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Introduction

Meghalaya Power Generation Corporation Limited (herein after referred to as MePGCL)
is a deemed licensee in terms of section 14 of the Electricity Act, 2003 (herein after
referred to as Act), engaged in the business of Generation of electricity in the state of
Meghalaya.

The Meghalaya Power Generation Corporation Limited (MePGCL) has been entrusted
with the development of New Umtru Hydro Electric Power Project 40 MW (2 x 20 MW)
in Ri-Bhoi district of Meghalaya. The New Umtru Hydro Electric Project (NUHEP) was
built alongside the old Umtru Project with common water storage and a new dam was
built at the location of the old dismantled Umtru weir of the old project to create
enhanced water storage for old and new projects.

The Umtru River, a tributary of the Brahmaputra River, is the major source of Hydro
Power in the State of Meghalaya. The power potential of Umtru Basin was planned for
integrated development with the adjacent Umiam and Khri Basin Schemes.
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The power potential of Umtru was developed progressively beginning in the first
decade of independence of the country. Umtru H.E. Project (commissioned with three
units of 2.8MW each in 1957 and the fourth unit of 2.8 MW in 1968), was the first
development in the Basin and has served more than the design life of Power Plants.
Past operational experience of this plant indicated that the potential of the site was not
optimally exploited and there was scope to provide additional capacity and energy
benefits to Meghalaya Grid economically in a short time. In this context, the New
Umtru Hydro Electric Project (2x20MW) was proposed alongside the Old Umtru Project
with common water storage. A new Dam was being constructed at the location of the
now dismantled Umtru Weir of the existing Project to create an enhanced storage for
both the existing and new projects.

Location

The Project Site is approachable through National Highway-40 from Guwahati to
Byrnihat and thereafter through a state PWD road to the dam site at Dehal, passing
through the existing Umtru Power House.

Salient features of the project
The New Umtru HEP envisaged the following features:

i) Dehal Dam: The Dam Axis was fixed at 10.69m from the axis of the old un-gated
weir. The spillway portion has 6(six) radial gates of size 13.40 m x 6.10m each with
FRL at the original HFL of El. 130.10 m to cater for a Design Flood of 3820 cumec.
The crest of the spillway is fixed at El. 124.00m. The Full Reservoir Level at El.
130.10m and Minimum Drawdown Level (MDDL) at El. 124.50m will create a Live
Storage of 2.38 Mcum. This will be the diurnal storage which regulates the flow
from upstream peaking power stations. It will be able to provide peak power from
the New Umtru as well as the existing Umtru Power Station.

ii) Power Intake: The new Intake block is located in the dam body in between the new
Spill way and the Old Sluice and Intake combination. Beside the new Intake, a
scouring sluice of size 3.00 x 5.00 m is provided on silt consideration with invert
level at EI. 112.50 m. The invert level of the Intake is at El 113.50 m. The Trash Rack
of the Intake is 4.75 m wide x 12.80 m high and is provided in 8 segments / panels
of size 2.375 m x 3.20 m each. The Power Intake has been designed to draw a
discharge of 75.00 cumec. A fixed wheel gate of size 5.00 m x 5.00 m is provided at
the Intake with Rope Drum hoist to raise or lower the gate.

iii) Head Race Tunnel (HRT): HRT takes off from the Intake Block in the dam body in
the form of RCC circular conduit of 5.00 m diameter for a length of 146.20 m and
then through an underground tunnel (modified horse shoe) for a length of 630.50 m
upto the Surge Shaft. The alignment is almost parallel to the existing HRT. An
Access/Construction Adit of 202.00 m inclined length at a distance of 140.00 m from
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centre line of Surge Shaft was made to help in the excavation and concreting of
HRT.

iv) Surge Shaft: Surge Shaft has been provided at the end of the HRT and before
commencement of the Pressure Shaft. The height of the Shaft is 58.00 m. It is
connected to the HRT by means of a Vertical Riser of diameter 7.00 m and 21.60 m
height and a Surge tank of diameter 17.20 m and 32.50 m height. The Surge Shaft
has been provided with a gate (Vertical Lift type of Size 4.46 m x 4.40 m) and a Rope
drum Hoist to control flow into the Pressure Shaft.

v) Pressure Shaft: The Pressure Shaft connects the Head Race Tunnel to the Power
House. Its total length is 167.47 m. The diameter of the main shaft is 4.40 m and its
length is 112.765 m. The Pressure Shaft bifurcates into two 3.0 m diameter
branches of length 27.35 m each up to the Power House (up to D-Line) and each
branch is connected by a 2.55 m length reducer (reducing from 3.00 m to 2.70 m
dia) to the Main Inlet Valve. The Pressure Shaft is fully steel- lined and thickness of
steel liner varies from 16 mm to 22 mm. An Access /Construction Adit 92.00 m long
is provided from EL 89 m on the point which houses the Pressure Shaft for getting
an additional heading for construction of the HRT.

vi) Power House: The New Umtru Power House is a deep-set structure. It is located on
the Left Bank of the River Umtru near the location where the HRT of the existing
Umtru Project passes through a steel pipe conduit. The dimensions of the
powerhouse are 33.00 m x 29.78 m (LxB) at Generator Floor Level of 68.50 m. Two
T.G Sets of 20 MW each are installed in this Power House.

vii) Switchyard: The switchyard is located downstream of the Tail Pool of the Power
House at El 91.00 m and its size is 60.00 m x 40.00 m.

viii) Tail Race Tunnel including outlet works: The Tail Race Tunnel is designed as a free-
flow tunnel operating between the Tail Pool downstream of the Powerhouse at the
entry point and the Umtru river at its exit end. It is a D-shaped 5.50 m dia. tunnel.
The length of TRT is 702.00 m, with the invert level of 60.04 m at the entry point
and the exit level of 57.50 m at the point where it joins the river.

ix) Hydro Mechanical Equipment (Gates): These are constructed to control the
discharge as well as to facilitate planned and controlled reservoir operation and for
maintenance purposes. These consist of the following:

e Six nos. of Radial Gates with rope drum hoist over the Spillway Crest.
e Stop Log Gate on the Spillway Crest.

e Power Intake Service and Emergency gates of vertical fixed wheel roller type
with rope drum hoist.
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e Sluice Service and Emergency gates of vertical fixed wheel roller type with
rope drum hoist.

e Surge Shaft gate of vertical roller type with rope drum hoist.
e Two Draft Tube Gates with rope drum hoist in Power House.

e Tail Race tunnel (TRT) outlet gate of vertical roller type with rope drum
hoist.

x) Electro Mechanical Works: Two Vertical Francis Turbine-driven Generating Units,
each of 20MW capacity and operating under a Rated Head of 65.40 m are installed
in the Power House. Two nos. 3-Phase Step-up 11/132 kV, 24.5 MVA Transformers
are located in a Transformer Yard on the downstream Draft Tube Deck at an
elevation of 76.50 m. The Transformer on the 11kV side is connected to the
Generator by 11kV segregated phase Bus Duct. The 132 kV side of the Transformer
is connected through 132 kV overhead short lines to the 132 kV Outdoor Switchyard
(60.00 m x 40.00 m) located at an elevation of 90.00 m and at a distance of 50 m
from the Transformer Yard. The Switchyard has five 132 kV Bays (2-Incoming Bays,
1-Bus Coupler Bay and 2-Outgoing Bays). Power is evacuated through two no.s 132
kV feeders. One (1) feeder is terminated at 132Kv Switchyard of Old Umtru Power
Station and the other in EPIP-Il Sub- Station, Norbong. The Generating Units
(Turbines, Generators and all other required electrical and mechanical equipment
and auxiliaries) are designed for continuous 10% overload capability (over and
above the Unit Rating of 20 MW at a Rated Head of 65.40 m), which may be utilized
during occurrence of any of the two conditions, viz., (i) Shutdown of any one of the
two Units and (ii) High discharge conditions during monsoon period.

Environmental Clearance

Ministry of Environment & Forests, Government of India has accorded
environmental clearance as per the provisions of environmental impact assessment
notification 1994 vide letter no.J-12011/100/2005-IA-1 Date 13.03.2006 Subject to
compliance of the terms and conditions mentioned there in.

This clearance letter is valid for a period of five years from the date of issue.

Administrative Approval

Government of Meghalaya has issued Administrative approval vide letter no
PE.5/2005/25 date 3.02.2006 for implementation of New Umtru HEP project 2x20
MW in Ri Bhoi District @ Rs.226.40 Crore only on condition that equity participation
from the state government will be arranged during the 11" plan (2007-2012) period
only.
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Government also have no objection to Meghalaya State Electricity Board’s
negotiation with Rural Electrification corporation for availing loan up to 70% of the
project cost for implementation of the 2x20 MW New Umtru HEP.

The 53™ Board of Directors of Meghalaya Power Generation Corporation Limited
meeting held on 03.11.2016 have passed the resolutions to the effect that;

Resolution No.7:-

(i) Approval of extension of the Commercial operation date of NUHEP from
October 2016 to 1% April 2017.

(i) To approve the new Revised Cost of NUHEP at Rs.629 Crore due to
addition/inclusion of the additional interest of Rs.30 Crore.

MePGCL has stated that:

“The Matter relating to the delay in completion of the project was discussed during
the last monitoring meeting chaired by the chairperson, central Electricity Authority
(CEA) in New Delhi on the gt August, 2016. After considering all the reasons for the
delay, the chairperson Central Electricity Authority (CEA) stated that since the
project is kept for capacity addition program of 2016-17/12"" Plan, all out efforts
must be made by all concerned to achieve the targets. He also stated that the
commissioning of the units is feasible by March 2017.”

Filing of the Petition

MePGCL has filed Petition in accordance with Regulation 41.6 for determination of
Final Tariff based on actual capital expenditure incurred up to the date of
commercial operation of the generating station duly certified by the statutory
auditors based on Annual Audited Accounts on 29.11.2019 for Approval of the Final
Capital Cost for 2x20=40 MW New Umtru Project and also Generation Tariff for the
FY 2017-18 to FY 2020-21.

Earlier, Commission had approved provisional Tariff in terms of Regulation 41.5 of
MYT Regulations 2014 effective from 01.07.2017 (the date of commercial operation).

Commission after Prudent check of the petition with reference to the cost estimate,
auditor’s certification as on 31.03.2018, and also vetting of project completion
report by IIT Gawahati issues this order in accordance with MSERC MYT Regulations
2014.

Member Chairman
MSERC MSERC
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Summary of the Petition

1.1

1.2

1.2.1.

Introduction

MePGCL has filed Petition for approval of final capital cost of New Umtru 2x20 MW
HEP together with provisional ARR for FY 2018-19 to FY 2020-21 and determination of
Tariff for FY 2020-21.

Capital Cost
Regulatory Provisions

Regulation 52 of the MSERC MYT Regulations, 2014 provides for norms of
determining the Capital Cost. The same is reproduced below for reference.

Regulation 52: Capital cost

“52.1 The actual capital expenditure on the date of commercial operation in the case
of new investment shall be subject to prudence check by the commission.

52.2 Scrutiny of cost estimates by the Commission shall be limited to the
reasonableness of the capital cost, financial plan, and interest during construction
period, use of efficient technology, and such other matters for determination of tariff.

52.8 In case the site of a hydro generating station is awarded to a developer (not
being a state controlled or owned company), by a State Government by following a
two stage transparent process of bidding, any expenditure incurred or committed to
be incurred by the project developer for getting the project site allotted shall not be
included in the capital cost.

Provided the capital cost in case of such hydro station shall include:

(a) Cost of approved rehabilitation and resettlement (R&R) plan of the project in
conformity of National R&R policy and (R&R) package as approved; and

(b) Cost of the developer’s 10% contribution towards Rajiv Gandhi Grameen,
Vidyutikaran Yojana

(RGGVY) project in affected area:”
Regulation 29: Additional Capitalization

Regulation 29 of the MSERC MYT Regulations, 2014 provides for additional
capitalization. The same is reproduced hereunder:

“29 Additional Capitalization

29.1 The following capital expenditure, actually incurred or projected to be incurred,
on the following counts within the original scope of work, after the date of
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commercial operation and up to the cut-off date may be admitted by the
Commission, subject to the prudence check:

a) Due to Un-discharged liabilities within the original scope of work;
b) On works within the original scope of work, deferred for execution;

¢) To meet award of arbitration and compliance of final and un appealable order or
decree of a court arising out of original scope of works;

d) On account of change in law;

e) On procurement of initial spares included in the original project costs subject to the
ceiling norm specified;

f) Any additional works/services, which have become necessary for efficient and
successful operation of a generating station or a transmission system or a
distribution system but not included in the original capital cost”

29.2 Impact of additional capitalization on tariff, as the case may be, shall be
considered during Truing Up of each financial year of the Control Period.”

The definition of cut off as per Clause 2 of the MSERC 2014 Regulations is given
below for reference:

t
19) “Cut-off Date” means 31" March of the year closing after two years of the year of
commercial operation of the project, and in case the project is declared under

t
commercial operation in the last quarter of a year, the cutoff date shall be 31" March
of the year closing after three years of the year of commercial operation;

1.2.2. Capital Cost of NUHEP

The New Umtru HEP achieved its COD on 1st July 2017. However, the Utility incurred
additional capital costs on the following grounds:

a) Undischarged liabilities
b) Works deferred for execution
c) Additional works required for efficient functioning of the project

As per the regulation, the works which are within the original scope of works but
deferred for execution and works due to un-discharged liabilities within the original
scope of work, will form the part of additional capitalization. As per Regulation 29 of
the MSERC MYT Regulations, 2014 (the clause mentioned above) the project can
have additional capex works till 31°*March 2020. The Utility has incurred additional
capex for NUHEP till 30th September 2019 which is well within the cutoff date of 30"
March, 2020, for consideration in the capital cost of NUHEP.
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The final capital cost audit for New Umtru HEP is also complete and is attached as
Annexure B. Given below are the details of capital cost as verified by statutory
auditor:

Table 1: Capital Cost of NUHEP

. Amount

Capital Cost (In INR Cr.)
Audited Capital Cost as on 31 March 2018 580.71
Audited Capital Cost as on 31 March 2019 583.73
Final Audited Capital Cost 584.00

However, the actual capital cost for NUHEP has not been approved in entirety by the
Auditor. The actual capital cost for NUHEP works is attached as annexure | and is
given below for reference.

Table 2: Capital Cost of NUHEP (Based on Actual)

Capital Cost (I:TILO: 2:)
Capital Cost as on 31 March 2018 603.96
Capital Cost as on 31 March 2019 606.98
Final Capital Cost 607.25

The Utility has used the final capital cost (based on actual) for calculation of
different components of AFC for NUHEP in the subsequent chapters.

The infirm power is calculated by SLDC as the total units multiplied by the Ul rates
based on monthly energy data submitted to NERLDC which comes at INR 1.22 Cr.
The same has been adjusted to arrive at the net actual capital cost of INR 607.25Cr.
for NUHEP (Table 2 above). The details of cost of infirm power during April, May and
June of 2017 has been provided in Annexure —J (i) to (iii).

In line with the provisions of MSERC Regulations and as instructed by the Govt. of
Meghalaya for third party evaluation of the project cost, the Utility appointed IIT
Guwahati to study the technical and financial aspects and for third party vetting of
the project cost. The report is attached as Annexure -C. The administrative approval
from the State Govt. for implementation of the project is attached as Annexure -D.
The same is required before commencement of works for the project. The Utility
also obtained Environmental Clearance for the NUHEP project which is attached as
Annexure -E.

MePGCL submitted to approve the final actual capital cost of New Umtru HEP as INR
607.25Cr.

1.3 Funding Pattern of NUHEP

The New Umtru HEP was funded by a mix of Loan and Equity as elaborated below.
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Table 3: Funding pattern of NUHEP

. . Total Loan Equit
Capital funding (INR Cr.) (INRCr.) (II\?R c:,.)
Capital cost as on 31° March 2018 603.96 415.36 188.60
Capital cost as on 31°* March 2019 606.98 418.38 188.60
Final Capital cost 607.25 418.65 188.60

Abstracts of various notifications of loan and equity disbursement is provided as
Annexure —F (i) to (iii).

As seen in the above table, the equity component for the NUHEP project is greater
than 30%. Equity portion greater than 30% of the capital cost has been considered as
normative loan in line with the MSERC MYT Regulations which is given below for
reference.

“27 Debt-Equity Ratio

27.1 For a project declared under commercial operation on or after 1.4.2015, if the
equity actually deployed is more than 30% of the capital cost, equity in excess of 30%
shall be treated as normative loan;”

The above funding pattern for the capital cost has been used to compute
components of tariff in the subsequent sections.

1.4 Operational norms and Design Energy

1.4.1.

Norms of Operation

Regulation 58 of the MSERC (Multi Year Tariff) Regulations, 2014 provides for norms
of operation of Hydro Generating stations. The regulation is reproduced below for
ready reference:

“58 Norms of Operation
The norms of operation shall be as under:
58.1 Normative annual plant availability factor (NAPAF)

(a) Storage and pondage type plants where plant availability is not affected by silt
and

(i) with head variation between Full Reservoir Level (FRL) and Minimum Draw Down
Level (MDDL) of Up to 8 % .....c.uecuevevevenan. 90 %

(ii) with head variation between FRL and MDDL of more than 8% = (Head at
MDDL/Rated Head) x 0.5+0.2

(b) Pondage type plant where plant availability is significantly affected by silt.....85%

(c) Run —of- River type plants: NAPAF to be determined plant-wise, based on 10-day
design energy data, moderated by past experience where available /relevant.

MEGHALAYA STATE ELECTRICITY REGULATORY COMMISSION



Order for Approval of Capital Cost for NUHEP and ARR for FY 2017-18 to FY 2020-21

1.4.2.

Note:

(i) A further allowance may be made by the Commission under special circumstances,
e.g. Abnormal silt problem or other operating conditions, and known plant
limitations.

(ii) A further allowance of 5 % may be allowed for difficulties in the North East
Region.

(iii) In case of new hydroelectric project the developer shall have the option of
approaching the Commission in advance for further above norms.

58.2 Auxiliary energy consumption:

(a) Surface hydro electric power generating stations with rotating exciters mounted
on the generator shaft ...............0.7% of energy generated.

(b) Surface hydro electric power generating stations with static excitation
SYSEOMueeeeiesreeetiecieceesiesieseeiesieeseans 1.0% of energy generated.

(c) Underground hydro electric power generating stations with rotating exciters
mounted on the generator shaft ....0.9% of energy generated.

(d) Underground hydro electric power generating stations with static excitation
SYSEEM uvveevecvesvesecrevevrecreireineeennnnnn. 1.2% Of €N€Ergy generated.

58.3 Transformation losses
From generation voltage to transmission voltage ......0.5% of energy generated.”

The features of the NUHEP in terms of type of plant, type of excitation, etc. are
provided in the table below:

Table 4: Features of NUHEP

Particulars New Umtru
Type of Station

Surface/ Underground Surface (Deep set)
Purely ROR/ Pondage/ Storage RoR with Pondage
Peaking/ Non-Peaking Non-Peaking
No. of hours Peaking NA
Overload Capacity 10%

Type of Excitation

Rotating exciters on Generator Nil

Static excitation Static type

Design Energy

The plant is desighed to generate 193 Million Units (235 MU if old Umtru Power
Station is not operated) of electricity in a year. It is submitted that the Design Energy
of 235 MU shall be adopted for computation of Energy charge till old Umtru Station
is renovated and start generation.
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1.4.3.

1.4.4.

1.4.5.

2.2.1.

Normative Annual Plant Availability Factor (NAPAF)

Based on the Regulation 58.1 of the MYT Regulations, 2014 quoted above, the
NAPAF for NUHEP works out to be 67.60%. Considering the allowance of 5% for
difficulties in North Eastern Region, the net NAPAF for NUHEP is computed at
62.60%. The computation of NAPAF is furnished as Annexure -G.

Auxiliary Consumption and Transformation Losses

The New Umtru HEP is a surface hydroelectric power generating station with static
excitation system. Therefore, based on Regulation 58.2 (b) and 58.3 of the MSERC
MYT Regulations, 2014 quoted above, the normative auxiliary consumption and
transformation losses applicable for NUHEP are as shown below:

Table 5: Auxiliary Consumption and Transformation Losses of NUHEP

Particulars Rate
Auxiliary consumption for surface hydroelectric power generating 1.0%
stations with static excitation system '
Transformation losses from generation voltage to transmission voltage 0.5%

Gross and Net Generation for NUHEP

Net Generation for FY 2017-18 (Actual from July, 2017 to March 2018), FY 2018-19
and FY 2019-20 (April 2019 — Sept 2019) is provided in the table below:

Table 6: Actual Generation of NUHEP

(MU)
. Normative
Year Gross No(;m:la;n:: Q:ZrCons Transformation Loss @ Net
Generation y 2 0.50% of Energy Generation
Generated
Generated
FY 2017-18 173.61 1.74 0.87 171.01
FY 2018-19 179.82 1.80 0.90 177.12
FY 2919_20 97.18 0.207 0.693 96.49
(April — Sept)

AFC for FY 2017-18 to FY 2020-21 of MYT Second Control Period
Approach

In accordance with the provisions of the MYT Regulations, 2014, MePGCL hereby
submits AFC for FY 2018-19 to FY 2020-21 based on final actual capital cost (Table 2
of Section 1.2.2) and other available data.

MePGCL submitted that Power Purchase Agreement (PPA) for supply of power to
MePDCL has been signed and as per the PPA, power will be supplied on cost plus
basis. Therefore, MePGCL submits that the tariff for hydro generating stations may
be determined on cost plus basis.

MEGHALAYA STATE ELECTRICITY REGULATORY COMMISSION
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2.2.2. Operational norms, Design Energy and Approved Energy Generation

Details of Design Energy, NAPAF, features of the NUHEP in terms of type of plant,
type of excitation have been provided in Section 1.4.

As per the approved Business Plan for MYT control period from FY 2018-19 to FY
2020-21 dated 15" November 2017, the approved energy generation for each year of
the control period is 219 MU for FY 2019-20 and FY 2020-21. The table below
provides the Approved Energy Generation and Net Generation for FY 2018-19to FY

2020-21:
Table 7: Approved Energy Generation of NUHEP
Approved Normative Aux Cons Normative Transformation Net
0, 0,
Year EnergY @ 1% of Energy Loss @ 0.50% of Energy Generation
Generation Generated Generated (MU)
(M) (Mu) (MU)
FY 2019-20 219 2.19 1.10 215.72
FY 2020-21 219 2.19 1.10 215.72
MePGCL submitted to approve the total net generation as provided in the table
above for NUHEP.
Format HG 1

Name of the Hydro Generating Station: NEW UMTRU HEP

DETAILS OF COD, TYPE OF HYDRO STATIONS, NORMATIVE ANNUAL PLANT AVAILABILITY FACTOR (NAPAF) & OTHER
NORMATIVE PARAMETERS CONSIDERED FOR TARIFF CALCULATION

SL FY 2017-18 FY 2018-19 FY 2019-20 FY 2020-21
NO DESCRIPTION UNIT | “(acTuAL) (ACTUAL) | (PROJECTED) | (ESTIMATED)
1 Installed Capacity MW 2X20 2X20 2X20 2X20
2 Free Power to Home State % NIL NIL NIL NIL
3 Date of Commercial Operation
Unit—1 - 1T July, 2017 | 1™ July, 2017 | 1" luly, 2017 1" July, 2017
Unit—1I - 1T July, 2017 | T™July, 2017 | 1" July, 2017 1" July, 2017
4 | Type of Station - - - - -
Surface/Underground - SURFACE SURFACE SURFACE SURFACE
Purely ROR/Pondage/Storage - PONDAGE PONDAGE PONDAGE PONDAGE
Peaking/Non Peaking - NON NON NON PEAKING | NON PEAKING
PEAKING PEAKING
No. of hours of Peaking - NA NA NA NA
Overload Capacity (MW) & - NIL NIL NIL NIL
period
5 | Type of Excitation - - - - -
Rotating exciters on Generator - NA NA NA NA
Static excitation - STATIC STATIC STATIC STATIC
EXCITER EXCITER EXCITER EXCITER
6 | Design Energy (Annual) GWh 235 235 235 235
7 Auxiliary consumption % 1.50% 1.50% 1.50% 1.50%
including Transformation
losses
8 Normative Plant Availability % 62.60% 62.60% 62.60% 62.60%
Factor (NAPAF)
9.1 | Maintenance spares for WC Rs. - - - -
Lakh
9.2 | Receivable for WC Rs. - - - -
Lakh
9.3 | Base rate on return on equity %
9.4 | Tax rate %
9.5 | Prime lending rate of SBI as on %
01.04.2017
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Format HG 2
SALIENT FEATURES OF HYDROELECTRIC PROJECT
Name of the Hydro Generating Station: NEW UMTRU H.E. PROJECT
1. Location
State /Distt. Meghalaya / Ribhoi District
River Umtru River
2. Diversion Sluice
Size, Shape I 1.8 m x 2.44 m, Rectangular
3. Dam
Type Concrete & Masonry combined
Dam height 25.98 m
4. Spillway
Type Gated Ogee
Crest elevation 124.00 m
CrestLength-Gated 80.40 m
5. Reservoir
Full Reservoir Level (FRL) 130.10 m
Minimum Draw Down Level(MDDL) 124.50 m
Live Storage (MCM) 2.38 M.cum
6. Scouring Sluice
Type Rectangular
Size 3.00m x 5.00 m
Capacity at FRL 250 cumec
7. Head Race Tunnel
Shape & size Modified Horse Shoe, 5.00 m dia
Length 776.70 m
Rated Discharge per unit (Cumecs) 37.50 cumec
8. Surge Shaft
Type Vertical Shaft with restricted orifice
Internal Diameter 17.20m
Height-Shaft/Riser 32.50 m/21.60 m
9. Pressure Shaft
Type & Size Steel Liner, 4.40 m Dia. Main shaft bifurcating into two brances of 3.00
m dia. Each
Length Main Shaft= 112.77 m, Branch=27.37 m each
10. Power House
Type Surface (deep-set)
Installed Capacity (No of Units x MW) 2X20 MW
Max/Min. Gross Head 69.13 m/62.01 m
Type of Turbine Vertical Francis
Rated Head (M) 65.14 m
11. Tail Race Tunnel
No./Type One/Free Flow
Diameter, Shape 5.5 m dia., D-Shape
Length 702 m
Nominal Discharge 75 Cumec
12. Switch yard
Type of Switch gear QOutdoor
Location of Switchyard Downstream end of Powerhouse
Voltage/Busbars 132kV/11kV
No. Of generator bays 2
No. Of Bus Coupler bays 1
No. Of line Bays 2
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Name of the Hydro Generating Station: New Umtru H.E Project

Format-HG 4

SL

FY 2017-18 (Actuals)

FY 2018-19 (Actuals)

FY 2019-20 (Projected)

FY 2020-21 (Projected)

- MONTH Unit DESIGN MW DESIGN MW DESIGN MW DESIGN MW
ENERGY ENERGY ENERGY ENERGY
(MU) CONTINUOUS (MU) CONTINUOUS (MU) CONTINUOUS (MU) CONTINUOUS
1 APRIL I 5.30 7.36 3.50 4.86 5.30 7.36
I 5.00 6.94 2.60 3.61 5.00 6.94
2 MAY I 6.50 8.74 3.66 4.92 6.50 8.74
I 8.20 11.02 5.00 6.72 8.20 11.02
3 JUNE I 9.30 12.92 7.75 10.76 12.50 17.36
I 8.60 11.94 3.94 5.47 12.50 17.36
4 JULY I 13.00 17.47 13.00 17.47 13.26 17.82 13.00 17.47
I 11.00 14.78 12.70 17.07 10.49 14.10 13.00 17.47
> AUGUST I 10.32 1387 1138 1530 12.96 17.42 13.00 17.47
I 14.68 19.73 14.30 19.22 9.40 12.63 13.00 17.47
6 | SEPTEMBER L. 14.00 19.44 13.48 18.72 12.73 17.68 14.00 19.44
I 13.72 15.06 13.00 18.06 11.89 16.51 14.00 19.44
7 OCTOBER I 15.00 20.16 9.66 12.98 15.00 20.16 15.00 20.16
I 14.36 1930 8.88 11.94 15.00 20.16 15.00 20.16
8 | NOVEMBER L. 10.52 14.61 10.12 14.06 12.00 16.67 12.00 16.67
I 10.47 14.54 2.68 3.72 12.00 16.67 12.00 16.67
S | DECEMBER I 9.25 1243 4.60 6.18 10.00 13.44 10.00 13.44
I 6.08 8.17 4.33 5.82 10.00 13.44 10.00 13.44
10 JANUARY I 5.66 7.61 3.70 4.97 6.00 8.06 6.00 8.06
I 5.51 7.41 3.86 5.19 6.00 8.06 6.00 8.06
11 | FEBRUARY I 5.07 7.54 2.07 3.08 5.00 7.44 5.00 7.44
I 3.42 5.09 3.88 5.77 5.00 7.44 5.00 7.44
12 MARCH L. 5.00 6.72 3.05 4.10 4.50 6.05 4.50 6.05
I 175 2.35 2.60 3.49 4.50 6.05 4.50 6.05
Total 168.81 230.30 180.19 246.07 202.18 276.16 235.00 321.21
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1. Public Hearing Process

1.1

1.2

Public Hearing Process

Section 64 (2) of electricity act 2003 mandates the distribution licensee to publish
the Tariff petition in an abridged format in the leading newspapers inviting the
objections/suggestions on the Tariff petition from the stakeholders.

Licensee has published the tariff Petition of 2x20 MW NUHEP in the “The Shillong
Times” on Dt.19.12.2019.

In pursuance of the publication of the Tariff petition in the leading newspapers, M/s
Byrnihat Industries Association (BIA) has filed written suggestions/objections on the
petition filed by the MePGCL seeking approval of the capital cost and Final Tariff for
NUHEP 2x20 MW and also ARR for MYT Period FY 2018-19 to FY 2020-21.The
objections/suggestions filed by M/s. Byrnihat Industries Association (BIA) and the
response of the licensee on the objections/suggestions and the Commission’s view
have been summarized under various sub-heads as given below.

Objections & Replies

Capital Cost:

1. MePGCL has claimed capital cost of INR 607.25 Crore in NUHEP up to 30.09.2019
which is higher than the capital cost of INR 584 Crore as approved by the Auditors.
MePGCL has stated that additional capital costs were in curreddue to un-
discharged liabilities, works deferred for execution and additional work required
for efficient functioning of the Project. It is important to mention that MePGCL
has not explained why the Auditor has not approved/certified the entire capital
cost being claimed by it.

2. MePGCL has also mentioned that it has used the final capital cost (as per actuals)
for different components of AFC for NUHEP. But it is important to mention that
un-discharged liabilities need to be reduced from the capital cost for tariff
determination as tariff is allowed on cash basis and not on accrual basis.

3. Further, MePGCL has not given any detailed justification towards time overrun
and cost overrun incurred in the Project. The Commission may refer to the
practice followed by the CERC wherein generating stations have to submit ‘Form
5Eii’ along with the tariff petition in case of time over run and cost overrun. Under
this form each generating station has to submit granular and chronological details
of time and cost overrun and also has to provide Critical Path Analysis and Project
Evaluation and Review Technique (PERT) chart to substantiate the delay in
commissioning of the project. It is prayed that MePGCL also be directed to file
similar form.
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4. MePGCL has also not provided details of how much amount has been capitalized
in terms of initial spares nor provided details of the original project cost.
Accordingly, it is prayed that the Commission may verify the capital cost for
NUHEP in terms of Regulation 52.7 of MYT Regulations, 2014. Further, MePGCL
may not be granted more than 50% of the claimed capital cost till such time it files
a revise petition with all the details.

Response by MePGCL

Capital Cost

1. The capital cost verified by the Statutory Auditor was Rs.583.73 crore as on 31°

March, 2019 and Rs. 584.00 crore as on 3ot September, 2019. The actual
expenditure was Rs.607.25 crore (i.e., Rs. 608.47 crore less Rs.1.22 crore cost
of infirm power) as on 30-09-2019. However, the statutory auditor has not
considered the payment made against claims of the Civil and Electro-
Mechanical contractors, penalty charge and some portion of the Interest
during Construction. These have been explained in details at Para-21 of our
replies to BIA's objections submitted earlier  vide letter
No.MePGCL/D/GEN/Misc-43/2008/Pt-XIII/90 dated 13th February, 2020.

2. The un discharged liabilities as on COD, such as pending payments against
works bills, etc. were cleared after COD and the total payment made for
NUHEP as on September 2019 was Rs. 607.25 crore (after deduction of cost
of infirm power). The detailed reply of MePGCL against this objection was
given at Para-22 of the replies submitted earlier vide our letter dated
13/02/2020 referred above.

3. MePGCL has attached all the formats required along with the Petition for
approval of the capital cost and tariff of NUHEP. The objection of BIA is,
therefore, incorrect and misleading.

4. The analysis of time and cost overruns was done by IIT Guwahati and
independent agency/expert and submitted as directed by the Commission In
its order date 14.12.2018.

The detailed reply in this regard was given at para 23-24 of our replies
submitted vide letter dated 13.02.2020 referred above. Also, the clarifications
of MePGCL at para 2(a) (b) & (c) to the observations of the Commission
submitted vide letter No. MePGCL/D/GEN/M-61/2017/64 dated 14.02.2020
may kindly be referred.

Further, the objections refer to the tariff petition of MePGCL for FY 2020-21
which is guided by the MSERC MYT Regulations, 2014. CERC Tariff Regulations
are not binding for the tariff petitions of MePGCL, unless specified as reference
for any component in the MSERC MYT Regulations 2014.
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5. The Commission in its order dated 14.12.2018 had directed MePGCL to file the
report of independent agency /expert and justification for time and cost
overruns. It may be mentioned that the State Govt. while approving the
Revised Cost Estimate of NUHEP, had also directed that third party evaluation
is to be undertaken in consultation with the Programme Implementation &
Evaluation Department(PIED), Govt. of Meghalaya before financial closure of
the project. MePGCL had duly consulted PIED and obtained NOC from the
Planning Department, Govt. of Meghalaya (copy enclosed as Aanexure-l)
before engaging IIT Guwahati as Independent Agency for evaluation/vetting of
the project cost. Since IIT Guwahati is a reputed institution, the
evaluation/vetting of the capital cost by this agency will be at par with, if not
better than, that of the agencies in the empanelled list of CERC. Moreover,
MePGCL had also carried out the capital cost audit by an independent agency
and the same was submitted as annexure in the petition.

6. MePGCL in its tariff petition has clearly stated the capital cost of Rs 584.00 Cr
as certified by the statutory auditor. It has further stated that the actual
capital cost of Rs.607.25 Cr for NUHEP has not been approved in its entirety by
the Auditor. However, since all the costs are legitimate, MePGCL, in line with
the actual cost, has filed the tariff petition for NUHEP. There is complete
transparency in the methodology followed by MePGCL.

7. The Petition along with annexures are available in the website of MeECL. As
mentioned above, IIT Guwahati is a reputed institution and is capable of
carrying out the cost vetting of Hydro projects. It may again be submitted that
engagement of independent /third party for evaluation and vetting of the
project cost was directed by the State Govt. and the report was also required
to be submitted to the Commission, as directed vide its order dated
14.12.2018, as mentioned at para 5 above. Accordingly, MePGCL had complied
with both the above directions.

8. The capital cost of New Umtru H.E. Project included only mandatory and
essential spares which form part of the original project cost (Electrical &
Mechanical package). Additional/Initial spares other than those included in the
original project cost were not procured or added to the project cost by
MePGCL. Besides, the cost of mandatory/essential spares is only around Rs.I0
(ten) lakhs, which is a very negligible percentage of the total project cost.

In view of the above submissions, the petitioner humbly prays before the
Hon'ble Commission to kindly approve the capital cost of New Umtru H.E.
Project as filed in the petition dated 29th November,2019 and pass orders
accordingly.
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(i)

(iii)

Commission’s Remark: Noted.
Interest on Loan

It is submitted that MePGCL has claimed incorrect opening loan of INR 479.49 Crore.
As on 01.04.2018 the capital cost is INR 603.96 Crore out of which equity has to be
30% i.e. INR 181.19 Crore. Thus, loan will be INR 422.77 Crore. Accordingly, it is
prayed that MePGCL be asked to recalculate the figures submitted by it.

Response by MePGCL
Loan Capital

The detailed reply in this regard was furnished at para 27 of our replies submitted
vide letter dated 13.02.2020 referred above

Further the objector's assessment of loan based on provisionally approved project
cost of Rs. 518.54 crore as on February, 2017 is not correct since the actual project
cost as on COD (15t July, 2017) which was Rs.566.14 crore (petition filed earlier vide
letter No.MePGCL/D/GENIM-6112017/36 dated 30/1112018) together with
additional capitalization after COD (but before the cut-off date of 31.03.2020)
amounting to Rs.607.25 crore as on September,2019, needs to be taken into
consideration as per MSERC MYT Regulations, 2014.

Commission’s Remark: Noted
Operation and Maintenance Expenses:

Regulation 56.7 of the MYT Regulations, 2014 states that a hydro generating station
commissioned after 01.0.2009 will have O&M expenses fixed at 2% of the original
project cost which shall be entitled to annual escalation at the rate of 5.72% for
subsequent years. It is pertinent to mention that this 2% does not include cost
incurred for rehabilitation and resettlement works. However, MePGCL has claimed
O&M expenses of INR 12.83 Crore, INR 13.57 Crore and INR 14.35 Crore for FY 2018-
19, 2019-20 and 2020-21, respectively, without excluding the cost of rehabilitation
and resettlement works. It is prayed that MePGCL be directed to submit duly
certified figure for total expenditure, incurred on rehabilitation and resettlement.

Further the Commission may also consider reducing the annual escalation to 4.77%
as has been done by the Learned CERC, in its CERC (Terms and Conditions of Tariff)
Regulations, 2019, after considering the fall in WPl and CPI indices.

Response by MePGCL
Operation and Maintenance Expenses (O&M):

1. The construction of New Umtru H.E. Project did not involve displacement of the
local population and resettlement and rehabilitation works. The objection of BIA
in this regard is misplaced.
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2. MePGCL has considered escalation @5.72% as provided in the MSERC MYT
Regulations. The request of the objector to consider escalation @4.77% us per
CERC's Regulations may kindly be rejected, since CERC's Regulations are not
applicable in the instant case. The objections refer to the tariff petition of
MePGCL for FY 2020-21 which is guided by the MSERC MYT Regulations, 2014.
CERC Tariff Regulations are not binding for the tariff petitions of MePGCL
unless specified as reference for any component in the MSERC MYT
Regulations 2014.

The detailed reply of MePGCL in this regard was furnished at Para 28-29 of the
replies submitted vide letter dated 13/02/2020 referred above.
Commission’s Remarks: Noted.
(iv) Depreciation:

MePGCL in its petition has claimed depreciation of INR 31.85 Crore, 31.93 Crore and

31.94 Crore for FY 2018-19, 2019-20 and 2020-21,respectively.MePGCL has

calculated the same at a flat rate of 5.26% on the average GFA for the year because

detail of category wise assets was not available. MePGCL has not given any reason as
to why such details were not available even after two years of commissioning of the

Project.

It is submitted that MePGCL is trying to mislead this Hon’ble Commission by saying

that category wise assets details is unavailable. The audited accounts for FY 2017-19,

in schedule titled “Note 1: Property Plant and Equipment”, give detailed break up of

GFA balance. The same has been classified under 8 major heads which are; buildings,

plant and equipment, furniture and fixture, vehicles, office equipment, hydraulic

works, other civil works and lines and cable network.

Further, as per Regulation 33 of MYT Regulations, 2014 depreciation has to be

calculated annually as per straight line method at the rates specified in the CERC

(Terms and Conditions of Tariff) Regulations, 2009, as maybe amended from time to

time. Thus, the rate prescribed under the new CERC (Terms and Conditions of Tariff)

Regulations, 2019 will be applicable in the present case.

Accordingly, considering the classification of GFA in the audited accounts and the

depreciation rate prescribed by the Learned CERC the weighted average

depreciation rate should be 4.87%. The calculation for the same is as under:

. GFA Addition in FY | Depreciation Rate Depreciation
Particulars

2017-18 as per CERC (INR Crore)
Buildings 94.99 3.34% 3.17
Plantand Equipment 161.16 5.28% 8.51
Furniture and Fixtures 0.02 6.33% 0.00
Vehicles 0.19 9.50% 0.02
Office Equipment 0.05 6.33% 0.00
Hydraulic works 310.61 5.28% 16.40
Other civil works 31.87 3.34% 1.06
Lines and cable network 3.56 5.28% 0.19
Total / Weighted Average 602.45 4.87% 29.36

MEGHALAYA STATE ELECTRICITY REGULATORY COMMISSION



Order for Approval of Capital Cost for NUHEP and ARR for FY 2017-18 to FY 2020-21

(v)

(vi)

Response by MePGCL
Depreciation Rate:

The detailed reply in this regard was furnished at para 30-33 of our replies submitted
vide letter No. MePGCL/D/IGEN/Misc-43/2008/Pt-XI11/90 dated 13.02.2020.

Commission’s Remark: Noted.
Income Tax:

MePGCL in its petition has claimed income tax of INR 5.59 Crore for each year of the
MYT control period. This has been calculated after taking total effective rate as
21.91%. This approached of MePGCL is in contravention of Regulation 35.1 of MYT
Regulations, 2014 which provide as under:

“35 Tax on income

35.1 The Commission in its MYT Order shall provisionally approve Income Tax
payable for each year of the Control Period, if any, based on the actual income
tax paid as per latest Audited Accounts available for the applicant, subject to
prudence check.”

As per the audited accounts for FY 2017-18, MePGCL incurred loss of INR 163.54
Crore in FY 2017-18 and INR 19.88 Crore in FY 2016-17 and thus, no income tax was
payable by it. Consequently, the amount claimed towards income tax merits to be
dismissed.

Response by MePGCL
Income Tax:

The detailed reply in this regard was furnished at para 34-35 of our replies submitted
to the Commission vide letter referred above.

Commission’s Remark: Noted.
AFC for NUHEP for FY 2020-21:

MePGCL in its petition has sought INR 97.41 Crore towards adjustment on account of
revision of AFC for NUHEP in FY 2020-21 due to final audited capital cost. However,
on account of several deficiencies and the complete lack of information/data with
which the instant petition has been filed it is prayed that the Commission continue
with AFC of INR 24.86 Crore, previously approved in MYT Order dated 31.03.2018.

The above aspects may be taken into consideration. BIA craves leave to the add to
the submission mentioned above and also to submit such material with the leave of
the Commission as may be necessary in the truing up process.
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(vii)

BIA also craves leave to make oral submissions in the public hearing to be conducted
by the Commission.

Response by MePGCL
AFC. Fixed Charge And Energy Chnrge fur NUHEIP for FY 2020-21:

MePGCL had not filed the Final Tariff Petition for New Umtru H.E. Project for the 2nd
MYT Control period of FY 2018-19 to FY 2020-21. Since at the time of tiling of the
MYT Petition on 30.11.2017, the audited project cost was not yet available. The
petitioner had filed the MYT petition for Old Stations (including Sonapani) and
MLHEP only. The Commission had approved Rs. 58.58 crore as AFC for Old Stations
only (ref. Table 5.44. page-85 of the Generation Tariff Order for FY 2018-19 dated
31.03.2018) for FY 2020-21. However, out of this AFC of 58.58 crore approved for
Old Stations. The Commission had taken out Rs.24.86 crore and allocated the
amount to NUHEP. Similarly, an amount of Rs. 0.39 was taken out from the AFC of
Old Stations and allocated to Lakroh SHP (which was then under construction and
final tariff petition has not been filed yet), resulting in the reduction of AFC approved
for Old Stations from Rs. 58.58 crore to Rs. 32.32 crore for FY 2020-21 (ref.Table-
5.47, page-87 of the Generation tariff order for FY 2018-19 dated 31.03.2018). Thus,
the Commission in the MYT order dated 31.03.2018 inadvertently considered the
Lakroh and NUHEP as part of tariff petition of old stations, reducing the ARR share of
old plants including Sonapani. Against the impunged order, MePGCL also filed a
review petition.

The capital cost vetting by independent agency and capital cost audit is complete
and as such, MePGCL filed the NUHEP Petition for Approval of Final Capital Cost,
AFC For FY 2018-19 to FY 2020-21 of MYT Second Control Period & Tariff for FY
2020-21. The request of the objector to approve the AFC of Rs. 24.86 crore for
NUHEP as per MYT order dated 31.03.2018 may, therefore. Kindly be rejected and
the AFC claimed by MePGCL as per tariff petition for NUHEP dated 29.11.2019 may
kindly be considered by the Commission.

Commission’s Remark: Noted.
Lack of Transparency
Emphasis of Mercado’s specifies that:

The Objector prays that the Commission may kindly direct the Petitioner to
make the afore mentioned documents (including those submitted to the
Commission in Case 21/2018) available on the public domain and extend the time
for filing of objections in the interest of justice and fairness.

g8
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(viii)

Response by MePGCL

The reply of MePGCL in this regard was submitted at para-2 of the replies submitted
to the Hon'ble Commission vide letter dated 13.02.2020 referred above.

Commission’s Remark: Noted.
Compliance with Directives
Emphasis of Mercados specifies that:

The Objector prays that the Commission may conduct a thorough check
whether the Petitioner is abiding the directives of this Commission. It is prayed
that in case of non-compliance, the Commission takes stringent action by the letter
of the law, as stated in the MYT Order above.

Response by MePGCL

The reply of MePGCL was submitted at para -17 of the replies submitted to the
Commission vide letter dated 13.02.2020 referred above.

Commission’s Remark: Noted.
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Annexure- A

List of Participants in the Public Hearing on Generation Tariff for FY 2020-21 filed by
MePGCL

Date: 05.03.2020 | Venue: MSERC Conference Hall | Time: 12:00 PM

Present :

1.
2.
3.
4.

5.

Mr. P. W, Ingty, IAS (Retd), Chairman, MSERC.
Mr. R. Keishing, Member MSERC.

Mr. J.B. Poon, Secretary, MSERC.

Mr. E. Slong, Consultant (T), MSERC.

Mr. P. A. Sawian, Consultant (F), MSERC.

MeECL/MePGCL

1.

W N

b

6.

Shri. E. Shabong Chief Engineer (C) HP & HC MePGCL.
Shri. R. Syiem Chief Engineer (Generation) MePGCL

Shri. A. Lyngdoh Superintending Engineer (PM), MePGCL
Shri. K. Sohtun Asst. Accounts Officer MeECL

Shri. PiyushLohia PWC Pvt. Ltd.

Shri. SanketSumantray PWC Pvt. Ltd.

Byrnihat Industries Association (BIA)

1.
2.
3.

Mr. S. S. Agarwal, Secretary BIA.

Mr. U. Aggrawal, Pioneer Carbide Pvt. Ltd.
Mr. R. Bajaj, BIA.

Mr. B. Mittal, BIA.

Mr. P.K. Mishra, BIA.

Mr. S. Dhuri, Consultant BIA.

Mr. R. Singh, BIA.

Ms. R. Singhal, Advocate BIA.
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2. Commission’s Analysis

Back Ground

MSERC had earlier, approved provisional capital cost and Generation Tariff for (2x20) 40
MW New Umtru Project on 06.11.2017 as per Regulation 41.5 of MSERC MYT
Regulations 2014. The COD of the project as submitted by the Petitioner was on
01.07.2017.

Provisional Tariff approved was effective from 01.07.2017 to 31.03.2018.

Commission had extended the validity of the provisional Tariff to be in force up to
31.03.2019 along with the Generation Tariff Order for FY 2018-19 enabling the Licensee
to discharge the liability of the loans borrowed against the New Umtru project.

The generation Tariff Order for FY 2019-20 was not issued, as there was a gap in the
incumbency of the competent Commission.

MePGCL has submitted a copy of the environmental clearance issued by Govt. of India,
Ministry of Environment and Forests in the letter no.J-12011/100/2005-IA-1 dated
13.03.2006.

As per the approval, the clearance letter is valid for a period of 5 years from the date of
issue of the approval. Whereas the project has been reported completed on
31.03.2019.

MePGCL has submitted a report of IIT Guwahati for completion cost vetting of the
project where in the following key observations are made. Licensee also submitted
auditor’s report having certified the cost estimate and actual expenditure up to
30.09.2019.
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Report
On

Cost Vetting of New Umtru Hydro Electric Project

40 MW (2 x 20 MW)

Submitted to

Chief Engineer (HP&HC)
Meghalaya Power Generation Corporation Limited

Shillong-793001
Infrastructure Engineering and Management Division
Department of Civil Engineering

Indian Institute of Technology Guwahati

Guwahati-781 039

1.0 Introduction

The Meghalaya Power Generation Corporation Limited (MePGCL) has been entrusted
with the development of New Umtru Hydro Electric Power Project 40 MW (2x20 MW)
in Ri Bhoi district of Meghalaya. The New Umtru Hydro Electric Project (NUHEP) was
built alongside the old Umtru Project with common water storage and a new dam was
built at the location of the old dismantled Umtru weir of the old project to create
enhanced water storage for old and new projects.

The project was approved in December 2007 at a sanctioned cost of INR 226.40 crore
(@ March 2005 price). The Project encountered several challenges relating to design,
land acquisition and financing and it could be completed only in 2017. The project, thus,
entered into commercial operation in July 2017 (i.e. COD is 1°* July 2017).
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1.1

1.2

1.3

With respect to this project, MePGCL has approached IIT Guwahati to undertake
assignment of vetting the revised project cost of New Umtru Hydro Electric Project via
their letter no. CE/C/HP&HC/T-24(Pt-X1)/2017/37, dated October 04, 2017. Subsequent
to this, the team from IIT Guwahati visited the project site on October 17" 2017 and
had a meeting with the chief Engineer, MePGCL on 27" November 2017 regarding the
proposed consultancy assignment.

Objectives of Study

The Key objective of the study is vetting of the revised cost of the New Umtru Hydro
Electric Power Project (2x20 MW) project through examination of the various
components of the project cost. The vetting of the project’s capital cost will also involve
analysis of time and cost overrun during the execution of the project.

Approved Project Cost

Central Electricity Authority vetted the estimated cost of the project at INR 17,213 lakhs
against the estimated cost of INR 19,429 lakhs as per DPR. The costs of civil works and
electrical & mechanical works have been revised to INR 11,118 lakhs and INR 6,095
lakhs, respectively. Table 4 and Table 7 shows these comparison for civil works and
electrical & mechanical works, respectively. These vetted costs were lower than the
estimated costs as per DPR by 8.05% and 16.94%, respectively. Review of the project
cost approved by CEA, has indicated that the actual approved cost should be INR 17,447
lakhs against the value of INR 17,213 lakhs.

Actual Project Cost

The actual cost of the project has been estimated by accounting for all the payments
made to the concerned contractors for the civil works and electro-mechanical works till
March 31 2019. Table 10 shows the actual cost of the civil works paid till March 31st,
2019. The actual cost of the Civil Works has been found to be INR 29,437 lakhs,
highlighting an increase of about 157% from the actual cost. While, the expenditures
towards the Electrical Works has increased from INR 6,148.89 lakhs to INR 11,663.66
lakhs, indicating an increase of 89.68%.

Table 8 : Summary of the Total Project Cost as on March 31, 2019

SI.No | Major Cost Head Approved Cost | Actual Cost | Cost Variation | % Variation

1 Civil Works 11,447.39 29,437.26 17,990.53 157.16%

2 Electro-Mechanical 6,148.89 11,663.66 5.514.77 89 68%
Works

3 Prepayment - 308.95 308.95 -
Charges

4 Interest During -

. 17,329.92 17,329.92 -

Construction

5 Total 17,596.28 58,739.79 41,143.51 233.82%
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1.4 Interest during Construction

Funding for the project in the form of loans had structured by the implementing agency

from different financial institutions at different point of time during the project
implementation period. Initial debt funding for the project was financed by HUDCO.

However, On revising the project cost to account for the increase on scope of work,

HUDCO could not fund the additional loan component. The implementing agency then
approached PFC for funding the total loan component of the project. The interest

charged by the two financial institutions during the construction period is shown in
Table 26 and Table 27. The IDC charged by HUDCO and PFC is INR 6,084.19 lakhs and
INR 11,245.73 lakhs, respectively. Thus, the total interest during construction amount
charged to the project is INR 17,329.92 lakhs.

Table 9 : Summary of Interest during construction-HUDCO

F";{Z';f,'al Month/Installment Principal Repayment | Rate of Interest IDC Charged
November 2008 15,00,00,000 14%
December 2008 2,08,15,0000 14%

2008-09 [ January 2009 2.08.15,0000 13.50% | 74,32,345.00
February 2009 2,08.15,0000 12.75%13.5%
March 2009 20,81,50,000 | 81,263 12.75%
May 2009 20,80,68,737 | 1,02,609 11.75%12.75%
August 2009 20.79.66.128 11.5%-11.75%

2003-10 =Ngovember 2009 20.79.66,128 11.50% | 28425,496.00
February 2010 40.79.66,128 | 1,64,863 10.75%-11.50%
May 2010 40,78,01,265 10.50%
August 2010 40.78,01,265 10.50%

2010-11 PN vember 2010 40.78,01.265 10.50% | +36:94,052.00
February 2011 40.78,01.265 10.5%-11.25%
May 2011 72,55,01,265 11.5%-12%
August 2011 72.55.01.265 12%-12.5%

2011-12 =November 2011 87.75,01.265 12.5%-13% | :8%°°,991.00
February 2012 87.75.01.265 13.00%
T Installment 87,75,01,265 | 33,28,417 13.00%
3" Installment 87,41,72,848 13.00%
5" Installment 87,41,72,848 13.00%

201213 {2y hota MEN 78045008 13,31,63,973.00
7" Installment 112,91,81,856 13.00%
8™ Installment 143,51,81,856
May 2013 148,51,81,856 13.00%
August 2013 148,51.81.856 11.75%

2013-14  November 2013 153,51.81,856 11.75% | 1°-40,92,521.00
February 2014 157.75.81,856 | 9,88,75,000 11.75%
May 2014 147,87,06,856 | 9,88,75,000 13.00%
August 2014 137.98.31,856 | 9.88,75,000 13.00%

2014-15 mNovember 2014 | 128.09.56.856 | 9.88,75,000 13.00% | 14.66,84,678.00
February 2015 118,20.81.,856 | 9.88,75,000 13.00%
Total 39,55,00,000 60,4,19,056.00
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Table 10 : Summary of Interest During Construction-PFC

Financial Time of Loan Rate of Interest
year Date Drawal at time of IDC Charged
sanction loan

15.10.14 21,00,00,000 13.00%
21.10.14 1,45,03,41,930 13.00%
28.10.14 22,87,22,763 13.00%

2014-15 27.11.14 18,00,36,788 13.00% 6,08,82,850.00
15.01.15 6,08,82,850 13.00%
09.02.15 15,00,04,655 13.00%
15.04.15 7,03,69,134 13.00%
17.04.15 7,22,48,642 12.75%
25.05.15 6,74,92,721 12.75%
07.07.15 5,50,61,616 12.75%
15.07.15 7,80,70,208 12.75%
23.09.15 6,55,48,543 12.75%

2015-16 15.10.15 8,47,75,513 12.65% 32,76,68,256.00
20.10.15 5,81,44,692 12.65%
07.12.15 9,16,52,174 12.65%
21.12.15 10,01,82,303 12.65%
12.01.16 9,44,53,401 12.65%
17.02.16 8,01,69,960 12.65%
23.03.16 5,18,92,851 12.65%
12.04.16 10,24,96,693 12.40%
13.04.16 8,12,71,391 12.40%
12.07.16 11,03,72,984 12.40%
15.07.16 14,24,04,392 12.40%
24.08.16 11,08,05,939 12.40%

2016-17 06.12.16 12,39,46,948 12.15% >9,80,86,729.00
15.12.16 6,02,16,653 12.15%
15.01.17 12,64,80,105 12.15%
31.01.17 3,11,70,762 12.15%
22.03.17 5,36,34,312 12.15%
11.08.17 13,47,89,999 12.15%

2017-18 16.08.17 7,53,59,078 12.15% 13,79,35,263.00

Total 4,40,30,00,000 1,12,45,73,098.00

1.5 Accrued Expenditure till March 31, 2019

The actual cost of the project that has been evaluated by accounting for the payments
made to the concerned contractors for Civil Works, Electro-Mechanical Works, and
payments under other heads is found to be INR 58,739.79 lakhs. However, besides the
actual payment to the contractors, the implementing agency has already incurred
certain expenditures towards Civil Works and Electro-Mechanical Works which have not
been paid at the time of review. This incurred expenditure towards Civil Work and
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1.6

1.7

Electro-Mechanical Works is INR 944.14 lakhs and INR 55.73 lakhs, respectively. Besides
the incurred expenses, an amount of INR 888.01 lakhs had also been incurred towards
contingent liabilities. This include the cost of land yet to be paid to the land owners (INR
224.75 lakhs), alternative road through land which is also yet to paid (INR 80 lakhs),
repairing of diversion channel (INR 15.00 lakhs), and claims by M/s Andritz Hydro Pvt
Ltd. (INR 568.26 lakhs).

Summary

The project was initially approved at a cost of INR 17,596 lakhs by CEA in December
2007 after examination of the technical and cost aspects. However, at the time of
completion, the actual cost of the project has increased to INR 58,739.79 lakhs,
considering only the expenses paid by the implementing agency till March 31, 2019.
The break-up of this Actual Cost comprises of INR 29,437.26 lakhs towards Civil Works,
INR 11,663.66 lakhs towards Electro-Mechanical Works, INR 308.95 lakhs towards Pre-
payment Charges, and INR 17,329.92 lakhs towards Interest During Construction.

The implications of the time overruns resulted in price escalation and huge
expenditure towards Interest during Construction (INR 17,329.92 lakhs). In addition
to this, on account of the need to change the lending institution during the course of
the project execution, the implementing agency had to bear pre-payment charges of
INR 308.95 lakhs. As a result of the afore-mentioned events, the cost of the project,
considering only the payments made, has increased to INR 58,739.79 lakhs from the
initially approved cost of INR 17,596.28 lakhs.

cessscnseces s e KXXXXXX.ietenaenanne

The Licensee has submitted Project Audit report as on 31.03.2018 which reads as follows.

S.N Mukherji & Co.

Chartered Accountants
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MEGHALAYA POWER GENERATION CORPORATION LIMITED

CERTIFICATION OF PROJECT COST OF

NEW UMTRU HYDRO ELECTYRIC PROJECT (2X20MW)

AUDIT REPORT
Preamble

We have been appointed by Meghalaya Power Generation Corporation Limited,
Shillong vide Letter No. MePGCL/D/GEN/Acct-7/2014/93 Dated 6" November, 2019 to
certify the project cost of New Umtru Hydro Electric Project (2x20MW) at Dehal,
Byrnihat, Meghalaya.

Purpose of Certification

Expenditure incurred on the Projected for Computation of Power Tariff
Scope of Work
The Scope of work outlined by the Company is as follows:-

Certification of completion Cost of New Umtru Electric Project (2x20MW) as required
by Para 41.5 of Meghalaya State Electricity Regulatory Commission-Multi Year Tariff
Regulations 2014.

Period of Certification

The Period of our audit is from January 2008 till 30.09.2019

The Company vide letter no. MePGCL/D/GEN/Acctt- 7/2014/93 dt 6™ November, 2019
has appointed us to carry out the assignment upto 31.03.2019. However, during our
meeting with the top management of the company at the time of our audit, it was
decided that the exercise should be carried up to 30.09.2019. It was also discussed and
agreed that the certification should be as at 31.03.2018, 31.03.2019 and 30.09.2019
respectively.

Accordingly, our report has been prepared to show the net expenditure on the above
dates for the purpose of calculation of power Tariff in terms of Meghalaya State
Electricity Regulatory Commission-Multi Year Tariff Regulations 2014.

Methodology adopted

We have taken the following steps / measures to arrive at the net expenditure incurred
on the designed project under various heads of expenditure as per approved Budget:-

1) Scrutiny of records on sample basis from 2008 till 30.09.2019 and verification of
supporting vouchers and approval of competent authority.

2) Verification of returns submitted by the Project to the Company’s Head Office
Shillong at periodical intervals.
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3) Perusal of communication and other relevant documents pertaining to the above
Project.

4) Perusal of audit observations of Accountant General (Audit) Meghalaya and the
replies given by the Unit/ Company on the same in respect of the Project.

5) Perusal of Internal Audit Reports of the company on the Project.

6) Discussed various issues with the chief Engineer (C), Hydro Planning & Hydro
Construction MePGCL, Project Engineer, Accounts Officer and other executives of
the Project before finalization of our report.

6 Report

1) The Project Cost originally determined in 2008 has undergone changes over the
years and the final project cost has been revised from Rs.59900.00 lacs to
Rs.62913.01 lacs to incorporate/include the additional interest cost due to extension
of completion date which has been approved by the Board of Directors of the
Company at the meeting held on 3™ November 2016.

2) Approval has been accorded to extend the date of Commercial Operation from
October 2016 to 1% April 2017 by the Board of Directors of the Company at the
meeting held on 3™ November 2016. Final extensions of time for completion of Civil
works upto 30" June 2017 has been approved by the Board of the Directors of the
company at its meeting held on 8" November, 2017.

3) Approval has been accorded by Chief Engineer (Generation) MePGCL, Shillong vide
letter dt. 3™ August, 2017 extending the time for completion of E&M work from 1°*
April, 2017 to 30" June, 2017.

4) The Director Generation vide letter dt 28™ June 2017 has confirmed that the
company has declared the COD of the New Umtru H.E Project (2x20MW) w.e.f 1°**
July, 2017.

5) The Additional Chief Engineer (C) vide letter dated 20" November 2019 has
confirmed the capital expenditure incurred beyond Commercial Operation Date (1
July 2017) is being treated as Additional Capitalization as per relevant provision of
the Meghalaya State Regulatory Commission Multi Year Tariff regulations 2014. Such
additional capital expenditure totaling to Rs.1216.00 lakhs from 1°* July 2017 to 30"
September 2019 has been included in the total capital expenditure incurred on the
project on different reporting dates and has been duly considered for the purpose of
this exercise.

6) On the basis of our verification we have arrived at the net expenditure incurred by
the Company for New Umtru Hydro Electric Project (2x20MW) from January 2008 to
30.09.2019 after making due adjustment wherever considered necessary.

7)
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In our opinion the following amounts may be considered for computation of Power
Tariff in terms of Meghalaya State Electricity regulatory Commission-Multi Year
Tariff Regulations 2014 on different dates as follows:-

a) Upto 31.03.2018 Rs.58071.54 lakhs | Annexure A
b) Upto 31.03.2019 Rs. 58373.59 lakhs | Annexure B
c) Upto 30.09.2019 Rs. 58400.86 lakhs | Annexure C

7 List of Major Adjustments to arrive at the Net Expenditure for Calculation of Power

Tariff

1 Claim of M/s ITD Cementation India Ltd. amounting to Rs.328.47 lacs on account of
settlement of dispute towards Idle Charges has not been considered.

2 Irregular Claim of M/s Andritz Hydro Private Limited amounting to Rs.568.27 lakhs
on account of idle running cost and cost of storage preservation has not been
considered.

3  Deferment and other charges of Rs. 178.04 lakhs paid to HUDCO not being Penalty,
has not been considered. However, total expenditure under this head has been
Rs.487.00 lakhs of which Rs.308.96 lakhs has been paid by the company to HUDCO
towards prepayment of the loan taken from them for commercial reasons. The
Board of Directors of the company at its meeting held on 13.3.2014 and
07.05.2014 discussed the matter in details and decided to foreclose the loan taken
from HUDCO and take a fresh loan from Power Finance Corporation Limited. In the
final budget of the Project Rs.487.00 lakhs has been considered towards penalty
and prepayment charges. The prepayment charge of Rs.308.96 lakhs is within the
approved budget.

4  Cost of the Project as per Budget included Interest during Construction (IDC) is
Rs.15779.00 lakhs whereas total expenditure incurred under the head IDC has
been Rs.17078.78 lakhs registering an increase of Rs.1299.78 lakhs. The Company
resorted to increased borrowings from various agencies to complete the project
due to short infusion of equity leading to mismatch of Debt Equity ratio considered
in the Funding Package. This has resulted in excess payment of IDC of Rs.1299.78
lakhs which has not been considered as cost of the project for determination of
Power Tariff.

5 During the period of trail run of the project from April 2017 to June 2017 electricity
was generated and transferred to the State Load Dispatch Center (SLDC) the total
value of which comes to Rs.121.83 lakhs. The Said amount has been deducted to
arrive at the net expenditure.

8 Disclaimer

We have examined various papers, documents and statements produced to us for the

limited purpose of our assignment and relied on the explanations and declarations

given by the Management in this regard. This report has been prepared on the basis of
our best judgment and assessment of the issues involved.
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MEGHALAYA POWER GENERATION CORPORATION LTD

LUM JINGSHAI, SHILLONG, EAST KHASI HILLS DISTRICT MEGHALAYA

NET EXPENDIYURE STATEMENT FOR THE CONSTRUCTION OF NEW UMTRU H.E. PROJECT

(2X20 MW) AS ON 31.03.2018

(Rs. In Lacs)

Net Expenditure

considered for Approved
Description of Works computation of Budget for the
Power Tariff upt project
31.03.2018
Date of COD: Unit — I April 2017, Unit-Il July 2017
A. Land 570.06 577.64
B. Land 33.99 258.73
C. Works-
River Care
Dam 8304.63 8207.21
Intake 1597.59 1787.41
Hydro Mechanical 1683.04 1621.23
Claims M/S ITD Cem Ltd 0.00 338.35
J. Power Plant Civil Works
i. Head Race Tunnel 3038.04 3170.77
ii. Surge Shaft 1271.26 1284.63
iii. Pressure Shaft / Penstock 1270.91 1185.95
iv. Power House Complex 4697.59 5628.60
v. Tail Race Tunnel 2175.39 2182.37
vi. Switch yard 412.53 410.57
vii. Hydro Mechanical Works 483.92 438.63
K. Buildings 535.06 536.49
M. Plantation 8.63 10.75
0. Miscellaneous 260.20 271.61
P. Maintenance 74.59 84.49
Q. Special T& P 51.87 64.08
R. Communication 856.40 994.25
X. Environment Ecology & A forestation 145.73 147.05
Y. Losses on Stock 58.35
Establishment 2910.68 1803.47
Tools & Plants 37.57 50.00
Suspense
Receipts & Recoveries (-) -97.89 -98.40
INDIRECT CHARGES
Capitalized Value of Abatement of Cost of Land Revenue 0.00
Audit & Account Charges 0.00 52.29
0.00 902.49
Provision for Increase in the Price variation components for PK-l & II 375.00
TOTAL COST OF CIVIL WORKS 30321.78 32344.01
ELECTRICAL & MECHANICAL WORKS
Preliminary 285.82 338.33
a) Generator, Turbine and Accessories 6007.47
b) Auxiliary Electrical Equipment for Power Station 2001.85
c) Auxiliary Equipment and Services for Power station 11468.46 890.83
d) Central Sales tax @ 4% on 2 (a), (b) & (c) ’ 176.59
e) Transportation, Handling and Insurance charges @ 6% of 2(a) (b) (c) 235.34
f) Erection and Commissioning charges @ 8% of 2 (a) (b) & (c) less spares 1155.95
Total Generating Plant and Equipment 11468.46 10468.03
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(Rs. In Lacs)
Net E)'(pendlture Approved
Description of Works consu!ered for Budget for
computation of Power the project
Tariff upto 31.03.2018
a) Substation Equipment and Auxiliary Equipment for
Switchyard — (Annex V) 691.42
b) Central Sales Tax (@4 %) on 3 (a) 13.69
g)(z;r)ransportatlon, Handling and Insurance Charges @ 6% of Included in ger?erating
d) Erection and Commissioning charges @ 8% of 3(a) less Plant and Equipment
spares
Total (Sub Station Equipment and Auxiliary Equipment and
. . 705.11
Service of Switchyard)
Losses on stock @ 0.25% on items 2&3 except Erection and 27.70
commissioning charges
Maintenance during construction @ 1% on items 2&3 except
Erection and commissioning charges
Procurement and Inspection Charges @ 2% on items 2&3
except Erection and commissioning charges
Contingencies @ 1% on items 2&3 110.78
Contingencies @ 3% on items 2&3
Total (Item 1to 7) 11754.28 11649.95
Establishment Included in SI No 25 664.72
above
T&P 29.34 55.39
Audit and Account charges 0.00 55.39
Service Tax @ 12.36% on erection and commissioning Included in generating 165.95
Claims of Andritz Hydro excluding PVC Plant and Equipment 1500.60
TOTAL COST OF ELECTROMECHANICAL WORKS 11783.62 14092.00
Penalty & Pre payment charges 308.96 487.00
Escalation Included in Sl no 211.00
5,6,10,11,12,13,14,15
I.D.C 15779.00 15779.00
TOTAL EXPENDITURE 58193.37 62913.01
LESS: COST OF INFIRM POWER APRIL TO JUNE 2017 -121.83
NET EXPENDITURE 58071.54 62913.01

Sd/-
S.N Mukheriji & Co.

Charted Accountants
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3.1 Analysis of the Petition
The Regulations 28.1 (a) Specifies that Capital cost for a project shall include:

The actual expenditure on the date of commercial operation in case of new investments
shall be subject to prudence check by the Commission.

Since COD of the project has been declared as 01.07.2017, the actual expenditure
certified by the auditor shall be considered to be reckoned for capital cost of the
project for determination of Tariff.

The auditor has in their report stated and attached major adjustments to arrive at the
net expenditure for calculation of power Tariff vide paragraph 7.

As per the comments of the Auditor vide paragraph 7.1 to 7.5,

7.1 The claim of M/s ITD Cementation India Ltd. amounting to Rs.328.47 lakhs
towards idle charges has not been considered.

7.2 Irregular Claim of M/s Andritz Hydro Private Limited amounting to Rs.568.27
lakhs on account of idle running cost and cost of storage preservation has not
been considered.

7.3 Deferment and other charges of Rs. 178.04 lakhs paid to HUDCO not being
Penalty, has not been considered. However, total expenditure under this head
has been Rs.487.00 lakhs of which Rs.308.96 lakhs has been paid by the
company to HUDCO towards penalty and prepayment of the loan taken from
them for commercial reasons.

74 The Auditor stated that the Company resorted to increased borrowings from
various agencies to complete the project due to short infusion of equity leading
to mismatch of Debt Equity ratio considered in the Funding Package. This has
resulted in excess payment of IDC of Rs.1299.78 Lakhs which has not been
considered as cost of the project for determination of Power Tariff.

7.5 The Auditor held that the period of Trial run of the project was from April 2017
to June 2017. The Power generated during the above period has been valued at
Rs.121.83 lakhs as certified by SLDC wing shall be deducted from the project
cost.

Considering the auditor’s report the capital cost of the project as defined in the
Regulation 28.1 (a) shall be Rs. 514.04 Crore as on the date of COD ie., 01.07.2017 after
deducting Rs.3.28 Crore idle charges of M/s ITD Cementation India Ltd disallowed by
the auditor.

The value of infirm power at RS.1.22 Crore deducted as against the petitioned amount
of Rs.518.54 Crore is considered for provisional Tariff.
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The Licensee has not furnished the asset wise breakup of the project cost. In the
absence of the break up figure the Commission considers the asset wise breakup of the
project cost as computed below.

Table 11 : Audited Project Cost as on 01.07.2017

Particulars Rs.Cr
Project Cost Certified by the auditor as on 01.07.2017 518.54
Less: Idle Charges of M/s ITD Cementation 3.28
Less: Value of Infirm Power 1.22
Net Project cost as on 01.07.2017 514.04

Table 12 : Asset wise break up of GFA as on date of COD

(Rs.Cr)
Nature of Asset Closing Value of Asset

Land 0.09

Buildings 12.13
Others Civil Works 148.01
Hydraulic Works 178.85
Plant & Machinery 167.90
Communication 7.06

Total 514.04

Any additional capitalization subsequent to the COD shall be treated as Capital addition
as per the Regulation 29 as claimed by the Licensee.

The Auditor S.N Mukherji & Co. Chartered Accountant has certified final project cost as
on 31.03.2018 at Rs.580.72 Crore for determination of Tariff.

Table 13: Asset wise break up of GFA as on 31.03.2018

(Rs.Cr)
Nature of Asset Closing Value of Asset

Land 0.00
Buildings 91.57

Others Civil Works 30.72
Hydraulic Works 297.75

Plant & Machinery 155.35
Furniture & Fittings 0.02

Vehicles 1.83

Office Equipment 0.05

Lines & Cable Network 3.43
Communication

Total 580.72

The GFA of the project as computed above shall be adopted for consideration of the
Annual fixed charges and determination of Tariff from FY 2017-18 to FY 2020-21.

The Annual Fixed Charges of the project shall be comprising of the following ARR
elements computed as per the Regulations.
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ARR Elements
1. O&M Cost
2. Depreciation
3. Return on Equity
4. Int. on Loan Capital
5. SLDC
6. Int. on Working Capital
7. Income Tax

1. O&M Cost
Licensee’s Submission

The Licensee has claimed O&M expenses for New Umtru HEP at Rs.12.08 Crore for FY
2017-18 assuming the capital cost as Rs.603.96 Crore and also O&M expenses have
been escalated at 5.72% every year for FY 2018-19 to FY 2020-21.

Table 14 : O&M Expenses of NUHEP

(In INRCr.)

Particulars Amount
Capital Cost of NUHEP as on 31st March 2018 603.96
O&M Expenses for FY 2017-18 (2% of Project Cost) 12.08
Capital Cost of NUHEP as on 31st March 2019 606.98
O&M Expenses for FY 2018-19 (5.72% escalation but with capital cost as 12.83
on 31.03.2018) )
Final Capital Cost of NUHEP 607.25
O&M Expenses for FY 2019-20 (5.72% escalation but with final capital 13.57
cost) )
O&M Expenses for FY 2020-21 (5.72% escalation over previous Year) 14.35

Commission’s Analysis

As per Regulations 56.7 - In case of hydro generating stations declared under
commercial operation on or after 01/04/2009, O& M expenses shall be fixed at 2% of the
original project cost (excluding cost of rehabilitation and resettlement works) and shall
be subject to annual escalation at 5.72% for the subsequent years.

Commission considers project cost at Rs.580.72 Crore as on 31.03.2018 after deducting
Rs.1.22 Crore towards infirm power cost as certified by the auditor.

Thus O&M expenses as on 31.03.2018 works out to be Rs.11.61 Crore as per the said
Regulation.
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The O&M expenditure shall be regulated for the period 01.07.2017 to 31.03.2018
(9 Months at Rs.8.71 Crore)

The O&M expenses for New Umtru project escalated at 5.72% wef., 01.04.2018.
Considering the project cost at Rs.580.72 Crore as on 31.03.2018.

The O&M expenses for subsequent years shall be as follows.

FY 2018-19 - Rs.12.27 Crore
FY 2019-20 - Rs.12.98 Crore
FY 2020-21 - Rs.13.72 Crore

Gross Fixed Assets
Licensee’s submission

The Utility has requested the Hon’ble Commission to approve the final capital cost of
NUHEP asINR607.25Cr. The NUHEP started its commercial operation on 1July 2017. The
details of actual capital cost of NUHEP as on March 2018, March 2019 and final cost has
been provided in Section 1.2.2.

Gross Asset addition based on the capital cost as on commercial date of operation and
subsequent additional capitalization has been given below:

Table 15 : Gross Fixed Asset Details

(INRCr.)
FY 2017-18 FY 2018-19 FY 2019-20 FY 2020-21
Particulars
(Actual) (Provisional) (Estimated) (Projected)
Opening GFA (a) 0.00 603.96 606.98 607.25
Additions during the year (b) 603.96 3.02 0.27 -
Retirements during the year (c) - - - -
Closing GFA (d=a+b-c) 603.96 606.98 607.25 607.25

MePGCL submits before the Hon’ble Commission to kindly approve Gross Fixed Assets
for NUHEP as submitted in the above table. Any further asset addition due to
subsequent capex works will be adjusted in the true up of NUHEP.

Commission’s Analysis

The breakup of asset is considered for computation of Depreciation in the absence of
asset wise details in the petition.
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Table 16 : Break up of GFA computed for FY 2017-18

(Rs.Cr)
Nature of Asset OCFA Additions/Deductions | Closing Value of Asset
(01.7.2017) During year (31.03.2018)

Land - - 0.00
Buildings - - 91.57
Others Civil Works - - 30.72
Hydraulic Works - - 297.75
Plant & Machinery - - 155.35
Furniture & Fittings - - 0.02
Vehicles - - 1.83
Office Equipment - - 0.05
Lines & Cable Network - - 3.43
Communication - -

Total 517.32 580.72

Commission considers the GFA break up for Depreciation for FY 2017-18 to

FY 2020-21.
2. Depreciation

Licensee’s Submission

The Licensee has submitted that the Commission had computed depreciation at
Rs.27.27 Crore for full years and Rs.18.45 Crore for 09 Months from 01.7.2017 to
31.03.2018 on the basis of approved capital cost of Rs.518.54 Crore. Licensee has

stated that this will be adjusted in the true up for FY 2017-18.

Table 17 : Depreciation of NUHEP for Control Period

Particulars FY 2018-19 FY 2019-20 FY 2020-21
(Provisional) (Estimated) (Projected)

Value of Assets at the beginning of the year (a) 603.96 606.98 607.25

(INRCr.)

Addition during the year (b) (INR Cr.) 3.02 0.27 -

Withdrawn during the year (c) (INR Cr.) - - -

Value of Assets at the end of the year (d=a+b-c) 606.98 607.25 607.25

(INRCr.)

Average Value of Asset (e=(a+d/2)) (INR Cr.) 605.47 607.12 607.25

Average depreciation (%) (f) 5.26% 5.26% 5.26%

. —a¥*
(I?re;orematlon charges for the year (g=e*f) (INR 31.85 31.93 31.94

Commission’s Analysis

As per Regulations 33.1-

For the purpose of tariff determination, depreciation shall be computed in the

following manner:

The asset value for the purpose of depreciation shall be the historical cost of the

assets as approved by the Commission where:
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The opening asset’s value recorded in the Balance Sheet as per the Transfer
Scheme Notification shall be deemed to have been approved, subject to such
modifications as may be found necessary upon audit of the accounts, if such a Balance
Sheet is not audited. Consumer contribution or capital subsidy/grant etc shall be
excluded from the asset value for the purpose of depreciation.

The salvage value of the assets shall be considered at 10% and depreciation shall
be allowed up to maximum of 90 % of the capital cost of the asset.

Depreciation shall be chargeable from the first year of operation. In case of operation of
the asset for part of the year, depreciation shall be charged on pro-rata basis.

Commission considers the capital cost of the project at Rs.580.72 Crore as on
31.03.2018 after adjusting Rs.1.22 Crore towards Trial run power value as certified by
the auditor.

The Licensee has submitted SOA for FY 2017-18 for MePGCL wherein a capitalization of
Rs.602.45 Crore is shown as addition of assets and the Retirement/Disposal is shown at
Rs.0.79 Crore during the year. But it is not disclosed against which project the
capitalization of assets reported to, in the SOA, the Retirement/Disposal however is
shown against MLHEP.

Commission Considers the Capitalization against the NUHEP and approves final Capital
Cost.

The Licensee shall file Regulatory accounts, for determination of Tariff and truing up
as mandated in the Regulation 4.2 (C) of MYT Regulations 2014.
Table 18 : GFA & Depreciation for FY 2017-18

(Rs.Cr)
OCEA Addit‘ions Closing Value Rate- of- Amount of
Nature of Asset (1.07.2017) During of Asset Depreciation Depreciation
year (31.03.2018) | as per CERC
Land - 0.00 B i
Buildings - 91.57 3.34% 1.38
Others Civil Works - 30.72 3.34% 0.46
Hydraulic Works - 297.75 5.28% 7.07
Plant & Machinery - 155.35 5.28% 3.69
Furniture & - 0.02 6.33% 0.00
Fittings
Vehicles 1.83 9.50% 0.08
Office Equipment 0.05 6.33% 0.00
Lines & Cable 3.43 5.28% 0.08
Network
Total 517.32 580.72 2.32% 12.76
Less: Govt. Grants | 128.37 128.37 -2.98
Available
Net GFA 388.95 452.35 9.78
Average GFA 420.65
Net Depreciation 9.78
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Table 19 : Depreciation for 9 Months (01.07.2017 to 31.03.2018)

Sl.no | Particulars (Inr Cr)
1 Opening GFA as on 01.07.2017 517.32
2 Closing GFA as on 31.03.2018 580.72
3 Average GFA 549.02
4 Less: Govt. Grants 128.37
5 Net GFA 420.65
6 Depreciation for FY 2017-18 9.78
7 Depreciation for 9 Months 7.33

Commission approves Depreciation at Rs.7.33 Crore for FY 2017-18 (for 9 Months).

The Depreciation for provisional ARR for FY 2018-19 to FY 2020-21 adopting the GFA as on

31.03.2018.

Table 20 : Depreciation for Provisional ARR for FY 2018-19 to FY 2020-21

(Rs.Cr)
FY 2018-19 FY 2019-20 FY 2020-21
OCFA
Nature of Assets Amount of Amount of Amount of
(31.3.2018) L. . -
Depreciation Depreciation Depreciation

Land 0.00 0.00 0.00 0.00
Buildings 91.57 91.57 91.57 91.57
Others Civil Works 30.72 32.13 32.13 32.13
Hydraulic Works 297.75 297.75 297.75 297.75
Plant & Machinery 155.35 156.96 156.96 156.96
Furniture & Fittings 0.02 0.02 0.02 0.02
Vehicles 1.83 1.83 1.83 1.83
Office Equipment 0.05 0.05 0.05 0.05
Lines & Cable Network 3.43 3.43 3.43 3.43
Total 580.72 583.74 583.74 583.74
Average GFA. 582.23 583.74 583.74
Govt. Grants Available 128.37 128.37 128.37
Net GFA 453.86 455.37 455.37
90% GFA 408.47 409.83 409.83
Depreciation @ 4.39% 17.93 17.99 17.99

Commission Approves depreciation provisionally at Rs.17.93 Crore, Rs.17.99 Crore &
Rs.17.99 Crore for FY 2018-19, FY 2019-20 and FY 2020-21 respectively.

3. Return on Equity

Licensee’s Submission

Licensee has claimed return on equity at 30% of the capital cost at Rs.188.60 Crore
assuming the capital cost of Rs.603.96 Crore. The Licensee has also claimed normative
loan under this head for Rs.6.42 Crore based on the assumed capital cost.
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Table 21 : Return on Equity (RoE) of NUHEP

FY 2018-19 FY 2019-20 FY 2020-21

Particulars (Provisional) (Estimated) (Projected)
Opening Equity (INR Cr.) (a) 188.60 188.60 188.60
Addition of Equity (INR Cr.) (b) 0.00 0.00 0.00
Closing Equity (INR Cr.) (c=a+b) 188.60 188.60 188.60
Average Equity Base (INR Cr.) (d=a+c/2) 188.60 188.60 188.60
30% of Capital Cost (e) 182.09 182.18 182.18

Equity to be considered for RoE

Calculations (f=lower of d and e) 182.09 182.18 182.18
RoE (%) (g) 14% 14% 14%
Return on Equity (INR Cr.) (h=f*g) 25.49 25.50 25.50
Equity Portion to be treated as Normative 6.50 6.42 6.42

Loan (INR Cr.) (i=d-e)

Commission’s Analysis
As Per Regulations 31 read with 27 and 28.10-

The following shall be excluded or removed from the capital cost of the existing and
new project:

(a) The assets forming part of the project, but not in use;
(b) De capitalization of Asset;

(c) In case of hydro generating station any expenditure incurred or committed to be
incurred by a project developer for getting the project site allotted by the State
government by following a two stage transparent process of bidding; and

(d) The proportionate cost of land which is being used for generating power
from generating station based on renewable energy:

Provided that any grant received from the Central or State Government or any statutory
body or authority for the execution of the project which does not carry any liability of
repayment shall be excluded from the Capital Cost for the purpose of computation of
interest on loan, return on equity and depreciation;

Return on equity shall be computed on the equity base determined in accordance
with regulation 27 and shall not exceed 14%.

Commission approves Debt equity ratio at 70:30 on the basis of net capital cost of the
project at Rs.580.72 Crore.

The Govt. of Meghalaya vide notification dated 24.03.2015 stated that the money
released under SPA, SCA, NEC and NLCPR as grant in aid is to be treated as equity at
Rs.128.37 Crore for execution of the New Umtru HEP as on date.

Thus the Debt Equity ratio as on the date of COD and subsequent Tariff Period shall be
as depicted in the table below.
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Table 22: Computation of Debt Equity & Return on Equity for Tariff period

(Rs.Cr)

FY 2017-18
Particulars (01.07.2017- FY 2018-19 FY 2019-20 FY 2020-21
31.03.2018)
GFA as on 01.07.2017 (OB) 517.32 580.72 583.74 583.74
GFA as on 31.03.2018 (CB) 580.72 583.74 583.74 583.74
Avg .Project Cost 549.02 582.23 583.74 583.74
Less: Govt. Grants 128.37 128.37 128.37 128.37
Net Capital Cost 420.65 453.86 455.37 455.37
70% Debt 294.45 317.70 318.76 318.76
30% Equity 126.20 136.16 136.61 136.61
Avg Equity - 131.18 136.38 136.61
Approved ROE @ 14% 17.67 18.36 19.09 19.13
ROE for 9 Months 13.25 - - -

Commission approves Return on Equity at Rs.18.36 Crore, Rs.19.09 Crore and Rs.19.13
Crore for FY 2018-19, FY 2019-20 and FY 2020-21 respectively.

4. Interest on Loan Capital
Licensee’s Submission

The Licensee has not claimed Interest on loans for FY 2017-18, but the claim of Interest
on Capital loans for the period FY 2018-19 to FY 2020-21 is claimed in the petition at
Rs.53.11 Crore, Rs.49.52 Crore and Rs.45.89 Crore respectively projecting the loan
capital at Rs.440.30 Crore.

Table 23 : Computation of Interest on Loan - NUHEP

FY 2018-19 FY 2019-20 FY 2020-21

Particulars

(Provisional) (Estimated) (Projected)
Opening Balance (a)(INR Cr.) 479.49 448.04 418.55
Addition during the Year (b)(INR Cr.) 0.00 1.96 2.06
Repayment during the Year (c)(INR Cr.) 31.45 31.45 31.45
Closing Balance (d=a+b-c)(INR Cr.) 448.04 418.55 387.10
Average Interest Rate (e) 12.05% 12.02% 11.98%
Interest Payable on Loan (f=(a+d)/2*e)(INR Cr.) 55.89 52.08 48.26

PFC had sanctioned a loan amount of INR 440.30 Cr. for NUHEP, whereas INR 418.65Cr.
was used for NUHEP project works. Based on this, the interest payable on loan has
been apportioned based on the actual loan utilization of NUHEP for MYT 2" control
period, and has been shown below:
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Table 24 : Interest on Loan Apportioned - NUHEP

(INRCr.)

Particulars FY 2018-19 FY 2019-20 FY 2020-21

(Provisional) (Estimated) (Projected)
Interest payable for the year (a) 55.89 52.08 48.26
PFC Loan for NUHEP (b) 440.30
Actual Loan Amount used for NUHEP works (c) 418.38 418.65 418.65
Interest payable for the year Apportioned 53.11 49.52 45.89
(d=a*c/b)

Commission’s Analysis

The Licensee has submitted SOA for FY 2017-18 certified by the Statutory Auditors
wherein the opening balance of loan capital obtained for execution of New Umtru HEP
is shown at Rs.419.29 Crore and the closing balance is shown at Rs.440.30 Crore.

As per Regulation 32.1 - Interest and finance charges on loan capital shall be computed
on the outstanding loans, duly taking into account the schedule of loan repayment,
terms and conditions of loan agreements, bond or debenture and the lending rate
specified therein.

Provided that the outstanding loan capital shall be adjusted to make it consistent with
the loan amount determined in accordance with regulation 27.1, provided any grant
obtained for execution of the project shall not be considered as a part of capital
structure for the purpose of Debt equity ratio.

The Capital cost of the Project is considered at Rs.580.72 Crore as on 31.03.2018 of
which Rs.128.37 Crore include Govt. Grant. The Net Project cost for the purpose of loan
capital shall be Rs.452.35 Crore and 70% of this loan capital at Rs.316.65 Crore shall be
considered for computation of interest cost. The Repayment of the loan shall be 15
years from its COD in quarterly installment as shown in SOA for FY 2017-18.

The Licensee has shown repayment during FY 2017-18 at Rs.7,86,25,000 in the SOA and
the Rate of interest shown at 12.15%

Thus the Loan Schedule is drawn with the above data and computed interest cost in the

table below

Table 25: Computation of Interest on Loan Capital

(Rs.Cr)

Particulars of Loan FY 2017-18 | FY 2018-19 FY 2019-20 FY 2020-21
Project Cost after Govt. Grant 452.35
( Rs.580.72 Cr —Rs.128.37 Cr)
Opening Loan (70%) of Capital Cost 316.65 293.07 261.62 230.17
Additions During the Year - - - -
Repayment During the Year(15 Years from 23.58 31.45* 31.45* 31.45*
COD) Quarterly (3/4) of FY 017-18
Closing Loan 293.07 261.62 230.17 198.72
Average Loan 304.86 277.35 245.90 214.45
Interest @ 12.15% 12.05% 12.02% 11.98%
Interest Payable 37.05 33.42 29.56 25.69
Interest for 9 Months 27.82
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(* The Repayment & Rate of Interest as projected by the licensee in the petition is considered.)

Commission considers the interest on loan capital for the Tariff period.
SLDC

Licensee’ Submission

Licensee has not claimed SLDC charges for Tariff Period.

Commission’s Analysis

Regulation 42 of MYT Regulations 2014 specifies that — SLDC and connectivity charges
are determined by the Commission and payable by the generating companies shall be
considered as expenses.

SLDC and Transmission charges paid for the energy sold outside the state shall not be
considered as expenses for determining generation tariff.

The Licensee has not claimed SLDC charges in the petition. Commission considers SLDC
charges for the purpose of Tariff as per the Regulations.

Commission had considered SLDC ARR in the MYT Order for FY 2015-16 to FY 2017-18
at Rs.2.30 Crore for 314.70 MW allocation considered for the FY 2017-18.

Commission considers that 40 MW of generation from the New Umtru Project shall be
added to the Grid. Accordingly SLDC ARR for MePTCL shall be Rs.2.59 Crore. The SLDC
charges for New Umtru Project shall be Rs.0.15 Crore. The 9 Months SLDC charges for
the period 01.07.2017 to 31.03.2018 shall be Rs.0.11 Crore.

Commission Approves the SLDC charges at Rs. 0.11 Crore for FY 2017-18 and Rs.0.15
Crore each year for FY 2018-19 to FY 2020-21 provisionally.

Interest on Working Capital
Licensee’s Submission

Licensee has claimed Interest on working capital for New Umtru project as admissible
under Regulation 34.1 (lIl) as showed in Table below.

Table 26: Interest on Working Capital of NUHEP

Particulars FY 2018-19 FY 2019-20 | FY 2020-21
(Provisional) | (Estimated) | (Projected)
Operation and Maintenance Expense for One
Month (INR Cr.) (a) 1.07 113 1.20
H 0,
Maintenance Spares at 15% of O&M (INR Cr.) 1.93 204 215
(b)

Two Months Receivables of AFC (INR Cr.) (c) 22.10 21.70 21.20
Working capital required (INR Cr.) (d=a+b+c) 25.10 24.86 24.55
(INR Cr)

SBI short term PLR (%) (e) 13.45% 13.80% 13.80%
Amount of interest on working capital
(INR Cr.) (f=d*e) 3.38 3.43 3.39
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Commission’s Analysis

As per Regulation 34.1 (iii) — “In case of hydro power generating stations, working

capital shall cover:

e QOperation and maintenance expenses for one (1) month;

e Maintenance spares at the rate of 15% of O & M expenses escalated at 6% from the

date of commercial operation; and

e Receivables equivalent to two (2) month of fixed cost:

Interest on working capital shall be allowed at a rate equal to the State Bank Advance
Rate (SBAR) as on 1st April of the financial year in which the Petition is filed.”

Licensee has not claimed Interest on Working Capital for FY 2017-18.

Commission considers Interest on working capital as depicted in table below

Table 27 : Computation of Interest on Working Capital

FY 2017-18
Particulars (01.07.17 FY 2018-19 | FY 2019-20 | FY 2020-21
to (Provisional) | (Estimated) | (Projected)
31.03.18)
Operation and Maintenance Expense for One
Month (INR Cr.) (a) 0.97 1.02 1.08 1.14
Maintenance Spares at 15% of O&M
expenses escalated at 6 %(INR Cr.) (b) 0.15 0.16 0.17 0.18
Two Months Receivables of AFC (INR Cr.) (c) 9.53 13.68 13.28 12.77
Working capital required (INR Cr.) (d=a+b+c) 10.65 14.86 14.53 14.09
(INR Cr)
SBI short term PLR (%) (e) 13.85% 13.45% 13.80% 13.80%
Amount of interest on working capital 1.48 2.00 2.00 1.94

(INR Cr.) (f=d*e)

Commission approves Interest on Working Capital as shown in the table above for

Tarif period.
Income Tax

Licensee Submission

Licensee has claimed Income Tax as per Regulation 35 of MYT Regulations 2014 to be
allowed for the Tariff as MAT + Surcharge.

Table 28 : Effective Tax Rate

Particulars Rate
MAT Rate 18.5%
Surcharge rate for net income > 1 Cr. 15.0%
MAT + Surcharge 21.3%
Education and Higher Education Cess thereon 3.0%
Total effective tax rate 21.91%
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Accordingly, the tax payable on the Return on Equity of NUHEP works out as below:

Table 29 : Income tax on NUHEP

Particulars FY 2018-19 FY 2019-20 FY 2020-21
(Provisional) (Estimated) (Projected)
Return on equity (INR Cr.) (a) 25.49 25.50 25.50
Effective tax rate (%) (b) 21.91% 21.91% 21.91%
Tax payable (INR Cr.) (c=a*b) 5.59 5.59 5.59

MePGCL submits before the Hon’ble Commission to kindly approve the Income Tax for
NUHEP as computed above.

Commission’s Analysis

As per Regulation 35.1- The Commission shall provisionally approve income tax for each
year, if any, based on the actual income tax paid as per latest audited accounts
available for the applicant subject to prudence check.

The Licensee has not filed any audited statement of accounts for FY 2017-18 and also
for subsequent years. Commission considers that the licensee had not paid any income
tax for the period it has started generation business.

Therefore Commission does not consider any income tax. However income tax shall be
allowed for tariff as and when the proof of payment of income tax as certified by the
statutory auditors is filed by the utility.

Non Tariff Income
Petitioner’s Submission

Licensee has submitted that Based on the provisional figures available for FY 2018-19,
the Non-Tariff income for NUHEP is INR 0.112 Cr. for FY 2018-19. Accordingly, the
Utility has determined the non-tariff income for FY 2019-20 and FY 2020-21 considering
a 3% year on year increment. The same is shown below for reference.

Table 30: Non-Tariff Income

Particulars FY 2018-19 FY 2019-20 FY 2020-21
(Provisional) (Estimated) (Projected)
Non-Tariff Income (INR Cr.) 0.112 0.116 0.119

Commission’s Analysis

The Licensee has not submitted any Non-Tariff Income for FY 2017-18, but has
projected Non-tariff income for FY 2018-19 to FY 2020-21 in the above table.

Commission considers Non-Tariff Income as proposed in Table-30 above
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9. Summary of Annual Fixed Cost of NUHEP

Licensee Submission

Based on the submissions in the previous sections, the summary of the total fixed cost
of NUHEP for 2nd MYT Control Period is provided in the table below:

Table 31 : Total AFC of NUHEP

(InINR Cr)
Sl. Particulars FY 2018-19 FY 2019-20 FY 2020-21
No. (Provisional) (Estimated) (Projected)
1 Interest on Loan capital 53.50 50.26 46.57
2 Depreciation 31.85 31.93 31.94
3 O&M Expenses 12.83 13.57 14.35
4 Interest on working capital 3.38 3.43 3.39
5 Return on Equity 25.49 25.50 25.50
6 Income Tax 5.59 5.59 5.59
7 Net Prior Period Items 0.08
Total Annual Fixed Cost 132.71 130.29 127.35
8 Less: Non-Tariff Income 0.112 0.116 0.119
Net Annual Fixed Cost 132.60 130.18 127.23

MePGCL prays before the Hon’ble Commission to kindly approve AFC for MYT

2"Control period as shown in the table above.

Commission’s Analysis

Commission after Prudence Check of the petition and supporting Audit Report and
vetting report by IIT Guwahati and all other sanctions, approves the ARR for FY 2017-18

to FY 2020-21.

Table 32: Approved ARR for NUHEP

(Rs.Cr.)
FY 2017-18
o, | Partiulars 020747t | LR | provisional) | (Provisiona
31.03.18)
1 | Interest on Loan capital 27.79 33.42 29.56 25.69
2 | Depreciation 7.33 17.93 17.99 17.99
3 | O&M Expenses 8.71 12.27 12.98 13.72
4 | Interest on working capital 1.48 2.00 2.00 1.94
5 | Return on Equity 13.25 18.36 19.09 19.13
6 Income Tax - - - -
7 | SLDC 0.11 0.15 0.15 0.15
8 | Net Prior Period Items - - - -
Total Annual Fixed Cost 58.67 84.18 81.82 78.67
9 | Less: Non-Tariff Income - 0.11 0.12 0.12
Net Annual Fixed Charges 58.67 84.07 81.70 78.55
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3.2 Computation of Capacity Charge and Energy Charge
3.2.1 Regulatory Provisions
Licensee’s Submission:

MePGCL submits that based on the Annual Fixed Cost approved by commission, it will
calculate the capacity charge and energy charge based on the following provisions of
the MYT Regulations, 2014:

“57 Computation and payment of capacity charge and energy charge for Hydro
generating stations.

57.1 Capacity Charges:

(1) The fixed cost of a hydro generating station shall be computed on annual basis,
based on norms specified under these regulations, and recovered on monthly basis
under capacity charge (inclusive of incentive) and energy charge, which shall be
payable by the beneficiaries in proportion to their respective allocation in the saleable
capacity of the generating station, that is to say, in the capacity excluding the free
power to the home State:

Provided that during the period between the date of commercial operation of the first
unit of the generating station and the date of commercial operation of the generating
station, the annual fixed cost shall provisionally be worked out based on the latest
estimate of the completion cost for the generating station, for the purpose of
determining the capacity charge and energy charge payment during such period.

(2) The capacity charge (inclusive of incentive) payable to a hydro generating station
for a calendar month shall be

=AFCx 0.5 x NDM / NDY x (PAFM / NAPAF) (in Rupees)

Where,

AFC = Annual fixed cost specified for the year, in Rupees.

NAPAF= Normative plant availability factor in percentage

NDM = Number of days in the month

NDY = Number of days in the year

PAFM = Plant availability factor achieved during the month, in percentage
(3) The PAFM shall be computed in accordance with the following formula:
PAFM =10000 x > DCi /{ N x ICx ( 100 - AUX ) } %

i=1

Where,

AUX = Normative auxiliary energy consumption in percentage
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DCi = Declared capacity (in ex-bus MW) for the ith day of the Month which the station
can deliver for at least three (3) hours, as certified by the nodal load dispatch centre
after the day is over.

IC = Installed capacity (in MW) of the complete generating station
N = Number of days in the month
57.2 Energy Charges:

(1) The energy charge shall be payable by every beneficiary for the total energy
scheduled to be supplied to the beneficiary, excluding free energy, if any, during the
calendar month, on ex power plant basis, at the computed energy charge rate. Total
Energy charge payable to the generating company for a month shall be:

= (Energy charge rate in Rs. / kWh) x {Scheduled energy (ex-bus) for the month in kWh}
x (100 — FEHS) / 100.

(2) Energy charge rate (ECR) in Rupees per kWh on ex-power plant basis, for a hydro
generating station, shall be determined up to three decimal places based on the
following formula, subject to the provisions of clause (4):

ECR=AFCx0.5x10/{DE x (100-AUX ) x ( 100 — FEHS )}
Where,

DE = Annual design energy specified for the hydro generating station, In MWh, subject
to the provision in clause (6) below.

FEHS = Free energy for home State as fixed from time to time, by competent authority.

(3) In case actual total energy generated by a hydro generating station during a year is
less than the design energy for reasons beyond the control of the generating company,
the following treatment shall be applied on a rolling basis:

(i) in case the energy shortfall occurs within ten years from the date of commercial
operation of a generating station, the ECR for the year following the year of energy
shortfall shall be computed based on the formula specified in clause (2) with the
modification that the DE for the year shall be considered as equal to the actual energy
generated during the year of the shortfall, till the energy charge shortfall of the
previous year has been made up, after which normal ECR shall be applicable;

(ii) in case the energy shortfall occurs after ten years from the date of commercial
operation of a generating station, the following shall apply:

Suppose the specified annual design energy for the station is DE MWh, and the actual
energy generated during the concerned (first) and the following (second) financial
years is A1 and A2 MWh respectively, A1l being less than DE. Then, the design energy
to be considered in the formula in clause (5) of this Regulation for calculating the ECR
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for the third financial year shall be moderated as (A1 + A2 — DE) MWh, subject to a
maximum of DE MWh and a minimum of A1 MWh.

(iii) Actual energy generated (e.g. A1, A2) shall be arrived at by multiplying the net
metered energy sent out from the station by 100 / (100 — AUX).

(4) In case the energy charge rate (ECR) for a hydro generating station, as computed in
clause (5) above, exceeds eighty paise per kWh, and the actual saleable energy in a

year exceeds { DE x ( 100 — AUX ) x ( 100 — FEHS ) / 10000} MWh, the Energy charge for
the energy in excess of the above shall be billed at eighty paise per kWh only:

Provided that in a year following a year in which total energy generated was less than
the design energy for reasons beyond the control of the generating company, the
energy charge rate shall be reduced to eighty paise per kWh after the energy charge
shortfall of the previous year has been made up.

(6) The concerned Load Despatch Centre shall finalise the schedules for the hydro
generating stations, in consultation with the beneficiaries, for optimal utilization of all
the energy declared to be available, which shall be scheduled for all beneficiaries in
proportion to their respective allocations in the generating station.”

Commission’s Analysis

Commission has analyzed the petition filed by the licensee for approval of the capital
cost of New Umtru Project with reference to the MSERC Regulations 2014 considering
capitalization reported in SOA and approved the Annual Fixed Charges as depicted in
the table below.

Table 33 : Approved Annual Fixed Charges for New Umtru HEP

(Rs.Cr.)
FY 2017-18
N, | Particuars 020747t | (T | Provisional) | (provisonal)
31.03.18)
1 | Interest on Loan capital 27.79 33.42 29.56 25.69
2 | Depreciation 7.33 17.93 17.99 17.99
3 | O&M Expenses 8.71 12.27 12.98 13.72
4 | Interest on working capital 1.48 2.00 2.00 1.94
5 | Return on Equity 13.25 18.36 19.09 19.13
6 | Income Tax - - - -
7 | SLDC 0.11 0.15 0.15 0.15
8 | Net Prior Period Items - - - -
Total Annual Fixed Cost 58.67 84.18 81.82 78.67
9 | Less: Non-Tariff Income - 0.11 0.12 0.12
Net Annual Fixed Charges 58.67 84.07 81.70 78.55

Now, based on the Regulations, 50% of the Annual Fixed Charges shall be recovered

and the balance is to be claimed as energy charge from the beneficiary considering

the actual generation of power. The Licensee shall file audited accounts along with
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C&AG audit report for true up from FY 2017-18 to FY 2019-20. The fixed and energy
charges for NUHEP for FY 2020-21 are as computed in the table above shall be
consolidated in the MePGCL ARR for FY 2020-21.

The licensee was allowed provisional tariff for New Umtru Project with effect from

01.07.2017, the proceeds of provisional tariff Revenue shall be adjusted against the
Net ARR for the FY 2017-18 to FY 2019-20 in the petitions to be filed for true up.

The Design Energy as projected in the petition shall be considered for computation

of energy charges after deducting auxiliary consumption and transformation losses

for the tariff period.

Table 34 : Fixed and Energy Charges for New Umtru HEP for the Control Period

;I(; Particulars FY 2017-18 |FY 2018-19 FY 2(319- FY 2020-21
1 | Net AFC for Computation of Tariff (INR Cr.) 58.67 84.07 81.70 78.55

2 | Designed Energy as per HG-4 (MU) 168.81 180.19 202.18 235.00
3 | Less: Auxiliary Consumption @ 1% 1.69 1.80 2.02 2.35

4 | Less: Transformation Loss @ 0.5% 0.84 0.90 1.01 1.17

5 | Net Energy (MU) 166.28 177.49 199.15 231.48
6 | Fixed Charge (INR Cr.) (50% of Sl.no.1) 29.34 42.04 40.85 39.28

7 | Energy Charge (INR/ kWh) (50% Sl.no1)/Sl.no5 1.76 2.37 2.05 1.70

The Licensee shall claim 50% as Annual Fixed Charges and Energy charge as approved

for actual generation during the Tariff period.

The Licensee shall invariably maintain asset wise gross fixed assets records for future

filing of the petitions for true up.
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