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BEFORE THE HARYANA ELECTRICITY REGULATORY COMMISSION 
BAYS No. 33-36, SECTOR-4, PANCHKULA- 134112, HARYANA 

 
                      Case No. HERC/ PRO 32 of 2018  
 

       Date of Hearing : 02.02.2021 
       Date of Order : 27.04.2021 

 
IN THE MATTER OF: 

 

Petition under Section 62 and 64 read with Section 86(1)(a), and other applicable provisions 

of the Electricity Act, 2003 and read with the Central Electricity Regulatory Commission 

(Terms and Conditions of Tariff) Regulations, 2014 for determination of tariff for supply of 

power from the aggregate capacity of 105.6 MW (96 MW plus 10% overload capacity) 

Jorethang Loop Hydro-Electric Project of the Petitioner to the Distribution Licensees of 

Haryana 

 

Petitioner  

                                 

M/s. Dans Energy Pvt. Ltd.  

 

Respondent 

 

Haryana Power Purchase Centre, Panchkula  

 

Present On behalf of the Petitioner through Microsoft Teams app 

 

Anand k. Ganeshan, Advocate  

 

Present on behalf of the Respondent through Microsoft Teams app 

 

Ms. Nikita Choukse, Advocate 

 

Quorum               

Shri Pravindra Singh Chauhan Member  
Shri Naresh Sardana Member 

 

 

ORDER 
 

BACKGROUND 

1. The petition dated 21.06.2018, has been filed by the Petitioner, DANS Energy Private Limited 

seeking determination of tariff for the supply of electricity by the Petitioner to the two State 

distribution licensees in the State of Haryana represented by the Respondent herein from the 

aggregate capacity of 105.6 MW {96 MW plus 10% overload capacity) Jorethang Loop Hydro-

Electric project of the Petitioner. 

 

2. M/s. Dans Energy Pvt. Ltd. has submitted as under: - 

 

1) The present petition has been filed by the Petitioner, DANS Energy Private Limited seeking 
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determination of tariff for the supply of electricity by the Petitioner to the two State 

distribution licensees in the State of Haryana represented by the Respondent herein from 

the aggregate capacity of 105.6 MW {96 MW (plus 10% overload capacity) Jorethang Loop 

Hydro-Electric project of the Petitioner.  

 

2) The present petition is filed under the following legal provisions: 

(a) Sections 62 (1)(a) read with 86 (1)(a) and 64(5) of the Electricity Act, 2003 

 

(b) Relevant provisions of the Central Electricity Regulatory Commission (Terms and 

Conditions of Tariff) Regulations, 2014. 

 

3) The Petitioner, DANS Energy Pvt. Ltd. (DEPL), is a company existing under the provisions of 

the Companies Act, 2013 having its registered office at # 207, Chiranjeev Tower, 43, Nehru 

Place, New Delhi– 110019 and corporate office at 5th Floor, Tower – C, Building No. – 8, 

DLF Cyber City, Phase – II, Gurgaon – 122 002, Haryana.  

 

4) The Petitioner is a generating company within the meaning of Section 2(38) of the 

Electricity Act, 2003 having established an aggregate capacity of 105.6 MW {96 MW (plus 

10% overload capacity) hydro generating station at located on Rangit river, a major 

tributary of Teesta River, in South/West Sikkim, Sikkim (hereinafter referred to as 

the “Project”).  

 

5) The Project has already been commissioned and is operational since 30.09.2015. The units 

of the Project achieved Commercial Operation Date (COD) on 25.09.2015 & 30.09.2015 for 

Unit 1 & 2 respectively.  

 

6) The generating station is connected directly to the network of the Central Transmission Utility 

{hereinafter referred to as the CTU} at a distance of approximately 10 km through a 220 kV 

dedicated transmission line connecting to the Power Grid Corporation of India Limited 

(PGCIL) 220kV Grid sub- station which is located at New Melli in the State of Sikkim. 

 

7) The Petitioner has executed an Implementation Agreement with the Government of 

Sikkim dated 05/12/2005 under which the Petitioner is required to provide free power of 

12% initially for first 15-year post COD and 15% from 16th year post COD onwards or cash 

equivalent at the discretion of Government of Sikkim. 

 

8) The DPR of the Project was prepared at an estimated capital cost of Rs.475 crore at Sept., 

2005 price level considering 9 months for environment and forest clearance, financial 

closure etc. and 30 months construction period. The Detailed Project Report (DPR) of the 

Project was approved by Government of Sikkim on 26th August 2006. However, the 

Environmental clearance was received on 26th July 2006, private land for the project (for 

which the responsibility of acquisition was with Govt. of Sikkim as per the implementation 

agreement) was acquired from Govt. of Sikkim on 16.06.2007 and 31.10.2009, Forest 

Clearance was achieved on 12th May 2008 and handing over of forest land took place on 

11th June, 2008, 7th December, 2008 and 3rd February, 2010. The Construction work for the 

project started in February 2010. The financial closure was achieved in March, 2010 and 

based on the actual award of works at price level of 2008 except for transmission line 
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works for which scheme was not finalized and an estimated cost of Rs.10 Crore was 

considered, the capital cost of the Project increased to Rs.625.10 Crore at the time of 

financial closure considering 30.06.2012 as SCOD of the Project. The said increase in capital 

cost of the Project was due to force majeure reasons which were beyond the control of the 

Petitioner. However, the project work was delayed due to Force Majeure (Geological 

surprises, Impact of Earthquake, Change in Tunnelling Methodology, jet grouting, 

additional work in power house and tail race area, additional slope stabilization in surge 

shaft area, change in alignment of pressure shaft, extremely poor geology encountered in 

the Head race tunnel). 

 

9) The Power Finance Corporation Limited is the lead Lender for the Project and Mott 

MacDonald Pvt. Ltd. was the Lender’s Engineer providing Due Diligence Services for the 

project.  

 

10) In the year 2016, the Respondent – Haryana Power Purchase Centre (hereinafter “HPPC”) 

had expressed its intention to procure power from hydro sources to meet the energy 

requirements in the State. Pursuant to the above, the Petitioner had approached HPPC 

vide letter dated 29.10.2016 for sale of the entire available capacity from the Project for a 

duration of 25 years from May to October every year.  

 

11) The matter was considered by HPPC and pursuant to the in-principle decision taken to 

procure power from the Petitioner, HPPC had filed a petition before this Hon’ble 

Commission being Case No. HERC/PRO-26 of 2017 seeking approval for procurement of 

power from the Project at the regulated tariff to be determined. The power procurement 

was proposed for 25 years for part of the year namely the period from May to October of 

every year considering the peak requirement of the Petitioner. The Petitioner craves to 

refer to the record of C a s e  N o .  HERC/PRO-26 of 2017 in the present proceedings 

before the Hon’ble Commission.  

 

12) Pursuant to a public hearing process held, the Hon’ble Commission by order dated 

13/11/2017, was pleased to approve the power purchase by HPPC from the Petitioner. 

The Hon’ble Commission, inter-alia, held as under: 

 

“Taking all the above discussions into consideration, the Commission approves procurement 

of power from the Jorethang Loop Hydro Electric Project, throughout the year, at the tariff 

to be determined by the Commission on separate petition to be filed by the generator with 

Rs. 4.71/kwh being the ceiling tariff for first 25 years of the PPA. The rate of power purchase 

for the balance ten years shall be at variable cost only. 

 

 Having approved the purchase of power from 96 MW (2X48 MW) Jorethang Loop HEP, the 

Commission has perused the draft PPA attached with the present petition for approval of 

the Commission and observes that the same does not incorporate a lot of details that a 

contract of such nature should necessarily have. HPPC may recast the PPA based on the 

format and other terms as in line with the PPA approved by the Commission for Teesta III, 

Sikkim. The duration of the PPA may also be increased from 25 years as proposed to 35 

years. The initialed draft PPA by both the parties shall be submitted for approval of the 

Commission within one month from the date of the present order.  
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As tariff determination is a long exercise including public proceedings and the fact that the 

project has already attained CoD the Commission, as an interim measure, approves that in 

case energy drawl is resorted to from this source prior to determination of final tariff by the 

Commission the same may be paid for the APPC subject to adjustments vis-à-vis the final 

tariff as the case may be.” 

 

13) Pursuant to the order dated 13.11.2017 of the Hon’ble Commission, the Petitioner and 

HPPC have on 07.05.2018, initialed the draft of the Power Purchase Agreement agreed to 

between the parties.  

 

14) In compliance with Order dated 13/11/2017, the Petitioner has preferred the present 

Petition before the Hon’ble Commission seeking determination of tariff for the supply of 

electricity from the Project by the Petitioner to HPPC. 

 

15) Since, the balance term of the project is 32 years 4 months and 15 days (considering 17th 

May, 2018 as the base date being the start date of supply of power by the Petitioner to 

HPPC), the tariff period for determination of tariff would be 32 years 4 months and 15 

days for the sale of power. Further, the Petitioner has also agreed for the ceiling tariff of 

Rs. 4.71/- per kwh as the levelised tariff for the project. In the circumstances, the present 

petition is filed seeking determination of tariff for the period of 32 years 4 months and 15 

days. 

 

Applicable Regulations: 

 

16) It has been submitted that presently, there are no Tariff Regulations of the Hon’ble 

Commission for generation norms and parameters. In the absence of Regulations, the 

terms and conditions as specified by the Central Electricity Regulatory Commission 

[hereinafter referred to as the Central Commission] in the Tariff Regulations 2014 have 

been relied on for filing this petition and for the norms and parameters to be applied. It is 

respectfully submitted that the above is consistent with section 61 (a) of the Electricity 

Act, 2003 and also as per the decisions of the Hon’ble Tribunal. The Petitioner would crave 

leave to refer to the decisions at the time of hearing. 

 

              Components of Annual Fixed Charge (AFC):  

 

17) That the computation of individual elements of the Annual Fixed Charges are given 

hereunder to place on record the complete picture of the components involved. However, 

for the purpose of Generation and sale of electricity, the Petitioner had agreed with the 

Respondent to ceiling tariff of Rs. 4.71/- per kwh as the levelized tariff for the project. 

 

Capital Cost and Capital Structure: 

 

18) It has been submitted that for the approval of the capital cost, the consideration is the 

actual capital cost incurred as on the date of the commercial operation of the generating 

station, which is to be provided as an audited figure. The capital cost of the project as 

certified by the Statutory Auditor is Rs. 1507.52 crore of which Rs.1478.52 crore was 
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capitalized as on the date of commercial operation and Rs.29.00 crore was additionally 

capitalized after CoD of the project during the FY 2016-17 on account of completion of 

balance transmission line works of the project and being the amount expended on major 

heads of capital expenditure as per the following details: 

 

Sr. No. Particulars Amount (Rs Crore) 

1 Civil & HM Works 759.90 

2 Electro Mechanical Equipment & Transmission Lines 222.21 

3 Land 4.19 

4 Preliminary & Preoperative Expenses, Environment 

Mitigation, Advance Infrastructure & T&P 

110.90 

5 Interest During Construction, etc. 410.32 

 Capital Cost 1507.52 

 

It is submitted that the estimated Capital cost of the project at the time of financial closure was Rs. 

625.10 crores and SCOD at the time of financial closure was 30.06.2012. Thus, there is cost overrun 

of Rs. 882.42 crores in the project and time overrun of 39 months with respect to the capital cost 

and SCOD at the time of financial closure.  

 

The Project was delayed due to force majeure reasons and consequently was subjected to Time 

overrun of 39 months from SCOD and also cost over-run. The reasons for the same has been 

summarized as under: 

(a) Earthquake in 2011 

(b) Change in tax structure: 

a. Withdrawal of deemed export benefits 

b. Introduction of environment cess, BOCW 

c. Increase in service tax rate and excise duty rate 

d. Introduction of service tax on dams and tunnels  

(c) Increase in interest rate by Lenders from time to time 

(d) Geological surprises, impact of earthquake and other required changes in 

the project:  

i. Change in alignment of pressure shaft,  

ii. Additional audit requirement,  

iii. Additional works in power house and tailrace area,  

iv. Additional slope stabilization in surge shaft area,  

v. Change in tunneling methodology to New Austrian Tunneling 

Method (NATM),  

vi. Jet grouting requirement at the power house due to excess seepage 

encountered,  

vii. Extremely poor geology encountered in the HRT 

 

19) The above adversities created further issues in the tunnel works in the form of: 

 

i. Tunnel collapse,  

ii. Roof collapse,  

iii. Cavity formations,  

iv. Excessive seepage,  
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v. Tunnel squeezing 

 

20) This, in turn, caused requirement of: 

 

i. Additional grouting and protection work 

ii. Special methods for support and stabilization with inordinate delays and increase in 

cost 

A detailed note on the reasons for the delay and cost over-run is attached hereto. It may be seen 

that the time and cost over run was beyond the control of the Petitioner.   

 

21) As a consequence of all the above factors the impact of Cost overrun on Capital Cost of 

the project is depicted below:  

                                 (In Rs. Crore) 

Sr. 

No. 

Particulars Financial Closure 

Capital Cost 

Completed 

Capital Cost 

Cost 

Overrun 

1 Civil & HM Works 360.00  759.90  399.90  

2 Electro Mechanical Equipment & Transmission Lines 145.06  222.21  77.15  

3 Land 4.04  4.19  0.15  

4 Preliminary & Preoperative Expenses, Environment 

Mitigation, Advance Infrastructure & T&P  

35.20  110.90  75.70  

5 Interest During Construction, etc. 78.30  410.32  332.02  

6 Contingency 2.50  0.00  (2.50) 

  Total  625.10  1507.52  882.42  

 

22) The Petitioner crave leave to provide such further details and information as necessary 

during the course of proceedings before the Hon’ble Commission.  

 

I. Additional capitalization and de capitalization 

N/A 

II. Renovation and modernization 

N/A 

III. Debt equity ratio 

 

23) It is submitted that for the purpose of this tariff petition, the Debt-Equity ratio is 79%:21% 

based on the actual Debt obtained by the Project. In terms of the Tariff Regulations, the 

actual equity subject to the ceiling of 30% is to be allowed and the balance is to be treated 

as debt. In the present case, in terms of the Regulations, the debt equity ratio to be 

considered is 79 : 21. 

 

IV. Grant/ subsidies 

N/A 

V. Return on equity 

 

24) The return on equity has been considered in terms of the Central Electricity Regulatory 

Commission (Terms & Conditions of Tariff) Regulations, 2014.  

 

VI. Interest and finance charges on loan capital and on security deposit 
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25) The total debt of the project is Rs. 1184.92 Crore with the weighted average interest rate 

of 13.03 %. The interest and finance charges have been considered in terms of the Central 

Electricity Regulatory Commission (Terms and Conditions of Tariff) Regulations, 2014. 

 

VII. Depreciation 

 

26) Considered as per the Central Electricity Regulatory Commission (Terms and Conditions of 

Tariff) Regulations, 2014. 

 

VIII. Lease charges 

27) The lease charges payable by the Petitioner for the land has been amortized over the life 

of the project i.e; 35 years from COD. 

 

IX. O&M expenses 

 

28) Considered as per the Central Electricity Regulatory Commission (Terms and Conditions of 

Tariff) Regulations, 2014 

 

X. Bad and doubtful debts 

N/A 

 

XI. Foreign exchange rate variation 

N/A 

 

XII. Interest on working capital 

 

29) Considered as per the Central Electricity Regulatory Commission (Terms and Conditions of 

Tariff) Regulations, 2014. 

 

XIII. Tax on income 

 

30) Considered as per the Central Electricity Regulatory Commission (Terms and Conditions of 

Tariff) Regulations, 2014 

 

XIV. Regulatory asset 

N/A 

 

XV. NORMATIVE ANNUAL PLANT AVAILABILITY FACTOR (NAPAF): 

 

31) Considered in terms of Central Electricity Regulatory Commission (Terms and Conditions of 

Tariff) Regulations, 2014. 

 

XVI. TRANSMISSION CHARGES 

 

32) The transmission charges levied by the inter-state transmission licensee/CTU for 

transmission of electricity up to the State periphery as applicable is to be paid/reimbursed 
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by the Respondent at actuals.  

 

33) The Petitioner is filing with the present petition the Tariff Forms as prescribed under the 

Central Electricity Regulatory Commission (Terms and Conditions of Tariff) Regulations, 

2014. Though the tariff forms have been filled up by the Petitioner as per actual capital 

cost of the project of Rs.1507.52 crores as per the regulations, the Petitioner has agreed 

to ceiling capital cost of Rs.1000.67 crores for the purpose of tariff determination and 

ceiling tariff of Rs.4.71 per kwh as the levellised tariff of the project. 

 

34) That the Petitioner is enclosing the following documents with the present petition. 

 

 

S.No. Particulars Page Nos. 

1 Tariff formats as per Central Electricity Regulatory Commission (Terms and 

Conditions of Tariff) Regulations, 2014 

 

2 Original DPR, Sanction Letters from Lead Lender i.e. Power Finance 

Corporation Limited and Project Information Memorandum  

 

3 Capital Cost Approval certificate by Power Finance Corporation (PFC) Limited, 

New Delhi  

 

4 Financial Statements from start of the Project till 31.03.2018  

5 Implementation Agreement dated 05/12/2005 executed with the 

Government of Sikkim 

 

6 Letter dated 29/10/2016 sent by the Petitioner to the Respondent  

7 A copy of the order dated 13/11/2017 passed by the Hon’ble Commission in 

HERC/PRO-26 of 2017 

 

8 A copy of the PPA initialed by the Petitioner and the Respondent.  

9 A detailed note on the reasons for the delay and cost over-run of the 

Project along with annexures thereto 

 

10 Certificate of Incorporation and Memorandum & Articles of Association of the 

Petitioner 

 

11 Statutory Auditor certificate for the capital cost along with financing details of 

the capital cost 

 

12 TEC approval by competent Authority  

13 Final Revised Cost approval by Competent Authority i.e. Government of 

Sikkim 

 

14 Approvals and sanction of Loan from the Financial Institutions  

15 Copy of loan agreements  

16 Documentary Evidence towards actual COD   

17 Levelised tariff computation  

18 Board Resolution Extract  

 

35) The Petitioner undertakes to file such further information as may be sought for by the 

Hon’ble Commission. The Petitioner further crave leave to file further submissions during 

the course of proceedings before the Hon’ble Commission. 

 

36) The present petition is within the jurisdiction of the Hon’ble Commission. 

 

37) The present petition is being filed pursuant to the order dated 13/11/2017 passed by the 
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Hon’ble Commission approving the procurement of power by the distribution licensees in 

Haryana from the Project of the Petitioner.  

 

38) The Petitioner has paid the requisite court fees for filing the present petition.  

 

39) In the facts and circumstances mentioned above, it is respectfully prayed that the Hon’ble 

Commission may be pleased to: 

 

(a) Approve the capital cost of the Project, 

 

(b) Determine the Annual Fixed Charges and the levelized tariff for the supply of 

electricity by the Petitioner from the Project for a period of 32 years 4 months and 

15 days being the life of the PPA initialed between the parties in terms of the Order 

dated 13/11/2017 passed by the Hon’ble Commission; 

(c) Pass such other order(s) as this Hon’ble Commission may deem fit and proper in the 

facts and circumstances of the case. 

 

Proceedings in the Case 

3. Additional Information via affidavit filed by M/s. Dans Energy Pvt. Ltd. on 28.09.2020: 
 

1) In the affidavit, petitioner submitted the following: 

 

i. That the collation and filing of the said information as sought for by the  
Commission would take some time, considering the voluminous data required 
and due to lockdown conditions prevailing in the state of Sikkim due to the 
ongoing pandemic.  
 

ii. Since there was only short time available since the receipt of the order dated 
03.09.2020 of the Commission on 21.09.2020, as at present, the Petitioner is 
filing herewith the following information: 
 

S. No. Particulars Annexure No. 

1 Information sought by Hon’ble Commission vide serial No.1 Annexure-A 

2 Information sought by Hon’ble Commission vide serial No.2 Annexure-B 

3 Information sought by Hon’ble Commission vide serial no. 3 Annexure-C 

4 Information sought by Hon’ble Commission vide first para of 
serial no. 4 

Annexure-D 

5 Information sought by Hon’ble Commission vide serial no. 6 Annexure-E 

6 Information sought by Hon’ble Commission vide serial no. 8 Annexure-F 

 
iii. On the balance information, the petitioner seeks some time from the Hon’ble 

Commission for filing the same and for further proceeding in the matter.  
 

2) Annexure A: Revenue realized from sale of Energy till the time power supply to HPPC 
commenced 

Amount in Rs. Crore 

Revenue Heads FY 2015-16 FY 2016-17 FY 2017-18 FY 2018-19 

Gross Revenue from sale of Power 28.36 81.82 123.48 9.81 

 
Notes:  
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1. CoD of the Project is 30-9-2015. Power Supply to HPPC was commenced from 17-
5-2018. Therefore, the above revenue realized from sale of energy is from CoD till 
16-5-2018. 
2. Revenue from infirm power till CoD is Rs. 0.60 CR. 
 

3) Annexure B: Details of actual equity deployed and loans taken 
Rs. in Crores 

  Particulars   Total 

A) Equity share capital deployed (incl. share   premium)            322.60  

        

B) Loans from banks & financial institutions            924.54  

  Power Finance Corporation Ltd. 472.80   

  Rural Electrification Corporation Ltd. 400.24   

  Punjab National Bank 51.50   

        

C) Non-Convertible Debentures (NCDs)             260.90  

        

  Total     1,508.04  

 
Details of yearwise actual institution wise loan drawls    

   Rs. Crores 
FY  PFC   PNB   REC   NCDs   IREDA  

FY2009-10 32.32 18.00 32.32 - - 

FY2010-11 87.70 7.05 87.70 - - 

FY2011-12 99.66 7.70 46.47 - - 

FY2012-13 92.80 6.21 51.50 - - 

FY2013-14 45.03 11.96 55.87 - - 

FY2014-15 7.30 0.59 88.16 70.20 
102.1
6 

FY2015-16 

    5.84 

108.00  38.22 155.70 
(108.
00) 

FY2016-17 - - - 35.00  

FY2017-18 - - - -  

Total    472.80       51.50  400.24  260.90           -    

 
Note : During 2014-15, an amount of Rs.108.00 crores was sanctioned by M/s Indian 
Renewable Energy Development Agency Ltd (IREDA) as bridge loan out of the 
sanctioned term loan of PFC on the condition that PFC will repay the same to IREDA 
after CoD of the project. PFC repaid the bridge loan of Rs. 108.00 crores of IREDA 
during FY2015-16 out of disbursement of PFC's term loan. 
 
Details of year wise Interest on loan taken(IDC)    

   Rs. Crores 
Financial Years PFC PNB REC IREDA NCDs Total 

2010-11 0.02 - - - - 0.02 

2010-11 8.01 1.36 8.11 - - 17.48 

2011-12 19.48 3.07 17.67 - - 40.22 

2012-13 33.15 4.15 23.55 - - 60.85 

2013-14 45.07 5.28 35.07 - - 85.41 

2014-15 52.99 6.63 45.97 8.94 1.29 115.81 

2015-16 25.39 3.70 26.29 7.23 9.12 71.72 

Total 184.09 24.18 156.65 16.16 10.41 391.49 

Details of year wise repayment of loan taken   
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  Rs. Crores 
Financial Years PFC PNB REC NCDs Total 

2015-16 12.16 1.73 - - 13.89 

2016-17 31.77 3.42 12.95 - 48.14 

2017-18 15.88 1.72 13.73 - 31.33 

Post-COD Total 59.81 6.87 26.68 - 93.36 

 
Reduction in Interest cost of loan restructuring: 
 
There has not been any reduction in interest cost of loans till date. 
 

4) Annexure C: Amount of depreciation already claimed post CoD of the project 
INR in Crores 

SN Particulars FY2015-16  
(Oct 15 to Mar16) 

FY2016-
17 

FY2017-
18 

a) Depreciation 
   

 
Depreciation claimed in books post CoD 37.43 76.02 76.00 

 

Note : It is to state that as per the books of accounts of the company, the 
depreciation claimed by the company could not be absorbed as the company has 
incurred losses during the said period. 
 

5) Annexure D: Details of actual gross generation year wise and month wise 
 

Month 
Gross 

Generation 
Auxiliary 

consumption 
Net 

Generation 
GoS Free Power 

Share@12% 

MUs   MUs 

Oct-16 60.3 0.8 59.6 7.1 

Nov-16 28.3 0.4 27.9 3.4 

Dec-16 17.4 0.2 17.2 2.1 

Jan-17 12.6 0.1 12.5 1.5 

Feb-17 9.7 0.1 9.5 1.1 

Mar-17 9.9 0.1 9.8 1.2 

Apr-17 16.3 0.2 16.1 1.9 

May-17 20.6 0.2 20.4 2.4 

Jun-17 44.0 0.6 43.4 5.2 

Jul-17 68.8 0.9 67.9 8.1 

Aug-17 66.5 0.8 65.6 7.9 

Sep-17 71.6 0.9 70.7 8.5 

Total 425.9 5.4 420.5 50.5 

 

 Gross 
Generation 

Auxiliary 
consumption 

Net 
Generation 

GoS Free Power 
Share@12% 

MUs MUs MUs MUs 

Oct-17 54.7 0.7 54.0 6.5 

Nov-17 25.6 0.3 25.3 3.0 

Dec-17 16.7 0.2 16.4 2.0 

Jan-18 7.1 0.1 7.1 0.8 

Feb-18 9.2 0.1 9.1 1.1 

Mar-18 10.2 0.1 10.0 1.2 

Apr-18 13.2 0.2 13.1 1.6 

May-18 25.3 0.3 25.0 3.0 

Jun-18 53.4 0.7 52.7 6.3 

Jul-18 72.5 0.9 71.5 8.6 

Aug-18 69.0 0.9 68.1 8.2 

Sep-18 72.3 0.9 71.4 8.6 

Total 429.3 5.6 423.7 50.8 
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There was no secondary energy generated by the project. The reasons for lower generation vis-à-vis 
design energy was primarily due to delayed monsoon than what was envisaged as per DPR, high 
PPM/silt due to flash flood, transmission line constraint due to delay in commissioning of 400 kV 
Teesta-III – Kishanganj line of PGCIL/TPTL (which got commissioned only in Feb,2019 upon which LTA 
for the project got operationalized), outages and shutdown of the grid/transmission line etc. 

 
6) Annexure E: Details of undischarged liabilities in respect of project cost as on 

31.03.2018 
S.No. Particulars Amount                       

(Rs in Crores) 

1 
 Undischarged liabilities in respect of project cost as on 
31.03.2018 

5.10 

 
 

7) Annexure F: Year Wise break up of actual O & M Expenses (Rs. Crore) 
SN Particulars FY2015-16  

(Oct 15 to Mar 16) 
FY2016-17 FY2017-18 

a) Generating & Other Expenses 10.40 26.26 26.39 

b) Employee benefit expenses 2.71 6.14 6.90 

Total 13.11 32.40 33.29 

Notes: 
 
The O & M expenses for FY 2015-16 is from CoD of the Project (i.e. from 30-09-2015) till 31-03-2016 

 
 

4. The following additional submissions have been filed by HPPC dated 15.10.2020: 

 

1) The Petitioner has filed the present Petition seeking determination of tariff for supply of 

electricity from 105.6 MW (96MW plus 10% overload capacity) Jorethang Loop Hydro 

Electric Power Project (“Project”) for sale of power to the Respondent, Haryana Power 

Purchase Centre (“HPPC”) in terms of the directions passed by this Hon’ble Commission 

vide its Order dated 13.11.2017 in Case No. PRO – 26 of 2017 (“Order dated 13.11.2017”). 

 

2)  By way of order dated 13.11.2017, this Hon’ble Commission had approved the Project of 

Petitioner as a source for procurement of long-term power by HPPC at the tariff to be 

determined by the Commission in separate petition at subsequent stage. 

 

3)  The present reply is being filed on behalf of Respondent, HPPC. At the outset, it is submitted 

that the present petition is devoid of any merits. It is submitted that all allegations made by 

Petitioner which are contrary to the submissions made herein below are denied in their 

entirely and the same may be treated as a denial in seriatim. All contentions and arguments 

have been taken in the alternative without prejudice to each other. 

 

PRELIMINARY SUBMISSIONS 

 

4)  At the outset, it is submitted that the DPR of the Project was approved by Government of 

Sikkim on 26.08.2006 with an estimated cost of Rs. 475 Crores. and the Scheduled 

Commercial Operation Date (SCOD) for the Project was envisaged as 30.06.2012 

considering 9 months for environment & forest clearance, financial closure, etc and 30 
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months for construction period. However, the Financial Closure of the Project was achieved 

in March 2010 with an estimated capital cost of Rs. 625.10 Crores. The Project got 

completed on 30.09.2015 with a delay of 39 months i.e. 3 years and 3 months. The actual 

capital cost incurred as on the date of commercial operation is Rs. 1507.52 Crores. Thus, 

there had been a total increase of Rs. 882.42 Crores in capital cost of the Project. 

 

5) In terms of Clause 9.1.4 of the initialed draft PPA, the Petitioner has forgone cost of Rs. 

506.85 Crores. The clause 9.1.4 of initialed draft PPA is reproduced here as under for ready 

reference: 

 

“As per the information submitted by the Company, the project cost/capital cost for the 

purpose of tariff determination shall be restricted to Rs. 1000.67 Crores and the cost overrun 

in excess thereof shall be to the account of the Applicant and there will be no tariff 

implications on such cost overrun beyond 1000.67 Crores, as on the date of the COD. 

 

The Capital Cost, however, shall be determined denovo by the HERC as mentioned in the 

HERC order dated 13.11.2017. Notwithstanding the Company having agreed to restrict the 

Project Cost / Capital Cost at Rs.1000.67 Cr., the Company agrees that any increase in IDC, 

pre-operative expenses or other such expanses included in the capital cost, incurred by the 

Company due to delay in COD for the reasons solely attributable to the Company shall not be 

considered by the Commission while determining the capital cost on COD for tariff 

determination”. 

 

The Petitioner has filed the instant petition for Rs. 1000.67 Crores wherein the Petitioner is 

still claiming cost overrun of Rs. 375.57 Crores. It is submitted that this cost overrun as 

claimed by the Petitioner is untenable for the reasons as set out in detail in the subsequent 

paragraphs.  

 

Re: Delay alleged by the Petitioner in Commissioning of the Project 

 

Delay in obtaining Clearances 

 

6) The Petitioner in the Petition has mentioned that forest clearance was obtained on 

12.05.2008 and complete handing over of forest land took place on 03.02.2010. Thus, the 

Petitioner took almost 20 months for obtaining these approvals from Govt. of Sikkim as 

against the expected time of 9 months in the DPR. It is submitted that the delay of 11 

months in getting all approvals and clearances has not been substantiated by the Petitioner 

in its tariff petition. Therefore, it is presumed that there is no justified reason for the said 

delay and the same could have been avoided by the Petitioner. Hence, this delay should not 

be passed on to HPPC in Tariff. 

 

Re: Delay in commencing and completing construction of the Project 

 

7) It is submitted that despite the receipt of forest clearance on 12.05.2008 and the acquisition 

of private land on 31.10.2009, the Petitioner commenced the construction work of the 

Project only in February 2010 for the reasons best known to the Petitioner. The 

construction work got completed on 30.09.2015. Thus, the total construction period of the 
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Project is 67 months which is more than double of the period which was considered and 

estimated by the Petitioner in DPR (i.e. 30 months). 

 

8) It is submitted that the Petitioner has cited various reasons for delay in commencing and 

completion of the construction work from page 1059 onwards in the Petition. The 

Petitioner has tried to attribute the reasons for these delays as force majeure events 

beyond the control of the Petitioner. For instance, the Petitioner has cited delay on account 

of poor geology (24 months), monsoon, road blocks due to landslides, non-payment to 

contractor due to delay in COD & non-availability of explosives (7 months), delay in 

disbursement of fund by lenders (5 months). It is vehemently denied that these delays were 

due to force majeure reasons. The Petitioner ought to have been well aware about the 

weather and topography of the area. So far as poor geology geological surprises, bad 

weather and landslide is considered, it is submitted that such occurrences are quite normal 

in that area during the construction of Hydro Plants. All such delays could have been 

avoided if the Petitioner had undertaken reasonable due diligence, planning and 

appropriate buffer at the time of preparation of DPR. It is submitted that non-payment to 

contractor, unavailability of explosives and delay in disbursement of fund by lenders cannot 

be construed under force majeure as the same could be avoided had there been 

foresightedness and proper planning with lenders. Therefore, the Petitioner is solely 

responsible for such kind of delays in the Project and the consequent cost overrun caused 

which should not be passed on to HPPC in any manner. The said delays and the consequent 

cost overrun is further discussed in detail in the subsequent paragraphs. 

 

Re: Increase in hard cost due to geological reasons 

 

9) The reasons of increase in hard cost due to various geological reasons as claimed by the 

Petitioner and the response of HPPC is as under: 

 

Sr. 
No. 

Description Increase in cost 
(Rs in crore) 

Objections of HPPC 

a)  Rock quality is poorer than anticipated, 
therefore NATM was used and deployment of 
additional machinery and support system 

92.91 Such kind of geological surprises are 
quite normal during the construction 
of Hydro Plants. However, the same 
can be minimized through due 
diligence in geological survey and 
hence the whole cost on this 
account shall not be passed into 
tariff for HPPC.  

b)  Hiring and training of man power for NATM 2.45 The hiring and training expenses of 
man power which were deployed 
especially for NATM shall be borne 
by the Petitioner. Moreover, the 
same might have already been 
covered in point (a). 

c)  Claim of contractor on account of variation in 
the rock mass 

20.95 Suitable provisions should had been 
incorporated to cap the mammoth 
claims of the contractor. Hence, the 
mentioned claim of contractor on 
the account of variation in rock mass 
is unjustified. 

d)  Formation of cavities and deformation during 5.6 The said cost should be prudently 
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Sr. 
No. 

Description Increase in cost 
(Rs in crore) 

Objections of HPPC 

excavation of HRT, thus need special 
treatment 

checked by the Hon’ble Commission 
before passing the same into tariff 
for HPPC. 

e)  For acceleration of concrete lining, 
specialized semi-continuous gantry along 
with specialized man-power at additional 
cost  

5.26 
 
 

Any additional expenses just to 
cover up the delay or to accelerate 
the pre-determined work shows the 
mismanagement on the part of the 
Petitioner. Had there been proper 
supervision in execution of work, the 
same would have not been delayed 
and additional cost could be used 
onto some other needed work. 

f)  During excavation of tunnel invert, two major 
cavities formed and was treated with special 
treatment with additional rock bolts 

1.90 The said cost should be prudently 
checked by the Hon’ble Commission 
before passing the same into tariff. 

g)  During excavation of HRT, side cracks 
developed on the crown and lattice girders 
started twisting. For, this M/s GEO consults 
was hired. 

3.55 The consultancy fee should have 
been part of the DPR. Any such 
expenses cannot be considered 
under the incremental cost of the 
Project. Thus, the same should be 
borne by the Petitioner as it could 
have been either avoided or 
reasonable anticipated by proper 
due diligence of the Project site. 

h)  Actual quantity of various items was more 
than theoretical values due to difficult 
geology of HRT 

22.12 Due to poor survey conducted by 
the Petitioner, such increase in cost 
occurred for which the Petitioner is 
solely responsible. Therefore, same 
shall not be considered for 
determination of tariff by this 
Hon’ble Commission 

i)  As per preliminary design report, lining 
concrete for HRT was 37336 cum however, as 
per design provided by consultant it was 
96386 cum, therefore 59050 cum of 
additional concrete was used 

51.97 

 TOTAL 206.71  

 

10) It is submitted that the increase in cost as discussed above is not novel in such Projects. Such 

kind of escalation in cost occurs normally during the construction of Hydro plants. The 

Petitioner was required to have incorporated suitable provisions in the DPR for the same 

after a proper geological survey. Therefore, it is requested that the Hon’ble Commission 

may conduct a prudence check while considering this cost for tariff determination. 

 

Re: Increase in hard cost due to design and scope changes:  

 

11) It is submitted that due to poor DPR of the Project, a lot of design changes were made while 

carrying out the construction of the Project which not only add up to the capital cost but 

also lead to unnecessary delay that could have been avoided. A huge cost of Rs. 138.39 Cr. 

has been mentioned by the Petitioner on this account which is totally unjustified as the 

same could have been avoided/minimized/mitigated, had the Petitioner worked diligently. 

The major design change in the Project is the change in the location of power house due to 

which the following additional work had to be undertaken: 

 

i. Jet grouting to prevent the seepage of water in power house 

ii. Length of approach road increased and thus its protection work was done 
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iii. Alignment of pressure shaft was carried out which increased its length by 109.097m. 

iv. Slope stabilization work on the hill side of power house and Tail Race Channel due to 

alignment of pressure shaft. 

 

The Petitioner has further stated in the Petition that it had laid mud mad concrete to ease the 

movement of vehicle on the invert of concrete to stop delay in construction work and a cost of Rs. 

7.2 Cr was spent for this.  

 

It is pertinent to state that out of the total above-mentioned cost of Rs. 138.39 crore, Rs. 60.91 

Crores was increased in the capital cost only because of the design changes which were not 

considered in the preliminary design report. Details of the said cost of Rs 60.91 Crore is reproduced 

here as under: 

Sr. No. Description Increase in cost 
(Rs in crore) 

a)  Actual quantity of execution in power house was more than 
quantity of the preliminary design report 

17.83 

b)  Due to grouting of HRT and surge shaft which was not considered 
in preliminary design report 

32.60 

c)  Additional work of River Bed Protection to prevent erosion 
downstream of TRC. This was not envisaged in preliminary design 
report and only after detailed engineering, this was recognized. 

0.17 

d)  Additional cost due to increase in quantity of Hydro mechanical 
work. In preliminary design report, only 597 MT was envisaged 
but in actual 1361 MT was used 

10.31 

 TOTAL 60.91 

 

12) In this regard, it is submitted that the Petitioner should have considered this work and cost 

in the DPR considering that such events occur normally in construction of Hydro Power 

Plant. This cost on account of design changes could have been avoided if the Petitioner had 

conducted proper due diligence and surveys at the time of DPR and preparation of 

Preliminary Design Report. Thus, it is requested that the increase in cost on account of 

design and scope changes shall be checked prudently by this Hon’ble Commission and may 

not be considered while determining the tariff of the Project. 

 

Re: Increase in cost due to GIS Bay and PGCIL Consultancy 

 

13) The Petitioner in its tariff petition at page 1044 has mentioned that in the CEA Meeting held 

on 18.03.2013, it was decided that the Petitioner’s transmission line shall connect to the 

ongoing 220 KV New Melli-Rangpo DC line of PGCIL and thus it was envisaged that 

Petitioner shall construct its transmission line only till the interconnection point before COD 

for evacuation of power from the Project for which INR 18.00 Crore was allocated. 

Subsequently, during the 17th Standing Committee meeting on Power System Planning of 

Eastern region in CEA on 25.05.2015 (“Committee Meeting dated 25.05.2015”) it had been 

decided that Petitioner will have to erect complete transmission line works from the 

interconnection point to the New Melli substation failing which the interconnection shall be 

withdrawn. Petitioner was also required to install 2 GIS bays at New Melli substation and 

for this, PGCIL was also consulted. The Petitioner had mentioned an increase in cost of Rs. 

16.73 Cr. on this account. 
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14) In this regard, at the outset it is submitted that the Petitioner be called upon to place on 

record the minutes of CEA meeting dated 18.03.2013.  Further, the above-stated 

contention of the Petitioner differs from what has been recorded in the minutes of 

Committee Meeting dated 25.05.2015. On perusal of the minutes of Committee Meeting 

dated 25.05.2015 as available on the CEA website, it emanates that as per the approved 

plan, Petitioner was to construct its dedicated transmission line from Jorethang HEP (JHEP) 

switchyard to the New Melli (PG) sub-station along with 2 nos. 220 kV GIS line bays at New 

Melli (PG) sub-station. However, the line work of the Petitioner got delayed due to 

contractual issues. As a consequence, the petitioner was not able to complete the line up to 

New Melli Substation of PGCIL by May 2015. Therefore, the Petitioner itself had requested 

and undertaken to complete the entire stretch of the transmission line up to New Melli 

Substation to match the commissioning of 220 KV bays at New Melli.  

 

15) Thus, it is in this background that Petitioner was required to erect complete transmission 

line works from the interconnection point to the New Melli substation. The relevant portion 

of the  Committee Meeting dated 25.05.2015 is as under: 

 

“17.0 Evacuation of power from (2x48 MW) Jorethang HEP in Sikkim : Interim arrangement 

17.1 Director, CEA stated that as per the approved plan, DEPL (Dans Energy 

Private Limited) was to construct its dedicated transmission line from Jorethang HEP (JHEP) 

switchyard to the New Melli (PG) sub-station along with 2 nos. 220 kV GIS line bays at New 

Melli (PG) sub-station. DEPL has informed that due to contractual issues, the transmission 

line works of DEPL got delayed. Further, they informed that the generation project is 

expected to be commissioned by June 2015. DEPL has also informed that a section of the 

dedicated line about 4 km up to tower no. 14 would be completed by them in June 2015. 

They have intimated that POWERGRID 220 kV D/C line 

from New Melli sub-station to Rangpo is also expected to be completed by 

May 2015. As DEPL would not be able to complete the line up to New Melli 

sub-station of POWERGRID by May 2015, DEPL has requested that they may be allowed to 

connect completed section of their dedicated line (from tower no. 14) to the POWERGRID line 

(tower no. 87) as an interim arrangement. They also informed that DEPL is fully committed 

towards completion of the entire stretch of transmission line. In this regard, order of 2 nos. 

220 kV GIS bays at New Melli S/S has already been placed with Alstom in March 2015. DEPL 

has intimated that they had taken up upon themselves to complete the entire stretch of 

transmission line up to New Melli S/S matching with the commissioning of 220 kV bays at 

New Melli. In view of the above, DEPL has requested permission for granting intermediate 

connection at its 14th tower to POWERGRID 220 kV D/C Rangpo-New Melli line at 87th tower 

as an interim arrangement. 

… 

17.4 After further discussion, it was agreed to either LILO one circuit of New Melli – Rangpo 

220 kV D/C line at a suitable point / or make some suitable interconnection, so as to connect 

New Melli-Rangpo 220 kV D/C line with Jorthang-New Melli 220 kV D/C dedicated line as an 

interim arrangement. M/s DANS would complete the remaining portion of line and 2 no. 220 

kV GIS bays at New Melli by March 2016, failing which the interim arrangement would be 

disconnected.” 

        [Emphasis Supplied] 
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16)  Hence, it is apparent that the Petitioner, due to their own default and delay in completion 

of line work, had itself undertaken to complete the entire stretch of the Transmission line. 

The Petitioner deliberately withheld this fact from this Hon’ble Commission so as to cover 

its own default and pass on this cost to HPPC in the guise of a direction alleged to have 

been issued from CEA for erecting the complete line. The said increase in cost could have 

been avoided had the Petitioner not delayed completion of transmission line work. 

Therefore, the Petitioner is solely responsible for the cost on this account and it shall not be 

considered for determination of Tariff. 

A copy of the Committee Meeting dated 25.05.2015 is marked and annexed herewith as 

Annexure  R-1. 

 

Re: Increase in hard cost due to taxes: 

 

17)  It is submitted that the Petitioner is claiming the following increase in cost due to taxes: 

Sr. No. Description Increase in cost 
(Rs in crore) 

a)  Cost of Building and other construction workers welfare cess (BOCW) on 
total value on Civil & HM works of Rs. 580 Cr @1% 

5.80 

b)  Cost of Environment Cess on total value of Rs. 580 Cr. on Civil & HM 
works of Rs. 580 Cr @1% 

5.80 

c)  Additional service tax on tunnels &dams on the value of Rs. 165 Cr. 8.16 

d)  Increase in tex due to non-availability of deemed export benfits 9.85 

e)  Increase in taxes due to change in Tax rates (excise duty & service tax) 0.86 

 TOTAL 30.47 

 

18) It is submitted that if the Petitioner had endeavored to complete the maximum amount of 

work prior to increase in tax, a lot of this cost could have been saved. Therefore, the above 

increase in cost on the account of change in taxes should be scrutinized thoroughly before 

passing it in Tariff to HPPC. 

 

19)  In view of the abovementioned facts and circumstances, it is submitted that the delays and 

the increase in cost as alleged by the Petitioner could have been avoided by the Petitioner 

with reasonable care and proper due diligence. Therefore, the cost overrun due to the said 

delays and other ancillary increase in cost is attributable to the Petitioner alone. It should 

not be considered while determining the capital cost on COD for tariff determination. 

 

Re: Non-applicability of the CERC Tariff Regulations  

 

20)  It is submitted that the Petitioner has filed the tariff petition in accordance to the Central 

Electricity Regulatory Commission(Terms and Conditions of Tariff) Regulations, 2014 (“CERC 

Tariff Regulation 2014”) and not with the extant HERC Tariff Regulation despite the fact 

that the whole power excluding free power to home state will be supplied to Haryana post 

determination of tariff by this Hon’ble Commission. The Petitioner has stated that there are 

no Tariff regulations of this Hon’ble Commission for generation norms and parameters and 

therefore the CERC Tariff regulations 2014 have been relied on for filing the instant 

Petition.  
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21)  In this regard, it is submitted that this Hon’ble Commission, vide gazette notification dated 

5.12.2012, notified the Multi Year Tariff (MYT) Regulations, 2012 (“HERC MYT Regulations 

2012)”. The first Control Period, under the said Regulation was from 1.04.2014 to 

31.03.2017. Subsequently, the Hon’ble Commission, vide 1st Amendment to the ibid MYT 

Regulations (dated 17.11.2016) extended the Control Period up to 31st March, 2018. The 

Control Period, vide 2nd Amendment dated 31.10.2018, was further extended up to 

31.03.2020. A copy of the 2nd Amendment dated 31.10.2018 to HERC MYT Regulation is 

marked and annexed herewith as Annexure R-2. 

 

22) Therefore, the Petitioner ought to have filed the instant tariff petition in accordance with 

the extant HERC Tariff Regulations. It is noteworthy that the Petitioner itself has left this 

issue open for consideration as per the discretion of the Hon’ble Commission that whether 

tariff is to be determined as per the CERC Tariff Regulation 2014 or the HERC MYT 

Regulations 2012. Therefore, it is submitted that this Hon’ble Commission may determine 

tariff as per the applicable HERC MYT Regulation 2012. 

 

Re: Ceiling tariff cannot be considered as levelized tariff for the Project 

 

23) The Petitioner has stated in the Petition at paragraph 15 and 17 that it agrees for ceiling 

tariff of Rs. 4.71 per unit as the levellised tariff for the Project. It is submitted that the said 

contention is misleading and wrong. It is being clarified that this Hon’ble Commission vide 

its Order dated 13.11.2017 approved the source of Petitioner’s Project with Rs. 4.71/KWh 

being the ceiling tariff for first 25 years of the PPA and further specifically stated that the 

rate of power purchase for the balance tenure of PPA shall be at variable cost only. This 

would mean that during the first 25 years, the tariff shall not cross Rs. 4.71/kWh and if in 

any year tariff is less than Rs. 4.71/ Kwh then that reduced tariff will be payable by HPPC. 

Further, only variable cost is to be payable for rest of the period of PPA beyond 25 years. 

Relevant portion of the Order dated 13.11.2017 is reiterated below: 

 

“13. Taking all the above discussions into consideration, the Commission approves 

procurement of power from the Jorethang Loop Hydro Electric Project, throughout the year, 

at the tariff to be determined by the Commission on separate petition to be filed by the 

generator with Rs. 4.71/kwh being the ceiling tariff for first 25 years of the PPA. The rate of 

power purchase for the balance ten years shall be at variable cost only. “ 

 

24) It may not be out of place to state that the said understanding is also incorporated in the 

initialed draft PPA as well as in the final PPA in Clause 9.1.2 which is reiterated below: 

 

“9.1.2 Tariff 

 

(i) The Purchaser shall pay to the Company for the energy supplied at a tariff as determined 

by the Commission from time to time as per the provisions of HERC Tariff Regulations subject 

to the ceiling tariff approved by the HERC in its order dated 13.11.2017 in Petition no. 

HERC/PRO-26 of 2017 i.e. Rs. 4.71/KWh for the first 25 years of the Agreement. The rate of 

power purchase for the balance ten years shall be at variable cost only. The petition for 

determination of tariff shall be filed by the Company before the Commission as and when 

required as per HERC Tariff Regulations.” 
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25)  In light of the aforesaid facts and circumstances, HPPC vehemently disagrees with the 

above-stated submission of Petitioner of considering ceiling tariff of Rs. 4.71/KWh as 

levellised tariff of the Project. 

 

Re: Installed capacity of the Plant to be considered for tariff determination 

 

26)  It is submitted that the Petitioner has filed its tariff petition taking capacity of the plant as 

105.6 MW which includes the overloaded capacity (96 MW of installed capacity + 10% 

overloading capacity). However, the capacity which is to be considered shall be the 

installed capacity of the plant only i.e. 96 MW. Further, this Hon’ble Commission vide its 

order dated 08.03.2019 clarified that the capacity of the Project is 96 MW instead of 105.6 

MW. The relevant extract of the order is reproduced here as under: 

 

“The Commission has considered the clarification given by HPPC that the Project capacity of 

the Project is 96 MW along with the overload capacity of 10%. Further, in the Commission 

observes that in the Order dated 13.11.2017 the capacity approved was 96 MW only. The 

relevant part of the Order of the Commission dated 13.11.2017 is reproduced as under:-  

 

“13. xxxxx  

Having approved the purchase of power from 96 MW (2X48 MW) Jorethang Loop 

HEP, the Commission has perused the draft PPA attached with the present petition 

for approval of the Commission and observes that the same does not incorporate a 

lot of details that a contract of such nature should necessarily have. ...................”  

Accordingly, the Commission directs that the capacity of the Project shall be 

mentioned in the PPA as 96 MW which is the machine rated capacity instead of 

105.6 MW.” 

 

Re: Components calculated and claimed by the Petitioner on the basis of CERC Tariff 

Regulation 2014 

 

27) It is submitted that the Petitioner is claiming Return on Equity (ROE) at the rate of 16.50% as 

per regulation 24 of the CERC Tariff Regulation whereas the same should be 14% in line 

with the extant HERC Tariff Regulations which are applicable in the instant case. 

 

28) It is submitted that the Petitioner has calculated rate of interest on working capital as “Base 

rate of SBI + 3.5%” i.e. 12.20% based on CERC Tariff Regulations 2014. However, the rate of 

interest should have been calculated in terms of the HERC MYT Regulation 2012 which 

provides as follows: 

“22.2 Rate of Interest 

Rate of interest on working capital shall be equal to the base rate of SBI as applicable on 1st 

April of the relevant financial year plus an appropriate margin that realistically reflects the 

rate at which the generating company/licensees can raise debt from the market.” 

It is pertinent to mention that as per HERC MYT 2019, appropriate margin is 150 basis 

points. 

 

29) The Petitioner has considered the rate of interest of 13.03% while determination of tariff, 

which seems to be on higher side in comparison of interest rates on loans available in 
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today’s scenario. Therefore, in the commercial interest, the Petitioner may be directed to 

refinance its loans with current interest rates and consequently pass on the benefits to 

HPPC. 

 

30) It is submitted that the maintenance spares as per HERC MYT Regulation 2012 is 7.5% of 

O&M expenses, however the Petitioner has considered the same as 15% of the O&M 

expenses based on CERC Tariff Regulations 2014. Hence, the same should not be allowed. 

 

31) It is submitted that the escalation of O&M expenses as per the HERC MYT regulation 2012 is 

4% per annum though the Petitioner has taken the same as 6.64% based on CERC Tariff 

Regulation. Hence, the same should not be allowed. 

 

32) The depreciation rates and the useful life of the assets shall also be considered in line with 

HERC MYT Regulation 2012 and not on the basis of CERC Tariff Regulations. 

 

33) The Petitioner while calculation of interest on working capital has considered receivables 

equivalent to 2 months of Fixed Cost. However, the receivables ought to have been 

considered as equivalent to fixed cost of 1 month since the payment cycle of the Petitioner 

is 30 days as per Clause 9.3.2 of the draft PPA agreed by both the parties. In this regard, 

further reliance is placed on Regulation 22.1 of HERC MYT Regulation 2012 allows 

calculation of interest on working capital considering receivables equivalent of 1 month of 

Fixed Cost. 

 

“22.1 Components of working capital:  
For the purpose of computing working capital the components mentioned in the 
table below shall be considered:  
…. 
III. Hydro power plants:  
 a) Normative operation and maintenance expenses for 1 (one) month  
 b) Maintenance spares @ 7.5% of normative operation and maintenance expenses; 
 c) Receivables equivalent to fixed cost for 1 (one) month” 

Re: Revenue realized by the Petitioner from the Project prior to offering power to HPPC 

 

34) It is submitted that since the Project attained COD on 30.09.2015, the Petitioner was selling 

power to power exchange prior to offering power to HPPC. HPPC has been off-taking power 

from the Petitioner’s Project as an interim arrangement from 17.05.2018. Thus, the 

revenue realized by the Petitioner prior to selling power to HPPC shall be duly considered 

by this Hon’ble Commission while determining the tariff. 

 

35) It is submitted that with effect from 10.10.2019, HPPC has discontinued the power supply 

being sourced from the Petitioner as an interim arrangement pursuant to Order dated 

13.11.2017. The Petitioner has challenged the said discontinuation of supply by way of an 

interim application filed in PRO 26 of 2017. However, this Hon’ble Commission vide Order 

dated 11.09.2020 has upheld the right of HPPC to discontinue the power which was being 

sourced from the generators merely as an interim arrangement and at the discretion of 

HPPC. Accordingly, in the given facts and circumstances, it is submitted that no liability 
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whatsoever should be passed on to HPPC for the period of discontinuance of supply which 

was being sourced from the Petitioner as a mere interim arrangement.  

 

PARA WISE REPLY 

 

36) The contents of para 1 to 7 are perfunctory and a matter of record which deserves no reply. 

 

37) The contents of para 8 are denied except for what is a matter of record. It is submitted that 

there is delay of 39 months in achieving COD which led to an increase in cost. The reasons 

mentioned by the Petitioner for delay in completion of the Project are unjustified and could 

have been avoided which is explained in the preliminary submissions. 

 

38) The contents of para 9 to 14 are a matter of record. 

 

39) The contents of para 15 are denied except for what is a matter of record. HPPC vehemently 

disagrees with the submission of Petitioner for considering ceiling tariff of Rs. 4.71/KWh as 

levelized tariff for the Project. Reliance is placed on the preliminary submissions which are 

not repeated herein for the sake of brevity. 

 

40) The contents of para 16 are denied. It is submitted that the applicable regulations in the 

present case are the HERC MYT Regulation 2012 and therefore the all such calculations/ 

cost inter alia the annual fixed cost and the capital expenditure of the Petitioner’s Plant 

should be considered in line with the applicable regulations and not the CERC Tariff 

Regulations. 

 

41) The contents of para 17 to 23 are denied. HPPC vehemently disagrees with the submission of 

Petitioner for considering ceiling tariff of Rs. 4.71/KWh as levellised tariff for the Project. It 

is submitted that the reasons mentioned by the Petitioner for delay in completion of the 

Project are unjustified and could have been avoided. Reliance is placed on the preliminary 

submissions which are not repeated herein for the sake of brevity. 

 

42) The contents of para 24 and 34 are denied except for what is a matter of record. It is being 

reiterated and reaffirmed that the applicable regulations are the HERC MYT Regulation 

2012. Reliance is placed on the preliminary submissions which are not repeated herein for 

the sake of brevity. 

 

43) The contents of para 35 to 39 are perfunctory and need no reply.   

 

44) The contents of para 40 are denied to the extent of the submissions made in the preceding 

paragraphs which are not repeated herein for the sake of brevity. 

 

45) The Respondent craves leave of this Hon’ble Commission to file additional objections/ 

submissions, information and documents, if required, at a later stage during the 

adjudication of the instant Petition. 

 
 

5. Additional Information via affidavit filed by M/s. Dans Energy Pvt. Ltd. on 19.10.2020: 
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1) Information given in the affidavit: 

 
I. That filing affidavit to place on record the factual and legal issues that arise in relation 

to the parameters to be considered in the tariff determination process. The Petitioner 

has separately filed the information and details as sought for by this Hon’ble 

Commission.  

A. APPLICABILITY OF TARIFF AFTER 25 YEARS 

II. I say that the power procurement was initially envisaged by the Respondent to be 

procured for 25 years. In this regard, in the proceedings before this Hon’ble 

Commission seeking approval of the power purchase, both the Petitioner as well as 

HPPC had sought for approval for 25 years.  

III. In this regard, kindly refer the followings:- 

 

(a) The Petitioner vide its letters dated 29/10/2016, 13/12/2016 & 26/12/2016 to 

HPPC offered for supply of power from its 96 MW Jorethang Loop Hydro Electric 

Power Project (“Project”) at a levellised tariff of Rs. 4.75/kWh during the period 

from May to October for 25 years. Copy of letters dated 29/10/2016, 13/12/2016 

& 26/12/2016 are attached herewith as marked collectively as Annexure A. 

 

(b) Thereafter, HPPC filed a petition on 23/02/2017 before the Hon’ble Commission 

(being Petition No. HERC/PRO-26 of 2017) for approval of power purchase from 

the Petitioner’s Project at a ceiling levellised tariff of Rs. 4.75/kWh during the 

period from May to October for 25 years. In the petition, it was also stated that in 

the 39th meeting of Steering Committee of Power Planning (“SCPP”) held on 

11/11/2016, it was decided that the power purchase proposal from the 

Petitioner’s Project for the duration of 25 years from May to October at a ceiling 

levellised tariff of Rs. 4.75/kWh was accepted for onward submission to Hon’ble 

HERC. Relevant extracts of the Petition No. HERC/PRO 26 of 2017 is attached 

hereto and marked as Annexure B. 

 

(c) The Hon’ble Commission, vide interim order dated 04/09/2017 directed HPPC to 

consider procurement of hydro power throughout the year and not only for the 

period from May to October of each year, copy of the interim order dated 

04/09/2017 is attached hereto and marked as Annexure C. 

 

(d) Pursuant to the above, the Petitioner vide its letter dated 23/09/2017 to HPPC 

gave its consent to supply power from the project for 25 years throughout the 

year at a levellised tariff of Rs 4.71/kWh, a copy of which is attached hereto and 

marked as Annexure D.  

 

(e) The Hon’ble Commission vide its interim order dated 25/09/2017 directed HPPC 

to provide its decision regarding procurement of hydro power throughout the 

year or for six months as prayed for in the petition. A copy of the interim order 

dated 25/09/2017 is attached hereto and marked as Annexure E. 
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(f) HPPC vide its final submission, in concurrence with SCPP, to the Hon’ble 

Commission stated that the power may be considered to be purchased for whole 

of the year for 25 years and in which case revised rates of Rs. 4.71/- per unit may 

be considered as ceiling levellised tariff. Please refer page 25-26 of Hon’ble 

HERC’s order dated 13/11/2017, relevant extracts of which are attached hereto 

and marked as Annexure F.   

 

(g) While approving the power purchase for the Petitioner’s Project vide order dated 

13/11/2017, Hon’ble Commission had increased duration of the power purchase 

from 25 years to 35 years. However, ceiling tariff of Rs.4.71/- was at that stage 

granted for 25 years and variable cost was provided for balance 10 years. In this 

regard, it is submitted that ceiling tariff in other three cases (i.e., 97 MW 

Tashiding HEP, 110 MW Chuzachen HEP and 36 MW Chanju HEP) was granted by 

the Hon’ble Commission for the entire period of 35 years. It is also submitted that 

in case of 110 MW Chizachen HEP, Hon’ble Commission has approved higher 

ceiling tariff of Rs.4.69/- per unit for 35 years as against the offer of ceiling tariff 

of Rs.4.60/- per unit for 25 years. Relevant pages of the orders of the Hon’ble 

HERC are attached herewith as Annexure G. 

 

(h) Since at that stage there was no deliberation on the applicability of tariff after 25 

years before the Hon’ble Commission and there was no noting also in the order 

to that effect, and also coupled with the fact that there are as such no fuel 

charges for a hydro power project, we submitted that the same may have been 

provided for inadvertently in the order.  We therefore request you that at the 

time of determination of tariff for our project, kindly consider ceiling tariff for 

entire 35 years instead of ceiling tariff for 25 years and variable cost for balance 

10 years similar to the other three hydro power projects approved by the Hon’ble 

Commission. 

 

(i) Subsequent to the order dated 13/11/2017 of Hon’ble Commission, the 

Petitioner vide its letter dated 11/12/2017 (copy attached hereto and marked as 

Annexure H) requested Hon’ble Commission for clarification on the limited issue 

of tariff that is applicable for the period after 25 years stating that in another 

similar project, ceiling tariff has been provided for entire 35 years and that there 

are no fuel charges for hydro power projects. 

 

(j) Meanwhile, HPPC started the process of signing of initialed draft PPA and in that 

connection, vide its letter dated 16/01/2018 (copy attached hereto and marked 

as Annexure I) called for a meeting along with asking for submission of certain 

information. The Petitioner vide its e-mail dated 24.01.2018 (copy attached 

hereto and marked as Annexure J) requested to hold the meeting on 30/01/2018. 

Accordingly, a meeting was held in HPPC’ office on 30/01/2018 which was 

attended to by senior officials of HPPC and and the Petitioner. In the meeting, the 

issue of applicability of tariff after 25 years was discussed and the Petitioner 

stated that it has already written to Hon’ble Commission vide its letter dated 

11/12/2017 for clarification. HPPC asked the Petitioner to forward copy of the 

letter which was done by the Petitioner vide its e-mail dated 31/01/2018 (copy 
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attached hereto and marked as  Annexure K).  Thereafter, a draft PPA was 

received from HPPC vide e-mail dated 22/03/2018 and as per the draft PPA 

(clause 9.1.2), ceiling tariff of Rs 4.71/kWh was incorporated for entire 35 years. 

Copy of HPPC’s e-mail dated 22/03/2018 along with extract of clause 9.1.2 of the 

draft PPA are attached hereto and marked as Annexure L. Since, draft PPA 

received from HPPC contained ceiling tariff for entire 35 years, the Petitioner 

considered the issue as settled. The draft PPA was initialed on 07/05/2018 and 

submitted by HPPC with Hon’ble Commission on 08/05/2018. Vide memo dated 

18/02/2019, HPPC submitted certain amendments to the initialed draft PPA for 

approval of Hon’ble Commission. No amendments to clause 9.1.2 were proposed 

by HPPC. Subsequently, the initialed draft PPA got approval of Hon’ble 

Commission vide its order dated 08/03/2019 with certain amendments. However, 

no amendment was made for clause 9.1.2 and the clause in the PPA for the tariff 

to be for the entire 35 years was approved by the Hon’ble Commission. 

 

(k) Subsequently, HPPC challenged the order of the Hon’ble Commission dated 

08/03/2019 before Hon’ble Tribunal on 01/08/2019 wherein only challenge by 

HPPC was for deletion of ‘exit clause’ in the PPA by Hon’ble Commission and no 

dispute was raised for any other clause of the PPA. Thereafter, Hon’ble Tribunal 

vide its order dated 29/07/2020 held that deletion of exit clause in the order 

dated 08/03/2019 by Hon’ble Commission is bad in law and thus is wrong and 

directed the Hon’ble Commission to pass fresh order in light of the observations 

made by Hon’ble Tribunal qua exit clause. Hon’ble Tribunal gave its judgement 

limited to exit clause only. Thereafter, Hon’ble Commission vide its order dated 

11/09/2020 approved the PPA by reinstating the exit clause as per the directions 

of Hon’ble Tribunal. However, while signing final PPA on 06/10/2020, HPPC 

modified the clause 9.1.2 of the initialed approved PPA and stated that ceiling 

tariff shall apply 25 years and variable cost shall apply for balance 10 years. The 

same is against the initialed approved PPA. 

 

(l) The PPA has already been approved by the Hon’ble Commission and modified by 

the Hon’ble Tribunal limited to the extent of the exit clause. 

 

(m) In the circumstances mentioned above, it is respectfully submitted that the 

Hon’ble Commission ought to consider the ceiling tariff for entire 35 years instead 

of ceiling tariff for 25 years and variable cost for balance 10 years similar to the 

other three hydro power projects approved by the Hon’ble Commission. 

 

(n) It is also relevant to mention that the determination of tariff for the full 35 years 

would not prejudice HPPC, but only spread the recovery of fixed charges over the 

full life of 35 years. In case the tariff is to be determined for 25 years with fixed 

charges and only for variable charges for balance 10 years, the full fixed charges 

would be recoverable over 25 years. As against the above, the tariff as 

determined in terms of the approved PPA would result in the recovery of the 

fixed charges being spread over 35 years.  
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(o) In the circumstances, it is respectfully submitted that the tariff ought to be 

determined for 35 years in terms of the approved PPA by the Hon’ble 

Commission. 

 

B. CEILING CAPITAL COST 

 

IV. In regard to the ceiling capital cost provided for the project, the following facts are 

relevant: 

 

(a) The Petitioner vide its letters dated 29/10/2016, 13/12/2016 & 26/12/2016 to 

HPPC offered for supply of power from its Project at a levellised tariff of Rs. 

4.75/kWh during the period from May to October for 25 years.  

 

(b) Thereafter, HPPC filed petition on 23/02/2017 before the Hon’ble Commission 

(being petition no. HERC/PRO-26 of 2017) for approval of power purchase from 

the Petitioner’s Project at a ceiling levellised tariff of Rs. 4.75/kWh during the 

period from May to October for 25 years. In the petition it also stated that in the 

39th meeting of SCPP held on 11/11/2016, it was decided that the power 

purchase proposal from the Petitioner’s Project for the duration  of 25 years 

from May to October at a ceiling levellised tariff of Rs. 4.75/kWh was accepted 

for onward submission to Hon’ble HERC.  

 

(c) In the said petition, HPPC submitted tariff calculation sheet vide Annexure XXV 

& XXVI (page no.s 207 -210) before the Hon’ble Commission. It is submitted that 

the said tariff calculations submitted by HPPC were as per CERC (Terms and 

Conditions of Tariff) Regulations, 2014. Extract of relevant pages of the petition 

is attached hereto and marked as Annexure M. 

 

(d) Thereafter, proceedings before the Hon’ble Commission started and subsequent 

to the proceedings before the Hon’ble Commission on 02/06/2017 on HPPC’s 

above stated Petition No. HERC/PRO-26 of 2017, the Petitioner submitted its 

affidavit dated 07/06/2017 in the same Petition No. HERC/PRO-26 of 2017 

wherein it agreed for ceiling capital cost of Rs 1000.67 crores for the purpose of 

determination of tariff by Hon’ble Commission while mentioning that the 

Petitioner is agreeable for a levellised tariff of Rs 4.75/kWh. 

 

(e) It is submitted that at the time of filing the affidavit dated 07/06/2017 before 

the Hon’ble Commission in the same petition no. HERC/PRO-26 of 2017, based 

on the previous submission of HPPC before the Hon’ble Commission as stated 

above, the Petitioner considered and proceeded on the basis that the 

determination of tariff for its project by Hon’ble Commission shall be made as 

per CERC (Terms and Conditions of Tariff) Regulations, 2014. This was also based 

on the tariff sheets as provided for by HPPC before the Hon’ble Commission. 

 

(f) It is submitted that in view of the Petitioner’s above stated affidavit dated 

07/06/2017, the Hon’ble Commission while approving the power purchase vide 

its order dated 13/11/2017 observed as under: (para 31) 
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The Commission has considered the issue of time and cost overrun of the 

present project and observes that the IPP, in its petition, has voluntarily 

offered to forego Rs. 506.85 Crore cost overrun mostly related increase in 

IDC & pre-operative expenses due to delay in achieving CoD. The Commission 

shall, however, while determining tariff shall look at the entire project cost 

de.novo and after due diligence / prudence check arrive at a reasonable and 

justifiable project cost including capital structure that could be considered 

for the purpose of tariff determination in the present case. 

(emphasis supplied) 

 

(g) The above provision stands duly incorporated in the initialed draft PPA and final 

signed PPA too. 

 

(h) However, while signing the PPA, HPPC mentioned that tariff is to be determined 

by Hon’ble Commission as per provisions of HERC Tariff Regulations, even 

though the submissions made at the stage of approval of the power 

procurement was based on the CERC Tariff Regulations.  

 

(i) It is stated that the Petitioner is committed to the ceiling levellised tariff of Rs. 

4.71/- per kwh as agreed to between the parties. 

 

(j) However, the ceiling capital cost of Rs. 1000.67 crores was agreed, based on the 

petition and submissions of HPPC of applicability of the CERC Tariff Regulations.  

 

(k) It is submitted that there is huge reduction in the tariff as per HERC Tariff 

Regulations as compared to CERC tariff regulations. The viability of the project 

was considered based on the CERC Tariff Regulations and subject to that the 

ceiling capital cost of Rs 1000.67 crores was agreed to. 

 

(l) The said ceiling capital cost of Rs. 1000.67 crores however cannot be applied in 

case the Tariff Regulations of the Hon’ble Commission are to be applied, as the 

same was not agreed to by the Petitioner at the time of agreeing to ceiling 

capital cost before this Hon’ble Commission. 

 

(m) It is reiterated that the Petitioner does not dispute the ceiling levellised tariff of 

Rs.4.71 per unit which was agreed to between the parties. However, it is only 

the ceiling capital cost of Rs. 1000.67 crores which was agreed to based on the 

CERC Tariff Regulations applicability, which cannot be applied in case the tariff is 

to be determined based on the Regulations of the Hon’ble Commission. In such 

case, the entire project cost of Rs. 1507.52 crores need to be considered and the 

tariff ought to be determined, subject to the ceiling levellised tariff of Rs. 4.71/- 

per kwh. This in fact has already been provided for by the Hon’ble Commission 

in the order dated 13/11/2017 as under: 

 

The Commission shall, however, while determining tariff shall look at the entire 

project cost de.novo and after due diligence / prudence check arrive at a 
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reasonable and justifiable project cost including capital structure that could be 

considered for the purpose of tariff determination in the present case. 

 

The above provision also stands duly incorporated in clause 9.1.4 of the PPA.  

 

(n) The tariff petition filed is also based on entire project cost as per above direction 

of the Hon’ble Commission. The Hon’ble Commission may consider the above. 

 

C. DESIGN ENERGY 

 

V.  That the design energy estimated in the DPR of the project was 445.7 MUs, which was 

considering the various inputs and parameters. 

 

VI.  Subsequently, during financial closure, the lead lender estimated higher design energy 

than DPR and accordingly, estimated design energy of 459 MUs was considered by 

the Petitioner thereafter. This was on the basis of estimates then available. 

Accordingly, in the PPA, the estimated design energy has been mentioned as 459 

MUs.        

 

VII. The project after commissioning has been in operation for about 5 years. During the 

last 5 years since CoD of the project on 30/09/2015, the details of actual gross energy 

generated by the project is as under: 

 

S. No. Year Actual Gross Energy (Mus) 

1. 1st year - (October, 2015 to September, 2016) 388.7 

2. 2nd year - (October, 2016 to September, 2017) 425.9 

3. 3rd year - (October, 2017 to September, 2018) 429.3 

4. 4th year - (October, 2018 to September, 2019) 389.9 

5. 5th year - (October, 2019 to September, 2020) 413.4 

 

VIII.  As is evident from the above, the maximum actual gross generation of Jorethang Loop 

HEP during the past 5 years is 429 MUs for the period from October, 2017 to 

September, 2018.  

 

IX. The reasons attributable to lower generation than estimated design energy of the 

project is shortfall in availability of design discharge than what was envisaged in DPR, 

high PPM etc. in river inflow during monsoon due to flash flood etc. We enclose 

herewith the details in this regard vide Annexure N. The Petitioner craves leave to file 

or place on record additional information in this regard at a later stage. The lower 

generation is also attributed to the reduction in the net head of the project by appx. 4 

metres than what was envisaged as per DPR. We submit that the Hon’ble 

Commission has also asked us to submit the details of Net head of the project as per 

DPR and actuals along with reasons for deviations thereof and we have provided the 

same vide separate affidavit dated 19/10/2020. The said reasons are beyond the 

control of the company.  

 

X.  It is submitted that the regulations of the Commission also provide for the same. 
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XI.  In the circumstances mentioned above, since the actual gross energy of the project 

has always been less than the estimated design energy, it is respectfully prayed that 

the Hon’ble Commission may kindly consider the maximum generation of 429 MUs 

during the last 5 years as design energy of the project for the purpose of 

determination of tariff. 

  

D. LEVELLISED TARIFF  

 

XII.  As stated hereinabove, the Petitioner vide its letters dated 29/10/2016, 13/12/2016 & 

26/12/2016 to HPPC offered for supply of power from its 96 MW Jorethang Loop 

Hydro Electric Power Project (Project) at a levellised tariff of Rs. 4.75/kWh during the 

period from May to October for 25 years.  

 

XIII. In the petition filed by HPPC before the Hon’ble Commission on 23/02/2017 (being 

petition no. HERC/PRO-26 of 2017) for approval of power purchase, the petitioner 

sought for procurement at a ceiling levellised tariff of Rs. 4.75/kWh during the period 

from May to October for 25 years. In the petition it also stated that in the 39th 

meeting of SCPP held on 11.11.2016, it was decided that the power purchase 

proposal from the Petitioner’ Project for the duration  of 25 years from May to 

October at a ceiling levellised tariff of Rs. 4.75/kWh was accepted for onward 

submission to Hon’ble HERC. (refer Annexure B). HPPC further stated that the exact 

levellised tariff for the Project would be evaluated by the Hon’ble Commission. In this 

regard reference may be made to last line of para 13 of the petition.   

 

XIV.  Thereafter, pursuant to the interim order dated 04/09/2017 of the Hon’ble 

Commission directing HPPC to consider procurement of hydro power throughout the 

year, the Petitioner vide its letter dated 23/09/2017 gave its consent to supply power 

from the project for 25 years throughout the year at a levellised tariff of Rs 

4.71/kWh.  

 

XV. Hon’ble HERC vide its interim order dated 25/09/2017 directed HPPC to provide its 

decision regarding procurement of hydro power throughout the year or for six 

months as prayed for in the petition. HPPC vide its final submission in concurrence 

with SCPP to the Hon’ble Commission stated that the power may be considered to be 

purchased for whole of the year for 25 years and in which case revised rates of 

Rs.4.71/- per unit may be considered as ceiling levellised tariff. In this regard 

reference is made to page nos. 25-26 of Hon’ble HERC’s order dated 13/11/2017.  

 

XVI. It is most respectfully and humbly submitted that both HPPC and the Petitioner 

throughout the proceedings maintained the request for approval of power purchase 

considering ceiling levellised tariff.  

 

XVII. I say that the tariff is to be determined for the entire duration of 35 years. Therefore, 

the tariff may be determined based on levelisation, whereof the parties would have a 

levelized tariff for the life of the project. Such determination of levelized tariff would 

provide certainty to the parties, particularly when the parties have decided on the 

transaction based on the understanding of a levelized tariff.  
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XVIII. In the circumstances mentioned above, the Petitioner prays that the Hon’ble 

Commission may determine the ceiling levelized tariff for the project subject to the 

ceiling levelized tariff of Rs.4.71/- per unit for the life of the project.  

 
2) In Annexure A- F, copies of relevant letters are enclosed with the submission made by 

M/s Dans Energy Pvt Ltd. 
 

3) Annexure G: Details of actual gross head, head loss and net head vis-à-vis envisaged in 
DPR along with reasons for deviations. 
 

Parameters Envisaged in DPR Actuals 

Gross Head 86m 84m 

Net Head 76m 72m 

Head Loss 10m 12m 

 
During the pre-construction investigation of the project, the river bed in the vicinity of 
the tail race channel was found to be 2m above than that of DPR, thereby reducing the 
gross head by 2m from 86m to 84 m. Further, head loss increased from 10m to 12m since 
during the DPR stage, the head loss was based on theoretical calculations, however 
during the operation, the actual head loss is 2m more than the head loss envisaged in 
DPR.  
 

4) Annexure-H: Head wise / sub-head wise details of project cost envisaged in the DPR and 
actual as on CoD including reasons for deviations 

(in Rs Crores) 

S 
No. 

Particulars 
Estimated Project 
Cost as per DPR 

Financial Closure 
Capital Cost 

Completed 
Capital Cost 

1 Civil & HM Works 269.05 360.00 759.90 

2 
Electro Mechanical Equipment 
& Transmission Lines 

133.19 145.06 222.21 

3 Land 5.55 4.04 4.19 

4 

Preliminary & Preoperative 
Expenses, Environment 
Mitigation, Advanced 
Infrastructure & T&P 

25.89 35.20 110.90 

5 
Interest During Construction, 
etc. 

41.32 78.30 410.32 

6 Contingency  2.50 0.00 
 Total 475.00 625.10 1507.52 

 
The detailed reasons for deviation along with the relevant annexures for justification thereof 
as “Detailed Note on the reasons for the delay and cost overrun of the project with 
annexures” which have already been filed by us with the petition (page no. 1019 to 1666), 
however, the same is again attached herewith as Annexure-N for your ready reference. 

 
5) Annexure-I: Details of IDC claimed 

Power Finance Corporation Ltd. (in Rs Crores) 

S.N. Interest period Closing balance of 
loan as on cut-off 
date of interest 

period 

Amount Total 

from to 

1 30/03/2010 14/04/2010 32.32 0.16 
 

2 15/04/2010 14/07/2010 53.57 1.29 
 

3 15/07/2010 14/10/2010 64.31 1.71 
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S.N. Interest period Closing balance of 
loan as on cut-off 
date of interest 

period 

Amount Total 

from to 

4 15/10/2010 14/01/2011 85.48 2.31 
 

5 15/01/2011 14/04/2011 120.02 3.10 
 

6 15/04/2011 14/07/2011 127.99 3.56 
 

7 15/07/2011 14/10/2011 154.85 4.30 
 

8 15/10/2011 14/01/2012 214.98 5.49 
 

9 15/01/2012 14/04/2012 219.68 6.65 
 

10 15/04/2012 14/07/2012 223.22 7.26 
 

11 15/07/2012 14/10/2012 265.43 7.60 
 

12 15/10/2012 14/01/2013 287.56 9.03 
 

13 15/01/2013 14/04/2013 312.48 9.72 
 

14 15/04/2013 14/07/2013 341.07 10.69 
 

15 15/07/2013 14/10/2013 346.56 11.50 
 

16 15/10/2013 14/01/2014 357.50 11.61 
 

17 15/01/2014 14/04/2014 357.50 12.74 
 

18 15/04/2014 14/07/2014 364.80 14.06 
 

19 15/07/2014 14/10/2014 364.80 12.64 
 

20 15/10/2014 14/01/2015 364.80 12.77 
 

21 15/01/2015 14/04/2015 364.80 12.23 
 

22 15/04/2015 14/07/2015 364.80 11.99 
 

23 15/07/2015 30/09/2015 364.80 11.71 
 

     
184.11 

 
 

 Rural Electrification Corporation Ltd. 
  

S.N. Interest period Closing balance of loan 
as on cut-off date of 

interest period 

Amount Total 

from to 

1 31/03/2010 29/06/2010 53.57 1.20 
 

2 30/06/2010 29/09/2010 64.31 1.74 
 

3 30/09/2010 30/12/2010 85.48 2.23 
 

4 31/12/2010 30/03/2011 120.02 2.94 
 

5 31/03/2011 29/06/2011 127.99 3.58 
 

6 30/06/2011 29/09/2011 154.85 4.23 
 

7 30/09/2011 30/12/2011 161.79 4.86 
 

8 31/12/2011 30/03/2012 164.00 4.99 
 

9 31/03/2012 29/06/2012 170.03 5.14 
 

10 30/06/2012 29/09/2012 170.03 5.68 
 

11 30/09/2012 30/12/2012 200.60 6.15 
 

12 31/12/2012 30/03/2013 217.99 6.58 
 

13 31/03/2013 29/06/2013 261.27 7.76 
 

14 30/06/2013 29/09/2013 265.47 8.91 
 

15 30/09/2013 30/12/2013 273.86 8.96 
 

16 31/12/2013 30/03/2014 273.86 9.44 
 

17 31/03/2014 29/06/2014 324.63 10.03 
 

18 30/06/2014 29/09/2014 338.24 11.71 
 

19 30/09/2014 30/12/2014 349.95 12.07 
 

20 31/12/2014 30/03/2015 362.02 12.03 
 

21 31/03/2015 29/06/2015 362.02 12.35 
 

22 30/06/2015 29/09/2015 362.02 14.07 
 

     
156.65 
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Punjab National Bank 

S.N. Interest period Closing balance of loan 
as on cut-off date of 

interest period 

Amount Total 

from to 

1 10/04/2010 30/04/2010 4.86 0.03 
 

2 01/05/2010 31/05/2010 6.42 0.07 
 

3 01/06/2010 30/06/2010 8.06 0.08 
 

4 01/07/2010 31/07/2010 8.06 0.09 
 

5 01/08/2010 31/08/2010 8.88 0.09 
 

6 01/09/2010 30/09/2010 9.68 0.11 
 

7 01/10/2010 31/10/2010 11.53 0.12 
 

8 01/11/2010 30/11/2010 11.53 0.13 
 

9 01/12/2010 31/12/2010 12.87 0.15 
 

10 01/01/2011 31/01/2011 14.72 0.17 
 

11 01/02/2011 28/02/2011 15.96 0.15 
 

12 01/03/2011 31/03/2011 18.00 0.18 
 

13 01/04/2011 30/04/2011 18.18 0.19 
 

14 01/05/2011 31/05/2011 18.25 0.21 
 

15 01/06/2011 30/06/2011 19.26 0.21 
 

16 01/07/2011 31/07/2011 20.96 0.23 
 

17 01/08/2011 31/08/2011 21.14 0.26 
 

18 01/09/2011 30/09/2011 23.29 0.26 
 

19 01/10/2011 31/10/2011 23.65 0.28 
 

20 01/11/2011 30/11/2011 24.04 0.28 
 

21 01/12/2011 31/12/2011 24.37 0.29 
 

22 01/01/2012 31/01/2012 24.37 0.29 
 

23 01/02/2012 29/02/2012 24.67 0.28 
 

24 01/03/2012 31/03/2012 25.04 0.30 
 

25 01/04/2012 30/04/2012 25.04 0.30 
 

26 01/05/2012 31/05/2012 25.04 0.30 
 

27 01/06/2012 30/06/2012 26.47 0.30 
 

28 01/07/2012 31/07/2012 26.47 0.31 
 

29 01/08/2012 31/08/2012 29.62 0.34 
 

30 01/09/2012 30/09/2012 29.62 0.34 
 

31 01/10/2012 31/10/2012 30.16 0.35 
 

32 01/11/2012 30/11/2012 32.47 0.36 
 

33 01/12/2012 31/12/2012 32.47 0.39 
 

34 01/01/2013 31/01/2013 32.75 0.40 
 

35 01/02/2013 28/02/2013 32.75 0.35 
 

36 01/03/2013 31/03/2013 32.75 0.40 
 

37 01/04/2013 30/04/2013 35.10 0.39 
 

38 01/05/2013 31/05/2013 35.10 0.42 
 

39 01/06/2013 30/06/2013 37.17 0.41 
 

40 01/07/2013 31/07/2013 37.17 0.44 
 

41 01/08/2013 31/08/2013 37.17 0.44 
 

42 01/09/2013 30/09/2013 37.76 0.45 
 

43 01/10/2013 31/10/2013 37.76 0.45 
 

44 01/11/2013 30/11/2013 37.76 0.45 
 

45 01/12/2013 31/12/2013 38.96 0.45 
 

46 01/01/2014 31/01/2014 38.96 0.47 
 

47 01/02/2014 28/02/2014 38.96 0.43 
 

48 01/03/2014 31/03/2014 38.96 0.48 
 

49 01/04/2014 30/04/2014 39.42 0.48 
 

50 01/05/2014 31/05/2014 39.75 0.48 
 

51 01/06/2014 30/06/2014 47.52 0.47 
 

52 01/07/2014 31/07/2014 47.52 0.58 
 

53 01/08/2014 31/08/2014 47.52 0.56 
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S.N. Interest period Closing balance of loan 
as on cut-off date of 

interest period 

Amount Total 

from to 

54 01/09/2014 30/09/2014 48.28 0.56 
 

55 01/10/2014 31/10/2014 48.28 0.56 
 

56 01/11/2014 30/11/2014 49.85 0.58 
 

57 01/12/2014 31/12/2014 49.85 0.58 
 

58 01/01/2015 31/01/2015 50.91 0.60 
 

59 01/02/2015 28/02/2015 50.91 0.55 
 

60 01/03/2015 31/03/2015 50.91 0.62 
 

61 01/04/2015 30/04/2015 51.50 0.60 
 

62 01/05/2015 31/05/2015 51.50 0.62 
 

63 01/06/2015 30/06/2015 51.50 0.60 
 

64 01/07/2015 31/07/2015 51.50 0.62 
 

65 01/08/2015 31/08/2015 51.50 0.63 
 

66 01/09/2015 30/09/2015 51.50 0.61 
 

     
24.18 

 
Indian Renewable Energy Development Agency Ltd. 

S.N. Interest period Closing balance of loan 
as on cut-off date of 

interest period 

Amount Total 

from to 

1 27/06/2014 15/07/2014 71.22 0.56 
 

2 16/07/2014 15/10/2014 78.15 2.51 
 

3 16/10/2014 15/01/2015 92.88 3.10 
 

4 16/01/2015 15/04/2015 102.16 3.34 
 

5 16/04/2015 15/07/2015 108.00 3.54 
 

6 16/07/2015 30/09/2015 108.00 3.12 
 

     
16.16 

Non-Convertible Debentures 

S.N. Interest period Closing balance of loan 
as on cut-off date of 

interest period 

INR in 
Crores 

Total 

from to 

 
26/12/2014 31/03/2015 70.20 1.29 

 

 
01/04/2015 30/09/2015 165.40 9.12 

 

     
10.41           

Total 391.51 

 
6) Annexure-J: Justification for head wise project cost escalation due to inflation/time 

overrun claimed 
The detailed justification for head wise project cost escalation due to inflation/time 
overrun claimed is part of “Detailed Note on the reasons for the delay and cost 
overrun of the project with annexures” which has already been filed by us with the 
petition (page no.1019 to 1666), however, the same is again attached herewith as 
Annexure-N for your ready reference. 
 

7) Annexure-K: Details of annual design discharge at the turbine 
The design discharge of Jorethang Loop HEP at rated output of 96 MW is 154 cumec. 
The design discharge available to turbine will depend on the inflow in the river. 
Generally the full design discharge is available to turbine during monsoon season. 
 

8) Annexure-L: Details of project cost of comparable hydro projects as admitted by 
Hon'ble CERC/HERC's. 
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S 
No. 

Project 
Name 

Installed 
Capacity 

Capacity 
(MW) 

Project 
Cost 

(Crores) 

Per MW 
Project 

Cost 

Order 
Reference 

Order Link  

1 
Teesta Low 

Dam-III-
West Bengal 

132 MW 
(4x33 MW) 

132 2060.6 15.6 

CERC order 
dated 22nd 
January 2015 
, Petition No. 
15/GT/2013.  

http://cercind.
gov.in/2015/or
ders/SO115.pd
f 

2 
PARE HEP- 
Arunachal 
Pradesh 

110 MW 
(2x55 MW) 

110 1686.2 15.3 

CERC order 
dated 28th 
January 2020, 
Petition 
No.149/GT/2
018 

http://www.ce
rcind.gov.in/20
20/orders/149-
GT-2018.pdf  

3 
Dhulasti 
HEP-J&K 

390 MW 
(3x130MW) 

390 5127.5 13.1 

CERC order 
dated 30th 
November 
2009,Petition 
No.72/2009 

http://www.ce
rcind.gov.in/20
09/November0
9/Signed-
order-Petition-
No-72-
2009.pdf  

4 
Nimoo 

Bazgo HEP-
J&K 

45 MW 
(3x15MW) 

45 978.4 21.7 

CERC order 
dated 13th 
October  
2015, Petition 
No. 
89/GT/2013 

http://www.ce
rcind.gov.in/20
15/orders/SO8
9N.pdf  

5 
Kishanganga 

HEP-J&K 
330 MW 

(3x110MW) 
330 5841.0 17.7 

CERC order 
dated 28th 
October  
2019, Petition 
No.43/GT/20
18 

http://www.ce
rcind.gov.in/20
19/orders/43-
GT-2018.pdf  

6 
Doyang HEP- 

Nagaland 
75 MW 

(3x25MW) 
75 758.8 10.1 

CERC order 
dated 24th 
December 
2012, Petition 
No. 63/2010 

http://www.ce
rcind.gov.in/20
12/orders/sign
ed%20order%2
0in%20Petition
%20No.63-
2010.pdf  

7 
Teesta-III 

HEP-Sikkim 
1200 MW 

(6x200 MW) 
1200 13799.6 11.5 

CERC order 
dated 9th 
January 2020 
, Petition No. 
249/GT/2016 

http://www.ce
rcind.gov.in/20
20/orders/249-
GT-2016.pdf  

8 
New Umtru 

HEP-
Meghalaya 

40 MW 
(2x20 MW) 

40 604.0 15.1 

MSERC order 
dated 
25.03.2020, 
Petition No. 
01/2020 

http://mserc.g
ov.in/orders/2
020-
21/NUHEP_20
20-21.pdf  

9 Tuirial HEP 
60 MW 

(2x30 MW) 
60 1431.9 23.9 

CERC order 
dated 
09.10.2018, 
Petition No. 
15/GT/2018 

http://www.ce
rcind.gov.in/20
18/orders/15O
.pdf  

 
 

9) Annexure-M: Details of generator and turbine efficiency of the project 
Generator Efficiency:- 
 
 

http://cercind.gov.in/2015/orders/SO115.pdf
http://cercind.gov.in/2015/orders/SO115.pdf
http://cercind.gov.in/2015/orders/SO115.pdf
http://cercind.gov.in/2015/orders/SO115.pdf
http://www.cercind.gov.in/2020/orders/149-GT-2018.pdf
http://www.cercind.gov.in/2020/orders/149-GT-2018.pdf
http://www.cercind.gov.in/2020/orders/149-GT-2018.pdf
http://www.cercind.gov.in/2020/orders/149-GT-2018.pdf
http://www.cercind.gov.in/2009/November09/Signed-order-Petition-No-72-2009.pdf
http://www.cercind.gov.in/2009/November09/Signed-order-Petition-No-72-2009.pdf
http://www.cercind.gov.in/2009/November09/Signed-order-Petition-No-72-2009.pdf
http://www.cercind.gov.in/2009/November09/Signed-order-Petition-No-72-2009.pdf
http://www.cercind.gov.in/2009/November09/Signed-order-Petition-No-72-2009.pdf
http://www.cercind.gov.in/2009/November09/Signed-order-Petition-No-72-2009.pdf
http://www.cercind.gov.in/2009/November09/Signed-order-Petition-No-72-2009.pdf
http://www.cercind.gov.in/2015/orders/SO89N.pdf
http://www.cercind.gov.in/2015/orders/SO89N.pdf
http://www.cercind.gov.in/2015/orders/SO89N.pdf
http://www.cercind.gov.in/2015/orders/SO89N.pdf
http://www.cercind.gov.in/2019/orders/43-GT-2018.pdf
http://www.cercind.gov.in/2019/orders/43-GT-2018.pdf
http://www.cercind.gov.in/2019/orders/43-GT-2018.pdf
http://www.cercind.gov.in/2019/orders/43-GT-2018.pdf
http://www.cercind.gov.in/2012/orders/signed%20order%20in%20Petition%20No.63-2010.pdf
http://www.cercind.gov.in/2012/orders/signed%20order%20in%20Petition%20No.63-2010.pdf
http://www.cercind.gov.in/2012/orders/signed%20order%20in%20Petition%20No.63-2010.pdf
http://www.cercind.gov.in/2012/orders/signed%20order%20in%20Petition%20No.63-2010.pdf
http://www.cercind.gov.in/2012/orders/signed%20order%20in%20Petition%20No.63-2010.pdf
http://www.cercind.gov.in/2012/orders/signed%20order%20in%20Petition%20No.63-2010.pdf
http://www.cercind.gov.in/2012/orders/signed%20order%20in%20Petition%20No.63-2010.pdf
http://www.cercind.gov.in/2020/orders/249-GT-2016.pdf
http://www.cercind.gov.in/2020/orders/249-GT-2016.pdf
http://www.cercind.gov.in/2020/orders/249-GT-2016.pdf
http://www.cercind.gov.in/2020/orders/249-GT-2016.pdf
http://mserc.gov.in/orders/2020-21/NUHEP_2020-21.pdf
http://mserc.gov.in/orders/2020-21/NUHEP_2020-21.pdf
http://mserc.gov.in/orders/2020-21/NUHEP_2020-21.pdf
http://mserc.gov.in/orders/2020-21/NUHEP_2020-21.pdf
http://mserc.gov.in/orders/2020-21/NUHEP_2020-21.pdf
http://www.cercind.gov.in/2018/orders/15O.pdf
http://www.cercind.gov.in/2018/orders/15O.pdf
http://www.cercind.gov.in/2018/orders/15O.pdf
http://www.cercind.gov.in/2018/orders/15O.pdf


 

35 | P a g e  
 

S No. Parameter Percentage 
Efficiency 

1. At 110% continuous rated output (MVA) 98.51% 

2. At 100% continuous rated output (MVA) 98.50% 

3. At 70% continuous rated output (MVA) 98.34% 

4. At 50% continuous rated output (MVA) 98.00% 

5. At weighted average efficiency (according to the 
particular technical specification) 

98.42% 

 
Turbine Efficiency:- 
 
The turbine efficiency at rated Net head of 74.77m and rated power 48.75 

MW (to match generator output of 48 MW) 
95%. 

 

 
10) In Annexure N, part of information provided under serial no 2 of index and in 

Annexure O- copy of public notice issued on 16.10.2020 provided by the generator. 
 

  
6. Rejoinder on behalf of the petitioner (M/s Dans Energy Pvt Ltd) to the reply filed by the 

respondent, Haryana Power Purchase Centre (HPPC) dated 29.10.2020: 
 

1) The present petition has been filed by the petitioner seeking determination of tariff 

under Section 62 read with other applicable provisions of the Electricity Act, 2003 for 

supply of electricity by Petitioner from its 96 MW +10% overload capacity generating 

station at Jorethang in the State of Sikkim. 

 

2) The petition was filed on 22.06.2018 and was pending before the Hon’ble Commission 

pending the execution of the PPA by the Respondent. The PPA was signed on 06.10.2020 

and the reply was filed by the Respondent on 15.10.2020. 

 

3) The present rejoinder is being filed by the petitioner to the reply filed by the 

respondent, HPPC. At the outset, it is stated that the contentions sought to be raised by 

the respondent are erroneous, wrong and denied. Since the reply has been filed by the 

respondents on specific issues, the Petitioner crave leave to file present rejoinder on 

issues raised and not para wise. Save as otherwise expressly admitted in the present 

rejoinder, the contentions of the respondent are wrong and are denied.  

 

RE: APPLICABILITY OF TARIFF AFTER 25 YEARS  

 

4) The contentions of the Respondent in para nos. 23, 24 & 25 of the reply of the 

Respondent are not correct.  It is submitted that the power procurement was initially 

envisaged by the Respondent to be procured for 25 years. In this regard, in the 

proceedings before this Hon’ble Commission seeking approval of the power purchase, 

both the petitioner as well as the respondent had sought for approval for 25 years. A 

sequence of events in this regard is as under: (reference in this regard may be made to 

page nos. 1-5 of the additional affidavit filed by the petitioner on 19/10/2020. 

 



 

36 | P a g e  
 

(a) The Petitioner vide its letters dated 29/10/2016, 13/12/2016 & 26/12/2016 to HPPC 

offered for supply of power from its 96 MW Jorethang Loop Hydro Electric Power 

Project (“Project”) at a levellised tariff of Rs. 4.75/kWh during the period from May 

to October for 25 years.  

 

(b) Thereafter, HPPC filed Petition No. HERC/PRO-26 of 2017 for approval of power 

purchase from the Petitioner’s Project at a ceiling levellised tariff of Rs. 4.75/kWh 

during the period from May to October for 25 years. In the petition it was also 

stated that in the 39th meeting of Steering Committee of Power Planning (“SCPP”) 

held on 11/11/2016, it was decided that the power purchase proposal from the 

Petitioner’s Project for the duration of 25 years from May to October at a ceiling 

levellised tariff of Rs. 4.75/kWh was accepted for onward submission to Hon’ble 

HERC.  

(c) The Hon’ble Commission, vide interim order dated 04/09/2017 directed HPPC to 

consider procurement of hydro power throughout the year and not only for the 

period from May to October of each year.  

(d) Pursuant to the above, the Petitioner vide its letter dated 23/09/2017 to HPPC gave 

its consent to supply power from the project for 25 years throughout the year at a 

levellised tariff of Rs 4.71/kWh.  

(e) The Hon’ble Commission vide its interim order dated 25/09/2017 directed HPPC to 

provide its decision regarding procurement of hydro power throughout the year or 

for six months as prayed for in the petition.  

(f) HPPC vide its final submission, in concurrence with SCPP, to the Hon’ble Commission 

stated that the power may be considered to be purchased for whole of the year for 

25 years and in which case revised rates of Rs. 4.71/- per unit may be considered as 

ceiling levellised tariff. Please refer page 25-26 of Hon’ble HERC’s order dated 

13/11/2017.  

(g) While approving the power purchase for the Petitioner’s Project vide order dated 

13/11/2017, Hon’ble Commission had increased duration of the power purchase 

from 25 years to 35 years. However, ceiling tariff of Rs.4.71/- was at that stage 

granted for 25 years and variable cost was provided for balance 10 years. In this 

regard, it is submitted that ceiling tariff in other three cases (i.e., 97 MW Tashiding 

HEP, 110 MW Chuzachen HEP and 36 MW Chanju HEP) was granted by the Hon’ble 

Commission for the entire period of 35 years. It is also submitted that in case of 110 

MW Chuzachen HEP, Hon’ble Commission has approved higher ceiling tariff of 

Rs.4.69/- per unit for 35 years as against the offer of ceiling tariff of Rs.4.60/- per 

unit for 25 years.  

(h) Since at that stage there was no deliberation on the applicability of tariff after 25 

years before the Hon’ble Commission and there was no noting also in the order to 

that effect, and also coupled with the fact that there are as such no fuel charges for 

a hydro power project, we submitted that the same may have been provided for 

inadvertently in the order. It is therefore requested that at the time of 

determination of tariff for our project, kindly consider ceiling tariff for entire 35 

years instead of ceiling tariff for 25 years and variable cost for balance 10 years 

similar to the other three hydro power projects approved by the Hon’ble 

Commission. 
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(i) Subsequent to the order dated 13/11/2017 of Hon’ble Commission, the Petitioner 

vide its letter dated 11/12/2017  requested Hon’ble Commission for clarification on 

the limited issue of tariff that is applicable for the period after 25 years stating that 

in another similar project, ceiling tariff has been provided for entire 35 years and 

that there are no fuel charges for hydro power projects. 

(j) Meanwhile, HPPC started the process of signing of initialed draft PPA and in that 

connection, vide its letter dated 16/01/2018  called for a meeting along with asking 

for submission of certain information. The Petitioner vide its e-mail dated 

24.01.2018  requested to hold the meeting on 30/01/2018. Accordingly, a meeting 

was held in HPPC’s office on 30/01/2018 which was attended to by senior officials of 

HPPC and the Petitioner. In the meeting, the issue of applicability of tariff after 25 

years was discussed and the Petitioner stated that it has already written to Hon’ble 

Commission vide its letter dated 11/12/2017 for clarification. HPPC asked the 

Petitioner to forward copy of the letter which was done by the Petitioner vide its e-

mail dated 31/01/2018. Thereafter, a draft PPA was received from HPPC vide e-mail 

dated 22/03/2018 and as per the draft PPA (clause 9.1.2), ceiling tariff of Rs 

4.71/kWh was incorporated for entire 35 years. Since, draft PPA received from HPPC 

contained ceiling tariff for entire 35 years, the Petitioner considered the issue as 

settled. The draft PPA was initialed on 07/05/2018 and submitted by HPPC with 

Hon’ble Commission on 08/05/2018. Vide memo dated 18/02/2019, HPPC 

submitted certain amendments to the initialed draft PPA for approval of Hon’ble 

Commission. No amendments to clause 9.1.2 were proposed by HPPC. 

Subsequently, the initialed draft PPA got approval of Hon’ble Commission vide its 

order dated 08/03/2019 with certain amendments. However, no amendment was 

made for clause 9.1.2 and the clause in the PPA for the tariff to be for the entire 35 

years was approved by the Hon’ble Commission. 

(k) Subsequently, HPPC challenged the order of the Hon’ble Commission dated 

08/03/2019 before Hon’ble Tribunal on 01/08/2019 wherein only challenge by HPPC 

was for deletion of ‘exit clause’ in the PPA by Hon’ble Commission and no dispute 

was raised for any other clause of the PPA. Thereafter, Hon’ble Tribunal vide its 

order dated 29/07/2020 held that deletion of exit clause in the order dated 

08/03/2019 by Hon’ble Commission is bad in law and thus is wrong and directed the 

Hon’ble Commission to pass fresh order in light of the observations made by Hon’ble 

Tribunal qua exit clause. Hon’ble Tribunal gave its judgement limited to exit clause 

only. Thereafter, Hon’ble Commission vide its order dated 11/09/2020 approved the 

PPA by reinstating the exit clause as per the directions of Hon’ble Tribunal. However, 

while signing final PPA on 06/10/2020, HPPC modified the clause 9.1.2 of the 

initialed approved PPA and stated that ceiling tariff shall apply 25 years and variable 

cost shall apply for balance 10 years. The same is against the initialed approved PPA. 

(l) The PPA has already been approved by the Hon’ble Commission and modified by the 

Hon’ble Tribunal limited to the extent of the exit clause. 

(m) In the circumstances mentioned above, it is respectfully submitted that the Hon’ble 

Commission ought to consider the ceiling tariff for entire 35 years instead of ceiling 

tariff for 25 years and variable cost for balance 10 years similar to the other three 

hydro power projects approved by the Hon’ble Commission. 

(n) It is also relevant to mention that the determination of tariff for the full 35 years 

would not prejudice HPPC, but only spread the recovery of fixed charges over the 
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full life of 35 years. In case the tariff is to be determined for 25 years with fixed 

charges and only for variable charges for balance 10 years, the full fixed charges 

would be recoverable over 25 years. As against the above, the tariff as determined 

in terms of the approved PPA would result in the recovery of the fixed charges being 

spread over 35 years. 

(o) In the circumstances, it is respectfully submitted that the tariff ought to be 

determined for 35 years in terms of the approved PPA by the Hon’ble Commission.  

 

RE: PRELIMINARY SUBMISSIONS, INCREASE IN CAPITAL COST AND CAPITAL COST CEILING 

 

5) It is stated that the contentions of the respondent in para 4 - 5 on the increase in capital 

cost as against the original DPR, the dispute on the reasons for the alleged delay and 

increase in cost and the ceiling capital cost, as stated are not correct. It is pertinent to 

mention that the documents relied on by the petitioner are already part of record vide 

the additional affidavit filed by the petitioner on 19/10/2020 and that petitioner crave 

leave to refer to the same at the time of hearing. In this regard, the following is 

submitted: (reference in this regard may be made to page nos. 5-10 of the additional 

affidavit filed by the petitioner on 19/10/2020.  

(a) The Petitioner vide its letters dated 29/10/2016, 13/12/2016 & 26/12/2016 to HPPC 

offered for supply of power from project of the Petitioner at a levellised tariff of Rs. 

4.75/- kWh during the period from May to October for 25 years.  

(b) Thereafter, HPPC filed petition on 23/02/2017 before the Hon’ble Commission 

(being petition no. HERC/PRO-26 of 2017) for approval of power purchase from the 

Petitioner’s Project at a ceiling levellised tariff of Rs. 4.75/kWh during the period 

from May to October for 25 years. In the petition it also stated that in the 39th 

meeting of Steering Committee of Power Planning (“SCPP”) held on 11/11/2016, it 

was decided that the power purchase proposal from the Petitioner’s Project for 25 

years from May to October at a ceiling levellised tariff of Rs. 4.75/kWh was accepted 

for onward submission to Hon’ble HERC.  

(c) In the said petition, HPPC submitted tariff calculation sheet vide Annexure XXV & 

XXVI (page nos. 207-210) before the Hon’ble Commission. It is submitted that the 

said tariff calculations submitted by HPPC were as per CERC (Terms and Conditions 

of Tariff) Regulations, 2014.  

 

(d) Thereafter, proceedings before the Hon’ble Commission commenced and 

subsequent to the proceedings before the Hon’ble Commission on 02/06/2017 on 

HPPC’s above stated Petition No. HERC/PRO-26 of 2017, the Petitioner submitted its 

affidavit dated 07/06/2017 in the same Petition No. HERC/PRO-26 of 2017 wherein 

it agreed for ceiling capital cost of Rs 1000.67 crores for the purpose of 

determination of tariff by Hon’ble Commission while mentioning that the Petitioner 

is agreeable for a levellised tariff of Rs 4.75/kWh. 

(e) It is submitted that at the time of filing the said affidavit dated 07/06/2017 before 

the Hon’ble Commission in the same Petition No. HERC/PRO-26 of 2017, based on 

the previous submission of HPPC before Hon’ble Commission as stated above, the 

Petitioner considered and proceeded on the basis that the determination of tariff for 

its project by Hon’ble Commission shall be made as per CERC (Terms and Conditions 
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of Tariff) Regulations, 2014. This was also based on the tariff sheets as provided for 

by HPPC before the Hon’ble Commission. 

(f) It is submitted that in view of the Petitioner’s above stated affidavit dated 

07.06.2017, the Hon’ble Commission while approving the power purchase vide its 

order dated 13/11/2017 observed as under: (para no. 31) 

The Commission has considered the issue of time and cost overrun of the present 

project and observes that the IPP, in its petition, has voluntarily offered to 

forego Rs. 506.85 Crore cost overrun mostly related increase in IDC & pre-

operative expenses due to delay in achieving CoD. The Commission shall, 

however, while determining tariff shall look at the entire project cost de novo 

and after due diligence / prudence check arrive at a reasonable and justifiable 

project cost including capital structure that could be considered for the purpose 

of tariff determination in the present case. 

(emphasis supplied) 

(g) The above provision stands duly incorporated in the initialled draft PPA and final 

signed PPA too. 

(h) However, while signing the PPA, HPPC mentioned that tariff is to be determined by 

Hon’ble Commission as per provisions of HERC Tariff Regulations, even though the 

submissions made at the stage of approval of the power procurement was based on 

the CERC Tariff Regulations. 

(i) It is stated that the Petitioner is committed to the ceiling levellised tariff of Rs. 4.71/- 

per kwh as agreed to between the parties. However, the ceiling capital cost of Rs. 

1000.67 crores was agreed, based on the petition and submissions of HPPC of 

applicability of the CERC Tariff Regulations.  

(j) It is submitted that there is huge reduction in the tariff as per HERC Tariff 

Regulations as compared to CERC tariff regulations. The viability of the project was 

considered based on the CERC Tariff Regulations and subject to that the ceiling 

capital cost of Rs 1000.67 crores was agreed to. 

(k) The said ceiling capital cost of Rs. 1000.67 crores however cannot be applied in case 

the Regulations of the Hon’ble Commission are to be applied, as the same was not 

agreed to by the Petitioner at the time of agreeing to ceiling capital cost before this 

Hon’ble Commission.  

(l) It is reiterated that the Petitioner does not dispute the ceiling levellised tariff of Rs. 

4.71 per unit which was agreed to between the parties. However, it is only the 

ceiling capital cost of Rs. 1000.67 crores which was agreed to based on the CERC 

Tariff Regulations applicability, which cannot be applied in case the tariff is to be 

determined based on the Regulations of the Hon’ble Commission. In such case, the 

entire project cost of Rs. 1507.52 crores needs to be considered and the tariff ought 

to be determined, subject to the ceiling levellised tariff of Rs. 4.71/- per kwh. 

(m) While, it is the contention of the Petitioner that the tariff has to be determined in 

terms of the Regulations of the CERC, the same is being disputed by the Respondent 

who has sought for the applicability of the HERC Regulations.  

(n) Without prejudice to the contention of the Petitioner on the applicability of the 

CERC Tariff Regulations, in case the tariff is being determined in accordance with the 

HERC Tariff Regulations, the project cost of Rs. 1507.52 crores need to be 

considered and the tariff ought to be determined, subject to the ceiling levelised 
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tariff of Rs. 4.71/- per unit. This in fact has already been provided for by the Hon’ble 

Commission in the order dated 13/11/2017 as under: 

The Commission shall, however, while determining tariff shall look at the entire 

project cost de.novo and after due diligence / prudence check arrive at a reasonable 

and justifiable project cost including capital structure that could be considered for 

the purpose of tariff determination in the present case. 

The above provision also stands duly incorporated in Clause 9.1.4 of the PPA. 

(o) The tariff petition filed is also based on entire project cost as per above direction of 

the Hon’ble Commission. The Hon’ble Commission may consider the above. 

(p) In the light of the above, the contention of the Respondent on the issue of ceiling 

capital cost de-hors the issue of applicability of Tariff Regulations is erroneous, 

wrong and is denied. 

 

ALLEGED DELAY IN THE COMMISSIONING OF THE PROJECT 

 

RE: ALLEGED DELAY IN GETTING STATUTORY CLEARANCES & APPROVALS, LAND 

ACQUISITION ETC. 

 

6) The contentions of the Respondent in para nos. 4, 5, 6 & 7 of the reply of the 

Respondent are not correct. It is stated that the contentions sought to be raised by the 

Respondent on the alleged delay of the Petitioner in getting statutory clearances and 

approvals & acquisition of land etc. is wrong and denied. It is stated that the estimates 

of time to be taken as provided for in the DPR are only estimates, as it is impossible for 

any accurate prediction of the time taken, which can then be said to bind the parties. 

The Petitioner in this regard has provided the detailed factual position and the sequence 

of events that led to the alleged delay in the grant of the statutory clearances & 

approvals for the project, acquisition of land etc., which were clearly beyond the control 

of the Petitioner [reference in this regard is being made to page nos. 3 & 1019 of the 

tariff petition]. It is wrong and denied that the Petitioner has not substantiated the 

reasons for the alleged delay of  11 months (between May, 2008 and start of 

construction/achievement of financial closure in Feb./March, 2010) in getting the 

statutory clearances & approvals, acquisition of land etc. as against the time envisaged 

originally in the DPR.  

 

7) The Respondent has stated that since the alleged delay of 11 months has not been 

substantiated by the petitioner in its tariff petition, therefore it is presumed that there is 

no justified reason for the said alleged delay, which is denied. It is submitted that alleged 

delay in getting the statutory approvals and clearances for the project than what was 

envisaged at the time of preparation of DPR cannot be attributed to the petitioner. In 

this regard, it is submitted that the statutory approvals and clearances are issued by the 

concerned state and central government authority after complying with various 

statutory processes and formalities. The petitioner is not in control of the processes and 

formalities of such government authority. The alleged delay in getting statutory 

approvals & clearances, land acquisition etc. are beyond the control of the petitioner. 
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8) It is submitted that Govt. of India gave approval for diversion of forest land vide its letter 

dated 02/05/2008 which was conveyed by Dept. of Forest to Petitioner vide letter dated 

12/05/2008 for diversion of forest land of 32.056 Ha [25.7406 Ha (south Sikkim) & 

6.3154 Ha (west Sikkim)]. SPDCL vide its letter dated 09/05/2008 forwarded Form-A to 

District Collector, West Sikkim for acquisition of land of 6.31 Ha in West Sikkim. Out of 

total approval of 25.7406 Ha in south Sikkim, Dept. of Forest vide its letter dated 

11/06/2008 handed over 22.5606 Ha of forest land pertaining to south Sikkim for 

construction of project and balance land of 3.18 Ha was pending to be handed over by 

the Department (copy of letter dated 11/06/2008 is attached herewith and marked as 

Annexure P-1). 

 

9) Subsequent to the above, Dept. of Forest vide its letter dated 23/07/2008 wrote to the 

Chief Conservator Officer (Central) and stated that the consequent to the approval of 

forest land, the department in South Sikkim has handed over 22.5606 Ha of forest land 

to the Petitioner on 11/06/2008 and balance 3.18 Ha is pending to handover since, the 

forest land was submerged into the Rangit river. Further, the department placed on 

record the documents pertaining to alternate forest land of equal area near to the 

submerged land (copy of letter dated 23/07/2008 is attached herewith and marked as 

Annexure P-2). 

 

10) The Petitioner vide its letter dated 12/09/2008 to SPDCL stated that the part of forest 

land of South Sikkim was handed over to the company but still the balance land of South 

& West Sikkim is pending to handover by the Forest Dept. and requested to take up the 

matter with District Collector on urgent basis (copy of letter dated 12/09/2008 is 

attached herewith and marked as Annexure P-3). 

 

11) The approval for alternate forest land of 3.18 Ha which was submerged in the Rangit 

river was conveyed by MoEF to the concerned department of GoS vide its letter dated 

29/10/2008 (copy of letter dated 29/10/2008 is attached herewith and marked as 

Annexure P-4). Accordingly, the same was handed over to the Petitioner by concerned 

department of GoS as per its letter dated 07.12.2008 (copy of letter dated 07/12/2008 is 

attached herewith and marked as Annexure P-5). 

 

12) After achieving significant progress in getting statutory clearances & approvals and land 

acquisition, the Company started the process of arrangement of debt funding for the 

project. The financial sanction of lead lender (PFC) was arranged in April, 2009 after 

complying with various pre-sanction formalities of lenders including detailed appraisal of 

the project which also included visit of the site by the lenders. After arranging financial 

sanction of lead lender, the process of arranging financial sanctions from other lenders 

(REC & PNB) were taken up. The financial sanctions of other lenders was completed by 

September, 2009.    

 

13) SPDCL vide letter dated 20/03/2009 to District Collector requested to make necessary 

arrangement for acquisition of the additional 1.042 Ha of land for the Petitioner’s 

project (copy of letter dated 20/03/2009 is attached herewith and marked as Annexure 

P-6). SPDCL vide its letter dated 12/06/2009 requested the Petitioner to release the 

payment in respect of compensation towards acquisition of additional 1.042 Ha of land 
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to be paid to land owner and the same was paid by the Petitioner on 22/06/2009 (copy 

of letter dated 12/06/2009 & payment receipt are attached herewith and marked as 

Annexure P-7 & Annexure P-8). SPDCL signed lease agreement with the private land 

owner which was further signed back to back lease agreement with the Petitioner on 

31/10/2009 (copy of lease deed dated 31/10/2009 is attached herewith and marked as 

Annexure P-9). 

 

14) SPDCL vide its letter dated 03/11/2009 to the Petitioner stating that the lease deed has 

been signed between SPDCL and the land owner and subsequently back to back lease 

deed was signed between SPDCL and the Petitioner and requested the Petitioner to pay 

the service charge towards the lease amount to SPDCL (copy of letter dated 03/11/2009 

is attached herewith and marked as Annexure P-10). Also, SPDCL wrote similar letter on 

03/11/2009 to District Collector stating that the lease deeds has been signed and 

requested the concerned to register both the lease deed (copy of letter dated 

03/11/2009 is attached herewith and marked as Annexure P-11). Subsequently, the 

lease deeds were registered on 24/11/2009 (copy of registration of lease deed dated 

24/11/2009 is attached herewith and marked as Annexure P-12). In respect of 

acquisition/handing over of land, it is submitted that as per clause 3.3 of the 

Implementation Agreement dated 05.12.2005 responsibility of acquisition was with 

Government of Sikkim. It is submitted that the acquisition of land for the project for 

which the responsibility was with GOS as per the implementation agreement cannot be 

attributed to the Company.    

 

15) As per terms of the financial sanctions (copy of financial sanctions are already attached 

to the Petition), lenders appointed various agencies like lenders independent engineer, 

lenders legal counsel, lenders financial advisor etc. to conduct technical, legal and 

financial due diligence of the project. Those agencies carried out due diligence of the 

project on behalf of the lenders which required them to visit site, review of various 

project documents, statutory records and registers of the Company. After completion of 

due diligence by these agencies to the satisfaction of lenders, the financing & security 

documents were prepared by lenders legal counsel & circulated to the Petitioner. 

Thereafter, after complying with various pre-commitment conditions as per terms of 

financial sanctions of the lenders, the company executed rupee term loan documents 

with its lenders PFC, REC and PNB on 04/03/2010.  Subsequently, security documents 

were executed by the company with lenders on 22.03.2010. After compliance of pre-

disbursement conditions as per terms of financial sanctions (which include getting all 

statutory clearances & approvals, acquisition of land etc.), the lead lender made its first 

disbursement of loan to the project on 30/03/2010 resulting in achievement of financial 

closure for the project in March, 2010. As such, the financial closure estimated capital 

cost of the project was Rs.625 Crores considering SCOD of 30.06.2012. The DPR of the 

project was prepared at an estimated capital cost of Rs.475 Crores at Sept 2005 price 

level. However, during financial sanctions by the lenders in 2009, lenders assessed the 

estimated project cost at Rs.625 Crores based on actual award of work at price level of 

2008 except for transmission line works for which scheme was not finalised & an 

estimated cost of Rs.10 Crore was considered. Thus, the said time and cost overrun vis-

à-vis DPR cost & timeline were due to force majeure reasons which were beyond the 

control of the Company.      



 

43 | P a g e  
 

On the other hand, the reply by the Respondent is vague and does not point out any 

particular defect or insufficiency. Merely because the actual time taken is more than 

what was estimated in the DPR is no reason to deny the cost and time overrun, when 

the tariff determination is on a cost-plus basis. Moreover, the increase in capital cost of 

the Project was due to force majeure reasons which were beyond the control of the 

petitioner.  

 

16) The Respondent in its reply has contested only on the alleged delay between May, 2008 

and Feb./March, 2010 (start of construction/achievement of financial closure) which has 

been explained hereinabove. It denotes that the Respondent has nothing to say on the 

period upto May, 2008 and the same has been accepted by the Respondent. Without 

prejudice to the same, we enclose herewith a Note on time upto May, 2008 in regard to 

issuance of statutory clearances and approvals, land acquisition etc. vide Annexure – P 

13. 

 

17) It is stated that the estimates of time to be taken as provided for in the DPR are only 

estimates, as it is impossible for any accurate prediction of the time taken, which can 

then be said to bind the parties. There is no allegation of the Respondent on the time 

taken on individual clearances and approvals, land acquisition etc. which are clearly 

beyond the control of the Petitioner. The only allegation is on the comparison with the 

estimate of the time taken, which cannot be the basis for disallowing the legitimate cost 

& time overrun of the Petitioner. 

 

18) It is also submitted that the Petitioner submitted its request vide letter dated 

05/07/2016 for approval of the project cost stating that despite of various force majeure 

issues faced during the construction of the project including unexpected geological 

issues faced in the HRT during excavation as well as lining stage, impact of earthquake 

etc. which were beyond the control of the company, the project achieved CoD on 

30/09/2015. Subsequently, GoS gave its clearance for the revised cost of the project vide 

its letter dated 12/07/2016 (copy of letters dated 05/07/2016 & 12/07/2016 are 

attached herewith and marked as Annexure P-14). Thus, the time and cost overrun of 

the project vis-à-vis DPR approved project cost and timeline were due to various force 

majeure reasons which were beyond the control of the Company.  

 

RE: ALLEGED DELAY IN COMPLETING CONSTRUCTION OF THE PROJECT  

 

19) It is submitted that the Respondent under this heading in para nos. 7 & 8 has not made 

any objections but only vague allegations. It is submitted that the Petitioner has 

substantiated the said time overrun and has given the break-up for the same along with 

relevant supporting documents as evaluated by the lenders independent engineer and 

subsequently approved by the lenders  (in this regard reference may be made to page 

nos. 1059-1064, 1073, 1476 – 1507 of the Petition). It is further submitted that the 

reasons for the time overrun of the project in completing construction of the project are 

due to various force majeure reasons which were beyond the control of the Company 

and can not be attributed to the Company. The contentions and averments of the 

Respondent to the contrary are wrong and are denied. 
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20) It is also submitted that the Petitioner submitted its request vide letter dated 

05/07/2016 for approval of the project cost stating that despite of various force majeure 

issued faced during the construction of the project including unexpected geological 

issues faced in the HRT during excavation as well as lining stage, impact of earthquake 

etc. which were beyond the control of the Company, the project achieved CoD on 

30/09/2015. Subsequently, GoS gave its clearance for the revised cost of the project vide 

its letter dated 12/07/2016 (copy of letters dated 05/07/2016 & 12/07/2016 are 

attached herewith and marked as Annexure P-14). Thus, the time overrun of the project 

vis-à-vis scheduled timeline of the project as per financial closure (CoD of 30.06.2012) 

were due to force majeure reasons which were beyond the control of the Company.  

 

RE: INCREASE IN HARD COST DUE TO GEOLOGICAL REASONS  

21) The contentions of the respondent in para no. 9 & 10 in this regard are wrong and 

denied save as except for what forms part of record. The contention of the Respondent 

pointing towards alleged mismanagement of the work by the Petitioner is wrong and 

denied. It is submitted that the respondent has failed to substantiate its averments with 

any factual rebuttals but has proceeded to make only vague allegations. It is submitted 

that the petitioner has already provided a detailed note on the reasons/breakup of the 

increase in hard cost due to geological reasons along with the petition as evaluated by 

the lender’ independent engineer and subsequently approved by the lenders (reference 

in this regard may be made to page nos. 1023 – 1031, 1065, 1074 - 1128 of the tariff 

petition). The contents of the same are reiterated but are not repeated herein for the 

sake of brevity. The contentions of the respondent to the contrary are wrong and 

denied.  

 

RE: INCREASE IN HARD COST DUE TO DESIGN AND SCOPE CHANGES: 

 

22) The contentions of the respondent in para no. 11 & 12 in this regard are wrong and 

denied save as except for what forms part of record. It is submitted that the respondent 

has failed to substantiate its averments with any factual rebuttals but has proceeded to 

make only vague allegations. The entire premise of the respondents contentions is 

surmised on the basis of vague allegations that the DPR was a poor DPR, and has not 

substantiated the same. It is submitted that the petitioner has already provided a 

detailed note on the reasons/breakup of the increase in hard cost along with the 

petition as evaluated by the lender’ independent engineer and subsequently approved 

by the lenders (reference in this regard may be made to page nos. 1032 – 1045, 1066, 

1129 - 1238 of the tariff petition). The contents of the same are reiterated but are not 

repeated herein for the sake of brevity. The contentions of the respondent to the 

contrary are wrong and denied. 

 

RE: INCREASE IN COST DUE TO GIS BAY AND PGCIL CONSULTANCY 

 

23) The contentions of the respondent in para no. 13 – 16 in this regard are wrong and 

denied save as except for what forms part of record. It is denied that the petitioner has 

withheld any fact from the Hon’ble Commission. It is submitted that the respondent has 

failed to substantiate its averments with any factual rebuttals but has proceeded to 
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make only vague allegations. It is submitted that the petitioner has already provided a 

detailed note on the reasons/breakup of the increase in hard cost along with the 

petition as evaluated by the lender’ independent engineer and subsequently approved 

by the lenders (reference in this regard may be made to page nos. 1044 – 1045, 1066, 

1221 - 1226 of the tariff petition). It is submitted that the petitioner, to substantiate the 

costs and the break up, has already provided the extract of report as compiled by the 

lender’s independent engineer who had been appointed by the lenders de hors the 

involvement of the petitioner in any manner. The contents of the same are reiterated 

but are not repeated herein for the sake of brevity. The contentions of the respondent 

to the contrary are wrong and denied.  

 

24) It is submitted that the respondent has brought on record minutes of 17th Standing 

Committee meeting held on 25.05.2015 which record is 26 months after the captioned 

meeting dated 18.03.2013. By bringing on record a matter which happened 26 months 

afterward, the respondent has erroneously tried to portray before this Hon’ble 

Commission that the Petitioner has submitted incomplete facts in its petition and 

demanded that Petitioner be called upon to bring on record the minutes of CEA meeting 

dated 18.03.2013. In this regard, it is submitted that the contentions of the Respondent 

are baseless, misconceived and are denied. The Petitioner is hereby attaching the 

minutes of the meeting dated 18.03.2013 held among CEA, PGCIL and the Petitioner 

vide Annexure – P-15. Relevant extract of the minutes are as under: 

 

“3. POWERGRID informed also that the construction of 220 kV New Melli GIS is delayed 

and its retendering process for award of the package afresh is underway. It is targeted 

for execution by May, 2014. However, as a temporary arrangement for evacuation of 

Jorethang HEP, POWERGRID proposed to connect the 220 kV transmission line of DANS 

Energy Pvt. Ltd. from Jorethang to the on-going 220 kV New Melli – Rangpo D/C line 

(PG), forming 220 kV Jorethang – Rangpo D/C line for injection of Jorethang Power at 

Rangpo. POWERGRID assured that the evacuation facilities required for Jorethang HEP 

viz.New Melli – Rangpo 220kV D/C line would be in place by Dec., 2013. 

4. DANS Energy stated that their Jorethang units would be ready by Dec., 2013/March,14 

and the associated evacuation lines/system of POWERGRID should be in place by the 

time, otherwise, generation would get stranded. They requested POWERGRID to convey 

any delay for implementation of the above works beyond Dec., 2013. POWERGRID 

assured them that the system would be in place by Dec., 2013 and there would not be 

any problem for evacuation of power from Jorethang HEP. As regards the DANS proposal 

for LILO of 400 kV Teesta V-Siliguri at Jorethang, CEA stated that evacuation of the HEP 

at 400 kV would not be feasible at this stage. 

5. CEA stressed the need to expedite construction activities of all the above inter-state 

lines/GISs being executed by POWERGRID in Sikkim, including the 400/220/132 kV GIS at 

Rangpo and New Melli – Rangpo 220kV line, so as to enable Jorethang evacuation on 

time.” 

 

25) It is submitted that from the above it is clear that the facts submitted by the Petitioner 

in regard to the meeting dated 18.03.2013 in page no. 1044 of the Petition is absolutely 

correct. It is reiterated that as per the minutes of meeting dated 18.03.2013, it was 

decided that DEPL’s 220 kV transmission line from Jorethang Loop HEP powerhouse shall 
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connect to the on-going 220kV New Melli – Rangpo D/C line of PGCIL (upto which DEPL 

would be required to construct only 13 number of towers out of its total 45 towers plus 

GIS Bays & PGCIL consultancy) to enable power evacuation from Jorethang Loop HEP on 

CoD. Accordingly, the Petitioner envisaged to construct its transmission line only till the 

inter-connection point before CoD within the allocated amount of Rs.18.00 Crores. It is 

pertinent to mention that while reviewing the cost overrun of the project, the lenders 

independent engineer has also confirmed that cost of balance towers (22 nos.) was not 

estimated at the time of last cost overrun and therefore recommended cost of 

construction of balance 22 towers and GIS Bays (reference may be made to page 1223-

1226 of the Petition) and subsequently the same was approved by the lenders also 

(reference may be made to page 1221-1222 of the Petition). Hence, reference to the 

minutes of the meeting dated 25.05.2015 to say contrary to the above facts are 

misconceived and denied. It is wrong to say that the said increase in cost could have 

been avoided had the Petitioner not delayed completion of transmission work. In this 

regard, it is pertinent to note that it is not the case that the said cost has increased due 

to delay in completion of transmission line by the Petitioner. In view of minutes of 

meeting dated 18.03.2013 (already explained hereinabove), the scope of cost of GIS 

Bays & PGCIL consultancy was considered post CoD instead of before CoD which has 

been duly approved by the lenders independent engineer and lenders. Hence, reference 

to minutes of meeting dated 25.05.2015 to say that the said cost increase is due to delay 

in completion of transmission line by the Petitioner is not only misconceived and wrong 

but misleading too.       

 

RE: INCREASE IN HARD COST DUE TO TAXES  

 

26) The contentions of the respondent in para no. 17, 18 & 19 in this regard are wrong and 

denied. It is submitted that the respondent has failed to substantiate its averments with 

any factual rebuttals but has proceeded to make only vague allegations which are 

surmised on the fact that had the project not been delayed such costs could have been 

delayed. In this regard the petitioner reiterates the detailed reasons for alleged delay 

which have been provided in detail hereinabove. It is submitted that the petitioner has 

substantiated the said costs and has already provided a detailed note on the 

reasons/breakup of the increase in hard cost due to change in Taxes as evaluated by the 

lender’ independent engineer and subsequently approved by the lenders along with the 

petition(reference in this regard may be made to page nos. 1045 – 1047, 1069, 1362 - 

1386 of the tariff petition). The contents of the same are reiterated but are not repeated 

herein for the sake of brevity. The contentions of the respondent to the contrary are 

wrong and denied. 

 

RE: INCREASE IN HARD COST & SOFT COST DUE TO OTHER REASONS  

 

27) It is submitted that the Respondent has not contested Petitioner’s  submissions with 

respect to increase in hard cost & soft cost due to other reasons amounting to Rs.506.85 

Cr. (Annexure – C & Annexure – E to G of the detailed note on the reasons for the delay 

and cost overrun of the project along with annexures submitted at page nos. 1019 – 

1666 of the Petition). It is therefore construed that the Respondent has nothing to say 
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on the reasons for such increase in hard cost & soft cost due to other reasons amounting 

to Rs.506.85 Cr. and has accepted our submissions thereto.     

 

RE: APPLICABILITY OF CERC TARIFF REGULATIONS 

 

28) It is stated that the objection of the Respondent on the non-applicability of the CERC 

Tariff Regulations in para nos. 20, 21 & 22 and the applicability of the HERC Regulations 

is incorrect, wrong and denied. It is reiterated that the power purchase was envisaged 

and agreed to by the parties based on the applicability of the CERC Regulations. 

 

29) Firstly, it is stated that the generating station in the present case is situated in Sikkim 

and the power supply is on inter-state basis. For inter-state projects, it is only the 

Regulations of the CERC that can be applied. The Regulations of the CERC are already 

being applied for the conveyance of electricity from Sikkim to Haryana by Powergrid, 

based on which the transmission tariff is payable. In terms of the above, the generation 

tariff also has to be only based on the CERC Regulations. It cannot be a situation wherein 

the generation tariff is based on HERC Regulations, but the transmission of such 

electricity is based on the Regulations of the CERC. 

 

30) The HERC Regulations would be applied for projects which are located within the State 

of Haryana, but cannot be applied to the case of the Petitioner. 

31) It is further stated that the present tariff petition was filed by the Petitioner on 

22.06.2018. As on the said date, the only applicable Regulations was that of the CERC as 

there were no Regulations in force of the Hon’ble Commission. The tariff is also claimed 

in terms of the CERC Regulations, based on the then prevalent legal position. 

 

32) It is also a well settled principle of law that rights of the parties are to be decided based 

on the position of law as was prevalent as on the date of filing of the petition. Mere 

delay in the disposal of the petition would not change the legal provisions that are to be 

applied for the disposal of the case. The Petitioner crave leave to refer to authorities in 

this regard during the course of proceedings before the Hon’ble Commission. 

 

33) Therefore, as a legal principle, it is only the Regulations of the CERC that ought to be 

applied in the present case. 

 

34) In this regard, as stated in the petition and additional affidavit filed before the Hon’ble 

Commission, the procurement was envisaged at the ceiling levelised tariff computed 

based on the Regulations of the Hon’ble CERC.  

 

35) The Petition was filed by the HPPC before the Hon’ble Commission on 23.02.2017, 

seeking approval of the power procurement from the generating station of the 

Petitioner. In the said petition, the tariff computation filed by HPPC was itself based on 

the Regulations of the CERC of 2014 as was then applicable. Therefore, the entire 

consideration from the beginning was on the basis of the Regulations of the CERC. 
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36) It was also in this context of the applicability of the CERC Regulations that the Petitioner 

had agreed to the ceiling capital cost of Rs. 1000.67 crores in the present case. The said 

ceiling in capital cost is in addition to the ceiling levellised tariff. While the ceiling 

levelized tariff was agreed to by the petitioner from the beginning, the ceiling in the 

capital cost was agreed to based on the then prevalent CERC Regulations which was 

sought to be applied, as explained hereinabove. 

 

37) In the circumstances mentioned above, based on the legal position of inter-state supply 

and also the sequence of events as to how the power procurement was envisaged and 

proceeded with would require the Regulations of the CERC to be applicable in the 

present case. 

 

38) Consequently, the norms and parameters ought to be applied as provided for in the 

CERC Regulations as applicable from time to time. The contentions of the respondent to 

the contrary are wrong and denied.  

 

39) Without prejudice to the above, it is submitted that during recent proceedings in respect 

of approval of power purchase from 3 hydro power projects by the Hon’ble Commission, 

the issue of applicability of CERC Tariff Regulations have been raised by the developers 

wherein HPPC’s reply was acceptance towards the determination of tariff based on CERC 

Tariff Regulations with a condition that tariff determination to take place under section 

62 of the Electricity Act by the Hon’ble Commission. (Please refer page 12 of the Order 

dated 24.09.2020). The Hon’ble Commission while approving the power purchase for 2 

out of 3 projects has not given any contrary view to the same in the order. It is 

submitted that since in our case also the proposal of power purchase approval was 

proceeded by both parties considering CERC Tariff Regulations as already explained in 

detail hereinabove, the same principle may be adopted by the Hon’ble Commission in 

our case too. 

 

RE: COMPONENTS CLAIMED BY THE PETITIONER ON THE BASIS OF CERC TARIFF 

REGULATIONS 2014 

40) Without prejudice to our earlier submissions in respect of applicability of CERC Tariff 

Regulations, 2014, we submit that the return on equity (ROE) of 14% inclusive of 

income-tax expense against post tax ROE of 16.5% as per CERC is unviable for the 

project. 

  

41) In respect of HPPC’s contention on Rate of Interest on working capital, without prejudice 

to our earlier submissions in respect of applicability of CERC Tariff Regulations, 2014, it is 

submitted that raising working capital loan at an interest rate of less than 11% is not 

feasible and realistic. 

 

42) In respect of HPPC’s contention that interest rate on term loans of 13.03% seems to be 

on higher side, it is submitted that the Petitioner has already provided copy of audited 

balance sheets upto FY: 2006-17 of the Company with the Tariff Petition which contains 

the interest rate on term loans. The audited balance sheet of the Company for FY: 2017-

18 to FY: 2019-20 is attached herewith as Annexure – P-16. 
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43) Regarding HPPC’s contention to pass on the benefits of refinancing of loans, it is 

submitted that during the proceedings before this Hon’ble Commission, the Petitioner 

vide its letter dated 23.09.2017 reduced its ceiling levellised tariff from Rs.4.75/- per 

kWh to Rs.4.71/- per kWh taking into account the expected savings on account of 

refinancing. 

 

44) Without prejudice to our earlier submissions in respect of applicability of CERC Tariff 

Regulations, 2014, we submit that the maintenance spares at 7.5% of O&M expenses is 

technically not feasible & realistic for the project in hilly terrains like Sikkim. 

 

45) Without prejudice to our earlier submissions in respect of applicability of CERC Tariff 

Regulations, 2014, we submit that the escalation of O&M expenses @4% p.a. is not 

feasible & realistic. 

 

46) Without prejudice to our earlier submissions in respect of applicability of CERC Tariff 

Regulations, 2014, we submit that the salvage value of the project as per CERC 

Regulations for the purpose of calculating depreciation is considered as lower of 10% or 

what is provided as per the implementation agreement with the state. However, it is 

considered as 10% as per HERC Tariff Regulations. It is pertinent to note that as per 

implementation agreement between the petitioner and the state, the project is to be 

transferred to the state of Sikkim on as is where is basis. As such, there is no salvage 

value of the project to the Petitioner. Hence, considering salvage value of 10% for 

calculating depreciation of the project by applying HERC tariff Regulations will be against 

the settled terms and conditions of implementation agreement with home state. As 

such, it will be unrealistic and unviable. 

 

47) In respect of HPPC’s contention on considering two months receivables while calculating 

working capital loan instead of one month as PPA provides for 1 month payment cycle, 

without prejudice to our earlier submissions in respect of applicability of CERC Tariff 

Regulations, 2014, it is submitted that the PPA provides for one month billing cycle and 

one month payment cycle, thus it amounts effectively to 2 months. 

 

48) The above submissions are in reference to para nos. 27 - 33 of the reply of the 

Respondent. 

 

RE: REVENUE EARNED BY THE PETITIONER PRIOR TO OFFERING POWER TO HPPC 

 

49) The Respondent has sought for the Hon’ble Commission to consider the revenue 

realised by the Petitioner for the period prior to selling power to HPPC. In this regard, it 

is stated that if the present tariff is determined from the date of COD of the project and 

the supply by the Petitioner is to be considered as supply to third parties, the difference 

between the tariff realised by the Petitioner and the tariff determined ought to be 

compensated by the Respondent. 

  

50) The Respondent cannot seek past revenue realised upon the COD of the project to be 

considered, but not the tariff to be determined for the said period. The period in issue is 
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not prior to COD of the project, but after COD till the power was offered to the 

Respondent. 

 

51) In relation to the period of supply taken by the Respondent from the Petitioner, the 

same is in terms of the PPA as approved by the Honble Commission in the order dated 

08.03.2019 and as varied by the Hon’ble Tribunal in its judgment dated 29.07.2020 in 

Appeal No. 363 of 2019. The adjustment of the past dues, the period of applicability etc. 

are as provided for in the said approvals.  

 

52) The PPA has been signed by the parties, but there have been some additions made by 

the Respondent on the terms of the PPA over and above the approved PPA. The same 

are subject to the proceedings before the Hon’ble Appellate Tribunal in Appeal No. 157 

of 2020. The said issue is not subject matter of the present petition. 

 

53) The above submissions are in reference to para nos. 34 & 35 of the reply of the 

Respondent. 

 

RE: CEILING LEVELISED TARIFF 

 

54) The Respondent has objected to the contention of the Petitioner on the ceiling levelized 

tariff and has contended that the ceiling tariff is not for levelised tariff, but individual 

year tariff. This is not correct.  

 

55) As stated hereinabove, the Petitioner vide its letters dated 29/10/2016, 13/12/2016 & 

26/12/2016 to HPPC offered for supply of power from its 96 MW Jorethang Loop HEP at 

a levellised tariff of Rs. 4.75/kWh during the period from May to October for 25 years.  

 

56) In the petition filed by HPPC before the Hon’ble Commission on 23.02.2017 (being 

Petition no. HERC/PRO-26 of 2017) for approval of power purchase, the petition sought 

for procurement at a ceiling levellised tariff of Rs. 4.75/kWh during the period from May 

to October for 25 years. HPPC further stated that the exact levellised tariff for Jorethang 

Loop HEP would be evaluated by the Hon’ble Commission.  

 

57) Thereafter, pursuant to the interim order dated 04.09.2017 of the Hon’ble Commission 

directing HPPC to consider procurement of hydro power throughout the year, the 

Petitioner vide its letter dated 23/09/2017 gave its consent to supply power from the 

project for 25 years throughout the year at a levellised tariff of Rs 4.71/kWh.  

 

58) Hon’ble HERC vide its interim order dated 25.09.2017 directed HPPC to provide its 

decision regarding procurement of hydro power throughout the year or for six months 

as prayed for in the petition. HPPC vide its final submission in concurrence with SCPP to 

the Hon’ble Commission stated that the power may be considered to be purchased for 

whole of the year for 25 years and in which case revised rates of Rs.4.71/- per unit may 

be considered as ceiling levellised tariff. In this regard reference is made to page no. 25-

26 of Hon’ble HERC’s order dated 13.11.2017.  
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59) It is most respectfully and humbly submitted that both HPPC and the petitioner through-

out the proceedings maintained the request for approval of power purchase considering 

ceiling levellised tariff. The contention of the Respondent now raised to differentiate 

between ceiling tariff on year on year basis and ceiling levelised tariff is based on a 

pedantic, hyper-technical and misconceived reading. There was no dispute on the 

applicability of ceiling levelised tariff, which was also the basis of the petition filed by the 

Respondent seeking approval of the power purchase.  

 

60) It is submitted that the tariff is to be determined for the entire duration of 35 years. 

Therefore, the tariff may be determined based on levelisation, whereof the parties 

would have a levelized tariff for the life of the project. Such determination of levelized 

tariff would provide certainty to the parties, particularly when the parties have decided 

on the transaction based on the understanding of a levelized tariff. 

 

61) Without prejudice to the above, it is submitted that during recent proceedings in respect 

of approval of power purchase from 3 hydro power projects by the Hon’ble Commission, 

the Hon’ble Commission while approving the power purchase for 2 out of 3 projects has 

approved ceiling levellised tariff of Rs.4.49/- per unit plus ceiling STU charges of Rs.0.41 

per unit for one project & ceiling levellised tariff of Rs.4.50/- per unit plus ceiling STU 

charges of Rs.0.38 per unit for other project. It is submitted that since in our case also 

the proposal of power purchase approval was proceeded by both parties considering 

ceiling levellised tariff only as already explained in detail hereinabove, the same 

principle of ceiling levellised tariff may be applied by the Hon’ble Commission in our case 

too. 

 

62) It is further stated that the Respondent has sought for the comparison of the tariff with 

other projects, in relation to whether the tariff is acceptable or not. This was the issue 

on which the matter was prolonged for the past two years, as the Respondent wanted to 

retain the right to terminate if the tariff is not acceptable. It is relevant to mention that 

the clause of the option of termination is only if the tariff is not acceptable and not for 

any other reasons. 

 

63) The tariff can be compared only when the tariff is available for the life of the project and 

the PPA. Such tariff for the life of the project and the PPA, can be determined only in a 

levelised manner, as is the standard procedure for regulatory tariff determination. Only 

based on the tariff for the life of the PPA can the tariff be compared with other projects. 

 

64) It is stated that the comparison of the tariff would also have to be only on the levelized 

tariff. 

 

65) The Respondent has proceeded to tie up power with hydro plants of capacity of 96 MW 

(Sneha Kinetic), 60 MW (GMR Bajoli) and 240 MW (JSW Kutehr) at a ceiling levellised 

taiff of Rs.4.49/- per unit, ceiling levelised tariff of Rs.4.49/- per unit plus ceiling STU 

charges of Rs.0.41 per unit and ceiling levelised tariff of  Rs.4.50/- per unit plus ceiling 

STU charges of Rs.0.38 per unit respectively of which Hon’ble Commission has recently 

approved power purchase for 60 MW (GMR Bajoli) and 240 MW (JSW Kutehr) at a 

ceiling levellised taiff of Rs.4.49/- per unit plus ceiling STU charges of Rs.0.41 per unit & 
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ceiling levelised tariff of  Rs.4.50/- per unit plus ceiling STU charges of Rs.0.38 per unit 

respectively. 

 

66)  The Respondent has found the ceiling levelized tariff of Rs. 4.49/- per unit plus ceiling 

STU charges of Rs.0.41 per unit for one hydro project & ceiling levelised tariff of  

Rs.4.50/- per unit plus ceiling STU charges of Rs.0.38 per unit for another hydro project 

for 35 years to be acceptable and has proceeded for approval of power purchase from 

the Hon’ble Commission with respect to the said projects. The power purchase  for 

these two projects have also been approved by the Hon’ble Commission, with the 

levelized tariff being up to Rs. 4.49/- per unit plus ceiling STU charges of Rs.0.41 per unit 

& levelised tariff being upto of  Rs.4.50/- per unit plus ceiling STU charges of Rs.0.38 per 

unit respectively. 

 

67) It is relevant to mention that there is no exit clauses in the said PPAs, and the 

acceptance of the tariff by the Respondent is based on the ceiling levelized tariff of Rs. 

4.49/- per unit plus ceiling STU charges of Rs.0.41 per unit & ceiling levelised tariff of  

Rs.4.50/- per unit plus ceiling STU charges of Rs.0.38 per unit respectively. In other 

words, even where the tariff is worked out to be ceiling levelized tariff of Rs.4.49/- per 

unit plus ceiling STU charges of Rs.0.41 per unit & ceiling levelised tariff of Rs.4.50/- per 

unit plus ceiling STU charges of Rs.0.38 per unit respectively  for 35 years, the tariff is 

acceptable to the Respondent and binding agreements without any exit clauses would 

be  entered into. This is the entire basis on which the power procurement has been 

made by the Respondent. It is pertinent to note that the approval of power purchase in 

the instant case was made by the Hon’ble Commission on 13.11.2017 and draft PPA was 

initialled between the parties on 07.05.2018 and draft PPA was submitted by HPPC to 

Hon’ble HERC on 08.05.2018. Subsequent to the same, power supply started w.e.f. 

17.05.2018. In the month of July, 2018, bid to procure 500 MW hydro power electricity 

was floated by HPPC. Since, PPA was already initialled, it was not open to the Petitioner 

to participate in the bid. The Petitioner was therefore prevented from participating in 

the said bidding process due to the present power procurement being approved by the 

Hon’ble Commission and the draft PPA already signed by the parties. 

 

68) The PPA was approved by the Hon’ble Commission vide order dated 08.03.2019. 

Thereafter, due to appeal before APTEL only on deletion of ‘exit clause’ in the approved 

PPA, it took time to execute the final PPA which could be executed on 06.10.2020. Thus, 

while the Petitioner was prevented from participating in the bid floated after approval of 

its power purchase on 13.11.2017 and initialization of draft PPA, it cannot be the 

situation that the Respondent can procure power at higher levelised tariff from other 

projects and not from the Petitioner.  

 

69) The ceiling levellised tariff of the Petitioner is competitive with the above levelised tariff 

which has already been recently accepted by the Respondent. 

 

70) Without prejudice to the above, It is further submitted that since through out the 

proceedings before the Hon’ble Commission in respect of approval of power purchase 

from Petitioner’s project, the Respondent maintained that power purchase from 

Petitioner’s project at ceiling levelised tariff of Rs.4.71/- per unit is acceptable to the 
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Respondent, it may not be open to the Respondent to exercise the exit right for 

levellised tariff upto Rs.4.71/- per unit.    

 

71) It is reiterated that there is no merit in the reply under rejoinder and the petitioner 

reiterates the prayers as sought for in the tariff petition.  

 

ADDITIONAL INFORMATION 

72) It is submitted that certain additional information (shortfall in availability of design 

discharge than what was envisaged as per DPR and additional capitalization details) are 

being submitted herewith which are relevant in the tariff determination process.  

 

73)  In this regard, it is submitted that the Petitioner vide its affidavit dated 19.10.2020 has 

requested to consider design energy as 429 MUs as design energy of the project for the 

purpose of determination of tariff along with reasons attributable to the lower 

generation. The shortfall in availability of design discharge than what was envisaged in 

DPR was cited as one of the reasons. We submit herewith a Note explaining the same 

with quantitative details vide Annexure – P-17.  

 

74) It is also submitted that the Petitioner is herewith submitting details of additional 

capitalization vide Annexure – P-18 which is relevant in the tariff determination process.   

 
 

7. Rejoinder along with affidavit dated 13.11.2020 is filed by the petitioner (M/s Dans Energy Pvt. 

Ltd) to the reply filed by the respondent, Haryana Power Purchase Centre (HPPC) regarding 

Details of Additional Capitalization (Annexure P 18)is as under: 

 

i. That filing the present affidavit to submit that the major overhauling expenses of the 

plant has inadvertently been included under the head of “Additional Capitalisation” in 

Annexure P-18 of the Rejoinder (para 74) filed by the Petitioner vide affidavit dated 

29/10/2020. It is submitted that the major overhauling expenses of the plant is of 

revenue nature as the same is required in connection with proper upkeep and 

maintenance of the plant. 

 

ii. It is submitted that as per the maintenance manual (copy of maintenance manual is 

attached herewith and marked as Annexure A) given by the manufacturer of the electro-

mechanical equipments of the plant, the requirement of major overhauling of the plant 

works out to be at a periodic interval of 6 years. The details are as under:- 

 

Equivalent operating hours Te = To + ns x Ts 

The average operation hour each year To = 4460 (based on the average of last 3 years 

data) 

The average no of start each year        ns = 527 (based on the average of last 3 years data) 

                                                                      Ts = 10 

Equivalent operating hours each year Te = 4460+ 527 x 10 =9730 hours/year 
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Since major overhaul as per the manual is recommended after 50000h-60000h of 

equivalent hours (Te), the interval of major overhaul has been worked out to be at every 

6 years.  

 

iii. It is submitted that as per the offer dated 27/08/2018 (copy of offer dated 27/08/2018 is 

attached herewith and marked as Annexure B) from the manufacturer of the electro-

mechanical equipment, the major overhauling expenses work out to be Rs 8.11 Cr. 

(Rs.6.87 Cr plus GST Rs 1.24 Cr). Accordingly, an amount of Rs 1.35 Crores (Rs 8.11/6) 

plus applicable escalation rate needs to be added to the yearly O&M expenses towards 

major overhauling expenses to be incurred additionally at an interval of every 6 years.  

 

iv. It is submitted that the major overhauling of the plant at a periodic interval of 6 years is 

absolutely critical for proper running and operation of the plant. 

 

v. It is submitted that since the plant has not yet completed 6 years of operations, the 

actual O&M expenses of the Company (as per the audited balance sheet of the Company 

or otherwise) does not include the major overhauling expenses.  

 

vi. It is submitted that the yearly O&M expenses will not cover the major overhauling 

expenses, which is required at periodic interval of every 6 years. The O&M expenses 

provided are for the yearly expenses on the operation and maintenance of the 

generating station, and does not naturally include expenses which are to be incurred on 

periodic basis, once in few years as in the present case.    

 

vii. It is therefore submitted that the major overhauling expenses needs to be considered as 

additional O&M expenses at periodic interval of every 6 years over and above the yearly 

O&M expenses of the Company.  

 

viii. In view of above submissions, the Petitioner hereby requests Commission to consider 

the major overhauling expenses of the plant at a periodic interval of every 6 years as 

additional O&M expenses over and above yearly O&M expenses while determining the 

tariff for the project. 

 
8.       Additional submissions made by M/s Dans Energy Pvt. Ltd dated 27.11.2020: 

 

i. That filing the affidavit to place on record certain factual details that need kind 

consideration of the Hon’ble Commission while determining tariff for the project.  

 

A. O&M expenses on account of maintenance of 220 kV Substation bays at POWERGRID – 

New Melli SS 2 nos. payable to PGCIL 

 

ii. That as per the Bulk Power Transmission Agreement (“BPTA”) signed between Power 

Grid Corporation of India Limited (“PGCIL”) and the Petitioner on 24.02.2010, the 

implementation of 220 kV D/c Jorethang – New Melli transmission line along with 2 nos. 

of bays was under the scope of the Petitioner (the copy of BPTA agreement dated 

24.02.2010 is attached herewith and marked as Annexure A). After implementation of 2 
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nos. of bays at New Melli Sub Station, the Petitioner had entered into an agreement 

dated 22.06.2017 with PGCIL in respect of the operation & maintenance (O&M) of the 2 

nos. of bays at New Melli Sub Station for 220 kV New Melli – JLHEP D/c line (the copy of 

agreement dated 22.06.2017 is attached herewith and marked as Annexure B).  

 

iii. That the as per the said agreement dated 22.06.2017, the annual O&M charges payable 

to PGCIL on account of maintenance of 2 nos. of bays of 220 kV New Melli –JLHEP at 

New Melli Substation works out to Rs 0.40 Crores for the first year (FY: 2017-18) and 

with applicable escalation thereafter. 

 

iv. It is submitted that since CoD of the Petitioner’s project is 30.09.2015, the first 

completed financial year of operation is FY: 2016-17 and accordingly the actual O&M 

expenses as per audited balance sheet of    FY: 2016-17 will be considered for arriving at 

base year O&M expenses. Since, the O&M expenses of Rs. 0.40 Cr. on account of annual 

maintenance of 2 nos. of bays as per agreement dated 22.06.2017 with PGCIL has 

started only from FY: 2017-18, the actual O&M expenses as per audited balance sheet of 

FY: 2016-17 does not include O&M expenses of Rs. 0.40 Cr. payable to PGCIL on account 

of annual maintenance of 2 nos. of bays. As such, the O&M expenses of Rs. 0.40 Cr. 

payable to PGCIL on account of annual maintenance of 2 nos. of bays need to be added 

to the base year O&M Expenses for the purpose of arriving at tariff for the project.   

 

v. In view of the above, the Petitioner hereby requests the Hon’ble Commission to consider 

addition of O&M expenses of Rs. 0.40 Cr. payable to PGCIL towards annual maintenance 

of 2 nos. of bays of 220 kV New Melli –JLHEP at New Melli Substation in the base year 

O&M Expenses for the purpose of determination of tariff.  

 

B. Base Year O&M Expenses   

 

vi. It is submitted that since CoD of the Petitioner’s project is 30.09.2015, the first 

completed financial year of operation is FY: 2016-17. Accordingly, the actual O&M 

expenses as per audited balance sheet of FY: 2016-17 (please refer page 846 to 872 of 

tariff petition for audited balance sheet of FY: 2016-17) needs to be considered for the 

purpose of arriving at Base Year O&M expenses. Further, items of O&M expenses which 

are not included in the audited balance sheet of FY :2016-17 and are required to be 

incurred, also needs to be considered for the purpose of arriving at base year O&M 

expenses. The details of the O&M expenses as per audited balance sheet for FY: 2016-17 

and items not included in the audited balance sheet of FY: 2016-17 which needs to be 

considered for arriving at base year O&M expenses are as under: - 

 

S. No. Particulars Amount (Rs. 
in Cr.) 

1. Other Operating Expenses (3rd item of Note 19 of audited balance sheet 
of FY: 2016-17, pg. 863 of the tariff petition) 

6.74 

2. Employee Benefit Expenses (Note 20 of audited balance sheet of FY: 
2016-17, pg. 863 of the tariff petition) 

6.14 

3. Financing Charges (2nd item of Note 21 of audited balance sheet of FY: 
2016-17, pg. 863 of the tariff petition) 

2.26 
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In view of that the above O&M expenses as per audited balance sheet for FY: 2016-17 as 

added by items not included in the audited balance sheet of FY: 2016-17 on account of 

periodic major overhauling expenses and annual maintenance of 2 nos. of bays need to be 

considered for arriving at base year O&M Expenses for the purpose of determination of 

tariff for the project. 

 

C. Depreciation to be considered based on loan repayment tenure: 

  

vii. That the yearly depreciation amount is considered as loan repayment amount in the 

tariff determination process. It is submitted that the lenders of the Company have 

proposed to increase the repayment tenure of the loan from existing 15 years to 25 

years. In this regard, letter dated 19.11.2020 issued by the Power Finance Corporation 

Limited, the lead lender of the project, is attached herewith and marked as Annexure C. 

 

viii. That since repayment tenure of the loan has been proposed to be increased from 

existing 15 years to 25 years by the lenders of the project, the annual depreciation 

amount/repayment amount of loan during first 25 years needs to be arrived at by 

dividing the total loan amount by 25 years and the annual depreciation amount during 

remaining 10 years  (year 26 – 35) needs to be arrived at by dividing the balance capital 

cost (total capital cost minus loan amount) by 10 years while determining tariff for the 

project. The Company has already submitted reasons/justifications for considering 100% 

capital cost for the purpose of calculation of depreciation instead of 90% of capital cost 

as per HERC Regulations, 2012 in para 46 of its rejoinder dated 29.10.2020 (please refer 

pg. 24 of the rejoinder). 

 

ix. In view of the above, it is respectfully prayed to arrive at the annual deprecation 

amount/repayment amount of loan during first 25 years by dividing the total loan 

amount by 25 years and the annual depreciation amount during remaining 10 years 

(year 26 – 35) by dividing the balance capital cost (total capital cost minus loan amount) 

by 10 years while determining tariff for the project. 

 

x. The Petitioner, filed written submissions dated 8.02.2021, mostly reiterating the issue of 

Implementation Agreement signed with Sikkim Govtt. and entitlement of free power 

4. Other Expenses (Note 22 of audited balance sheet of FY: 2016-17, pg. 
863 of the tariff petition) 

7.50 

5. Selling Expenses (included in 2nd item of Note 19 of audited balance sheet 
of FY: 2016-17, pg. 863 of the tariff petition) 

0.20 

Total O&M expenses as per audited balance sheet of FY: 2016-17 22.84 

Add: Items not included in the audited balance sheet of FY: 2016-17: 
 

(1)        Periodical major O&M overhauling expenses for proper maintenance 
of plant at a periodic interval of 6 years as per maintenance manual 
of equipment manufacturer and cost arrived as per their offer 
(submitted as per Affidavit dated 13.11.2020) 
 

(2)         O&M Expenses on account of annual maintenance of 2 nos. of bays 
as per agreement dated 22.06.2017 with PGCIL (submitted at item A 
of this Affidavit) 

 
 
 

1.35 
 
 
 

0.40 

Total Base year O&M Expenses to be considered for tariff determination process 24.59 
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thererto and the fact that scheduling of power by HPPC commenced on 17.05.2018 

hence as per Article 2.4 of the approved PPA , the agreement comes into force on the 

date when the first scheduling of power is undertaken i.e. 17.05.2018. The petitioner 

further dwelt on the fact that CERC Regulations read with section 61 of the Electricity 

Act, 2003 is applicable in the present case for determination of tariff.  The Petitioner has 

vehemently argued that “it is a well settled principle of law that the petition has to be 

decided based on the law then applicable and not any law that is subsequently 

introduced”. Further, the petitioner would argue that it is also well – settled principle of 

law that the applicability of law is governed by the provisions of the statute and not 

governed by the terms of the agreements that have been entered into by the parties as 

also decided by the Apex Court in Hakam Singh v. Gammon (India). In order to support 

its contentions, the following case laws have been cited: 

 

- A.A. Calton v. Director of Education (1983) 3 SCC 33 

- P.Mahendran v. State of Karnataka, (1990) 1 SCC 411  

- Gopal Krushna Rath v. M.A.A. baig, (1999) 1 SCC 544 

-  Hakam Singh v. Gammon (India) Ltd., (1971) 1 SCC 286 

 

It has been submitted by the Petitioner that the HERC Tariff Regulations, 2012, do not 

cover certain parameters for tariff determination of HEP as that of the Petitioner. 

Further, by way of Regulation 84 of HERC MYT Regulations, 2019 the Tariff Regulations, 

2012 was repealed without a saving clause. It has been submitted that it is a well settled 

principle of law that if a statute is repealed without a saving clause then the statute so 

repealed ceases to be applicable. In support of its contention the Petitioner has relied 

upon the judgement of the Apex Court viz. Kolhapur Canesugar Works Ltd. v. Union of 

Indi, (200) 2 SCC 536 wherein it has been held, “37. The position is well known that at 

common law, the normal effect of repealing a statute or deleting a provision is to 

obliterate it from the statute book as completely as if it had never been passed, and the 

statute must be considered as a law that never existed. To this rule, an exception is 

engrafted by the provisions of Section 6(1) …….” . Additionally, the Petitioner has dwelt 

at length on the applicability of tariff after 25 years. Further, as per the Hon’ble Aptel’s 

order dated 27.01.2021, the tariff has to be determined in terms of Article 9.1.2 of the 

approved PPA for the full 35 years.  

 

In addition to the above submissions, the Petitioner made detailed submissions on 

ceiling capital cost, time overrun and cost overrun, 100% depreciation to be considered 

based on loan repayment tenure of 25 years, base O&M expenses etc. which for the 

sake of brevity is not being reproduced here.   

   

       Reply of HPPC dated 14.12.2020 is as under: 

 

i. The Petitioner has filed the present Petition seeking determination of tariff for supply of 

electricity from 105.6 MW (96MW plus 10% overload capacity) Jorethang Loop Hydro 

Electric Power Project (“Project”) for sale of power to the Respondent, Haryana Power 

Purchase Centre (“HPPC”) in terms of the directions passed by this Hon’ble Commission 

vide its Order dated 13.11.2017 in Case No. PRO – 26 of 2017 (“Order dated 

13.11.2017”). 
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ii. HPPC had filed its reply to the Petition on 15.10.2020. The Petitioner filed its Rejoinder 

on 29.10.2020. The present reply is being filed to the affidavits dated 13.11.2020 and 

27.11.2017 filed by the Petitioner in furtherance to the Petition and the Rejoinder.  

 

        Re: Affidavit dated 13.11.2020 

 

iii. By way of affidavit dated 13.11.2020, the Petitioner has submitted that the major 

overhauling expenses of the plant (amounting to Rs 8.11 Crore) has been included 

inadvertently under the head of “Additional Capitalization” in Annexure P-18 of the 

Rejoinder. Accordingly, the Petitioner has submitted that an amount of Rs 1.35 Crore 

(Rs. 8.11/6) plus applicable escalation rate needs to be added to the yearly O&M 

expenses towards major overhauling expenses to be incurred additionally at an interval 

of 6 years. 

 

iv. In this regard, at the outset, it is submitted that the request made by the Petitioner for 

including the cost towards major overhauling expenses at this belated stage after 

completion of pleadings is not tenable. It is noteworthy that while quoting its offer for 

sale of power to HPPC, the Petitioner had proposed fixed levellised tariff. It was 

presumed and reasonably expected that the offer quoted by Petitioner includes all the 

forthcoming expenditure with respect to operation and maintenance of the Project. 

However, at that time, the Petitioner failed to intimate of any such additional recurring 

expenses as are sought to be added now. The same was not even mentioned later in the 

Petition filed more than two years ago (21.06.2018) and even in the Rejoinder filed 

lately on 28.10.2020. Thus, the said additional O&M cost should be rejected on this 

account alone.   

 

v. Notwithstanding the same, it is submitted that the said cost cannot be considered even 

otherwise in view of the applicable HERC MYT Regulations, 2012 which provides for 

escalation of O&M expenses at 4% per annum. The relevant portion of the HERC MYT 

Regulations, 2012 is extracted hereunder: 

 

  “34.5 Computation of tariff  

  (b) ……For determining O&M expenses, the audited O&M expenses for the 

financial year 2011-12, subject to prudence check, shall be escalated at the escalation 

factor of 4% to arrive at the O & M expenses for the base year. The O&M expenses for 

the subsequent years shall be determined by escalating the O & M expenses of the base 

year at the escalation factor of 4% per annum to arrive at permissible O & M expenses 

for each year of the Control Period” 

 

vi. It is further pertinent to state that the major overhaul works referred by the Petitioner 

in its Annexure P-18 of the rejoinder dated 29.10.2020 as well as in Annexure-A of 

affidavit dated 13.11.2020 comes under the maintenance of “Generator & its auxiliaries” 

as set out by CEA in its report under the head “Best Practices in Operation & 

Maintenance Of Hydro Power Stations” which provides as under: 
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  “Generator & its Auxiliaries  

Stator & rotor winding, bearings & excitation system are the main parts of a 

generator. As regards stator and rotor windings, regular recording of IR Values of 

these winding should be maintained at regular intervals. Tan Delta and DLA tests of 

stator winding indicates the status I condition of stator winding insulation. Likewise 

impedance test (voltage drop test across each pole) indicates condition of the rotor 

winding. Proper cooling system is to be maintained to limit rise in stator winding 

temperatures and consequently increase the life of stator winding. Inspection of the 

218 stator winding is also required to be carried out to verify its firmness in stator 

core slots and healthiness of overhang portion with firm end winding caps & end 

spacers, slot wedges checked for healthiness. Windings are revarnished to enhance 

their life. Looseness of stator core or inter lamination, core insulation are direct 

factors affecting winding heating due to eddy current loss. Thus recommended 

maintenance as per schedule should be carried out its records maintained and 

corrective actions be taken if necessary.  

 

Another precision and very critical components of generator are its guide and thrust 

bearings. The thrust bearing is main bearing holding complete thrust of rotating 

mass of turbine and generator unit. The generator and turbine guide bearings act as 

guides for controlling the vibrations of the unit . If T -G shaft alignment with accurate 

shaft level is achieved then the pad clearances are adjusted precisely and the 

rotating machine will operate smoothly without rise in bearing temperature and 

increase life Machine Hall of Bhabba Power House 3x40 MW 219 of bearings. 

Following works also need to be taken up:  

i. Periodic checking of the foundations, tightening the bolts. Filling the foundations 

with epoxy.  

ii. Checking the vibrations periodically & history of the recorded readings gives 

guidelines for realignment, looseness if any, unbalanced electrical components, 

increase in bearing gaps, coupling misalignment, uneven stator -rotor air gap etc.  

iii. Periodic cleaning or replacement of the generator air coolers and bearing oil 

coolers to improve performance of the generator.  

iv. Primary and secondary testing of the protection system for its healthiness and 

correct operation.  

v. Inspection of the CTs, PTs and bus bars for overheating, temperature rise etc.  

vi. Inspection of circuits for protection & control circuits & mock trials of the 

firefighting system along with evacuation system. Checking weight loss of the CO2 

cylinders and replenish as per recommendations of OEM.”  

 

        Copy of the CEA guidelines is marked and annexed herewith as Annexure -1. 

  

vii. Hence, it is apparent that this type of maintenance related cost has already been taken 

care of in the O&M expenses as prescribed by the applicable HERC MYT Regulation 2012 

along with applicable escalation. Therefore, there is no reason or occasion to include 

this additional cost towards major overhauling expenses. 
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        Re: Affidavit dated 27.11.2020 

 

viii. By way of affidavit dated 27.11.2020, the Petitioner has further sought to include O&M 

expenses of Rs. 0.40 Crore payable to PGCIL on account of annual maintenance of 2 no. 

of bays and 1.35 Cr on account of periodic major O&M overhauling expenses in the base 

year O&M expense for the purpose of determination of tariff. Additionally, the 

Petitioner has also prayed for considering the depreciation amount based on the loan 

repayment tenure i.e. to arrive at the annual depreciation amount/ loan repayment 

amount during the first 25 years by dividing the total loan amount by 25 years and the 

annual depreciation amount during the remaining 10 years (i.e 35 minus 25) by dividing 

the balance capital cost (total capital cost minus loan amount) by 10 years. 

 

ix. It is submitted that the above-mentioned additions as sought to be included in the over-

all cost of the Project in a piece meal manner for determination of Tariff is wrong, 

unjustified and beyond the applicable HERC MYT Regulations 2012. The Petitioner itself 

has admitted that the O&M expenses on account of annual maintenance of 2 bays 

payable to PGCIL has started way back from FY 2017-18. Hence, it is difficult to fathom 

the reason for not raising this issue earlier considering that the Petition was filed on 

21.06.2018. Nevertheless, it is being reiterated that all costs related to O&M expenses 

have already been provided in the O&M expenses which had been allowed to Petitioner 

as 2% of capital cost and further the said O&M expenses are to be escalated in 

accordance with HERC MYT Regulations 2012 to meet the said expenses.  

 

x. As regard the prayer of the Petitioner to consider Depreciation based on loan repayment 

tenure, it is submitted that the Depreciation is being provided to the Petitioner as per 

the norms provided under the applicable HERC MYT Regulations 2012 which is extracted 

below: 

“23. DEPRECIATION  

For the purpose of tariff determination, the depreciation shall be calculated in the 

following manner:-  

(a) The value base of asset shall be the historical capital cost of the asset as admitted by 

the Commission. The historical capital cost shall include additional capitalization 

including foreign exchange rate variation, if any already allowed by the Commission up 

to 31st March of the relevant year.  

(b) The residual value of the asset shall be considered as 10% and depreciation shall be 

allowed up to maximum of 90% of historical capital cost of the asset;  

(c) Depreciation shall be calculated annually over the useful life of the asset at the rates 

specified in Appendix II up to 31st March of the 12th year from the date of commercial 

operation of the asset. From 1st April of 13th year from the commercial date of 

operation of the asset, the remaining depreciable value if any out of the 90% of the 

capital cost of the asset shall be equally spread over the balance useful life of the asset. 

The deprecation rates given in Appendix-II will be applicable w.e.f. 1.04.2013 only. The 

depreciation, in case of existing assets, up to 31.03.2013 shall be considered as already 

allowed and shall not be re – visited. The deprecation rates as per Appendix-II for such 

assets shall be applicable w.e.f 1.04.2013 up to 12th year from the date of COD.”  
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xi. Accordingly, as such, the request of Petitioner to consider Depreciation based on loan 

repayment tenure is untenable and unjustified. It is further denied that 100% capital 

cost is to be considered for the purpose of the calculation of Depreciation as per the 

CERC Tariff Regulations. The Petitioner itself has admitted in the Rejoinder that the 

HERC MYT Regulations 2012 stipulates that the residual value of the asset shall be 

considered as 10% and depreciation shall be allowed up to maximum of 90% of historical 

capital cost of the asset. Further, HPPC has made extensive arguments regarding the 

applicability of the HERC MYT Regulation 2012 in its Reply which are not repeated herein 

for the sake of brevity.  

 

xii. In view of the forgoing facts and submissions, the Hon’ble Commission is requested not 

to consider the belated requests made by the Petitioner vide affidavits dated 13.11.2020 

and 27.11.2017. 

 

        Re:  Submissions on Design Energy 

 

xiii. In addition to the foregoing submissions, it is submitted that the approved Design 

Energy of the Project of the Petitioner i.e. 459.2 MU. The Tariff for the Petitioner’s 

Project will be determined by this Hon’ble Commission on the basis of the approved 

Design Energy and Saleable Design Energy. Thus, it is requested that this Hon’ble 

Commission may kindly issue directions in the present proceedings that no revision/ 

change in Design Energy of the Petitioner’s Project shall be made by the Petitioner 

during the entire term of the PPA considering that the applicable HERC MYT Regulation 

2012 do not have any provision permitting revision in Design Energy of the Petitioner’s 

Project. 

 

xiv. The above prayer is made since the revision in Design Energy will have implication on 

tariff being determined by this Hon’ble Commission in the present proceedings. The 

Petitioner may later claim increase in tariff on the basis of such revision in Design 

Energy. It may be noted that a peculiar feature of the PPA executed between the parties 

in the present case is that it has an exit clause which allows either party to exit the PPA 

within 30 days of initial determination, if the Tariff so determined by the Hon’ble 

Commission for the entire duration of the PPA is not agreeable to it. Thus, essentially to 

exercise this option and to make an informed decision, the tariff applicable for the entire 

duration of the PPA must be known to the parties. Therefore, this tariff holds utmost 

significance as it will be sacrosanct and binding on the parties for the balance life of the 

Project after 30 days of initial determination by the Hon’ble Commission.  

 

 

xv. Accordingly, if the above prayer is not granted and the Petitioner is allowed to get the 

Design Energy revised then the tariff which is being determined by this Hon’ble 

Commission may get disturbed and jeopardise the very basis on which the parties will 

take a decision as to whether to exit the PPA pursuant to Clause 3.3.2 of the PPA 

thereof.  

 

xvi. However, having said so if for any reason whatsoever, including by way of any 

amendment in extant law, such revision in Design Energy is made, then it is submitted 
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that such revision/ change in Design Energy should not have any impact on tariff 

including per unit tariff being determined by this Hon’ble Commission. Accordingly, it is 

prayed that directions to this effect may kindly be passed by this Hon’ble Commission. In 

this regard, it is further submitted that if such tariff revision is permitted to be made 

during the term of the PPA, the same will render the exit clause i.e. Clause 3.3.2 otiose 

and the sanctity of the said clause would get compromised.    

 

xvii. Therefore, appropriate directions may kindly be passed as aforesaid so that the 

Petitioner cannot get the Design Energy of the Project revised at any point of time 

during the entire term of the PPA. 

 

         Commission’s Analysis &  Order 

9. The case was first heard on 01.05.2019 and vide Interim order dated 14.05.2019, directs the 

parties to submit the copy of signed PPA in terms of the approval granted by the Commission 

vide its Order dated 08.03.2019 and the relevant part of order is reproduced as under: 

 

“2. The counsel appearing on behalf of the Petitioner informed that the petition has been 

seeking determination of tariff of its 96 MW Jorethang Loop Hydro Electric Project situated at 

South/West District, Sikkim, in pursuant to the PPA approved by the Commission vide its Order 

dated 13.11.2017 & 08.03.2019 in Case No. HERC/PRO-26 of 2017. 

 

3. During the course of the hearing, Ld. Advocate for the respondent submitted that no PPA has 

been signed between the parties in pursuant to the Order of the Commission dated 08.03.2019. 

Therefore, without a formal agreement between the parties i.e. signed PPA, the exercise for 

tariff determination would be futile. He further argued that a petition no. HERC/RA-6 of 2019, 

has been filed by respondent seeking review against the order of the Commission approving the 

PPA and unless the same is decided, the PPA cannot be signed. Therefore, he sought 

adjournment of proceedings till the PPA is signed between the parties after order of the 

Commission on the review petition. 

 

4. The Commission, therefore, agreeing with the submission of the respondent, directs the 

parties to submit the copy of signed PPA in terms of the approval granted by the Commission 

vide its Order dated 08.03.2019, within 15 days of the date of disposal of Review Petition No. 

HERC/RA-6 of 2019. Further, the proceedings in the instant petition for determination of Tariff 

shall be taken up after the receipt of signed PPA.” 

 
10. The case was next called for hearing  on 27.11.2019. Vide Interim Order dated 05.12.2019, the 

matter was adjourned sine die and the Commission ordered that the proceedings in the instant 
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petition for determination of Tariff shall be taken up after the decision of the APTEL in the 

matter of exit clause of PPA: 

“2. HPPC submitted that no PPA has been signed, till date, between the parties and further 

argued that an appeal in the similar matter has been filed in the Hon’ble Appellate Tribunal for 

Electricity against the Order of the Commission in petition no. HERC/RA-7 of 2019 and the same 

is pending adjudication. Therefore, HPPC sought adjournment of proceedings till the disposal of 

the said appeal.  

 

3. The Commission observes that in a similar case vide order dated 22.10.2019 (in Case no 

HERC/PRO-41 of 2018 and HERC/PRO-24 of 2017) in the matter of determination of tariff for the 

project Chuzachen of M/s Gati Infrastructure Pvt Ltd, it was decided as below: “6. The 

Commission, however, is of the considered view that since the exit clause, forming part of the 

initialed PPA submitted by HPPC, is under adjudication of the Hon’ble Appellate Tribunal for 

Electricity, it would be appropriate to await the resolution of the matter as without any PPA in 

place, determination of tariff is premature. Accordingly, the matter is adjourned sine die.”  

 

4. The Commission is of the considered view that these matters are of similar nature and 

therefore, it would be appropriate to await the resolution of the matter in the Hon’ble Appellate 

Tribunal. Accordingly, the matter is adjourned sine die.  

 

5. HPPC is directed to bring the matter to attention of this Commission as and when any 

judgement is pronounced by the Hon’ble Appellate Tribunal in the matter.” 

 
11. Hon’ble APTEL decided the matter vide order dated 29.07.2020, wherein the exit clause was 

approved and matter remanded back to Commission. The Commission approved the PPA and 
directed that signed PPA be submitted within four weeks. PPA between Dans and HPPC has 
been signed on 06.10.2020 and submitted to the Commission by HPPC vide letter dated 
09.10.2020. 

 
12. The case was next heard on 02.09.2020. Vide Interim Order dated 03.09.2020, some additional 

information was sought from the generator regarding tariff determination. Below is the extract 

of order and additional information sought by the Commission:  

 
“2. At the outset, the counsel appearing on behalf of the Petitioner reiterated that the petition is 

being filed seeking determination of tariff for the supply of electricity by the Petitioner in the 

State of Haryana from the aggregate capacity of 105.6 MW (96 MW plus 10% overload 

capacity) Jorethang Loop Hydro Electric Project situated at Jorethang, South/West District, 

Sikkim, pursuant to the PPA approved by the Commission vide its Order dated 08.03.2019 in 
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Case No. HERC/PRO-26 of 2017.  

3. The counsel for the respondent sought time to file their written submissions. Accordingly, two 

weeks’ time is allowed to the respondent to file their objections with an advance copy to the 

petitioner.  

4. The Petitioner is directed to issue public notice giving two weeks’ time as per requirement 

under Section 64 (2) of Electricity Act 2003. The Performa for the same is attached at Annexure 

A.  

5. In order to take a reasoned view on various components of tariff, the petitioner herein, is 

directed to provide to the Commission, the following information (Annexure - B) with supporting 

documents on Affidavit 

6. In light of the above directions, the matter is fixed for hearing on 29.09.2020. 

 

Additional Affidavit may be filed for the following information: -  

i) Revenue realized from sale of energy till the time power supply to HPPC commenced. Details 

of infirm power till the CoD of the project. 

ii) Details of actual Equity deployed and Loans at the time of CoD along with supporting details 

of actual institution wise loan drawls, interest and repayments year wise. Any expected 

benefits of reduction in interest cost of loan re-structing that may be under consideration. 

iii) Amount of depreciation already claimed post CoD of the project. 

iv) Actual Gross generation year wise and month wise, separately provide for actual auxiliary 

consumption and free power to the home state. Reasons for lower generation, if any, vis-à-

vis design energy. Details of secondary energy over and above the design energy especially in 

the monsoon season. 

v) Details of actual Gross Head, head loss and net head vis-à-vis envisaged in the DPR. Reasons 

for deviations, if any.  

vi) Head wise / sub-head wise details of project cost as envisaged in the DPR and actual as on 

CoD including the reason for deviations. 

vii) Details of un-discharged liabilities vis-à-vis the above. This may also include costs attributed 

to the costs other than on construction of dams / reservoirs / powerhouse and associated 

activities. This may include expenses on de-silting, damaged roads, plantations, pre-

operative – preliminary expense etc.  

viii) Detailed calculation of IDC claimed in line with the construction schedule. 

ix) Year wise break-up of actual O&M expenses incurred.  

x) Justification for head wise project cost escalation due to inflation / time – overrun claimed.  

xi) Details of annual average design discharge and actual discharge available at the turbine. 

Reasons for deviations, if any. 
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xii) Project Cost of HEP of comparable projects commissioned between 2012-2014 and admitted 

by CERC / SERCs for the purpose of tariff determination.  

xiii) As per the manufacture, kindly provide in (%): Turbine Efficiency, Drive Efficiency and 

Generator Efficiency and overall efficiency thereto at maximum discharge, minimum 

discharge and weighted average.  

 

13. In the next hearing on 29.09.2020, petitioner sought time to publish public notice and 
accordingly, vide Interim Order dated 29.09.2020, below was issued: 
 
“2. Petitioner stated that order dated 03.09.2020 was uploaded on website only on 21.09.2020. 
Intimation through E-mail regarding order was also received on 21.09.2020. Public notice has 
been prepared but is yet to be issued.  
3. The Commission directs the petitioner to publish the notice at the earliest. Matter to come up 
on 20.10.2020.” 

 
14. The case was next heard on 20.10.2020 and vide Interim Order dated 20.10.2020 passed in PRO 

32 of 2018, the case was adjourned and listed for final hearing on 30.10.2020: 
 
“2. The Ld. advocate, appearing for the petitioner, submitted that the mandatory public notice 
period inviting objections/comments/suggestions from any interested person/stakeholders 
issued by them under section 64(2) of the Electricity Act 2003 is yet to expire. Hence, the matter 
may be adjourned.  
 
3. The Commission has considered the facts and circumstances of the case and orders as under:  
 
i. The parties may file further reply/rejoinder/replications, if any.  
 
ii. Post the matter for final hearing on 30.10.2020 at 2:30 PM.” 
 

15. The case was scheduled for hearing on 30.10.2020 and later on 11.12.2020, which were 
adjourned till further orders. 
 

16. The final hearing in the case was held  on 02.02.2021 and the Order reserved. 
 

17.  The Commission has perused all the documents including reply / rejoinder / objections / 

comments filed by the parties available on record and after due deliberations on each issue, 

germane to the determination of tariff, passes the following Order.  

 

18. Regulations to be followed for tariff determination: 

 

 The Commission has perused the rival contentions of the parties regarding the norms / 

Regulations to be followed i.e. whether it ought to be the norms as per CERC Regulations, 2014 

as the petitioner has vehemently pressed for or the HERC norms as per the HERC MYT 

Regulations, 2012 as argued by the Respondent / HPPC. The Commission observes that the 

reliance placed by the Petitioner on Section 61 of the Act is misplaced as the same, as also held 

by the Hon’ble Apex Court as well as APTEL in catena of cases cited by the Respondent / HPPC 

that the said provision of the Act is merely directory in nature and cannot be termed as 
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mandatory. Further, the contention of the Petitioner herein that the MYT Regulations, 2012 is 

not applicable as the same was repealed without a saving clause, was also examined by the 

Commission at length.  The Commission observes that vide 2nd Amendment to the HERC MYT 

Regulations, 2012 dated 31.11.2018 , to ensure continuity  , the first control period was 

extended from 1st April, 2014 to 31st March, 2020 which also covered the period between 

1.04.2018 an 31.10.2018. Resultantly, the intention of the Commission was crystal clear which 

also squarely falls within the case laws cited by the Petitioner that a statute can have 

retrospective effect if it is stated so therein either expressly or by necessary implication.   

 

In addition to the above, the PPA between the parties approved by the Commission records the 

understanding that the tariff will be determined on the basis of relevant HERC MYT Regulations. 

 

In view of the above, the Commission is of the considered view that the applicable provision of 

the HERC MYT Regulations, 2012 shall form the basis for tariff determination. However, in case 

the HERC Regulations are silent on any issue germane to the tariff determination in the present 

case, the Commission shall take recourse to the inherent powers conferred on it by the 

Regulation 81.3 of the HERC MYT Tariff Regulations 2012 i.e. “nothing in these regulations shall, 

expressly or by implication, bar the Commission to deal with any matter or exercise any power 

under the Act for which no regulations have been framed, and the Commission may deal with 

such matters, powers and functions in a manner it thinks fit”.     

 

19. Capital Cost (Rs. Crore) 

S.N. Particulars 

Estimated Project 

Cost as per DPR 

(Aug, 2006)* 

Financial Closure 

Capital Cost (March, 

2010) 

Cost overrun 

Completed 

Capital Cost 

(Sept, 2015) 

HERC Admitted 

Capital Cost 

1 Civil Works 269.05 360.00 399.90 759.90 584.02 

 Geological issues/reasons   204.26  The Commission is 

not inclined to 

accept cost 

overrun except on 

account of 

geological 

surprises and 

change in taxes 

which are beyond 

reasonable 

control of the 

project developer. 

 Design/Scope changes   115.66  

 Delay in achieving COD   45.71  

 Other miscellaneous works   14.51  

 Change in Taxes   19.76  

2 
Electro Mechanical Equipment & 

Transmission Lines 
133.19 145.06 77.15 222.21 

167.50 

 Delay in achieving COD   29.99  The cost overrun 

on account of 

increase in cost of 

Electro 

Mechanical 

Equipment ought 

not to be allowed 

as the same was 

 Change in Taxes   10.71  

 
change in scope (GIS Bays & PGCIL 

consultancy) 
  16.73  

 Others   19.72  
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expected to be 

contracted up 

front and there is 

no plausible 

reason to accept 

cost overrun on 

account of 

“others.    

3 Land 5.55 4.04 0.15 4.19 

Rs. 4.19 Crore 

allowed as 

procurement of 

land was also the 

responsibility of 

Sikkim Govtt. 

hence, beyond 

the reasonable 

control of the 

project developer. 

4 

Preliminary & Preoperative Expenses, 

Advanced Infrastructure, Environment 

Mitigation & T&P 

25.89 35.20 75.70 110.90 

82.35 

 Delay in achieving COD   44.70  Delay in achieving 

CoD on this 

account and cost 

overrun for other 

items has not 

been considered 

as the same was 

within the 

reasonable 

control of the 

project developer 

 Geological Issues/reasons   2.45  

 Design/Scope changes   6.00  

 Other items   22.55  

5 Interest During Construction, etc. 41.32 78.30 332.02 410.32 228.39 

 Delay in achieving COD   302.36  IDC on account of 

increase project 

cost is un-

justifiable as it 

was within the 

reasonable 

control of the 

Petitioner. 

Further, the 

balance IDC has 

been restricted to 

three years.   

 Increase in Project Cost   29.66  

6 Contingency 0.00 2.50 -2.50 0.00 

Less infirm power 

of Rs. 0.60 Crore 

and un-

discharged 
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liability of Rs. 

5.10 Crore. 

 Total 475.00 625.10 882.42 1507.52 

Rs. 1060.75 Crore 

- capped at Rs. 

1000.67 Crore as 

agreed to by the 

Petitioner. 
 

A summary of cost overrun from Rs. 625.10 Crore as on the date of  financial closure in March, 2010 

to Rs. 1507.52 Crore as on CoD in September, 2015 is presented below:- 

Particulars Amount as claimed by the Petitioner 

Geological Issues/reasons 206.71  

Design/Scope changes 138.39  

Other Misc. Works/items 56.93  

Change in Taxes 30.47  

Increase in hard cost due to Delay in achieving COD 75.70  

Increase in IDC & Pre-operative Expenses due to Delay in achieving COD 347.06  

Increase in IDC due to Cost overrun 29.66  

Contingency Absorption (2.50) 

Total: 882.42 

 

It is observed that the Project attained financial closure in March, 2010 based on the actual award of 

works at 2008 price level , except for transmission line works, for which scheme was not finalized and 

an estimated cost of Rs.10 Crore was considered, the capital cost of the Project increased to 

Rs.625.10 Crore at the time of financial closure. The increase in project cost from Rs. 625.10 Crore as 

on the date of financial closure to Rs. 1507.52 Crore as on CoD was majorly on account of geological 

reasons and IDC. As against the cost overrun of Rs. 882.42 Crore submitted by the Petitioner, the 

Commission had restricted the same to Rs. 418.59 Crore. Resultantly, the revised Capital Cost, net of 

inform power and un-discharged liability,  works out to Rs. 1060.75 Crore as against Rs. 1507.52 Crore 

submitted by the Petitioner. As the Capital Cost estimated by the Commission as on COD is higher 

than the agreed ceiling Capital Cost, the Commission, for the purpose of determining tariff, has 

restricted the same to Rs. 1000.67 Crore i.e. the ceiling Capital Cost agreed to.  The purported cost 

foregone vis-à-vis Rs. 1507.52 Crore was never admissible by any standards / benchmarks.    

20. Comparative Capital Cost of HEP’S 

 

Comparative approved cost of hydro project as provided by the petitioner is tabulated below: - 

Project Company State Capacity (MW) CoD Approved 

Capital Cost 

(Rs. Crore) 

Rs Crore / MW Commission 

Pare NNEPCO AP 110 2018 1656.74 15.06 CERC 

Tuirial NEEPCO Mizoram 60 2017-18 817.27 13.62 CERC 

Teesta Low 

Dam III 

NHPC WB 132 2013 1870.73 14.17 CERC 
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Chutak NHPC J&K 44 2012-13 797.02 18.11 CERC 

Myntdu MECPL Meghalaya 126 2013 1286.63 10.21 MERC 

Srinagar 

Hydro 

GVK Uttarakhand 330 2013 4061.96 12.31 UPSERC 

 

It is evident from the table above, that the projects commissioned in the year 2013 to 2018 whose 

Capital Cost was approved by the appropriate Commission ranges from Rs. 10.21 Crore / MW to Rs. 

21.80 Crore / MW. However, given the distinct location of the projects including different hydrology 

and terrain, the same are not strictly comparable i.e. HEPs in J&K, Meghalaya, Uttarakhand and 

Sikkim (present case) cannot be compared. Nonetheless, the approved Capital Cost of Rs. 9.48 Crore 

/ MW in the present case is significantly lower despite the fact that the said project was 

commissioned in September, 2015.  

 

21. Financial Parameters  
 
28.1 Debt-Equity Ratio - The debt-equity ratio of 70:30 has been considered in terms of Regulation 

19.2 of the HERC Tariff Regulations 2012 for the purpose of tariff determination read with the 

proviso.  

 

The relevant regulation is reproduced below: - 

 

“19. DEBT EQUITY RATIO  
 
19.1 Existing projects - In case of the existing projects declared under commercial operation prior to 

1st April 2012, debt-equity ratio as allowed by the Commission for determination of tariff for the 

period ending 31st March 2013 shall be considered.  

19.2 New projects - For new projects commissioned or whose capacity is expanded on or after 1st 

April 2012:  

 

(a) A Normative debt-equity ratio of 70:30 shall be considered for the purpose of determination of 

Tariff;  

 

(b) In case the actual equity employed is in excess of 30%, the amount of equity for the purpose of 

tariff determination shall be limited to 30%, and the balance amount shall be considered as 

normative loan;  

 

(c) In case the actual equity employed is less than 30%, then the actual debt-equity ratio, subject to 

lower limit as per company law, shall be considered;  
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(d) The premium, if any, raised by the generating company or the licensee while issuing share capital 

and investment of internal accruals created out of free reserve, shall also be reckoned as paid up 

capital for the purpose of computing return on equity subject to the normative debt equity ratio of 

70:30, provided such premium amount and internal accruals are actually utilized for meeting capital 

expenditure and form part of the approved financial package. For the purposes of computation of 

return, the portion of free reserves utilized for meeting the capital expenditure shall be considered 

from the date the asset created is productively deployed in the business”.  

 

In the present case the loan at the time of CoD was about 68% of the Capital Cost, thereby as a 

corollary the funding of assets by way of Equity will work out to 32% i.e. more than the norm of 30%. 

The Petitioner, vide affidavit dated 1st September, 2020, has submitted the D/E Ratio as 59.86:40.14. 

The Commission has considered the submissions of the Intervener Shri Rampal has submitted that 

the D/E ratio is 79:21. As the Commission has downward revised the admitted Capital Cost, hence, in 

line with Regulation 19 (b), the Commission has considered the normative Debt: Equity Ratio of 

70:30. Equity in excess of the threshold limit has been considered as notional debt in line with the 

HERC MYT Regulations, 2012.    

 

3. Return on Equity (RoE) – RoE shall be considered, on eligible equity, in line with Regulation 20 

as reproduced below: -   

 

“20. RETURN ON EQUITY  

 

20.1 The rate of return on equity shall be decided by the Commission keeping in view the incentives 

and penalties and on the basis of overall performance subject to a ceiling of 14% provided that the 

ROE shall not be less than the net amount of incentive and penalty.  

 

20.2 Return on equity shall be allowed on equity employed in assets in use considering the following 

and subject to regulation 20.1 above:  

 

i. Equity employed in accordance with regulation 19.1 and 19.2 on assets (in use) commissioned prior 

to the beginning of the year; plus  

 

II. 50% of equity capital portion of the allowable capital cost for the assets put to use during the year.  
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Provided that for the purpose of truing up, return on equity shall be allowed from the COD on pro-

rata basis based on documentary evidence provided for the assets put to commercial operation 

during the year.  

 

20.3 Return on equity invested in work in progress shall be allowed from the actual date of 

commercial operation of the assets.  

 

20.4 There shall be no Return on Equity for the equity component above 30%”. 

 

In view of the above, the Equity eligible for RoE has been restricted to 30% of the admitted capital 

Cost and RoE at 14%. This shall allay the fear of the Respondent as well as the Intervener that 

significantly higher RoE claimed by the Petitioner at 16.50% ought not to be allowed.   

 

4. Operation & Maintenance Expenses (O&M) – O&M expenses have been defined at regulation 

3.35 of the HERC Tariff Regulation 2012 as expenditure incurred on operation and maintenance of 

the generating plant or transmission system or distribution system, as the case may be, including 

part thereof, and includes the following expenditure:  

 

5. a. Employee cost (EC)  

6. b. Repair and Maintenance (R & M) expenses;  

7. c. Administration and General (A & G) expenses;  

 

Further, regulation 34.5 (b) of the ibid regulations provides that “For determining O&M expenses, 

the audited O&M expenses for the financial year 2011-12, subject to prudence check, shall be 

escalated at the escalation factor of 4% to arrive at the O & M expenses for the base year. The O&M 

expenses for the subsequent years shall be determined by escalating the O & M expenses of the base 

year at the escalation factor of 4% per annum to arrive at permissible O & M expenses for each year 

of the Control Period”. Hence, in order to arrive at allowable O&M expenses the audited accounts of 

the generator shall be relied on with annual escalation of 4%.   

 

In the present case the project was commissioned only in November, 2017 (FY 2017-18, hence, the 

Audited Accounts for the base year FY 2011-12 will not exist. The petitioner has submitted that the 

base year may be considered as the FY 2018-19 for which audited accounts have been submitted 

and the O&M cost reflected therein may be increased by an amount of Rs. 1.62 Crore towards 

annualised expenses of major O&M at periodic interval of 5 Years and Rs. 0.40 Crore annual 

maintenance expenses payable for 2 Nos bays to the PGCIL.  Consequently, the portioner has sought 
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base O&M expenses of Rs.22.56 Crore, for the base year i.e. (20.54+1.62+0.40). While the 

Respondent / HPPC has argued that the same ought to be considered as per the relevant Regulations 

of the HERC as already reproduced earlier in the present Order. After, due deliberations the 

Commission has considered Rs. 20.54 Crore as the base year O&M expenses along with 4% annual 

escalation going forward. This also addresses the concerns of the Respondent as well as the 

Intervener that the petitioner has proposed higher O&M cost and escalation thereto.  

 

8. Interest on Loan Capital – The relevant regulation occupying the field is reproduced below: 

 

“21. INTEREST ON LOAN CAPITAL  

  21.1 Existing loans  

 

(i) Interest on loan capital shall be computed loan-wise for existing loans arrived in a manner 

specified in Regulation 19 and shall be as per the rates approved by the Commission.  

 

(ii) The loan outstanding as on 1st April of each financial year shall be worked out as the gross loan in 

accordance with regulation 19 by deducting the cumulative repayment as admitted by the 

Commission up to 31st March of previous financial year from the gross normative loan;  

 

(iii) The rate of interest shall be the weighted average rate of interest on institutional loans 

calculated on the basis of the actual loan portfolio at the beginning of each year applicable to the 

project. In case the weighted average rate is not available, the interest rate approved by the 

Commission in its earlier tariff order shall be allowed. 

Provided that if there is no actual loan for a particular year but normative loan is still outstanding, 

the last available weighted average rate of interest shall be considered;  

Provided further that if the generating plant/project does not have actual loan, then the weighted 

average rate of interest of the generating company/licensee as a whole shall be considered.  

 

(iv) The interest on loan shall be calculated on the normative average loan of the year by applying the 

weighted average rate of interest;  

 

(v) The generating company and the licensee shall from time to time review their capital structure i.e. 

debt and equity and make every effort to restructure the loan portfolio as long as it results in net 

savings on interest. The costs associated with such re-financing shall be borne by the beneficiaries 

and the net savings (after deducting the cost of re-financing) shall be subjected to incentive / penalty 
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framework as mentioned in the regulation 12 which shall be dealt with at the time of mid-year 

performance review/true-up.  

 

(vi) The changes to the loan terms and conditions shall be reflected from the date of such re-

financing and benefit passed on to the beneficiaries;  

 

(vii) In case of any dispute relating to re-financing of loan, any of the parties may approach the 

Commission with proper application along with all the relevant details. During the pendency of any 

dispute, the beneficiaries shall not withhold any payment on account of orders issued by the 

Commission.  

 

(viii) In case any moratorium period on repayment of loan is availed of by the generating company or 

the licensee, depreciation provided for in the tariff during the years of moratorium shall be treated as 

repayment during those years and interest on loan capital shall be calculated accordingly.  

 

21.2 New loans (on or after 1st April 2013)  

 

(i) Rate of interest on new loans shall be equal to the base rate of SBI as applicable on 1st April of the 

relevant financial year plus an appropriate margin that realistically reflects the rate at which 

generating company or the licensee can raise loans from the market. They shall however, be required 

to submit due justification to the Commission for the terms and conditions of the loans raised by 

them.  

 

Provided that interest and finance charges on works in progress shall be excluded and shall be 

considered as part of the capital cost;  

 

Provided further that neither penal interest nor overdue interest shall be allowed for computation of 

Tariff. 

  

(ii) Any variation above or below the allowed interest rate shall be subject to the incentive and 

penalty framework specified in regulation 12.  

 

(iii) The amount of loan shall be arrived in the manner as specified in regulation 19 and shall be based 

on the approved capital investment plan.  
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(iv) In case any moratorium period on repayment of loan is availed of by the generating company or 

the licensee, depreciation provided for in the tariff during the years of moratorium shall be treated as 

repayment during those years and interest on loan capital shall be calculated accordingly.  

 

21.3 The interest computation shall exclude interest on loan amount, normative or otherwise, to the 

extent of capital cost funded by Consumer Contributions, Grants or Deposit Works carried out by 

Transmission Licensee or Distribution Licensee or Generating Company, as the case may be.  

 

21.4 Interest shall be allowed on the amount held as security deposit held in cash from Transmission 

System Users, Distribution System Users and Retail consumers, at the Bank Rate as on 1st April of the 

financial year in which the petition is filed provided it is payable by the transmission/distribution 

licensee”.  

 

The Commission shall compute interest on eligible loan(s) restricted to 70% of the admitted Capital 

Cost in the present Order. Further, the benchmark prime lending rate in the year 2013 was about 

14.45% which is significantly higher than the rate of interest for the loans drawn by the Petitioner 

from various lending agencies i.e. ranging from 12.30% to 14.40%. Consequently, the Commission 

for the purpose of tariff determination has considered the rate of interest on term loan at the 

average rate of 13.90% as estimated form the loan details filed by the Petitioner.     

 

9. Computation of Working Capital and Interest thereto – As per the provisions of regulation 

22.1 (III) for hydro power plants working capital computation shall be a) Normative O&M expenses 

for one month, b) Maintenance spares @ 7.5% of normative O&M expenses and c) receivables 

equivalent to fixed cost for one month. Further, the rate of interest on working capital so computed 

shall be as per regulation 22.2 i.e. “Rate of interest on working capital shall be equal to the base rate 

of SBI as applicable on 1st April of the relevant financial year plus an appropriate margin that 

realistically reflects the rate at which the generating company/licensees can raise debt from the 

market”. Consequently, interest on eligible working capital shall be accordingly computed. The 

interest rate on eligible working capital has been restricted to 12% as the same ranged between 

11.36% (SBI) and 12.65% (PNB) as per the information placed on record by the Petitioner.  

 

10. Depreciation – Regulation 23 of the HERC Tariff Regulations, 2012 provides that the 

depreciation shall be calculated as under: - 
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“23. DEPRECIATION  

 

For the purpose of tariff determination, the depreciation shall be calculated in the following manner: 

-  

(a) The value base of asset shall be the historical capital cost of the asset as admitted by the 

Commission. The historical capital cost shall include additional capitalization including foreign 

exchange rate variation, if any already allowed by the Commission up to 31st March of the relevant 

year.  

 

(b) The residual value of the asset shall be considered as 10% and depreciation shall be allowed up 

to maximum of 90% of historical capital cost of the asset; however, given the fact that the present 

project as per IA with the Sikkim Govtt. has to be transferred to the State Govtt. Hence, for the 

project developer there is no salvage value as such. Resultantly, the admitted capital cost by the 

Commission has been considered for the purpose of depreciation.  

 

(c) Depreciation shall be calculated annually over the useful life of the asset at the rates specified in 

Appendix II up to 31st March of the 12th year from the date of commercial operation of the asset. 

From 1st April of 13th year from the commercial date of operation of the asset, the remaining 

depreciable value if any out of the 90% of the capital cost of the asset shall be equally spread over 

the balance useful life of the asset.  

 

The deprecation rates given in Appendix-II will be applicable w.e.f. 1.04.2013 only. The depreciation, 

in case of existing assets, up to 31.03.2013 shall be considered as already allowed and shall not be re 

– visited. The deprecation rates as per Appendix-II for such assets shall be applicable w.e.f 1.04.2013 

up to 12th year from the date of COD.  

 

(d) Land shall not be considered as a depreciable asset and cost shall be excluded from the capital 

cost while computing depreciable value of asset.  

 

(e) Depreciation shall be chargeable from the first year of commercial operation. In case of 

commercial operation of the asset for part of the financial year, then the depreciation shall be 

charged on pro rata basis;  

 

(f) Depreciation shall not be allowed on assets (or part of assets) funded by consumer contribution 

(i.e., any receipts from consumers that are not treated as revenue) and capital subsidies / grants. 

Provision for replacement of such assets shall be made in the capital investment plan”.  
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In the present case depreciation shall be calculated accordingly.   

 

11. Computation of Tariff – The relevant regulation is reproduced below: - 

 

“34.5 Computation of tariff  
 
(a) The tariff shall be single part comprising only of an energy rate in terms of Rs. /kWh of energy 

generated on an annual basis. The annual expenses will consist of: - 

 (i) Interest and financing charges on loan capital,  

(ii) Depreciation  

(iii) Return on Equity,  

(iv) Operation and maintenance expenses, and  

(v) Interest on working capital.  

(vi) Foreign exchange rate variation  

(vii) All statutory levies and taxes, if any, excluding taxes on income 

 

The energy rate in terms of Rs/kWh will be determined by dividing the amount (in Rs) arrived at as 

above by energy sent out net of auxiliary energy consumption and free power to the home State (in 

kWh) in the financial year. The same has been calculated based on the design energy net of auxiliary 

energy consumption approved by the Commission and free power to the home State.  

 

(e) The payment of charges shall be on a monthly basis. The energy charges shall be payable by the 

beneficiary at the levelized tariff for the total energy supplied during the month on ex-power plant 

basis at the computed levellised rate (Rs./kWh). 

 

In line with the above, the tariff recoverable by the generator shall be the levelized tariff of Rs. 

4.34 / kWh as worked out after discounting the year to year tariff / rate in terms of Rs/kWh as per 

Annexure ‘A’ attached with the present Order. Provided in case the actual gross generation exceeds 

the design energy considered by the Commission in the present Order, on an annual basis, for such 

secondary energy no tariff shall be admissible for such energy generated and supplied to the 

beneficiaries in Haryana.   

 

22. Design Energy: 

 

The Commission observes that the HEP capacity is 105.60 MW including 10% continuous overload 

(96 MW + 10%). The design energy, as submitted by the Petitioner as per the DPR is 445.70 MU s per 
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annum. The Petitioner has further submitted that the actual average gross generation during the five 

years post COD has ranged between been 388.70 MUs (2016) to 429.30 MUs (2018). Hence at the 

maximum gross generation the project has been able to achieve about 96% of the design energy.   

The slippage could be on account of a combination of factors including lower water availability, high 

PPA, reduction in net head etc. However, to avoid any additional loading on tariff, the Commission 

has considered it appropriate to estimate tariff at the design energy of 445.70 MUs adjusted for 1% 

Auxiliary Consumption and mandatory free power to the home State in terms of the Implementation 

Agreement (IA) entered into by the HEP developer and Sikkim Government to arrive at the net 

saleable energy to HPPC / Haryana at the Generator’s bus. The Commission has considered the 

objections of the intervener including HPPC on the issue of RoE, Rate of Interest, O&M escalation 

etc. claimed on the basis of CERC Regulations. It needs to be noted that this Commission is bound by 

its own Regulations. Hence, the same shall prevail. Further, the proceeds from infirm power, prior to 

CoD as well as the un-discharged liabilities have been reduced for arriving at the admitted Capital 

Cost.  

 

Additionally, it is observed that the project attained CoD in September, 2015 (FY 2014-15). Thus, the 

project has been in operation for over five years now. Given this fact, the options available to the 

Commission is to consider loans already paid, depreciation already claimed and adjust the year to 

year tariff proportionally. Alternatively, the year to year tariff can be worked out for the entire life of 

the project and the effective tariff payable shall be the levelized as per the present Order. The 

Commission, after due deliberations, is of considered view that the second option will be more 

transparent and fairer to both the parties. Hence, year to year tariff has been worked out for the 

entire life of the project and then levelized using the discounting factor.  

 

The Commission notes that the actual gross generation has been lower than the design energy on a 

sustained basis, hence, the petitioner is entitled for revision in the design energy after following the 

due procedure. In such circumstances the ceiling tariff agreed upon by the parties will be of no 

significance. The parties, in line with the terms of PPA, may take a call on the ‘exit option’ within 30 

days under intimation to the Commission.  

 

The petition is accordingly disposed of. The approved levelized tariff estimated on the basis of year 

to year tariff shall be as per Annexure – A of the present Order.  This Order is signed, dated and 

issued by the Haryana Electricity Regulatory Commission on 27th April, 2021. 

 

Date: 27.04.2021      (Naresh Sardana)                      (Pravindra Singh Chauhan) 
 

Place: Panchkula           Member                                       Member             
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ANNEXURE – A 
 

Year 
Deprecia

tion  
Rs. Crore 

O&M 
Expenses 
Rs. Crore 

Interest 
on Loan 
Rs. Crore 

Return on 
Equity               

Rs Crore 

Interest on 
working 

capital Rs. 
Crore 

Total Fixed 
Charges    
Rs Crore 

Salebae Energy 
after AuxC and 

12% & 15 
%Free Power to 

Home State 
MUs 

Tariff        
Rs/kWh 

Discounting 
Factor 

Discounted 
Tariff 

(Rs/kWh) 

1 28.02 22.84 88.97 42.03 2.28 184.13 388.29 
                   
4.74  1.00 4.74 

2 28.02 23.75 85.37 42.03 2.27 181.43 388.29 
                   
4.67  0.88 4.13 

3 28.02 24.70 81.77 42.03 2.26 178.78 388.29 
                   
4.60  0.78 3.59 

4 28.02 25.69 78.17 42.03 2.25 176.16 388.29 
                   
4.54  0.69 3.13 

5 28.02 26.72 74.58 42.03 2.24 173.59 388.29 
                   
4.47  0.61 2.72 

6 28.02 27.79 70.98 42.03 2.24 171.05 388.29 
                   
4.41  0.54 2.37 

7 28.02 28.90 67.38 42.03 2.23 168.56 388.29 
                   
4.34  0.48 2.06 

8 28.02 30.06 63.78 42.03 2.23 166.12 388.29 
                   
4.28  0.42 1.80 

9 28.02 31.26 60.18 42.03 2.23 163.72 388.29 
                   
4.22  0.37 1.57 

10 28.02 32.51 56.59 42.03 2.23 161.37 388.29 
                   
4.16  0.33 1.36 

11 28.02 33.81 52.99 42.03 2.23 159.08 388.29 
                   
4.10  0.29 1.19 

12 28.02 35.16 49.39 42.03 2.24 156.84 388.29 
                   
4.04  0.26 1.03 

13 28.02 36.57 45.79 42.03 2.24 154.65 388.29 
                   
3.98  0.23 0.90 

14 28.02 38.03 42.20 42.03 2.25 152.52 388.29 
                   
3.93  0.20 0.78 

15 28.02 39.55 38.60 42.03 2.26 150.45 388.29 
                   
3.87  0.18 0.68 

16 28.02 41.13 35.00 42.03 2.27 148.45 375.06 
                   
3.96  0.16 0.62 

17 28.02 42.78 31.40 42.03 2.28 146.51 375.06 
                   
3.91  0.14 0.54 

18 28.02 44.49 27.81 42.03 2.29 144.64 375.06 
                   
3.86  0.12 0.47 

19 28.02 46.27 24.21 42.03 2.31 142.83 375.06 
                   
3.81  0.11 0.41 

20 28.02 48.12 20.61 42.03 2.33 141.10 375.06 
                   
3.76  0.10 0.36 

21 28.02 50.05 17.01 42.03 2.35 139.45 375.06 
                   
3.72  0.08 0.31 

22 28.02 52.05 13.42 42.03 2.37 137.88 375.06 
                   
3.68  0.07 0.27 

23 28.02 54.13 9.82 42.03 2.39 136.39 375.06 
                   
3.64  0.07 0.24 

24 28.02 56.29 6.22 42.03 2.42 134.98 375.06 
                   
3.60  0.06 0.21 

25 28.02 58.55 2.62 42.03 2.45 133.67 375.06 
                   
3.56  0.05 0.18 

26 30.02 60.89 0.00 42.03 2.51 135.45 375.06 
                   
3.61  0.05 0.16 

27 30.02 63.32 0.00 42.03 2.58 137.95 375.06 
                   
3.68  0.04 0.15 

28 30.02 65.86 0.00 42.03 2.66 140.56 375.06 
                   
3.75  0.04 0.13 

29 30.02 68.49 0.00 42.03 2.73 143.27 375.06 
                   
3.82  0.03 0.12 

30 30.02 71.23 0.00 42.03 2.81 146.09 375.06 
                   
3.90  0.03 0.11 

31 30.02 74.08 0.00 42.03 2.90 149.03 375.06                    0.02 0.10 
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3.97  

32 30.02 77.04 0.00 42.03 2.98 152.08 375.06 
                   
4.05  0.02 0.09 

33 30.02 80.12 0.00 42.03 3.07 155.25 375.06 
                   
4.14  0.02 0.08 

34 30.02 83.33 0.00 42.03 3.17 158.55 375.06 
                   
4.23  0.02 0.07 

35 30.02 86.66 0.00 42.03 3.27 161.98 375.06 
                   
4.32  0.01 0.06 

Total 1000.67 1682.22 1144.86 1470.98 85.81 5384.54 13325.6   8.47 36.74 

                      

                  Levelized 4.34 

                  Rs/kWh   

 
 


