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ORDER
(DATE OF HEARING : 23.12.2003)

The petitioner has been granted licence for execution of transmission lines of

the transmission system associated with 1020 MW Tala Hydro-electric Project.

2. The execution of the transmission system has been approved by the Central
Government, at a total cost of Rs.1100 crore, based on the feasibility report at price
levels of second quarter of 2002. It is stated that subsequent to the preparation and
submission of feasibility report, bidding documents were prepared based on a
preliminary route survey, taking into consideration the increased quantities of material
on account change in route length and finalisation of tower and foundation designs.
Power Grid Corporation of India Limited (PGCIL) had invited bids for the execution of
the transmission line when the petitioner was selected for the purpose. According to
the petitioner, the project cost works out to Rs.1262 crore based on price level of

August 2002 for tower packages and July 2003 for conductor and insulator packages



indicated in the bidding document circulated by PGCIL. The petitioner has submitted
that the prices are subject to further variation because of change of quantities of the
material and variation in prices, since the quantities mentioned in the bid documents
were provisional and the executed quantities are to be determined after detailed route
survey on completion of placement of tower packages. The petitioner has suggested
a formula for price escalation, reportedly being followed by PGCIL for its projects. In
the estimate of the petitioner, if the quantity variation of 15% and price variation of
20% is considered, the total cost of the transmission system works out to Rs.1636
crore. Further, the prices quoted in the bid documents included tax and duties
payable based on the then existing tax structure. Any increase or decrease in tax or
duties will have its implications on costs which would be required to be readjusted.
Accordingly, through this petition the petitioner has sought approval of the
Commission for the methodology for recalculation of project cost in the light of likely
variation in the quantity and also the prices. The petitioner has further sought a
confirmation that the completed project cost based on auditors certificate shall be
approved by the Commission for the purpose of tariff, so long as increase in project

cost is on account of variation of quantity or prices and change of law.

3. We have heard the representatives of the parties present at the hearing. The
petitioner is a joint venture company the shares of which are held by Tata Power
Company Limited (51%) and PGCIL (49%), the latter is a Government company under
Ministry of Power. The representatives of PGCIL present before us submitted that
PGCIL being a Government company, cannot invest into joint venture enterprises
without the approval of the President as per the Articles of Association. They

informed that in case there is any upward revision of cost, the approval of Central



Government has to be obtained since otherwise PGCIL cannot make any contribution

towards equity.

4. We have taken note of the submissions made by the parties under the
circumstances, we do not consider it necessary to approve the formulae for quantity
and price variations submitted by the petitioner in the present petition. Before granting
approval to the revised cost estimates, Central Government will get the costs
examined by its agencies as is the practice. We cannot, at this stage, to the prayers
made in the petition, put our seal of approval. We, however, direct that the petitioner
shall liaise with PGCIL so that the proposal for obtaining approval of the Central
Government is expedited and finalised by 31.1.2004. We make it clear that these
observations shall not preclude the Commission from examining for the purpose of
tariff the reasonableness of the actual cost incurred by the petitioner even if the

revised cost estimates are approved by the Central Government, or any of its

agencies.
5. With the above observations, the petition stands disposed of, with no order as
to costs.
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