the pre-feasibility stage, with a total capacity of 927
MW. The HPPCL is also serving as the nodal agency for the development of the
Kishau Multipurpose Project (660 MW), which will be executed through a
Special Purpose Vehicle involving the Governments of Himachal Pradesh and
Uttarakhand. Himachal Pradesh has a 50% share in this project, bringing the
total allotted potential to 3147 MW.

The HPPCL, apart from Hydro Power Development, intends to diversify its
power development activities in other areas such as thermal, renewable
sources of energy, mainly solar power etc.
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1.3

1.3.1

1.3.2

1.3.3

1.3.4

1.3.5

1.4

1.4.1

1.4.2

1.4.3

Multi Year Tariff Framework

The Commission follows the principles of Multi Year Tariff (MYT) determination,
in line with the provision of Section 61 of the Act.

The Commission has issued Himachal Pradesh Electricity Regulatory
Commission (Terms and Conditions for Determination of Hydro Generation
Tariff) Regulations, 2011 vide notification dated 01.04.2011 (hereinafter
referred to as’"HPERC Hydro Tariff Regulation, 2011’ or “Regulations”).

Subsequently, the Commission has made the following amendments to the
above Regulations:

a) HPERC (Terms and Conditions for Determination of Hydro Generation
Tariff) (First Amendment) Regulations, 2011 dated 30.07.2011.

b) HPERC (Terms and Conditions for Determination of Hydro Generation
Tariff) (Second Amendment) Regulations, 2013 dated 01.11.2013.

C) HPERC (Terms and Conditions for Determination of Hydro Generation
Tariff) (Third Amendment) Regulations, 2018 dated 22.11.2018.

In line with the provisions of the ‘HPERC Hydro Tariff Regulation, 2011’as
amended from time to time, the Petitioner has filed this Petition No. 25 on
03.06.2023 for seeking approval of Capital cost along with additional
capitalization and determination of tariff for Sainj Hydro Electric Project (HEP)
(2x50MW) from COD to FY 2023-24.

The Commission has reviewed the Petition filed by the HPPCL and has finalised
this Order based on the review and analysis of the information contained in the
Petition, additional submissions in response to data gaps, necessary
clarifications submitted by the Petitioner and views expressed by the
Stakeholders.

Interaction with the Petitioner

The HPPCL has filed the application/Petition for approval of Capital cost along
with additional capitalization and Determination of tariff for Sainj Hydro Electric
Project (HEP) (2x50MW) from COD to FY 2023-24, with the Commission on
03.06.2023. Based on various observations/deficiencies pointed out by the
Commission, the HPSEBL has submitted further details and clarifications
subsequently.

Based on preliminary scrutiny of the Petition, the Commission, through a letter
dated 15.07.2023, directed the Petitioner to provide details regarding the first
set of deficiencies identified in the Petition. The Petitioner submitted their reply
on 14.09.2023. The Commission admitted the aforementioned Petition
submitted by the Petitioner vide interim Order dated 05.02.2024. There have
been a series of interactions between the HPPCL and the Commission, both
written and oral, wherein the Commission sought additional information/
clarifications and justifications on various issues, critical for the analysis of the
Petition.

The Petitioner was asked to remove various deficiencies/ provide additional
information vide following HPERC communications:
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Table 1: HPERC Communication with respect to (w.r.t) deficiencies to the Petitioner

S. No. HPERC’s Communication Date (dd.mm.yyyy)
I HPERC-F(1)-63/2023-1007-1008 15.07.2023
II HPERC-F(1)-63/2023-2011 12.10.2023
III HPERC-F(1)-63/2023-3006 19.12.2023
v HPERC-F(1)-63/2023-3812 13.02.2024
Deficiencies post Technical Validation Session: HPERC-F(1)-
Y 63/2023-3945 22.02.2024
1.4.4 The queries raised by the Commission vide above mentioned letters with

respect to the Petition were replied by the HPPCL. However, delay in submission
and non-submission of the complete information remained a major bottleneck.
The following submissions made by the Petitioner in response there to, have
been taken on record:

Table 2: Petitioner response w.r.t deficiencies raised by the Commission

Submission of the Petitioner

__ Date (dd-mm.yyyy) _

I Response to HPERC's Letter dated 15.07.2023 14.09.2023
II Response to HPERC's Letter dated 12.10.2023 06.11.2023
111 Response to HPERC's Letter dated 19.12.2023 18.01.2024
I\Y Response to HPERC's Letter dated 13.02.2024 27.02.2024
Deficiencies post Technical Validation Session: Response to
v HPERC's Letter dated 22.02.2024 15.03.2024
1.5 Public Hearings
1.5.1 The Petitioner published the salient features of the Petition by the way of a

Public Notice in the following newspapers:

Table 3: List of Newspapers for publication of Stakeholders Comments

Date of Publication

Name of News Paper

I Dainik Jagran 18.02.2024
II The Tribune 18.02.2024
ITI Himachal Dastak 19.02.2024
v The Indian Express 19.02.2024

1.5.2 The Commission invited suggestions and objections from the public on the
Petition filed by the Petitioner in accordance with Section 64(3) of the Electricity
Act, 2003 subsequent to the publication of salient features by the Petitioner.
The Public notice, issued by the Commission, inviting objections/ suggestions
was published in the following newspapers:
Table 4: List of Newspapers for Public Notice by Commission
S. No. Name of News Paper Date of Publication
I Dainik Bhaskar 23.02.2024
11 The Tribune 23.02.2024
1.5.3 Through the aforementioned publications, the interested parties/ stakeholders

were asked to file their objections and suggestions on the Petitions and
rejoinders to the replies filed by the Petitioner for which dates were specified
by the Commission in the publications.
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1.5.4 The stakeholders were requested to file their objections by 21.03.2024. The
HPPCL was required to submit replies to the suggestions/ objections to the
Commission by 22.03.2024 with a copy to the objectors.

1.5.5 The Commission decided to conduct the public hearing and, therefore, issued
a public notice informing the public about the scheduled date of public hearing
as 23.03.2024. All the parties, which had filed their objections/ suggestions,
were informed about the date, time and venue of the public hearing for
presenting their case.

1.5.6 The Commission has considered the submissions made by the Petitioner and
the various objections raised by stakeholders carefully for the purpose of
issuance of this Order. Further, the received objections/ suggestions from the
Stakeholders are discussed in subsequent chapter of this Order.
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2.

2.1

2.1.1

2.1.2

STAKEHOLDER OBJECTIONS

Introduction

As detailed out in Chapter-1 of this Order, the Commission through Public
Notice in various newspapers informed the public/ stakeholders about the date
for filing comments/ objections and date of public hearing as 23.03.2024 for
the Petition of Approval of Capital Cost along with Additional Capitalization and
Determination of Tariff for Sainj Hydro Electric Project (HEP) (2x50MW) from
COD to FY 2023-24.

Accordingly, the public hearing was conducted on 23.03.2024 in the
Commission. The Comments/Suggestions were received on the Petition from
the Consumer representative, the Himachal Pradesh State Electricity Board
Limited (HPSEBL) and the Himachal Pradesh Power Transmission Corporation
Limited (HPPTCL). Issues raised by the stakeholders in their written
submissions, along with replies given by the Petitioner and views of the
Commission on the issues raised are summarized in the following paragraphs.

Stakeholders’ Submissions

2.1.3

The Consumer Representative pointed out that the Petition submitted by
Petitioner for determination of capital cost and tariff from COD until FY 2023,
as well as the request for approval of additional capitalization, lacks the
necessary detail required by the Commission’s Regulations. These Petitions do
not clearly determine the annual fixed charges from COD until FY 2023-24, and
are therefore vague, providing very few details. They do not appear to meet
the requirements set by the HPERC Hydro Tariff Regulations.

Petitioner’s Response

2.1.4

The Petitioner has submitted that the Petition has been filed as per the relevant
HPERC Regulations and procedures. Further, the Petitioner submitted that the
detailed replies on queries from the Commission with respect to the Petition
stands submitted.

Commission’s Observations

2.1.5

The Commission partially concurs with observation of the stakeholder.
However, the Commission while analyzing the Petition has raised multiple set
of queries asking for requisite additional information and clarification required
for processing the Petition and determining the Tariff for the respective years
for the Sainj HEP. The details of clarification sought and submissions with
respect to the same are covered as part of Chapter 3 and 4 of this Order.
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Stakeholders’ Submissions

2.1.6 The Consumer Representative pointed out that the Petitioner has submitted
the capital costs, along with additional capitalization and tariff determination
proposal based on projections for the Control Period for FY 2023-24. These
projections seem to be based on projected capital and annual costs/charges
under each year of Control Period including true-up period. Since the matter
regarding water cess was finally decided by the Hon’ble Court, the Petitioner
needs to review the present Petition accordingly. A detailed tariff proposal
regarding the category-wise tariff impact on the Consumers based on increases
proposed, should be submitted; otherwise, the utility may not be allowed to
increase the tariff.

Petitioner’s Response

2.1.7 The Petitioner has submitted that the needful will be done as per the directives
of GoHP and water cess policy.

Commission’s Observations

2.1.8 The Commission has noted down the comments of the stakeholders and has
determined the capital cost of the project and tariff as per the provisions of the
Regulations and after doing required prudence check.

Stakeholders’ Submissions

2.1.9 The Consumer Representative has highlighted that the annual fixed charges,
capital costs, additional capitalization, etc., needs to be prudently worked out
by the Petitioner to facilitate effective determination of the tariff by the
Commission.

Petitioner’s Response

2.1.10 The Petitioner has submitted that the annual fixed charges, capital costs and
additional capitalization etc., in respect of Sainj HEP has been worked out as
per the relevant HPERC Regulations & procedures.

Commission’s Observations

2.1.11 The Commission has noted the submissions. The matter with respect to annual
fixed charge has been discussed in Chapter 4 of this order. The Commission
has undertaken detailed review of the capital cost and additional capitalization
of the project as discussed in the Chapter 3 of this Order. Further, the annual
fixed charges and energy charge have been worked out based on the approved
capital cost and ‘HPERC Hydro Tariff Regulations, 2011’ in the Chapter 4 of this
Order.

Stakeholders’ Submissions

2.1.12 The Consumer Representative pointed out that the Petitioner is required to
devise an effective mechanism to address its losses for the Sainj HEP and for
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the company. It was also suggested that the Petitioner should submit a
concrete proposal for addressing the losses to the Commission.

Petitioner’s Response

2.1.13 The Petitioner has submitted that it has requested the Commission to devise a
mechanism to overcome the loss/profit incurred since COD of the plant. It also
mentioned that the right to decide the same rests with the Commission.

Commission’s Observations

2.1.14 The Commission has determined the tariff for the project based on the effective
date of agreement between the Petitioner with the HPSEBL for supply of power
from the Sainj HEP. The same is in line with the Order of the Commission
passed on 13.02.2023 for entering into PPA with the HPSEBL. Generation being
a delicensed activity, the Petitioner had chosen to sell its power through
exchange, or any other mechanism is the past. Therefore, any power sold by
the Petitioner prior to execution of the PPA was not under the current
arrangement with the HPSEBL and therefore does not fall under the purview of
the existing PPA. The Commission is of the firm view that any profit/loss
incurred prior to the date of supply of power under the PPA is to the account
of the Petitioner and the Consumers of the state cannot be burdened with any
additional cost incurred prior to the effective date of PPA.

Stakeholders’ Submissions

2.1.15 The Consumer Representative highlighted that legal expenses in respect of
Court, arbitration cases in respect of Civil, E&M and other works in Sainj HEP
are quite high (Rs. 193.04 Cr.) which are going to escalate in future as matters
are stated to be sub-judice. The stakeholder has suggested that a focused
strategy to expedite settlement/disposal of these cases requires to be devised
to curtail capital cost of the project.

Petitioner’s Response

2.1.16 The Petitioner has submitted that the suggestion has been taken up with their
management and is being complied.

Commission’s Observations

2.1.17 The Commission takes note of the stakeholder submissions with respect to the
high cost under legal /arbitration cases. The Commission shall review the same
based on the outcome of same subject to prudence check and detailed analysis.

Stakeholders’ Submissions

2.1.18 The Consumer Representative mentioned that the Petitioner should explain its
decision regarding the payment adjustment of permanent assets which have
not been considered in the total capital costs of project and left to be considered
during true-up. The Petitioner requires to make serious efforts to settle these
amounts to submit a true capital cost for approval.
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Petitioner’s Response

2.1.19 The Petitioner has submitted that the suggestion of the stakeholder has been
taken up with their management and is being complied.

Commission’s Observations

2.1.20 The Commission has noted the submissions. Further, it is observed that any
additional costs would further increase the tariff and scope for any hike is
limited. The Petitioner should carefully examine the additional claim and reduce
any further impact on the capital cost of Sainj HEP.

Stakeholders’ Submissions

2.1.21 The Consumer Representative pointed out that the Petitioner may be allowed
to avail the benefits of Hydro Purchases Obligations (HPO) / Renewal Purchase
Obligations (RPO) as per mandate of CERC /HPERC /MoP Regulations/
Notifications etc., on the matter issued from time to time.

Petitioner’s Response

2.1.22 The Petitioner has submitted that the suggestions of the stakeholder has been
taken up with their management and are being complied.

Commission’s Observations

2.1.23 The Commission has noted the submissions. The entitlements of the Renewable
Energy Certificates to the hydro stations shall be in accordance with the
provisions of the relevant Regulations. Also, any HPO claim shall be required
to be made by the beneficiary from the project i.e., HPSEBL.The decision shall
be taken based on the proposal submitted by the Petitioner in this regard.

Stakeholders’ Submissions

2.1.24 The Consumer Representative pointed out that the Petitioner has not submitted
the collection efficiency for each year of the Control Period. The Petitioner is
also required to submit the category-wise collection efficiency during the
previous, i.e., 4th Control Period.

Petitioner’s Response

2.1.25 The Petitioner has submitted that the category-wise collection efficiency does
not have relevance with Generating Stations.

Commission’s Observations

2.1.26 The Commission has noted the submissions and agree to the response
submitted by the Petitioner.
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Stakeholders’ Submissions

2.1.27 The Consumer Representative pointed out that efforts are required by the
Petitioner to ensure maximum generation of power and sale thereof to increase
revenue generation in each HEP and review their performance at regular
intervals. An integrated approach to be ensured for sale of power of the Sainj
HEP to the HPSEBL through Govt. and outside in view of sufficient net saleable
energy available with these projects after their commissioning. Free power to
Govt. agreement needs to be reviewed to bring it to minimal to have more
power for sale to make these HEPs self-sustaining by generating revenue and
profits.

Petitioner’s Response

2.1.28 The Petitioner has submitted that the needful will be done as per H.P Govt.
directions / policy in this regard.

Commission’s Observations

2.1.29 The Commission agree with the Petitioner that the free power falls under the
domain of the GoHP. However, the Commission has allowed the same in the
tariff as per the Regulations and the National Tariff Policy.

Stakeholders’ Submissions

2.1.30 The HPSEBL during the Public hearing submitted that in Page No. 03 of the
Petition, actual Capital cost claimed as on COD is given as Rs. 1288.04 Cr.
against the approved DPR cost of Rs. 676.29 Cr. and the Petitioner has shown
the difference in this cost due to time over run as the scheduled commissioning
as per contract was in March-2015, whereas actual COD of the project was on
04.09.2017, which escalated the capital cost of the project. It has been
submitted that the time over run cost shall not be transferred to the
beneficiaries. Since, the actual cost is very high as compared to the DPR cost,
therefore, it is prayed that detailed prudence check for the expenditure incurred
as per the Regulations 11, 12 and 13 of the Himachal Pradesh State Electricity
Regulatory Commission (HPERC) (Terms and Conditions of Determination of
Hydro Generation Tariff) Regulations, 2011 and its amendments thereof.

Petitioner’s Response

2.1.31 The Petitioner has submitted that the claim has been filed as per the provisions
of the HPERC Regulations. Further, the detailed justification along with the
supporting documents submitted with the main Petition and its subsequent
replies against the queries raised by the HPERC are available at the HPPCL
website.

Commission’s Observations
2.1.32 The Commission has considered each and every aspect and has approved the

claim of the Petitioner including IDC after doing required prudence check as
discussed in the subsequent chapters of this tariff order.
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Stakeholders’ Submissions

2.1.33 The HPSEBL submitted that at Para No. (3.3) of the Petition, the Additional
Capital Expenditure incurred ‘upto Cut-off date’ and ‘beyond Cut-off date’ may
be considered by the commission as per the Regulation 13 of the HPERC (Terms
and Conditions of Determination of Hydro Generation Tariff) Regulations, 2011
and its amendments thereof, after prudence check of expenditure for the cut
off period applicable for Sainj HEP.

Petitioner’s Response

2.1.34 The Petitioner has submitted that the claim has been filed as per the provisions
of the HPERC Regulations.Further, the detailed justification along with the
supporting documents submitted with the main Petition and its subsequent
replies against the queries raised by HPERC are available at the HPPCL website.

Commission’s Observations

2.1.35 The Commission has noted the submissions and has allowed the claim of the
Petitioner for additional CAPEX after doing required prudence check as
discussed in the subsequent chapters of this tariff order.

Stakeholders’ Submissions

2.1.36 The HPSEBL submitted that the Debt: Equity ratio as claimed by the Petitioner
is 70:30 on COD and project wise segregation of the equity is not maintained
in HPPCL accounts and has requested for prudence check of the same and
consider the same as per the Regulation.

Petitioner’s Response

2.1.37 The Petitioner has submitted that the claim has been filed as per the provisions
of the HPERC Regulations. Further, the detailed justification along with the
supporting documents submitted with the main Petition and its subsequent
replies against the queries raised by HPERC are available at the HPPCL website.

Commission’s Observations

2.1.38 The Commission agree to the submissions of the stakeholders and has allowed
the debt: equity ratio as per the provisions of the Regulations and as per the
approved DPR/TEC of the Project.

Stakeholders’ Submissions

2.1.39 The HPPTCL has highlighted the Para No. 2.3.4 (vii) of the Petition, which states
that the HPPCL signed PPA with the HPSEBL for Sainj HEP on 29.03.2023 to
which the HPPTCL was not a party. The HPPCL in this PPA has agreed to sell
50% share of Power from Sainj HEP to HPSEBL. It has been agreed in the Para
No. 3.0 of the PPA that the HPSEBL shall make arrangements separately for
evacuation of power and for payment of evacuation charges etc. with
concerned agencies, the HPPCL shall not be responsible for the same in any
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manner. In this regard, it is to submit that EHV transmission system in the
State of HP is owned partially by the HPPTCL and partially by the HPSEBL. The
inter-state transmission system is operating in integration and not in isolation.
Further, it is submitted that the HPPTCL in recent years has made significant
investments in developing transmission system in the state of HP for
evacuation of power of HEPs. A number of such Transmission assets have been
completed/ commissioned and tariff Orders for some of these projects have
also been issued by the HPERC and tariff approval for remaining assets is
pending with the HPERC. Therefore, with respect to Sainj HEP’s 50% power
evacuation to the HPSEBL through the HPPTCL system, the HPPTCL shall be
entitled to recover proportionate transmission charges corresponding to the
HPPTCL Intra-state system from the HPSEBL as claimed in 5th MYT Petition
filed on 10.01.2024.

Petitioner’s Response

2.1.40 The Petitioner submitted that the submissions regarding the same already
stand submitted to the Commission and has requested the Commission to pass
such order considering the interests of the HPPCL.

Commission’s Observations

2.1.41 The Commission has noted the submissions raised by the stakeholder (i.e.
HPPTCL). Further, the issue of the transmission charges is not the subject
matter of this Petition. Further, it is clarified that the recovery of the
transmission charges shall be as per the provisions of the relevant
Transmission Tariff Regulations.

Stakeholders’ Submissions

2.1.42 The HPPTCL has highlighted the Para No.7 (iv) of the Petition, which states that
to devise a mechanism to overcome the loss/profit incurred to HPPCL since
COD till 31.03.2023 because of sale of power of Sainj HEP on short-term basis
due to non-availability of beneficiary. In this regard, the HPERC is requested to
consider the fact that approximate 20% of the intra-state transmission system
is being handled by the HPPTCL and 80% of the system is being handled by
the HPSEBL. The intra-state transmission system is operating in integration
and not in isolation. Thus, the HPPTCL claim of proportionate transmission
charges corresponding to the HPPTCL Intra-state system from the HPSEBL may
be safeguarded.

Petitioner’s Response

2.1.43 The Petitioner submitted that the submission regarding the same already
stands submitted with the Commission and requests the Commission to pass
such order considering the interests of the HPPCL.

Commission’s Observations

2.1.44 The Commission has noted the submissions. As discussed above, the issue of
the transmission charges is not the subject matter of this Petition, and the
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recovery of the transmission charges shall be as per the provisions of the
relevant Transmission Tariff Regulations.
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3.

3.1

3.1.1

3.1.2

3.1.3

3.1.4

APPROVAL OF CAPITAL COST

Introduction

The Petitioner has submitted a Petition for Approval of Capital Cost along with
Additional Capitalization and Determination of Tariff for Sainj Hydro Electric
Project (HEP) (2x50MW) from COD (i.e., 04.09.2017) to FY 2023-24 under the
*HPERC Hydro Tariff Regulation, 2011’ and under Section-62 read with Section
86 of the Electricity Act 2003.

The Petitioner has submitted that power from this plant was being sold on
short-term basis through the power traders since COD. Subsequently, it was
agreed between the HPPCL and the Himachal Pradesh State Electricity Board
Limited (HPSEBL) that sale/ purchase of power from the HPPCL Hydro Electric
Projects i.e., Kashang (1X65 MW), Sawra Kuddu HEP (3X37 MW) and 50%
generation from Sainj HEP (2X50 MW) shall be undertaken by the HPSEBL for
useful life of the projects at ex-bus as per the HPERC determined tariff. As 50%
of generation from Sainj HEP was committed to World Bank for their mission
regarding “India: Himachal Pradesh Power Sector Development Program” (i.e.,
Bundled power project for RTC power), the remaining 50% generation of Sainj
HEP has been tied-up for sale to the HPSEBL. A PPA between the HPPCL and
the HPSEBL was signed on 29.03.2023 for sale of 50% power from Sainj HEP
post approval of the HPERC vide its Order dated 13.02.2023. The long-term
PPA has come into force from 01.04.2023 and shall be operative till the useful
life of the project.

Para No.13 of the Commission Order dated 13.02.2023 states the following:

"The Petition for capital expenditure and determination of tariff in respect of
the above Projects is yet to be filed and would take a considerable time for
disposal after its filing. Since, the Commission had permitted to sell the power
of the two Projects, i.e., Kashang 65 MW and Sawra Kuddu 111 MW on a
mutually agreed tariff of Rs.3.40 per unit for the year 2022-23 and the
authorised representative of the HPPCL has also prayed for allowing the Petition
on the basis of provisional tariff, it would be prudent to fix a provisional tariff
of Rs.3.40 per unit in respect of Kashang 65 MW, Sawara Kuddu 111 MW and
50% generation of Sainj HEP, which would, however, be subject to revision on
determination of the actual tariff in respect of the all the three Projects.”

The Commission has analysed the Petition filed by the Petitioner for
determination of Capital Cost and corresponding tariff from the date of COD till
FY 2023-24 i.e., the end of the Control Period. As per the Order dated
13.02.2023, the Commission has agreed to determine the capital cost and tariff
in line with the applicable Tariff Regulations notified by the Commission for
determination of tariff. The ‘HPERC Hydro Tariff Regulation, 2011’ specify the
following:
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3.1.5

3.1.6

“(3) Where a power purchase agreement has been executed between the
generating company and the utility after existence of the Commission and the
power purchase agreement has been approved by the Commission, the
Commission shall determine such tariff in accordance with the terms and
conditions of such approved power purchase agreement.”

Accordingly, the Commission has decided to determine the tariff for Sainj HEP
based on the applicable ‘HPERC Hydro Tariff Regulation, 2011’. Further, in line
with the applicability of the PPA (i.e., for sale of Sainj HEP power by the
Petitioner from 01.04.2023 onwards), the Commission shall be determining the
tariff for sale of power as per the date specified in the PPA and any power sale
from the plant to the HPSEBL prior to the signing of the PPA does not form part
of the tariff determination process.

With regard to the determination of capital cost, Regulation 11 of "HPERC Hydro
Tariff Regulation, 2011’ specifies the following:

"(1) Capital cost for a project shall include-

a) the expenditure incurred or projected to be incurred, including interest
during construction and financing charges, any gain or loss on account
of foreign exchange risk variation during construction on the loan - (i)
being equal to 70% of the funds deployed, in the event of the actual
equity in excess of 30% of the funds deployed, by treating the excess
equity as normative loan, or (ii) being equal to the actual amount of loan
in the event of the actual equity less than 30% of the funds deployed, -
up to the date of commercial operation of the project, as admitted by
the Commission, after prudence check;

b) capitalised initial spares subject to the ceiling norms as per regulation
12;

c) additional capital expenditure determined under regulation 13:

Provided that the assets forming part of the project, but not in use, shall
be taken out of the capital cost.

(2) The capital cost admitted by the Commission, after prudence check, shall
form the basis for determination of tariff:

Provided that in cases where benchmark norms have not been specified,
prudence check may include scrutiny of the reasonableness of the capital
expenditure, financing plan, interest during construction, use of efficient
technology, cost over-run and time over-run, and such other matters as may
be considered appropriate by the Commission for determination of tariff:

Provided further that the Commission may issue guidelines for vetting of capital
cost of hydro-electric projects by independent agency or expert and in that
event the capital cost as vetted by such agency or expert may also be
considered by the Commission while determining the tariff for the hydro
generating station:

Provided further that the Commission may issue guidelines for scrutiny and
approval of commissioning schedule of the hydro-electric projects of a
developer (not being a State controlled or owned company) as envisaged in
the tariff policy:
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Provided further that in case the site of a hydro generating station is awarded
to a developer (not being a State controlled or owned company) by the State
Government, by following a two stage transparent process of bidding, any
expenditure incurred or committed to be incurred by the project developer for
getting the project site allotted shall not be included in the capital cost:.”

3.1.7 In line with the provisions of the *HPERC Hydro Tariff Regulation, 2011’, the
Commission has analysed the proposed capital cost for Sainj HEP and the ARR
proposed for each year by the Petitioner from COD to FY 2023-24. The
information provided in the Petition was inadequate and lacked justifications
with respect to the capital cost, increase in actual cost vis-a-vis awarded cost,
time and cost overrun, etc. Also, the Petition was deficient in terms of
supporting documents and payment proofs against the various expense heads.
In view of the shortcomings regarding data and supporting documents, the
Commission issued multiple set of deficiency letters for validation of the capital
cost for the Sainj HEP.

3.1.8 The Commission has undertaken detailed prudence check and adequate
assumptions, wherever required, for approving the capital cost for Sainj HEP.
The scrutiny and prudence check undertaken by the Commission for approval
of capital cost of Sainj HEP has been discussed in the following paragraphs.

3.1.9 The relevant details and configuration of the Project as submitted by the
Petitioner is as follows:

Table 5:Sainj HEP Cost & COD Details

Name of Capacity Cost as per DPR Capital Cost as on CoD
Project (MW) (Rs. Cr.) COD (Rs. Cr.) (Each Unit 50 MW)
s 100 MW 04.09.2017
Sainj HEP | 5 50 Mw) 676.29 1288.04 (For both the Units)
3.2 Summary of the Project

Petitioner’'s Submissions

3.2.1 The Sainj HEP is a run of the river scheme with storage on river Sainj, in Kullu
district of Himachal Pradesh. It is located about 255km from Shimla. It
envisages utilization of water from the river Sainj through a gross head of
409.60m for generation of 100MW of power in underground powerhouse. The
maximum reservoir level has been kept at 1753m and minimum drawdown
level as 1738.50, the live storage capacity of the Sainj reservoir is 38.41 Ha-
m, which is adequate for running the power station at full installed capacity for
about three hours during period of lean inflows.

3.2.2 The project enables energy generation of 322.23 GWh or MU in a 90%
dependable year and 428.16 GWh or MU in a 50% mean year pattern of flows.
The power of Sainj HEP is being evacuated through LILO of Parbati-II to
Parbati-III 400 kV (Quad) line at Sainj HEP.

3.2.3 The Petitioner has filed this Petition for the approval of capital cost taking into
consideration additional capitalization and determination of tariff from COD
04.09.2017 to FY 2023-24 for 2x50 MW Sainj Hydro Electric Project.

3.2.4 The pre-feasibility report of Sainj HEP (100MW) prepared by erstwhile HPSEB
during 1998-99, amounting to Rs.1,74,42,000/- was accorded during 05/1999
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for carrying out the investigation of the project. Subsequently, on 14th June
2002, the Government of Himachal Pradesh (GoHP) sighed a memorandum of
understanding with M/s Jindal Hydro electric Company Ltd. for further
investigation and implementation of the project. However, the MOU with M/S
Jindal Hydro electric Company Ltd. was cancelled during June2004 and the
GoHP handed over the project to the HPSEB for its execution.

3.2.5 The HPPCL was incorporated in December 2006, with an objective to plan,
promote, and organise the development of hydroelectric power plants on behalf
of GoHP and the HPSEB. The GoHP has 60% and the HPSEB has 40%
shareholding in the HPPCL. Therefore, after incorporation of the HPPCL, the
HPSEB transfer the hydroelectric projects to the HPPCL.

3.2.6 The Detailed Project Report (DPR) for the Sainj HEP project was submitted by
the HPPCL on 30.10.2007 to the appraisal groups of the CEA/CWC/GSI. The
DPR was returned on 18.12.2007 on account of insufficient geological
explorations information, hydrology information, confirmation of important
levels related to both upstream and downstream of the projects, and outdated
cost estimates. The revised DPR was resubmitted after incorporating the
deficiencies and finally approved by the Central Electricity Authority (CEA) vide
Letter No.:2/HP/30/CEA/07-PAC/ 6009-39, dated 29.12.2010.

3.2.7 As per the DPR, the project was estimated to cost Rs.676.29 Cr., including
Interest During Construction (IDC) of Rs.96.77 Cr., based on the price level of
June 2009, detailed below:

Table 6: CEA approved DPR Cost (Rs. Cr.)

S. No. ‘ Cost Component (of 1
I Cost of Civil Works 445.79
II Cost of E&M Works 133.73
I1I Total Hard Cost 579.52
v IDC 96.77
Vv Total Cost (Rs. Cr.) 676.29

Commission’s Analysis

3.2.8 Based on the submissions of the Petitioner, the Sainj HEP was earlier allocated
to M/s Jindal hydroelectric for investigation and development but was
subsequently handed over to the HPSEBL for execution. However, post
formation a separate company i.e., the HPPCL for execution of the hydroelectric
projects in the State of Himachal Pradesh, the project was handed over to the
Petitioner for development.

3.2.9 The Commission observed that the CEA, in its Techno Economic Clearance
(TEC) issued on 29.12.2010 for 100 MW (2x50MW) Sainj HEP approved the
Capital cost of Rs. 676.29 Cr. including IDC of Rs.96.77 Cr. at June 2009 price
level. Further, it is observed that the approved DPR cost does not include the
cost of Local Area Development Fund (LADF) in accordance with the guidelines
of the State Hydro Power Policy-2006.

3.2.10 The salient features of the project in the DPR are outlined as below:
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Table 7: Salient Features of the Project

Sainj HEP (2x50 MW):

Capacity 100 MW
Number of Unit 02 (Two)
Design Energy (in 90% dependable year) | 322.23 MU
Gross Head 409.60 Meter
Maximum Reservoir Level 1753 Meter
Minimum Drawdown Level (MDDL) 1738.50 Meter
Storage Capacity 38.41 Ha-m

Diversion Structure

Gated Barrage with 6 Nos. Radial Gates of 8.00 m
(W) x6.740 m (H)

Head Race Tunnel 6360.75 m long, Circular Shaped with Dia. 3.85 m

Penstock/Pressure shaft Steel lined (Underground), Circular Shape

Powerhouse 2 No. vertical axis Pelton Turbine (50 MW each)

DPR Approval Authority Central Electricity Authority (CEA)

Date of Approval 29.12.2010 (at June 2009 Price Level)

DPR Approved Cost Rs. 676.29 Cr. (Including IDC of Rs. 96.77 Cr.)
3.3 Project Implementation and Timeline

Petitioner’'s Submissions

3.3.1 The Project comprises of Civil, Hydro-Mechanical (HM), Electrical & Mechanical
(E&M) and other related works which were awarded by the Petitioner through
competitive bidding process.

3.3.2 The Civil and Hydro-Mechanical (HM) work for the Project was awarded on an
EPC basis through a tendering process to M/s Hindustan Construction Company
(HCC) Limited on 23.06.2010. The awarded contract amounted to Rs. 431 Cr.,
with a stipulated completion period of 4 years (48 months), culminating on
01.08.2014.

3.3.3 The Electro-Mechanical (E&M) work for the Project was awarded on an EPC
basis through a tendering process to M/s Voith Hydro Private Limited (VHPL)
on 17.08.2011 for an amount of Rs. 146.40 Cr. and completion period of 40
months for Unit-1 and 42 months for Unit-2 from the effective date. The
mutually agreed effective date between the parties was 22.09.2011, leading to
the scheduled completion date of Unit-1 as 22.01.2015, and 22.03.2015 for
Unit-2

3.3.4 The details for the above-mentioned points shown below in the tabular format:

Table 8: Project Timelines
S. No. ‘ Particulars Date

I TEC approved by the CEA 29.12.2010

Date of Award of Civil and Hydro-Mechanical
1 (HM)works contract to M/s HCC Limited 23.06.2010

Date of Award of E&M works contract to M/s Voith
I Hydro Private Limited 17.08.2011

L 22.01.2015 for Unit-1 and

v Scheduled Commissioning as per contract awarded 22.03.2015 for Unit-2
Vv ;—\Ictual COD (ACOD) of the Project for Unit-I and Unit- 04.09.2017
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3.3.5 The Petitioner has submitted the time overrun of 1064 days in Civil and HM
works and 908 days for Unit-I and 898 days for Unit-II in E&M Works.

3.3.6 As part of the submissions, the Petitioner has indicated that out of a total of
1064 days of civil and HM work delay, the Board of Directors of the Petitioner
(i.e., HPPCL) attributed 508 days delay to the Petitioner, 408 days delay to the
Civil Contractor (i.e., M/s HCC Ltd), and considered 148 days delay under Force
Majeure conditions. Furthermore, the delay in E&M work was a direct
consequence of the delay in civil and HM works. The reasons and duration of
time overrun as claimed by the Petitioner is summarized in table below:

Table 9: Petitioner Submissions w.r.t. Time Overrun in Civil and HM Works

Reasons for the Time Overrun in Civil and HM Works

Suspension of work due to Non-Availability of Access Road to different
I project components and non-Availability of encumbrance free land for job 305
facility

Delay due to Strike by project area labour on 20.09.2013 in Agitation at
Raison Catch Factory, Kullu and the delay claim of one day

Delay due to non-availability of access to site on account of damages to
I11 Adit - I road due to flash flood on 16.07.2015 and work remained 147
suspended for 147 days

v Delay occurred due to erection and commissioning of Adit-1 Plug gate 15

Y Delay caused due to laying of invert Concrete of Adit — I of HRT 31

Delay due to handing over of HRT by the HPPCL E&M Contractor (i.e., M/s
Voith Hydro Private Limited)

Delay due to water availability and T.0.C(Taking Over Certificate):

The construction of the HRT was the longest activity, and it was
substantially completed on 02.03.2017, with a delay of 657 days compared
VII to the schedule L2R1. Water filling started on 15.04.2017 (44 days) and 102
TOC for substantial completion was issued on 30.06.2017 (76 days). There
was a delay of 26 days in water availability, resulting in a total delay of 102
days for the Critical HRT activity to complete the Project.

Considerable delays have been experienced in the construction of Civil &
HM (Hydro-mechanical) works due to slow progress and insufficient
resources from the contractor. The underground excavation of Head Race

II 01

VI 81

Vi Tunnel, Adit-3, and Adit-5 faced significant delays due to challenging 382
geology, including loose fall and cavity formations, requiring extensive
treatment and remedial measures.

Total Delay Days 1064

Table 10: Petitioner Submission w.r.t. Time Overrun in E&M Works

Reasons for the Time Overrun in E&M Works

Delay in handling over civil work front in Powerhouse Complex (GIS Hall,
Pothead yard, MIV and Pressure Shaft).
Delay in Water availability for mechanical spinning: Front availability date

11 15.04.2017(time overrun of 866 days)
Change in facilities: During detailed engineering following change in
. . . 2 908 days
facilities due to actual site conditions resulted in time overrun: for Unit-I
e Increase in length of 400kV XLPE cable due to change in GIS location. and
e Increase in length of Gas Insulated Busduct (GIB) between GIS to
. 898 days
I Pothead yard due to location change of GIS. for Unit-II

e Change of design of pothead yard from single bench to double bench:
Delay in finalization of design of pothead yard and Occurrences of
force majeure.

e Consequent to the delays in the Civil works, some of the Civil work
front were handed over to the E&M contract with some delay and the
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Reasons for the Time Overrun in E&M Works

last front that was handed over to the E&M contractor was 400 kV Grid

availability i.e., on 30.05.2017 (clearance to back charge till GT).

3.3.7

3.3.8

3.3.9

3.3.10

3.3.11

3.3.12

3.3.13

Commission’s Analysis

The Commission observed that the CEA in its Techno Economic Clearance (TEC)
issued on 29.12.2010 for Sainj HEP has approved the commissioning schedule
of 46 months for Unit-I and 48 months for Unit-II.

The Commission noted that the Petitioner awarded the work for Civil, Hydro-
Mechanical and E&M through tendering process. According to the EPC contract
agreement issued by the HPPCL, the commissioning schedule for the
generating units was set at 40 months for Unit-I and 42 months for Unit-II
from the effective date (i.e., 22.09.2011).

A total of four (04) bidders had participated in the competitive bidding process
for the Sainj HEP Civil and Hydro-Mechanical Works. The work was awarded to
M/s HCC Limited (L-1 Bidder) after evaluation of all the submitted bids by the
Tender Evaluation Committee on 23.06.2010 at a cost of Rs. 431 Cr., with a
stipulated time period of 48 months from the effective date (i.e., 02.08.2010).
The completion date for the work as per the timelines of the contract was
estimated to be 01.08.2014.

Also, amongst the four (04) bidders which participated in the bidding process
for Sainj HEP Electro-Mechanical (E&M) Works, the E&M Work was awarded to
M/s Voith Hydro Private Limited (L-1 Bidder) after evaluation of all the
submitted bids by the Tender Evaluation Committee on 17.08.2011 at a cost
of Rs. 146.40 Cr., with a stipulated time of 40 months for Unit-I and 42 months
for Unit-II from the effective date (i.e., 22.09.2011). The completion date for
the work as per the timelines of the contract was estimated to be 22.01.2015
for Unit-I and 22.03.2015 for Unit-II.

Based on the Civil and E&M contract awarded by the Petitioner, the anticipated
completion date for the project was 22.03.2015. However, the actual COD of
the project occurred on 04.09.2017 as per the submission of the Petitioner.
Therefore, it is noted that there was an overall delay of 898 days in the project
implementation.

With regard to the delay in commissioning of the project, the Commission
raised several queries for providing relevant details and supporting documents
for substantiating the claim for the delay. In response, the Petitioner provided
the copy of Minutes of Meeting (MoM) of 67"Board of Directors (BOD) meeting
held on 28.11.2018 for granting extension for time overrun.

According to the submitted BOD minutes,the Commission has noted that the
BOD had accounted 508 days of delay to the Petitioner, 408 days delay to the
Civil and HM Contractor and 148 days under Force majeure conditions. Further,
with regard to E&M delay, the BOD accounted the delay of 908 days for Unit-I
and 898 days for Unit-II to the Petitioner and to the E&M contractor. The
Commission tabulated the same details below:
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Petitioner

Reasons for the Time Overrun in Civil and HM Works

No. of
Days

Table 11: Attribution of delay in Civil and HM works as per the MoM of BOD of the

Delay
Attributed to
(from BOD

Suspension of work due to Non-Availability of Access Road to

different project components and
encumbrance free land for job facility

non-availability  of

305

MoM)

HPPCL

II

Delay due to Strike by project area labour on 20.09.2013 in
Agitation at Raison Catch Factory, Kullu and the delay claim of
one day

01

Force Majeure

ITI

Delay due to non-availability of access to site on account of
damages to Adit - I road due to flash flood on 16.07.2015 and
work remained suspended for 147 days

147

Force Majeure

v

Delay occurred due to erection and commissioning of Adit-1 Plug
gate

15

HPPCL

Delay caused due to laying of invert Concrete of Adit — I of HRT

31

HPPCL

VI

Delay due to handing over of HRT by the HPPCL E&M Contractor
(i.e., M/s Voith Hydro Private Limited)

81

HPPCL

VII

Delay due to water availability and T.0.C(Taking Over
Certificate):

The construction of the HRT was the longest activity, and it was
substantially completed on 02.03.2017, with a delay of 657 days
compared to the schedule L2R1. Water filling started on
15.04.2017 (44 days) and TOC for substantial completion was
issued on 30.06.2017 (76 days). There was a delay of 26 days
in water availability, resulting in a total delay of 102 days for the
Critical HRT activity to complete the Project.

102

HPPCL: 76
days

Contractor: 26
days

VIII

Considerable delays have been experienced in the construction
of Civil & HM (Hydro-mechanical) works due to slow progress
and insufficient resources from the contractor. The underground
excavation of Head Race Tunnel, Adit-3, and Adit-5 faced
significant delays due to challenging geology, including loose fall
and cavity formations, requiring extensive treatment and
remedial measures.

382

Contractor

Total Delay Days

1064

Table 12: Attribution of the delay in E&M works as per the MoM of BOD of the

Petitioner

Reasons for the Time Overrun in E&M Works

No. of
Days

Delay
Attributed to
(from BOD

Delay in handling over civil work front in Powerhouse Complex
(GIS Hall, Pothead yard, MIV and Pressure Shaft).

Delay in Water availability for mechanical spinning: Front
availability date 15.04.2017(time overrun of 866 days)

III

Change in facilities: During detailed engineering following
change in facilities due to actual site conditions resulted in
time overrun:

e Increase in length of 400kV XLPE cable due to change in
GIS location.

e Increase in length of Gas Insulated Busduct (GIB)
between GIS to Pothead yard due to location change of
GIS.

e Change of design of pothead yard from single bench to
double bench: Delay in finalization of design of pothead
yard and Occurrences of force majeure.

908 days
for Unit-I
and
898 days
for Unit-
II

MoM)
HPPCL and
Contractor
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Delay
No. of Attributed to
Days (from BOD

MoM)

Reasons for the Time Overrun in E&M Works

e Consequent to the delays in the Civil works, some of the
Civil work front were handed over to the E&M contract
with some delay and the last front that was handed over
to the E&M contractor was 400 kV Grid availability i.e., on
30.05.2017 (clearance to back charge till GT).

3.3.14 The Commission has reviewed the submissions of the Petitioner with regard to
the various reasons of time overrun. Further, the Commission has analysed the
submissions and documents provided by the Petitioner against each delay
claimed in the Petition. The detailed observations of the Commission in this
regard are highlighted as under:

I. Suspension of work due to non-availability of access road to
different project components and non-availability of encumbrance
free land for job facility

The Petitioner has mentioned that the work was suspended due to delay in
non-availability of access road and encumbrance free land for the project.
The Petitioner has claimed a total of 305 days of delay against the same.
Further, the Petitioner provided the MoM of 67t BOD held on 28.11.2018
for granting extension for time overrun. The Commission observed that as
per the conditions of the tender document, the Petitioner was required to
construct the road and bridge to approach various sites of works. A
timeframe of three months was specified for handover of these roads and
bridges to the contractor after issuance of LOA. Furthermore, it was the
responsibility of the Petitioner to ensure that encumbrance free land was
available prior to the award of the contract or within the timeline provided
in the contract. Therefore, in view of the BOD recommendation (as per
Table No. 11), the Commission attributed the delay on account of the
Petitioner and does not condone the delay.

II1. Delay due to strike by project area labour on participation in
agitation at Raison Catch Factory, Kullu

The Petitioner has mentioned that the delay was occurred due to one day
strike by the project area labour on participation in agitation at Raison
Catch Factory Kullu on 20.09.2013. Further, the Petitioner provided the 67t
MoM of BOD held on 28.11.2018 for granting extension for time overrun.

The Commission has considered the labour strike as administration failure
at the end of the Contractor which cannot be considered as a reason for
allowance of delay. Any delay in this regard is therefore not condonable and
has not been condoned.

III. Delay due to non-availability of access to site on account of
damages to Adit-I road due to flash flood on 16.07.2015 and work
remained suspended for 147 days.

The Petitioner has mentioned that the work was suspended due to damage
to Adit-I road caused by flash floods from 16.07.2015 to 09.12.2015,
resulting in a total of 147 days delay. Additionally, the Petitioner provided
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Iv.

the MoM of 67t BOD held on 28.11.2018 for granting extension for time
overrun.

The Commission has noted that the delay of 147 days occurred because of
damage of road due to flash flood. To verify the claim of the Petitioner, the
Commission sought detailed justification along with supporting documents
for substantiating the claim. In response, the Petitioner submitted rainfall
data during the period along with photographs of the damaged road and
correspondence between the Contractor and the Petitioner. It is observed
that the contractor had written letters to the Petitioner indicating the flash
flood and difficultly in carrying out the work at site. Also, based on various
documents and MoM of the BOD meeting, it is observed that this delay has
been accepted by the Boardas Force Majeure. Therefore, the Commission
has considered the delay of 147 days attributable towards force majeure
event or uncontrollable factor and has condoned this period of delay.

Delay occurred due to erection and commissioning of Adit-1 Plug
gate

The Petitioner has mentioned that a 15 days delay was occurred due to
delay and commissioning of Adit-I plug gate. Additionally, the Petitioner
provided the MoM of 67t BOD held on 28.11.2018 for granting extension
for time overrun. The Commission upon reviewing of the BOD and
supporting documents, asked for further clarification on the same. In
response, the Petitioner explained that the Contractor changed the junction
point of Adit-2 & HRT, which increased the distance between face-2-Adit
and HRT. This change had led to an increase in construction time for Face-
2-Adit, causing a delay of 15 days in the erection and commissioning of the
Adit-1 plug gate. The Commission has also noted that the contract
agreement did not provide for any additional time in case poor geology was
less than 30% at the site and therefore, the contractor should not have
been provided any additional time frame. The same was also evident from
BOD minutes where the delay was not allowed to the contractor and the
delay was accounted to the Petitioner. Therefore, the Commission, in view
of BOD recommendations has accounted the delay on the Petitioner and
has not condoned the same as claimed by the Petitioner.

Delay caused due to laying of invert concrete of Adit — I of HRT

The Petitioner has mentioned that 31 days of delay had occurred due to
extra time in laying of invert concrete of Adit-1 of HRT due to change in the
junction point of Adit-2 & HRT, resulting in an increase in Adit-1 length.
Additionally, the Petitioner provided the MoM of 67%" BOD held on
28.11.2018 for granting extension for time overrun.

The Commission notes that the delay claimed is linked with the previous
reasons as mentioned in '‘S.no. (IV)" where the contractor has changed the
junction point of Adit-2 & HRT, which resulted in delays in other related
activities. Considering that the above delay was not condoned, any related
delays emerging from the same cannot be condoned. Also, in view of the
recommendation of the BOD which accounted the delay on this account to
the Petitioner, the Commission does not condone the delay caused due to
laying of invert concrete of Adit — I of HRT as claimed by the Petitioner.
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VI.

VII.

VIII.

Delay due to handing over of HRT by the HPPCL to E&M Contractor

The Petitioner has mentioned that the 81-days of delay has occurred due
to delay in handing over of HRT to E&M Contractor. This was due to delay
in civil work fronts and plugging of Adit-4. Additionally, the Petitioner
provided the MoM of 67th BOD held on 28.11.2018 for granting extension
for time overrun. This delay had happened because there was a change in
the junction point of Adit-2 and HRT (as mentioned in S. No.: IV and V).
This change caused further delays in filling and draining water from the HRT
upstream drainage valve of BFV, thus postponing the handing over of HRT
to the E&M Contractor. In view of the interdependent nature of delay, this
reason cannot be considered condonable on the similar analogy for the
above-mentioned delays. The minutes of the BOD meeting also indicate the
delay on part of the Petitioner in this regard. Further, the justification was
not clear in the BOD minutes. Therefore, in absence of proper justification
and BOD recommendation, the Commission does not approve the 81-day
delay as claimed by the Petitioner.

Delay due to water availability and T.0.C. (Taking Over Certificate)

The Petitioner has claimed 102 days delay in COD had occurred due to delay
in water availability which was primarily stemmed from delays in plugging
of Adit-1. Additionally, there were delay in obtaining the T.0.C. after unit
operation had commenced. Also, as part of the submissions, the Petitioner
has claimed 26 days of delay towards the contractor and balance 76 days
of delay towards the HPPCL on this account. Further, the Petitioner has also
submitted that the delay in completion of HRT as well as increased time
taken for filling of water in the channel resulted in this delay. However, no
proper rationale has been provided for the delay of 76 days which the
Petitioner has attributed to itself. Itis understood that the delay on account
of contractor has been claimed for the similar reasons which have been
disallowed by the Commission and the balance days delay are on part of
the HPPCL which cannot be condoned. Therefore, based on the claim of the
Petitioner and also Board’s observation regarding no extension to the
contractor, the Commission does not approve the 102 days delay as
claimed by the Petitioner.

Slow Progress due to adverse geology, bad weather conditions/
force majeure and infusion of inadequate resources by the EPC
contractor

The Petitioner has stated that a 382 days delay had occurred in the
construction of Civil & HM (Hydro-mechanical) works due to several factors.
These included slow progress, insufficient resources from the Contractor,
challenging geological conditions and cavity formations. Additionally, the
Petitioner provided minutes of the Meeting of the 67th of the Board of
Directors (BOD) held on 28.11.2018 for time overrun. The BOD has
accounted the delay on the part of Contractor.

The Commission acknowledged that the delay of 382 days was mainly due
to slow progress in the work. Additionally, geological variations and cavity
formations at the site required treatment and remedial measures during
the construction phase. It is common for the development of hydropower

Himachal Pradesh Electricity Regulatory Commission Page 30



IHI:H. Capital Cost and Tariff Determination for Sainj HEP (2x50MW)

3.3.15

IX.

projects to encounter geological surprises during construction. The
Commission considers such hindrances as normal for projects of this nature
and duration, which can be mitigated through proper surveying and
planning.The Commission is of the considered view that the slow progress
could have been avoided if the Petitioner had implemented proper planning
and monitoring during the project execution period. The BOD had attributed
the delay of 382 days to the Contractor, and based on the BOD's
recommendations, the Commission cannot consider the delay as being
caused by uncontrollable aspects. Therefore, the delay is not condoned.

Delay in E&M works due to handing over of civil work fronts in
powerhouse complex; delay in Water availability and change in
order as per the site requirement during detailed engineering (as
per Table No. 12)

The Petitioner has stated that the delay had occurred in the E&M works due
to handing over of civil work fronts in the Powerhouse complex. Further,
water availability and revision in scope as per the site requirement was
also a major concern of delay in the E&M works. Additionally, the Petitioner
has provided the MoM of BOD meeting for time overrun.

In view of the above deliberation, it has been noted that the implementation
of the hydro power project includes multiple activities like: civil,
mechanical, electrical, and other related works, all of which are planned to
execute in parallel. Further, all activities are interlinked with each other,
the delays occurred in one activity potentially affecting the others. Also, the
BOD submitted by the Petitioner has accounted the major portion of delay
to the Petitioner and the Contractor. Additionally, the duration claimed by
the Petitioner for E&M delay has already been accounted in the civil works
delay. Therefore, in view of the BOD recommendations and other
parameters discussed above, the Commission has not considered the delay
of E&M activities separately as the delay in hand over of civil works has only
postponed the execution of E&M works.

After detailed examination of the various reasons and supporting documents,
the Commission has observed that the delay was occurred due to factors such
as non-availability of access road, land availability, damage of approach road,
labour strike, variation in design and order and many other factors.
Accordingly, the Commission has allowed total time overrun of 147 days for
the unavailability of road due to flash flood damage, which was beyond the
control of the Petitioner and the balance delay is considered to be delay on
account of the Petitioner including the delay on account of the contractor. A
summary of the delay condoned is provided in the table below:
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Table 13: Details of Project delay condoned by the Commission (in Days)

Total Delay Delay Delay not

Reason for time

Claimed Condoned Condoned

Suspension of work due to Non-Availability of
Access Road to different project components
and non-availability of encumbrance free land
for job facility.

Delay due to Strike by project area labour on
II 20.09.2013 in Agitation at Raison Catch 01 0 01
Factory, Kullu and the delay claim of one day.
Delay due to non-availability of access to site
on account of damages to Adit - I road due to

305 0 305

11 flash flood on 16.07.2015 and work remained 147 147 0
suspended for 147 days.
Delay occurred due to erection and

v commissioning of Adit-1 Plug gate 15 0 15
Delay caused due to laying of invert Concrete

V' | of Adit - I of HRT 31 0 31

VI Delay due to handing over of HRT by the HPPCL 81 0 81
E&M Contractor (i.e., M/s Voith Hydro)

VII Delay due to water availability and 102 0 102

T.0.C(Taking Over Certificate)

Considerable delays have been experienced in
the construction of Civil & HM (Hydro-
mechanical) works due to slow progress and
insufficient resources from the contractor. The
VIII | underground excavation of Head Race Tunnel, 382 0 382
Adit-3, and Adit-5 faced significant delays due
to challenging geology, including loose fall and
cavity formations, requiring extensive
treatment and remedial measures.

Delay in E&M works due to handing over of civil | Unit-I: 908 Unit-I:
work fronts in Powerhouse Complex; delay in Days 908 Days
IX Water availability and change in order as per and 0* and
the site requirement during detailed | Unit-II: 898 Unit-II:
engineering (as per Table No. 12) Days 898 Days
Total Delay Days 1064 147 917

*The delay in E&M works is not considered separately, as both Civil and E&M work activities are planned to
proceed concurrently. Any delay in the E&M works is already accounted for in the Civil works schedule.
Consequently, no additional delay is considered specifically for E&M activities.

3.3.16 As per the delay analysis, it is noted that the project experienced two main
delays: one in civil and HM works, and another in E&M works. The civil work
was awarded on 23.06.2010 with a completion period of 48 months. On the
other hand, the E&M works, awarded on 17.08.2011 with a completion period
of 40 months for Unit-I and 42 months for Unit-II. Despite the delay of 1064
days in execution of civil works as per Table 11 above, the Commission noted
an overall delay of 898 days in the completion of the project which is
ascertained based on the Schedule Commissioning Date of the Project (i.e.,
22.03.2015) and the actual Commissioning Date (i.e., 04.09.2017). Therefore,
the Commission has considered the project's overall delay as 898 days.

3.3.17 Hence, as per above-mentioned point, 147 days has been approved as delay
condoned on account of uncontrollable aspects and remaining delay is
disallowed. The details of delay condoned for the Project is outlined in the table
below:
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Table 14:Details of total delay and delay condoned by the Commission (days)

Schedule Commissioning ‘ Actual Commissioning Total Project Total Condoned

Date (SCOD) Date (ACOD) DEEVALIPEVE] Delay in Days
22.03.2015 04.09.2017 898 147
3.4 Date of Commercial Operations (COD)

Petitioner’'s submissions

3.4.1 The Petitioner has claimed COD for both the Units (i.e., Unit-I & Unit-II) on
04.09.2017. Further, the Petitioner has provided the certificate issued by the
MD-HPPCL as a supporting document for the claimed COD for both the Units
along with the Petition.

Commission’s Analysis

3.4.2 The Petitioner has claimed COD of both the units of Sainj HEP as 04.09.2017
in its Petition. However, the claim was not supported by COD certificate issued
from the SLDC or any other competent agency. In response to a query of the
Commission, the Petitioner has submitted a copy of approval issued by
POSOCO and Directorate of Energy for the COD of both units over the date of
COD as claimed in.

3.4.3 In view of the above, the Commission has noted a discrepancy in the claimed
COD between the Petition and the certificate issued by POSOCO, a clarification
was sought in this regard from the Petitioner. In response, the Petitioner has
clarified that POSOCO had issued a certificate for the completion of trial run for
both units on 30.08.2017, which served as a prerequisite for the COD
declaration. The Petitioner further stated that the COD was officially declared
on 04.09.2017, following the permission received from the Directorate of
Energy (GoHP) and has requested to consider the same for the purpose of COD
for both the units.

3.4.4 In view of the above clarifications and COD as certified by Directorate of Energy
(DoE) (GoHP), the Commission has considered 04.09.2017 as the COD for both
the units of Sainj HEP as mentioned in table below:

Table 15: Project COD Details

Schedule COD CcoD as per the COD as per the cob
Petition DoE approved
Unit-I (50MW) 21.01.2015 04.09.2017 04.09.2017 04.09.2017
Unit-IT (50MW) 22.03.2015 04.09.2017 04.09.2017 04.09.2017
3.5 Capital Cost

Petitioner’'s submissions

3.5.1 The Petitioner has claimed actual project cost of Rs. 1288.04 Cr. incurred
towards Sainj HEP as on the COD against the CEA approved DPR (hereinafter
referred to as “"DPR"”) cost of Rs. 676.29 Cr. The table below presents a
comparative analysis between the DPR cost (as was also approved by the CEA)
vis-a-vis the claimed capital cost by the Petitioner.
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Table 16: Project Cost Comparison between DPR and Claimed as on COD (Rs. Cr.)

S. ) ) Var_iation
N Particulars DPR Cost Claimed Cost (Claimed -
e _____DPR)
1 | DIRECT COST (Only for Civil Works)
I Works
A Preliminary 12.60 0.00 (12.60)
B Land (Incl. R&R) 29.19 36.56 7.37
C quks '
(Diversion and other related structure) 260.36 578.88 318.52
J Power Plant Civil Works
K Buildings 29.98 8.05 (21.93)
M Plantation 0.50 0.00 (0.50)
0o Miscellaneous 12.60 13.15 0.55
P Maintenance during construction 3.14 0.33 (2.81)
Q | Special T&P 0.87 0.00 (0.87)
R Communications 23.48 24.54 1.06
X Environment and Ecology 46.33 0.00 (46.33)
Y Losses on stock 0.78 0.00 (0.78)
TOTAL: I-WORKS 419.84 661.51 241.67
II Establishment 23.44 81.08 57.64
III | Tools and Plants 1.00 1.86 0.86
IV | Suspense 0.00 0.00 0.00
Vv Receipt and Recoveries (0.64) 0.00 (0.64)
TOTAL(A): 1. DIRECT COST 443.64 744.45 300.81
2 INDIRECT COST (Only for Civil Works)
i gzsgsgzatlon of Abatement of Land 0.04 0.00 (0.04)
i Audit and Account Charges 2.10 0.00 (2.10)
2. INDIRECT COST 2.14 0.00 (2:14)
TOTAL (A+B) 445.79 744.45 298.66
3 Electro-Mechanical Works 133.73 219.13 85.40
4 Interest During Construction 96.77 253.08 156.31
5 Contingency 0.00 71.38 71.38
Total Project Cost 676.29 1,288.04 611.75
3.5.2 The Petitioner has submitted the cost overrun of Rs. 611.75 Cr. in the
completed cost of the Sainj HEP.
Commission’s Analysis
3.5.3 The Commission has observed that the CEA, in its Techno Economic Clearance
(TEC) issued on 29.12.2010 for 100 MW (2x50MW) Sainj HEP approved the
Capital cost of Rs. 676.29 Cr., including IDC of Rs. 96.77 Cr. at June 2009 price
level. Further, it is observed that the approved DPR cost does not include the
cost of Local Area Development Fund (LADF) in accordance with the guidelines
of the State Hydro Power Policy-2006 by GoHP.
3.5.4 Based on the claim of the Petitioner, significant cost variations are observed in
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the completed cost of Sainj HEP with respect to the DPR cost. The cost claimed
by the Petitioner is approximately twice of the approved capital cost as per the
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DPR with significant cost differences in civil works andE&M works. A comparison
of the hard cost in terms of DPR cost, awarded cost and claimed cost is
summarized below:

Table 17: Hard Cost Comparison among DPR, Awarded and Actual Cost (Rs. Cr.)

DPR Cost Contract Award Cost Claimed COD Cost

I Civil Work 260.36 431.00 578.88

IT E&M Work 133.73 146.40 219.13

III | Total Hard Cost 394.10 577.40 798.01
3.5.5 The Commission has also observed variation in the DPR cost, Contract award

cost and actual claimed cost as on COD. The Commission sought queries
regarding justification for increase in cost along with BOD approval for the
same. In response, the Petitioner has submitted the following rationale
substantiating its claim for higher cost vis-a-vis the DPR cost:

L. The CEA has approved the cost at June-2009 price level while the award
of Civil and E&M works through tendering process was completed in the
month of June-2010 and August-2011 respectively. Revisions in market
rates resulted in price variation in between the DPR and awarded cost.

I1. The Civil work awarded through International Competitive Bidding
process in which the L1 Bidder (i.e., M/s HCC Ltd) quoted Rs. 431 Cr.,
according to the current market rates and standards, resulting in
increase of cost vis-a-vis the DPR estimated cost of Rs. 260.36
Cr.Further, the Price variation between the contract awarded cost and
ClaimedCOD cost incurred because of change in scope of work,
additional work, delay due to uncontrollable factors, price escalation and
etc.

III. The Civil work awarded at Rs. 431 Cr. to the L1-bidder includes the
complete infrastructure works and related miscellaneous works
(including buildings, communication, environment & ecology,
establishment, and administrative charges etc.) of the complete project
components. The estimate for the complete civil works were
redetermined at Rs. 364.80 Crore. Further, the cost Rs 260.36 Cr.
approved by the CEA in DPR was only for main civil components of the
project which includes diversion structure, HRT and Powerhouse.
Further, the Civil works were awarded at international competitive
bidding at ~19.33% higher than the revised estimate of the cost post
approval of the BOD.

Iv. The E&M works was awarded through International Competitive Bidding
process in which the L1 Bidder (i.e., M/s Voith Hydro Pvt Ltd) quoted
Rs. 146.40 Cr according to the current market rates and standards,
Further, the Price variation between the contract award cost and
claimed COD cost incurred because of change in scope of work,
additional work, delay due to uncontrollable factors, price escalation and
change in FERV etc.

3.5.6 The Commission observes that there was significant difference in the awarded
cost vis-a-vis the DPR cost. Since international competitive bidding has been
followed and necessary Board approvals have been submitted by the Petitioner,
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3.5.7

3.5.8

3.5.9

3.5.10

3.5.11

the Commission has considered the awarded cost as the base cost for reviewing
the claimed cost against civil and E&M works.

The review of the CEA approved DPR for the Sainj HEP indicates that the
detailed estimate of cost was based on planning and preliminary designs of
various components of works after review of detailed field studies along with
geological studies. Further, it has been mentioned in the DPR that the
provisions under various sub-heads were prepared based on “Guidelines for
Formulation of Detailed Project Reports for Hydroelectric schemes, their
acceptance and Examination for Concurrence” issued by the CEA and
“Guidelines for Preparation of Detailed Project Report of Irrigation and
Multipurpose Projects” issued by the Ministry of Water Resources.

It is observed that these CEA Guidelines provides a detailed framework for
concurrence of the various elements of capital cost for a hydroelectric project.
The Commission has used the methodology as per the submitted DPR for the
basis for approval of the various cost elements for Sainj HEP as the same was
applicable at the time of the DPR approval of the Petitioner.

While reviewing the various cost elements claimed by the Petitioner, the
Commission has compared the same with the DPR, awarded cost and provision
for such expense items provided under the DPR. Also, the Commission has
validated the various expenses based on the documents and payment proofs
submitted by the Petitioner along with auditor certificate and necessary BOD
approvals.

While undertaking the item-wise review of the cost elements, it was observed
that the Petitioner had booked few expenses under incorrect expense head and
therefore, the Commission has reclassified such expense items in line with the
DPR before undertaking the prudence check of such heads.

Based on the examination, an expense of Rs. 71.38 Cr. was booked under
‘Contingency Cost’ which is not identified under the DPR. The Commission
sought detailed break-up of this cost along with supporting documents and
payment proofs. In response, the Petitioner has submitted the details as
provided below:

Table 18: Cost break-up for Contingency (Rs. Cr.)

Particular Cost
Staff Welfare (Project) 0.51

Rent Rates and Taxes (Project) 0.81

Stationery (Project) 0.40

Remuneration To Auditors (Project) 0.03

Dispensary & Medicines 0.00

Miscellaneous Expenses 0.14

Office Equipment (Project) 0.00

Building Maintenance (Project) 0.66

Environment & Cat Plan Expenses 22.53

o
Hom\IO\U'I-bUJI\JHg

AUC- Environment & Ecology 0.50

-
N

AUC- Lada 10.70

=
N

Foreign Exchange Variation (Pending Allocation) (0.71)

-
(6]

Common Cost Incidental Pending Allocation (HO & SNR) 26.95
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S. No. Particular Cost
16 Incidental Expenses-Power Water & Parks 0.63
17 Suind -Neuli Road Not Owned by the HPPCL 6.26
18 AUC Income (5.77)
19 Survey Of 400 kV D/C Transmission Line by LILO 0.02
20 Reattain Earning Adjustment Up to FY 2014 (8.85)
21 Interest on Bank Deposits/FDRS (0.01)
22 Electricity Charges 0.75
25 Sale Of Infirm Power (8.32)
26 Income from Transit Guest House (0.00)
27 Sale Tender Forms (0.01)
28 Income From Rent (0.03)
29 House License Fee Income (0.00)
30 Interest On Retention Money (0.06)
31 Interest Income Contractor/Supplier (0.93)
32 Interest Income on Security (0.02)
33 Honorarium Staff 0.30
34 Travelling Expenses Staff 0.37
35 Medical Reimbursement Expenses Staff 0.89
36 Training/Seminar Expenses Staff 0.11
37 Employer PF Contractual Staff 0.08
38 Employer CPF Contractual Staff 0.02
39 PF Admin Charge Staff 0.00
40 PF EDLI Contribution Staff 0.00
41 PF EDLI Admin Charges Staff 0.00
42 Uniform & Liveries Expenses 0.21
43 Outsourced Manpower Expenses 4.81
44 R&M-Furniture & Fixture Expenses 0.11
45 R&M-Office Equipment Expenses 0.12
46 R&M-Roads & Bridges Expenses 0.10
47 Vehicle Running Expenses 0.36
48 Vehicle Repairs Expenses 0.12
49 Hired Vehicle Expenses 6.80
50 Insurance-Vehicles Expenses 0.02
51 Insurance-Other Fixed Assets 0.13
52 Books Periodicals News Paper Expenses 0.07
53 Communication (Tel. & Internet) Office Expenses 0.26
54 Legal Charges 0.38
55 Professional Charges 0.00
56 Postage & Telegram Expenses 0.03
57 Communication (Tel. & Internet) Staff 0.22
58 Hospitality Expenses 0.21
59 Meeting Expenses 0.07
60 Publicity & Advertisement Expenses 0.28
61 Transit Guest House Expenses 0.02
62 Consumable Items 0.06
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S. No. Particular Cost
63 Bank Charges 0.01
64 Consultancy Charges 0.10
65 License & Registration Fee (Pending Allocation) 0.01
66 Fees And Subscription (Pending Allocation) 0.08
67 Freight And Labour Charges (Pending Allocation) 0.01
68 0OS Manpower Charges Employee Cost (Project) 1.49
69 Repair & Main (Buildings) (Pending Allocation) 0.95
70 Depreciation Sainj (Pending Allocation) 6.40

Total Cost (Rs. Cr.) 71.38
3.5.12 It is observed that the above heads cannot form part of contingency cost and

need to be classified under the expense heads as mentioned in the DPR. The
Commission after prudence check, reclassified expanses on the Rs. 71.38 Cr.
booked under ‘Contingency Cost’ by the Petitioner in line with the DPR as
mentioned in the following table:

Table 19: Redistribution of Cost claimed under Contingency (Rs. Cr.)

S. No. Particular (As defined in DPR) Cost
I Preliminary (A) 0.02
II Miscellaneous (O) 11.17
ITI Maintenance during construction (P) 14.62
v Environment and Ecology (X) 23.03
\Y Establishment (II) 34.36
VI Tools and Plants 0.40
VII Receipt and Recoveries (V) (24.70)
VIII Indirect Cost (2) 1.78
IX LADF (Local Area Development Fund) 10.70
Total Cost (Rs. Cr.) 71.38
3.5.13 After detailed examination of the various cost elements and alignment with the

sub-heads as per the DPR, the Commission has reallocated the cost heads
claimed by the Petitioner as on COD of the project and the reclassified costs as
on COD as summarized below:

Table 20: Modified Cost as on COD as per Documents (Rs. Cr.)

Claimed Modified
Cost Cost

Particulars DPR Cost

1 DIRECT COST (Only for Civil Works)
I Works
A Preliminary 12.60 0.00 0.02
B Land (Incl. R&R) 29.19 36.56 36.56
C quks '

(Diversion and other related structure) 260.36 578.88 578.88
J Power Plant Civil Works
K Buildings 29.98 8.05 8.05
M Plantation 0.50 0.00 0.00
o Miscellaneous 12.60 13.15 24.32
P Maintenance during construction 3.14 0.33 14.95
Q Special T&P 0.87 0.00 0.00
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. Claimed Modified
S. No ‘ Particulars DPR Cost Cost Cost

R Communications 23.48 24.54 24.54
X Environment and Ecology 46.33 0.00 23.03
Y Losses on stock 0.78 0.00 0.00
TOTAL: I-WORKS 419.84 661.51 710.36
II Establishment 23.44 81.08 115.44
ITI Tools and Plants 1.00 1.86 2.26
v Suspense 0.00 0.00 0.00
Y Receipt and Recoveries (0.64) 0.00 (24.70)
TOTAL(A): 1. DIRECT COST 443.64 744.45 803.36
2 INDIRECT COST (Only for Civil Works)
i gzsietslljization of Abatement of Land 0.04 0.00 0.00
ii Audit and Account Charges 2.09 0.00 1.78
TOTAL(B): 2. INDIRECT COST 2.14 0.00 1.78
TOTAL (A+B) 445.79 744.45 805.14
3 Electro-Mechanical Works 133.73 219.13 219.13
4 Interest During Construction 96.77 253.08 253.07
5 Contingency 0.00 71.38 0.00
6 LADF (1.5%) 0.00 0.00 10.70
Total Project Cost 676.29 1,288.04 1,288.04
3.5.14 The Commission after revising the claimed capital cost as on COD in accordance
with the submitted documents has considered the submitted DPR for approving
the final capital cost of the Plant. The item or head-wise cost approval
methodology, is outlined as follows:
3.5.15 Preliminary (A): The Petitioner has submitted *Nil’ expense under ‘Preliminary
cost’ as against the DPR approved cost of Rs. 12.60 Cr. As per the submitted
DPR, ‘Preliminary’ expenses are to be allowed based with a maximum limit of
2% of the I-works cost. Further, while scrutinizing the details of expenditure,
an amount of Rs.0.02 Cr. was booked under Contingency cost (as per para no.
3.5.12, Table No. 19). However, the Petitioner was unable to provide any valid
supporting documents with respect to this amount. Therefore, the Commission
has not approved any expense under this head, the summary of expense is
summarized below:
Table 21: Preliminary Cost - Claimed, Modified and Approved (Rs. Cr.)
S. No. ‘ Particular Cost Remarks
L | oo -
II ?ggqi;iqeigsi%?t by the 0.02 As per Table No. 19
III | Approved Cost (Rs. Cr.) 0.00 gr"o‘s,:' d"e"d"t'“g R

3.5.16 Land (B): The Petitioner claimed Rs. 36.56 Cr. (Rs. 32.47 Cr. for Land and Rs.
4.09 Cr. for Resettlement & Rehabilitation, R&R) as expenses under the Land
cost, which was higher than the DPR approved cost of Rs. 29.19 Cr. Further,
the Commission sought clarification with regard to the higher cost claimed by
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3.5.17

S. No

the Petitioner along with details of land acquired as against the estimated land
as per the DPR.

In response, the Petitioner submitted the details of land acquired and copy of
the payment proofs made by the Petitioner against land acquisition. The
Commission reviewed the documents submitted by the Petitioner and noted
that in the DPR total 56.76Hectare (Ha) of land was proposed which includes
forest land of 47.99 Ha and private land of 8.77 Ha, but in actual approximately
57.25 Ha of land was acquired which included around 47.99 Ha of forest land
and 9.26 Ha of private land. The details of land are outlined in the table below:

Table 22: Land Acquisition: DPR and Actual

Particular Hectare (Ha) Remarks
Government Land: Nil
Land as per the DPR 56.76 Forest Land: 47.99 Ha
Private Land: 8.77 Ha

II

Government Land: Nil
Land as per Actual 57.25 Forest Land: 47.99 Ha
Private Land: 9.26 Ha

3.5.18

3.5.19

The Commission noted that as per the DPR for 8.77 Ha of private land, an
amount of Rs. 29.19 Cr was estimated based on 2009 land rates. Further, the
Petitioner has made the payment of Rs. 32.47 Cr. against the land acquired
during the FY 2013 to 2014.

The Commission in view of the supporting documents including payment proofs
against the land acquired, ledger statement and auditor certificate has
approved Rs. 36.54 Cr. (Rs. 32.47 Cr. for Land and Rs. 4.07 Cr. for R&R). The
approved expenses under this head are summarized below:

Table 23: Land Cost - Claimed, Modified and Approved (Rs. Cr.)

Particular Cost Remarks

Claimed Cost by the 36.56 Rs 32.47 Cr. as Land Cost and
Petitioner ) Rs.4.09 Cr. as R&R Cost

II

Modified Cost by the Rs. 4.07 Cr. as R&R Cost based on
S 36.54 :
Commission supporting documents

III

In view of supporting document
i.e., payment proofs against the
land acquired, Ledger statement
and Auditor Certificate

Approved Cost (Rs. Cr.) 36.54

3.5.20

3.5.21

Works & Power Plant Civil Works (C&J): The Petitioner has submitted Rs.
578.88 Cr. expense under ‘Works & Power Plant Civil Works (C&J)’ as against
the DPR approved cost of Rs. 260.36 Cr. Based on the submissions of the
Petitioner, the contract for Civil and Hydro-Mechanical (HM) Works was
awarded to M/s HCC Limited on 23.06.2010 at a cost of Rs. 431 Cr. and with a
completion time of 48 months. However, the Petitioner has claimed an amount
of Rs. 578.88 Cr. towards the Civil and HM works as on COD. The Commission
has sought break-up of higher costs along with justification for increased cost
vis-a-vis the awarded cost.

In response, the Petitioner provided the following break-up for the differential
cost vis-a-vis the contracted amount:
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Table 24: Reasons for Cost Variation in Works & Power Plant Civil Works(Rs. Cr.)

S. No. ‘ Cost Variation Reasons Cost
I Works & Power Plant Civil Works (C&J) awarded cost 431.00
Price escalation as approved by the Engineer-in-charge that
11 was paid to the Contractor 125.51
I Variatic_)n due to extra payment of entry tax and change in rate 13.01
of service taxes
Variation due to Change order of additional work of
v construction of firewall at CVT portal and bus duct gallery 9.36
portal of Sainj HEP
\") Total Cost (Rs. Cr.) 578.88
3.5.22 The Petitioner has provided the following justification for the increased cost
under ‘Civil Works’ vis-a-vis the DPR cost:

I. The Civil work awarded at Rs. 431 Cr. to the Ll-bidder includes the
complete infrastructure works and related miscellaneous works (including
buildings, communication, environment & ecology, establishment and
administrative charges etc.) of the complete project components. The
estimate for the complete civil works were redetermined at Rs. 364.80
Crore. Further, the cost Rs 260.36 Cr. in DPR was only for main civil
components of the project which includes diversion structure, HRT and
Powerhouse. Further, the Civil works were awarded at international
competitive bidding at ~19.33% higher than the revised estimate of the
cost post approval of the BOD.

II. According to the Particular Conditions of Contract (PCC) within the
Contract Agreement for Civil Work, Price Escalation was permissible to
accommodate change in labour and material components etc. during the
execution of the Contract. The price escalation as also approved by the
Engineer-in-charge was paid to the contractor amounting to Rs.125.51
Cr.

III. The variation amounting to Rs. 13.01 Cr. occurred due to extra payment
towards Entry Tax, change in rates of Service Tax etc.

Iv. Variation due to Change in order of additional work of construction of
firewall at CVT portal and bus duct gallery portal of Sainj HEP amounting
to Rs. 9.36 Cr.

3.5.23 With regard to the cost variations in the Civil cost, the Commission has

reviewed the submissions of the Petitioner along with the relevant documents
including award of contract, provisions with regard to price variation, approval
of competent authority, etc. Accordingly, the Commission has approved the
following deviations:

The cost variation with respect to the DPR has been allowed considering
the award was based on international competitive bidding process and was
approved by the BODs of the Petitioner.

With regard to the price escalation of Rs. 125.51 Cr., the Commission
observed that the contract awarded was to M/s HCC. Further, as per the
conditions of the contract agreement the price escalation on account of

labour and material during the period of execution was provided. Therefore,

the Commission has approved the amount of price escalation during the
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original contract period and balance amount has been pro-rated based on
the delay condoned as against the total delay in execution of the project.
Hence, the Commission allowed an amount of Rs. 92.39 Cr. against the
claimed amount of Rs. 125.51 Cr.

With regard to the payment made towards tax and duties, the Commission
has adopted the same methodology as mentioned above. Further the
Commission observes that an amount of Rs. 13.01 Cr was paid towards tax
and duties. As the entire amount was paid during the actual contract
period, the Commission allowed the full amount of Rs. 13.01 Cr.

The claimed cost of Rs. 9.36 Cr. related to "change in order" for
construction of firewall work at CVT portal and bus duct gallery portal was
as per the technical and safety requirements. The Petitioner has submitted
a supplementary contract agreement and approval from the competent
authority in respect of this account. The Commission observes that the
change in order pertains to the necessary technical requirements which is
an essential activity for commissioning the project. Hence, the Commission
has allowed the claimed amount of Rs. 9.36 Cr.

Therefore, based on the above-mentioned para, the Commission has
allowed Rs. 545.76 Cr. against Rs. 578.88 Cr. for Civil and Hydro-
Mechanical works, the same has been tabulated below:

Table 25: Works & Power Plant Civil Works (C&J) Claimed and Approved (Rs. Cr.)

S.No |

I

Particulars
Works & Power Plant Civil Works (C&J) awarded cost

Claimed Cost Approved Cost

431.00

431.00

II

Price escalation as approved by the Engineer-in-
charge that was paid to the Contractor

125.51

92.39

III

Variation due to extra payment of entry tax and
change in rate of service taxes

13.01

13.01

v

Variation due to Change order of additional work of
construction of firewall at CVT portal and bus duct
gallery portal of Sainj HEP

9.36

9.36

\")

Cost (Rs. Cr.)

578.88

545.76

3.5.24

S. No

Buildings (K): The Petitioner has claimed a cost of Rs. 8.05 Cr. towards
‘Buildings’ cost as against the DPR approved cost of Rs. 29.98 Cr. However,
the Commission could not find any supporting documents for justification of
the claimed cost. In response to a query, the Petitioner submitted the copy of
Contract agreement awarded, ledger statement and auditor certificate.
Therefore, upon scrutiny of the documents as well as the auditor certificate,

the Commission approved Rs. 8.05 Cr.

summary of the expenses is summarized below:

towards 'Building’ expenses. The

Table 26: Building Cost - Claimed, Modified and Approved (Rs. Cr.)

Particular Cost

Claimed Cost by the Petitioner 8.05

Remarks

Include cost of Permanent and
Temporary buildings

II

Modified Cost by the

. 8.05 -
Commission

II1

Approved Cost (Rs. Cr.) 8.05

As per the contract agreement,
ledger statement and auditor
certificate
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3.5.25 Plantation (M): The Petitioner has claimed Nil cost towards ‘Plantation’ cost
as against the DPR approved cost of Rs.0.50 Cr. Since no expense is claimed
against this head, the Commission has considered the same as Nil.

3.5.26 Miscellaneous (0): The Petitioner has claimed Rs. 13.15 Cr. towards
‘Miscellaneous’ costs as against the DPR approved cost of Rs. 12.60 Cr. As per
the DPR, the provision outlined for *Miscellaneous’ expenses are maximum up
to Rs. 20 Crore. During scrutiny of supporting documents, an amount of Rs.
13.04 Cr. could only be validated against the claimed Rs. 13.15 Cr. Also, an
amount of Rs. 7.03 Cr. was claimed against construction of 400kV D/C
transmission line which was already being claimed under ‘Additional
Capitalization’ in the subsequent years from COD. Therefore, the Commission
has deducted this amount claimed towards transmission line from the total
amount of Rs. 13.04 Cr. under the Miscellaneous head.

3.5.27 Furthermore, the Commission has reclassified expenditure amounting to Rs.
11.17 Cr. towards ‘Miscellaneous Expenses’ which were earlier booked under
Contingency cost (as per para no. 3.5.12, Table No. 19). Further, based on the
supporting documents sought from the Petitioner including ledger statement
and Auditor certificate, the Commission has considered the amount of Rs.
11.17 Cr. under the Miscellaneous expenses.

3.5.28 After scrutiny of the submitted documents, the Commission approved Rs. 17.18
Cr. under this head as summarized below:

Table 27: Miscellaneous Cost - Claimed, Modified and Approved

S. No ‘ Particular Cost Remarks

I Claimed Cost by the Petitioner 13.15 -

Payment proof submitted only for
Rs. 13.04 Cr. against Rs. 13.15 Cr.
Further, added
17.18 Rs. 11.17 Cr. from Table No.19, and
Less Rs.7.03 Cr. cost of
Transmission line for which payment
made beyond COD.

III Approved Cost (Rs. Cr.) 17.18 =

Modified Cost by the

1 Commission

3.5.29 Maintenance during construction (P): The Petitioner has claimed Rs. 0.33
Cr. towards ‘Maintenance during construction’ costs as against the DPR
approved cost of Rs. 3.14 Cr. Further, while scrutinizing the details of
expenditure, an amount of Rs. 14.62 Cr. was booked under Contingency cost
(as per para no. 3.5.12, Table No. 19) against the daily maintenance of
buildings and office, office equipment and road and bridges. In response to the
query, the Petitioner submitted the payment statement and auditor certificate.
Following scrutiny of the submitted documents, the Commission has approved
Rs. 14.95 Crore and the approved expenses under this head are summarized
below:

Table 28: Maintenance Cost - Claimed, Modified and Approved (Rs. Cr.)

S. No ‘ Particular Cost Remarks
I Claimed Cost by the Petitioner 0.33 -
Modified Cost by the As per the documents submitted
II . 14.95 - oo
Commission with the Petition.
II1 Approved Cost (Rs. Cr.) 14.95 As per auditor certificate
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3.5.30 Special T&P (Q): The Petitioner has claimed Nil cost towards ‘Special T&P’
cost. Therefore, the Commission has not considered any cost against the same.

3.5.31 Communications (R): The Petitioner has claimed Rs. 24.54 Cr. towards
‘Communications’ cost as against the DPR approved cost of Rs.23.48 Cr. As per
the submitted DPR, provision for ‘Communication’ expenses are based on
actual expenditure, subject to the submission of documentary proofs. It was
observed that the communication cost primarily included the expense towards
the approach road to access different sites of the project. Further, as per the
conditions of the contract agreement, it was observed that the Petitioner was
required to construct the road and bridge to approach various sites of works.
A timeframe of three months was specified for handing over of these roads and
bridges to the contractor after issuance of LOA. The Petitioner was asked to
submit the copy of contract/ agreement against such works. In response, the
Petitioner submitted that the works of the approach road for the project was
awarded through tendering process and submitted copy of work awarded,
payment proofs, ledger statement and auditor certificate. Following scrutiny of
the contract agreement awarded, payment proofs, and auditor certificate, the
Commission has approved Rs. 24.54 Cr. under this head as summarized below:

Table 29: Communication Cost - Claimed, Modified and Approved (Rs. Cr.)

Particular Remarks
I Claimed Cost by the Petitioner 24.54 -

Modifies Cost by the

11 Commission

24.54 -

As per the documents submitted

III Approved Cost (Rs. Cr.) 24.54 in response to deficiency

3.5.32 Environment and Ecology (E&E) (X): The Petitioner has claimed Nil cost
towards ‘Environment and Ecology’. The provision outlined in the DPR provision
for ‘Environment and Ecology’ expenses is based on actual expenditure, subject
to the submission of documentary proofs. Further, while scrutinizing the details
of expenditure incurred under ‘Contingency cost’, an amount of Rs. 23.03 Cr.
was observed to be booked towards ‘Environment and Ecology’ which has been
reclassified under ‘Environment and Ecology’ expense (as per para no. 3.5.12,
Table No. 19). The Commission sought information and details of expenditure
against this head. In response to the query, the Petitioner submitted the proofs
of payment made to Director (Dept. of Environment & Science), State Pollution
Control Board and Forest Department (Himachal Pradesh) along with the
auditor certificate. Following scrutiny of the submitted payment vouchers, the
Commission has approved Rs. 23.03 Cr. as the approved cost under this head
as summarized below:

Table 30: E&E Cost - Claimed, Modified and Approved (Rs. Cr.)

S. No ‘ Particular Cost Remarks
I Claimed Cost by the Petitioner 0.00 -
. As per reclassification of cost by the
II MOd'ﬁe.d .COSt by the 23.03 Commission mentioned in Table
Comm