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CENTRAL ELECTRICITY REGULATOREY COMMISSION
4 Floor. Chanderlok, 38 Janpath, NEW DELHI- 110001
PH.23353503 FANL.227R3923

Ref: Pelilion No.154,/2010 dated 10.4. 2010

fo,

Shi Subhash Sanyal

Chiel Engineer [PMA C)

Matienal Hydreelectric Developrnant Corparsite i Lid,
WHEC Parisar,

Shyomala Hills,

Bhopal-462013 {MP.)

SIF,
Sub: Pefition No.154/2010- Felition for approval of gensnaton

tariff for Indira Sagar powe station (Bx125 MW) w/c 7917

of the ‘CERC |Conduc! «f Business) Regulafions, 79¢

and u/c 7%(1)a) of the "Zlecircity Act, 2003

On scrutiny of your pefition for apo-oval of generction tarifi for the
period 2009-14, bosed on the CERC Merms and Ceonditicne of Tariff)
Regulafions, 2009, it is observed that o prover has olso been macde tor
revision of fixed charges aiter conside -3 the impact of cdditonal
capitalization for the perod 200809, in terms of the CERC (Term: and
Conditions of Tarff) Regulations, 2004,

Since the determination of tarff for (e period 2004-09 ond 2009-14
respectively, is governad by twa differe~! el of regulations specified &Y
the Commissian, it s advised that the claim: for addifional capitalizofion
for 2008-09 may be filed through a seporiio application, with appropriate
fees, for consideration of the Commissior.

The petition for detsrmination of tarid for the period 2009-14 may
accordingly be modilied, and resubrmitied for considerction of the
Commission, Copy of the amended petitions may also be served on the
respondents ond proof submitied.

Further action will be taken in the n: Cer after complionce with the
above, \1\ /
Ll B.Sreakummcl
he D Assistant Chief {122l

¢ DAL Pnf L) =T
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CENTRAL ELECTRICITY REGULATORY COMMISSION
NEW DELHI

Coram:

1. Shri R.Krishnamoorthy, Member

£, 5hri 5.Jayaraman, Member

1. Shri V.5.Verma, Member
Petition No. 33/2009

In the matter of
Approval of revised fixed charges on account of additional capitalizaton for the

period 25 82005 to 31,.3.2009 in respect of Indira Sagar Hydroelectric Project (B x 125
M)

And in the matter of

Marmada Hydroelectric Development Corporation Ltd - . Petitioner
g
1 Madhya Pradesh State Electricity Board, Jabalpur
2 Narmada Valley Development Depariment, Bhopal ..... Respondents

The following were present
1.Shri Rajeev Sachdeva, NHDC
2.5br 5.5anyal, NHDOC

3.5hri Anurag Seth, NHDC

4 Shri M.Shivkumar, NHDOC
5.5hri Ashish Jain, NHDC

B.5hri Ranjan Satapathy, NHOC
7.5hri 0.0 Khandehwal, MPEFTCL
£.5hn 5.K Khiani, NVDD, GoMP

DRDER
(DATE OF HEARING: 12.5.2009)
This pethon has been filed by the petiioner, Marmada Hydroslectno
Ceveloprment Corporation Ltd, (NHDC) for approval of revized fixed charges on account

of additional capitalization for the perod 258 2005 to 31.3.2008 in respect of Indira



Sagar Hydroelectric Project (8 x 125 MW) (hereinafier referred to as “the generating
station”} based on the Central Electricity Regulatory Commission (Terms and

Conditions of Tanff) Regulations. 2004 (hereinafter referred to as “the Z004
regulations”). The petitioner has made the following specific prayers

{a} The Hon'We Commizzion may re-delermine and revise the fingl fixed charges on
spoount of addifional capitahzation of lndi| Sagar Project for the penod 25-05-2005 o
31-3-2000, a5 per para-24,

by NHDG may be affowed by the Hon'lble Commission fo raise arear il for the recovery of
revized fnal fived charges as per para-24 for the penod (rom 25-5-2005 orwards along
wirly interest (0 6% pa. on diference amownt 85 per CERC Reguiainns

fe) NHDC may e alowed o bW the beveficianes for consequent iNereases i levis, faxes,
duties, cess ole. (lesluding MAT]

(o} Conseguant moreasa mr S eentive for the penod froem 25-08-2005 omward may be
affowed (o recovar from the beneliciry

{e} The Honble Commizson may takes the coghizarce of (he facts merfoned in para-11 &
12 and may allow i fufure, the future addfional capitaization beyond 27-3-20080 The
now anficifated project complelion cosf s Rs:44171.87 Cr, whilch woold requine further
addiional capitalizatinn of Re 20563 or ws-a-ws re-delermminalion of fived charges, az
per applicabie the CERC Reguialions, the same may also be allowed ar heing fed wn
e eourss af Hme

(] The Hon'tie Commission may fake he cognizance of para-22 and pass such arder as
deemed it & prooer and o alow NHDC for rasing dhe bt on NVDD, GoMP o recover
O&N Cxpanzes perlaning 1o mgation carmporenl. Simfady, NHDC may also be
attowend for rauzirg the bitts an SESNAL fhraogh NVDD, GoMP o recover Q&M Exponsoes
penfaiming fo SSP componenl. The Hon e Sommission may atso dires! GoMP o act az
A Nodal Agency belween MHOC and GoG/S5NNL for this purposs.

fa) The ather fenms & condiicns promounced i bhe final fanlf orded daled &-2-2007 of
Hiow ble Commissian iy Palition Mo 1 T82005 may be allowed lo remain apmicalyo.

{hl Pass such order and further orderovders, as are deemed it and proper in e facls amd
oircumstances of the case,

2 The generating station comprises of three units, of which Unit | comprises dam
and appurtenant works, Unit || comprises irrigation system and Unit 1l is dedicated to
power generabion. Umit | is common to both power generation and wrrgation system. Unit

Il comprises power station with installaton of 8 machines each of 125 MW installed



capacity, associated water conductar system and switchyard The tarff far the

generating station for the period from 142004 to 31.3.2000 was approved by the

Commession by order dated 6 2.2007 in Petition No.119/2005 based on the capital cost

of Rs.294991.98 lakh as on 24 82005. The annual fixed charges approved are as

-86 -

under:
___________iRsmlokh)
1.4. 3604 7.7 2004 01112008 07.1.2008 | 2022008 | 01.4.7005 | 26.2.200% 2MS-57 | 200704 I0NE-05
Particulars fo 2E.7.2004 | o tar to 1o ta 1o
0004 | 012008 PRLOZ00E | 3112006 | 24.8.2008 | 3900006 | il
Cenrescation GhE. 70 LA T, TELE R EN 7245 56 3024 07 637T3ED | BITIED | GaT3AD
“Inbeanst an [[IEET] 1888 61 TERY.02 | 246320 | G164 4035 75 BIGHEE | 19436 50 | V264237 | T1542.64
kaan
Retumon | 2367 84 2300 25 1520 04 FEELE:T 75 48 ERED G TR RE TEE0S 20 | 15605.20 | 15004 00
_Enuaky
Afvanca o R[] ] 000 oo oAar (7] .0 195340 | ronizg
Ay
| Deprecaton
Inberresst an 154 20 150 BB 126 54 155 e ] 37127 Gam.27 105553 1002 BF | 1ZiD 14
Working
|_Capiial
O&M GH2 H2 £t 51 537 54 T, 04 2idi 166101 PR 455108 | &fi2dz | 400 At
| Expensan .
TOTAL EU43. 77 5820 A1 BOI& 6Y (e PR o i 14625, 30 24nhg 33 A120F 30 £JVTRTH 4TTR4 03
FiF 0.7RE5 08585 08545 08610 .07 26 0. 8503 10000 1.0000 16006 | 10000
:;::al 455068 S0A5.ER 4ETT.26 £113.38 175.78 140ERAZ | 488622 | AZ0Z30 | 4217RT6 | 4776408
Charges

3.

4.

Feply to the petition has been filed by the respondents

DDITIONAL CAPITALISATION

Regulation 34 of the 2004 regulations provides for considering the addifional

capital expenditure for tariff purposes as under

1) Thee folfowang capial expendduee withie N orkgieal scope of work actuaslly incotied afler Mo oale
of commercial operation ard up lo e ool off dale may be admified by the Comenssion subject o

prudance check
fip Deferred liabiilies.
il Warks deferred for xecuton,

fail

Frocarerment of il caplal spares v the onginal scape of works sulject fo celing
spaciiad W regtation 33




{ie] Liabifies fo mes! award of arbifralian ar in complancs of the order or decree af a oo,
and

v Chr accoun! of chamge i law

Frovided that onigingl scope of works along with eslimates of expenditure shall be sutwmitied
ainng with (he appication for provisional ol

Frovided further that a st of e defered habities and works defermed for execution shall be
submiited afong with the spplficalfon for fnal tadff affer the dafe of commersial operaion of
gofreraling sfation

{2 Subypct lo the prowision of clause (3) of this reguiation, the capital expendiiurg of ihe
Fellowing rature actually incurred affer the cut off date may be sdimiited by the Commissin
stbfec! to predence check:

{i Deferred Mahihes relating fo workssenaces within the anqiral Scope of work,
fu) Liahities fo meel award of arbiralion or o compiiance of e order or decree of a cowr,
faii) On aceount of shange i law, and

{iv) Ay additional workssonies wiich hag become necessary for efficient and sucocessiul
aperation of plagst but nol imcluded i e ovigical capital cost,

{3) Anp expendiuie ncured on acodig mindr femesfassels ke lools and (ackies, personal
computers,  fumiure, af-condtioners, volfage siabiizers  refogerafors. coolers, fans T W
washing machine, heal-conveslors, maltresses, campels,  ahe brodght afier the ol off dale shal
ol be considered for addiipnal capialization far defermination of famlf with effect from 1.4, 2004

Nate
The fist e itvwis be ilhstrasioe avd b exhassine

(4] Impect af addiional capitaisation & tanlf rewson may be considered by e Commsson
fwice i g farlf perion, incliaing revision of faoff after B ool off date.

Note 1

Any axperdiure admilled on accourt! of commitled kabiities withirr e ongnal Sscope of Wk and
it expaendiure deferred on fechno-ecanonie gromeds ol falimg willtin o angingl Scopo of Witk
Strail e Servicod i e norimgiive debl-eguily oo sooecfied i reguiation 36

MNote 2
Any expendifeng on replacement of ol aszals shall b congiderad affer wriling off fhe grozs value
of the anginal assats from he ohginal capial cosl, except such dems as are isfed in Clausze (3) of

s regulatioe
Note 3

Any sxpenditure admiffed by the Commission for deferminaton of taniT an aocodnd of rew works
mal in He onginal scope of work shall be senvced in the normative delil-equity ralio specified i

requdaiion 36
oy
I
i
i
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Nate 4

Any expendifure admitted on renovation and modemization ard Me extension shal e
senviced o hormalive debl-equity rabie gpecified in regeiation 36 aifer witing off e anginal
amount of the replaced assels frov the orginal capdal cost,”

] Before considering the petitioner's claim for additional capitalization, we deal with
the issue of mainteinability of the pebtion, raised by the first respondent. MPPTCL. The
first respondent pointed out sub-clause (4) of Regulation 34 of the 2004 regulations
which provides for revision of tariff by the Commission twice in a tanff peried, on
account of additional capitatization. inciuding revision of tanff after the cut-off date and
submitled thal retrospective revision of tariff after expiry of the tanff period cannot be
permitted. The first respondent has also submitted that the Central Electricity
Regulatory Commissicn (Terms and Conditions of Tariff) Regulations. 20089 are in
vogue and the petition which has been filed now should not be considered, as there
existed no provision in the 2004 regulations to claim additional capital expenditure
dunng the next tanff period. The first respondent submitted that in terms of the
obseryations of the Hon'ble Supreme Courl in its judgmen! dated 332009 in CTA
No 111002007 (UPPCL-v- NTPC & others), the prayer of the pefitioner for revision of

annual fixed charges should not be considered.

G In response, the petiioner submitted that it has filed the petition, In terms of the
liberty gramted by the Commission in para 18 of the order dated 6.2 2007, The pstitioner
gizo submitted that the capital expenditure bayond 256.8 2005 was incurred mainly on

account of the execution of balance R&R works, as per the order dated 8.9.2008 of the

oy

i



Hon'ble High Court af Madhya Pradesh, in WP Mo 302272005, which had allowed filling
of the Indira Sagar Reservoir upto EL 260.0 m, acquisition of properties beyond FRL
upto backwater level and compensaftion to affected families. to meet the deferred
liabilities, works deferred for execution ebtc within the original scope of work, The
petitioner further submitted that the addiiomal capital expendifure amounting to
Rs. 32863 lakh had been incurred after the date of commercial operation upto 31.3.2008
and the tariffi has been worked out based on the parameters admitied by the
Commission in lts order dated 6.2.2007 The petitioner submitted that it filed the petiion
in terms of sub-clause (4} of clause 34 of the 2004 regulations and prayed that the

objections of the first respondent be rejectad.

7 The present petition pertains to the approval of the revised fixed charges from
1.4 2004, on account of additional capitalization for the period 25.8.2005 to 31.3.2006,
and for the years 2008-07 and 2007-08 in respect of the generating slation. As
submitted by the petitioner, the Commission in its order dated 6.2.2007 had observed
as under

“18 The peftioner has sutmitted that after the date of commersial operation of e generaing station,
axpeiditore o te balance el over works /& anticipaled fo be Bs 31295 fakh. The pefiticner may
appvoach tive Commission for revision of fanf, i so sdvised, afer the anlicipaled expenlume is
capitaised fa e covsidesed wnder Regidation 34 of the 2004 regquighions”

B. In our view, the argument of tha first respondent overiooks the specific provisions
of ¢lause (2) of Regulation 34, according o which certain kind of expenditure incurred
can be allowed Lo be capitalized, after the cut-off date. Clause (4) of Regulation 18 limits

revision of tariff to two occasions during the tarff peniod 2004-09  This is for the first

i
3



time that the petitioner has sought revisicn for the tariff period 2004-09 and In that view

revisian of tariff is admissible under tha 2004 regulations.

] In wiew of the above. the contention of MPPTCL is rejected. We now consider the
petitioner's claim on merits. The additional capital expenditure ciaimed as per books of

accounis is as under

{H5 m lakh)
25.08.2005tc | 2006-07 | 2007-08
L 31.03.2008
Additional capitalization as per books of 6E3IZ.01 10568.%0 16862.92
Accounts (A) . _
| Exclusion
_Minor assets {Regulation 34 (3)) .00 .00 T3.24
_Deletion of Minor assets (Regulation 34 (3]) 0o 0.00 0.00
FERY 000 0.00 0,00
Assets not In use as on 31" March of the 0.00 0,00 Q.00 |
WS
#Assets ransferred to head 'Assets not in use’ 0G0 .00 0.00
Deleton zgainst capilal spares capitalized 0.04 0.0 0.00
during 1he years 2006-07 and 2007-08 . —=— )
Total Exclusion (B) 0.00 0.00 7334
Additional capital expenditure C={A)4{B) 6832.01 10568.90 |  15488.57

Minor assets (Regulation 34(3}

10, Interms of clausa (3) of Reguiation 34, the patitioner has exciuded an amount of
Rs 7334 lakh for the year 2007-08. against minor assefs ke furniture and fistures,
computers, pnnters, air coolers, fax machines, exhaust fans, binoculars, almirahs, etc
This amount of Re.73.34 fakh includes an amount of Rs.54.31 lakh towards power
components and Rs 1903 lakh towards other companants, In view of this, the exclusion

aof an amount of Re. 54 31 lakh iz allowed

11 The Commission during the hearing on 12 52008 directed the petitioner o

furmish the detailed categorization and consolidation for each asset under different



clauses of Regulation 34 of the 2004 regulabons for which capitalization has been
claimed, with proper |justification The petiticner by its affidavit dated 27 5.2009 has
submitted details of capitalization of items under different clauses of Regulation 34 of

the 2004 regulabons. The year-wise and category-wise break-up of the additional

expandiiure claimead by petitioner 15 as under;

[R5 in lakhj|
25.08.2005 to

Farticulars 31.03 2006 2006-07 2007-08
Defered lizbllities -(Regukation 34 377448 1584 24 0.0
A1)

‘Works deferred for executon- A057.56 2053 65 0.0
{Regulation 34 (1) {ii}}

Procuremant of initial capital spares 0.00 2111 000
walhin the original scope of work -

{Regulation 34 {1) () ___

Deferred liabildies relating to 000 0.0o Sf2.29
warkaigervices within the orginal
soope of work-(Regulation 34 (2} (1))

“Lianilties o mest award of arbdration 000 0.00| 957058
ar in compliance of order or decree of
the court (Regulation 34 (2} (i)}
Works'sarvices which have bacomaea a.00 0.04 13171
necessary for efficient and successful
operation of station  [Regulation 34

| {2) (v}
Total Addition 583201 10568.90 15488.57
Delgtion claimed on account of de- 0.00 0.00 0.00
capitalization e e R
Additional Capralization (C=A-B) 6832.01 1056830 15488.57

12 After examining the asset-wise details and
capitalization claimed by the petitionsr, under various categories and by applying

prudence check, the admissibiity of additional capitalization is discussed in the

subszequent paragraphs.

justification  for

4
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