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COMMENTS/SUGGESTIONS OF SJVN LTD ON DRAFT CENTRAL ELECTRICITY REGULATORY COMMISSION (TERMS AND CONDITIONS OF TARIFF) REGULATIONS, 2024” FOR THE TARIFF PERIOD W.E.F. 01.04.2024 TO 31.03.2029:
	Regulation No.
	Description
	Comments of SJVN

	3 (12); 3 (56) & 36 (2) (d)
	“Capital Spares” & “Operation and Maintenance Expenses”
	· The cost of capital spares is mostly determined by the unit capacity of the generating station. Consideration of Capital spare cost above Rs 20 lakh may be higher for small hydropower plants than in large hydropower plants. Moreover, in the respective years, a no of capital spares costing below 20 lakhs are being used, which are necessary for smooth and efficient operation of plant. 

· Further, the Hon’ble Commission vide its order dated 07.09.2021 while approving the Tariff of Nathpa Jhakri HPS for the period 2014-19 has recorded following while dealing with the expenditure related to Capital Spares:

“………The term capital spares, in our view, is a piece of equipment, or a spare part, of significant cost that is maintained in inventory for use in the event that a similar piece of critical equipment fails or must be rebuilt. Keeping in view the principle of materiality and to ensure standardised practices in respect of earmarking and treatment of insurance/capital spares, only insurance/capital spares of value exceeding Rs.1 (one) lakh, on prudence check of the details furnished by the Petitioner, have been considered for the purpose of tariff. The Commission is also of the view that spares of value less that Rs. one lakh would normally form part of normal repair and maintenance expenses……”.
  
In line with aforesaid order of Hon’ble CERC, it is proposed that spares individually costing above Rs 1 (One) lakh and maintained above the initial spares may be considered as Capital Spares.

	3 (17)
	Cut-off-date
	· Cut-off-date may be considered differently for Thermal Generating Stations and Hydro Generating Stations. As the construction period of Hydro Generating stations is higher than the Thermal Generating stations due to various issues as under:

a. Law & Order / Militancy Problems: Most of the Hydroelectric Projects are constructed in hills or on foothills. In hills at many places, local people have their customs and they do not prefer to deviate from them. Whenever, any activity is started in such area, local people create many problems. Some parts of the country are infested with various militant outfits. These organizations frequently declare long bundhs. Due to these frequent bundhs and fearful atmosphere, the transportation network is completely paralyzed making the movement of man & material difficult and erratic. Due to uncertainty in supply of material, the forced idleness of the manpower increases. 
b. Lack of Support from State Authorities – Even after obtaining all statutory clearances and implementing all measures suggested by various agencies while according clearances sincerely by the hydropower development agency, some political parties/local leaders create problems during construction of the project.
c. Delay In Private Land Acquisition: The land acquisition for hydroelectric project is a time-consuming lengthy process and is done in coordination with the State Govt.  Hydroelectric project requires land acquisition spread over vast area and lying in various districts. Thus, the project management has to spend much time for liaising with State Govt. officials and completing the legal formalities.
d. Resettlement and Rehabilitation (R&R) issues: R&R issues plays a major role in Hydro Power stations.

Due to above factors, construction period of Hydro Power stations is comparatively longer than thermal power stations. Therefore, considering 3 years cut- off -date may be less for completing the pending works for hydro power stations.  The cutoff date has impact on finalization of O&M expenses for new Hydro Projects. It is, therefore, proposed that cut-off-date for hydro generating stations may be considered as the last day of the financial year closing after 60 months (5 years) from the date of commercial operation of the project; or Percentage for O&M expenses of New projects may be considered on higher side.

	3 (67)
	Reference Rate of Interest
	· Generating companies maintains a diverse loan portfolio to minimize the risk, volatility & ensuring adequate funds for investment. Generally, loan portfolios comprises of Rupee Term Loans (RTL), External Commercial Borrowings (ECB) & Domestic Bonds. Interest rates on RTL is dependent on various externalities such as inflation, recession, monetary policies of RBI, liquidity position, MCLR of Banks, RBI Repo Rates etc. Although the lending rate of ECBs is competitive as compared to RTL, however, it involves the risks associated with the exchange rates. Considering variations in the RTL & ECB loans, forex risk variations, absorption of hedging, risk premium costs etc. and in view of the long tenure of Hydro power plants, there is a requirement of suitable margins available over the lending rate (MCLR) to cover the borrowing risk.

It is, therefore, proposed that ‘Reference Rate of Interest' may be considered the one year marginal cost of funds based lending rate (MCLR) of the State Bank of India (SBI) issued from time to time plus 350  basis points, as considered in existing Tariff Regulations, 2019 and by providing sufficient cushion to protect interest of generation utilities.

	3 (88)
	Useful Life
	· As on date, most of the Hydro generating stations have completed 10-12 years of useful life. Such generating stations may be considered differently by Hon’ble CERC as they were conceived based on the policy/regulatory environment and technology available at that time. These generating stations may not be comparable with the new generating stations in terms of operational norms and capital cost. 
 
It is therefore proposed that useful life for existing hydro Generating stations may be considered as 40 years. However, useful life of new Hydro generating stations may be considered as 50 years. Accordingly, while framing various terms and conditions for Electro Mechanical component, useful life of 50 years may be considered by the project developers for giving award to the contractors. The Levelised tariff of new Hydro generating is comparatively higher due to higher initial cost.  For reduction of levelised tariff of Hydro project(s) and making the project viable, useful life of new hydro generating stations including pumped storage plant may be considered as 50 years.

	10 
	Determination of Tariff
	· Similar treatment may be made for recovery from or refunded to, the beneficiaries or the long-term customers in line with clauses 10 (3) & (5) and clauses 10 (4) & (5), with simple interest at the rate equal to the reference charge rate prevailing as on 1st April of the respective year of the tariff period, in six equated monthly installments (EMI). That would be equitable position for both generating stations or transmission licensee as well as for the beneficiaries for fair declaration of capital cost/additional capitalisation on projection basis.
· In the draft Regulation, the differential Tariff between provisional/interim tariff and Final tariff is to be recovered from or refunded to, the beneficiaries with simple interest in six equal monthly instalments no interest shall be allowed or levied during the period of six-monthly instalments.
This approach will result in loss of Interest to the generating companies. Therefore, it is proposed to allow the recovery of differential tariff in six equated monthly installments (EMI) instead of equal monthly installments.

· In the Instant Draft Regulations, no interest is allowed for the time period between COD of the plant till the date of issuance of Interim order by the Hon’ble Commission.
 Hence, it is proposed that the recovery of interim Tariff may be along with interest w.e.f. COD of the station in equated monthly installments (EMI).

	13 (5) 
	Truing-up of Tariff for the period 2024-29
	· Following is stipulated in the draft Tariff Regulation:
 (5) 	After truing up, if the tariff or the input price already recovered exceeds or falls short of the tariff or the input price approved by the Commission under these regulations, the generating company or the transmission licensee, shall refund to or recover from, the beneficiaries or the long-term customers, as the case may be, the excess or the shortfall amount, in accordance with Regulation 10(7) and 10(8) of these regulations as may be applicable.
 Provided that the generating company shall refund such excess amount or recover the shortfall amount from the beneficiaries based on scheduled energy.

· It is submitted that similar treatment may be given while truing up of tariff for the period 2024-29, in case tariff already recovered exceeds or falls short of the tariff approved as per Regulation 10, i.e. the generating company or the transmission licensee, shall refund to or recover from, the beneficiaries or the long term customers, with simple interest at the rate equal to the reference charge rate prevailing as on 1st April of the respective year of the tariff period, in equated monthly installments (EMI). That would be equitable position for both generating stations or transmission licensee as well as for the beneficiaries for fair declaration of capital cost/additional capitalisation.

And the proviso under the clause may be amended as under:
Provided that the generating company or transmission licensee shall refund such excess amount or recover the shortfall amount from the beneficiaries based on differential Annual Fixed Charges approved by the commission.

	19 (6) (e)
	Capital Cost 
	· Following is stipulated in the draft Tariff Regulation:
 (6) 	The following shall be excluded from the capital cost of the existing and new projects:
(e) 	Proportionate cost of land of the existing project which is being used for generating power from generating station based on renewable energy; and…..

· It is submitted that in order to take part in government initiatives for installation of renewable Power Plants, solar power plants are being commissioned at various Operational plant locations at project site like roof top, surge shaft, etc.  These solar plant are not grid connected and being captive use in the Hydro power stations for reduction of auxiliary energy consumption as well as for Residential/Non-residential colony purpose.  In accordance with the relevant provision of existing Tariff Regulations, the gain on account of reduction in Auxiliary consumption is being shared with the beneficiaries on 1:1 basis. Moreover, O&M expenses are also being reduced by not taking power from State Electricity Board to some extent. Thus, there is a double deduction of cost/tariff on the part of the generating stations. 

 In accordance with the provision of draft Regulations, proportionate cost of land is also subtracted from the power plant's capital cost. Moreover, capital cost of Installation of Re Power Plants (solar power plant) at Hydro power stations, in line with MOP, GOI directions, is not covered in additional capitalisation and there is no regulation to allow the capital expenditure done by the generators in installing the Re plant. Hence, if a generator installs a Re- power plant for its captive use, then the beneficiaries are being benefited in terms of lower auxiliary consumptions, however, the generator is being penalized in terms of lowering the capital cost by excluding Land cost of Re Power station and there is no recovery against the capital expenditure done for installation of the Re-power plant. 

It is therefore proposed that the proportionate Cost of land used for establishment of generating station on Renewable energy may not be excluded from the capital cost of the existing and new projects to promote the same.

	21 (5)
	Interest During Construction (IDC) and Incidental Expenditure during Construction (IEDC)
	· Following is stipulated in the draft Tariff Regulation:
Provided that in case of activities like obtaining forest clearance, NHAI Clearance, approval of Railways, and acquisition of government land, where delay is on account of delay in approval of concerned authority, in such cases maximum condonation shall be allowed up to 90% of the delay associated with obtaining such approvals or clearances.

It is submitted that as per Regulation 3 (32) (d), the delay in obtaining statutory approval for the project except where the delay is attributable to the project developer, is a force majeure event. Further, as per Regulation 22 (2), “Force Majeure Events” are included in Uncontrollable factors.

Therefore, it is proposed that as the delay in obtaining statutory approval for the project except where the delay is attributable to the project developer, is a force majeure event and uncontrollable factor, the condonation may be allowed for the full delay period irrespective of the authority concerned, where the delay is attributable to the project developer.

	22
	Controllable and Uncontrollable Factors
	· In hydro power projects, Rehabilitation and Resettlement (R&R) is one of the major issues causing time and cost overrun. Generating company does not have sufficient control over the above factor, as it is implemented by State Agencies. Also, sometimes there is tremendous local resistance related to R&R activity, which is beyond the control of the generating company. It is, therefore, submitted to consider aforesaid R&R issues also as “Uncontrollable Factor‟.
· It is also proposed that the contractual delays should not be kept under controllable factors as generally CPSUs follows the various provisions for award of work but still there can be default by the contractors which cannot be controlled by the PSUs. Thus, the contractual issues need to be dealt on case-to-case basis to decide whether they are controllable or uncontrollable.

	23
	Initial Spares
	· In the Draft Tariff Regulation, 2024, provision of initial spare of 4 % is kept for Hydro generating stations including pumped storage hydro generating stations as a percentage of the Plant and Machinery cost excluding IDC, IEDC, Land Cost and Cost of Civil Works, which is not sufficient to take care the plant affected from high silt.

It is proposed that, there may also be segregation for initial spare for plant affected by silt in a similar way as given relief for NAPAF for silt affected rivers. Therefore, following is proposed for initial spare for Hydro generating stations:
a) Hydro generating stations including pumped storage hydro generating station: 4% of the Plant and Machinery cost excluding IDC, IEDC, Land Cost and Cost of Civil Works.
b) Hydro generating stations affected from high Silt: 8 % of the Plant and Machinery cost excluding IDC, IEDC, Land Cost and Cost of Civil Works.

Justification:
Nathpa Jhakri HPS is facing severe silt erosion problem on its underwater turbine components from the very first year of the commissioning in May, 2004. The situation was so alarming that Ministry of Power, Govt. of India has to constitute a Multi-Disciplinary Task Force (MDTF) under the Chairmanship of Member (Hydro) CEA with Chief Engineer (CWC), Executive Director (BHEL), Scientist G & Head, Ministerial S & T Division, National Metallurgical Laboratory (NML), Director (GSI) and General Manager (Project), SJVN as other team members to look into the problems of silt erosion by the silt to the underwater parts of NJHPS and to suggest remedial measures to check the problem.

The above Multi-Disciplinary Task Force (MDTF) after studying the adequacy of design and specifications, visit to various Power Houses in Himalayan Region affected by Silt, inspection of Units prior and after the monsoon submitted its report to Secretary (Power) Govt. of India vide letter No.9/31(NJ)/2006/243 dated 31/01/2006. The recommendations of the report are enclosed for ready reference.

As can be seen, from the measures suggested by the above MDTF, one of the long-term measures of the above report is procurement of sufficient no of spare runners and guide vane sets to reduce down time/generation loss due to failure of components. 

The MDTF has also issued guidelines for future HE Projects. From the preamble of these guidelines, it will be noted that problem of erosion/damage to the underwater parts is being experienced at all the Run off the river Hydro Projects located in Himalayan region due to high silt content. Accordingly, to overcome this problem, the MDTF recommended the following guidelines for future Projects towards spares: -
Spares
“In order to ensure maximum availability of the Units during monsoon and winters season to achieve the peak load demand, the adequate inventory (more than the requirement at Plant not facing silt problem) of turbine components prone to erosion may be maintained.”

During the review, the quantity of those spares mainly underwater components which were susceptible to silt erosion problems were increased so that these components can be purchased in one go along with the main “Plant and Equipment” not only to get competitive rates for these additional spars but also to save on lead time for procurement of these spares. This was done to ensure that adequate inventory of turbine components, prone to erosion is maintained as per the guideline of above MDTF from day one to reduce / minimize down time of the generating units. 

It is further submitted that the list of initial spares prepared by SJVN was also vetted by CEA as Retainer Consultant engaged by SJVN for examination and vetting of design, drawing, documents and Technical Specifications for various Electro-Mechanical Equipment’s prepared by SJVN and suggesting improvements thereof. 

In Nathpa Jhakri Hydro Power Project, based on the above recommendations of the MDTF constituted by Ministry of Power, subsequently four Nos additional runners, two sets of guide vanes along with spares were procured to reduce/minimize the down time of the Units and capitalized under Regulation 9(2) (Iv) of Central Electricity Regulatory Commission (Terms and Conditions of Tariff) Regulations, 2009 for the period 2009-14. It is because of successful and religious implementation of the measures suggested by MDTF that Nathpa Jhakri Project is able to deliver the expected performance to its Stake holders despite the fact that it is one of the most silt affected project in the country. 

It is, therefore submitted that for Hydro generating stations including pumped storage hydro generating stations which are located on the Himalayan Rivers having high silt, provision of initial spares of 8 % may be kept as a percentage of the Plant and Machinery cost excluding IDC, IEDC, Land Cost and Cost of Civil Works.

	25
	Additional Capitalisation within the original scope and after the cut-off date
	· Following is stipulated in the draft Tariff Regulation:
Quote:
(c) The replacement of such asset or equipment is necessary on account of obsolescence of technology; and 
(d) The replacement of such asset or equipment has otherwise been allowed by the Commission. 
Provided that any claim of additional capitalisation with respect to the replacement of assets under the original scope and on account of obsolescence of technology, less than Rs. 20 lakhs shall not be considered as part of Capital cost and shall be met by Generating company and Transmission licensee through normative O&M charges only.

· The additional capitalisation is being allowed by the Hon’ble CERC only after the prudence check in line with the applicable regulations and based on the justifications submitted by the generator. Therefore, if the claim of the generator is justified and in line with the applicable regulations for additional capitalisation then there should not be any limit for consideration under capital cost.
· It is also submitted that, if the limit for the cost of item under additional capitalisation still remains, then the cost of original equipment covered under original scope costing less than the limit specified by Hon’ble CERC may be considered under Exclusion, so that capital cost of original scope of work may not reduce.

	26
	Additional Capitalisation beyond the original scope
	· In the Draft Tariff Regulation, 2024, any claim of additional capitalisation beyond the original scope less than Rs. 20 lakhs shall not be considered.

In this regard, it is submitted that any additional capitalisation is allowed by the Hon’ble CERC only after the prudence check in line with the applicable regulations and based on the justifications submitted by the generator. Therefore, if the claim of the generator is justified and in line with the applicable regulations for additional capitalisation then there should not be any limit for the consideration of the same.

· Additional clause may be added under aforesaid Regulation:
It is submitted that in order to take part in government initiatives pertaining to installation of renewable Power Plants, solar power plants are being commissioned at various Operational plant locations at project site like roof top, surge shaft, etc.  These solar plants are not grid connected and power generated from these power plants are being captively used in the Hydro power stations for reduction of auxiliary energy consumption as well as for Residential/Non-residential colony purpose. In accordance with the relevant provision of existing Tariff Regulations, the gain on account of reduction in Auxiliary consumption is being shared with the beneficiaries on 1:1 basis. Moreover, O&M expenses is also being reduced by not taking power from State Electricity Board to some extent. Thus, there is a double deduction of cost/tariff on the part of the generating stations. 
 However, capital cost of Installation of Re Power Plants (solar power plant) at Hydro power stations, in line with MOP, GOI directions, is not covered in additional capitalisation, there is no regulation to allow the capital expenditure done by the generators in installing the Re power plants. Hence, if a generator installs a Re- power plant for its captive use, then the beneficiaries are  benefited in terms of lower auxiliary consumptions, as well as reduction of O&M expenses. 
It is therefore submitted that in case Re plant used are installed in generating stations for captive use and beneficiaries are being benefited in terms of lower auxiliary consumptions, then cost of installation as well commissioning of Re power plant may be allowed by the commission after its prudence check.

It is therefore requested that one more category may be added under additional capitalisation beyond the original scope, as under:
·  Any claim of additional capitalisation by installation and commissioning of Renewable Power plant at Hydro/thermal generating station project site for reduction of Auxiliary Energy Consumption or for reduction of O&M expenses. The claim shall be substantiated with justification and cost benefit analysis.

	30
	Return on Equity
	· In the Draft Tariff Regulation, the Return on Equity in respect of additional capitalization beyond the original scope, shall be computed at the base rate of one-year marginal cost of lending rate (MCLR) of the State Bank of India plus 350 basis points as on 1st April of the year, subject to a ceiling of 14%.

In this regard, it is submitted that any additional capitalisation is allowed by the Hon’ble CERC only after the prudence check in line with the applicable Regulations and based on the justifications submitted by the generator. Therefore, if the claim of the generator is justified and in line with the applicable regulations for additional capitalisation then the additional capitalisation may be considered in the original equity and fixed Return on Equity (applicable for power station) should be allowed, whichever is applicable.

	34 (d)
	Interest on Working Capital
	· Interest on Working Capital (IoWC) is one of the key cost components of the Annual Fixed Cost (AFC) for power sector utilities. The components for computation of IoWC considered are primary fuel and secondary/liquid fuel cost and stock (for coal/lignite/gas-based generating stations only), O&M expenses, maintenance spares (linked to O&M expenses) and receivables. However, some other major expenses viz water cess/water usage charges which is directly recovered from the beneficiaries is not covered in IoWC.  Presently, several states viz Uttarakhand, Himachal Pradesh, Jammu and Kashmir, and Sikkim have imposed Water Cess on Hydropower Generation and passed bills for the same in their State Legislative Assemblies. These expenses are passed on to the beneficiaries in accordance with the prevalent Tariff Regulations. The amount of water cess is in Hundreds of crores, which is imposed based on Inflow as well as Head. It is therefore proposed that water cess/water usage charges levied by various states and paid by generators be included in working capital calculations, as there is an interest loss when the payment is realised from DISCOMs 45 days after payment made to the home state.

	36 (2) (e) 
	Operational & Maintenance (O&M) Expenses
	· Following is stipulated in the draft Tariff Regulation:
     Quote:
a) The following operations and maintenance expense norms shall be applicable for hydro generating stations which have been operational for three or more years as on 1.4.2024:
(in Rs Lakh)
	Particulars
	FY 2024-25
	FY 2025-26
	FY 2026-27
	FY 2027-28
	FY 2028-29

	Naptha Jhakri
	53,396.29
	56,525.35
	59,837.77
	63,344.30
	67,056.31

	Rampur
	19,673.68
	20,826.57
	22,047.02
	23,338.99
	24,706.67


…………………………………………………………………………………………..
b) In the case of hydro generating stations which have not completed a period of three years as on 1.4.2024, operation and maintenance expenses for 2024-25 shall be worked out by applying an escalation rate of 5.86% on the applicable operation and maintenance expenses as on 31.3.2024. The operation and maintenance expenses for subsequent years of the tariff period shall be worked out by applying an escalation rate of 5.86% per annum.

c) The Security Expenses and Capital Spares for hydro generating stations shall be allowed separately after prudence check: Provided that the generating station shall submit the assessment of the security requirement and estimated expenses, the details of year-wise actual capital spares consumed at the time of truing up with appropriate justification. Provided further that the value of capital spares exceeding Rs. 20.00 lakh shall only be considered for reimbursement at the time of truing up with appropriate justification for incurring the same and substantiating that the same is not claimed as a part of additional capitalisation or consumption of stores and spares and renovation and modernization.

(e)	Any additional O&M expenses incurred by the generating company due to any change in law or Force Majeure event shall be considered at the time of truing up of tariff. 

Provided that such impact shall be allowed only in case the overall impact of such change in law event in a year is more than 5% of normative O&M expenses for the year.
· In the Explanatory Memorandum published by the Commission, following is stated as under:
15.5.2	The Central sector generating stations submitted the O&M expenses for FY 2017-18 to FY 2022-23 in the prescribed format with actual break up of expenses incurred under various sub- heads. The O&M expenses incurred by these generating stations can be broadly classified into three heads, namely, employee expenses, repair and maintenance expenses, and administrative and general expenses. Each of these major heads of the O&M expenses incurred by generating stations has further been segregated under various sub-heads, and these have been evaluated by the Commission. Based on the detailed analysis, the Commission has followed a systematic approach for arriving at the actual normalised O&M expenses to be considered for the preparation of norms. 
a) Some of the employee related expenses, namely ex gratia, incentives, productivity linked incentives and performance related pay, are linked to the efficient operation of the generating station. These types of expenses are contingent upon the actual performance of the individual generating station and are payable only when the generating station achieves targeted operational norms. The Commission has been consistently following the principle that such incentives and performance related pay should be paid by the generating company from the increase in revenue due to reduced downtime and efficient operations of the generating stations. Therefore, for computing O&M expenses norms, these types of expenses are excluded from the actual O&M expenses. Further, some of the expenses such as donations, provisions, community development expenses, CSR expenses, and loss of stores are expenses, which don’t form part of O&M expenses for determination of norms and thus have been excluded while computing the O&M expenses norms.
15.6.2	The Escalation rate computed based on the five-year average of WPI for FY 2018- 19 to FY 2022-23 works out to 5.93% per annum, while that of CPI for the same period works out to 5.84% per annum. Considering the 60:40 weightages for WPI and CPI, respectively, the escalation rate works out to 5.89% per annum……………………………….
15.7.1 The Commission has worked out the escalation rate of 5.86% based on the five years average CPI and WPI indices for FY 2018-19 to FY 2022-23 by considering the weightage of 75% CPI and 25% WPI. It is observed that, post normalisation in the overall increase in the O&M Expenses from FY 2018-19 to FY 2022-23 (FY 2017-18 to FY 2021-22, in the case of NEEPCO) was around 5.10%. While for some of the hydro generating stations, the y-o-y growth was on a higher side, for others, the actual growth was on the lower side. Thus, while the average of CPI and WPI indices are an indicator of inflation, the average increase in actual normalised O&M expenses for hydro generating stations has been marginally lower than the escalation rate of 5.86%. Therefore, for the purpose of escalation till FY 2023-24, the Commission proposes to consider the escalation rate of 5.10% for deriving the projected O&M Expenses for the tariff period FY 2024-25 to FY 2028- 29 in the case of hydro generating stations.

15.7.2 The Commission has worked out O&M expense for the base year i.e. FY 2023- 24, by taking the five- years average of actual normalised O&M expenses of FY 2018-19 to FY 2022-23 (FY 2017-18 to FY 2021-22, in case of NEEPCO) and thereafter escalating it with 5.10% per annum. The derived O&M expense for the base year FY 2023-24 is further escalated with an escalation factor of 5.86% for deriving the projected O&M Expenses for the tariff period FY 2024-25 to FY 2028-29.
15.7.6 The Commission, with regard to the increase in insurance premium for hydro generating stations, is of the view that the hydro generating stations are at utmost risk on account of an increased occurrence of natural calamities in their vicinity which may result in a substantial increase in their insurance premium. Therefore, the Commission proposes to allow the increase, if any, in insurance premiums for hydro generating station on a case-to-case basis after due prudence check.
· Submission:
a) It is submitted that inflation rate works out to 5.89% per annum considering the 60:40 weightages for WPI and CPI from FY 2018- 19 to FY 2022-23. However, Commission has considered escalation rate of 5.10 % per annum   for Fy 2023-24 and 5.86 % per annum for Fy 2024-25 to Fy 2028-29. Commission while calculating the normalised expenses has deducted number of expenses as well as indicated that capital spare less than Rs 20 lakh would be considered under O&M expenses. This amount would become higher on Y-O-Y basis from Fy 2024-25 onwards. 
b) The inflation rate in India from 2013 to 2022 is as under:

[image: ]

It is evident from above data that the inflation in India has an increasing trend. It is, therefore, proposed that the rate of yearly increase of the O&M expenses may be increased from 5.86 % to 6.64 % in line with Tariff Regulations, 2014.
c)  Addition of Clause for Increase in Insurance Premium: There is exorbitant increase in insurance premium for Hydro Power station after submergence of 1,200 MW Teesta Stage-III Hydro Power Project in Sikkim due to glacial lake outburst flood (GLOF).  Insurance companies have increased insurance premium significantly for all Hydro Power stations located in India. Further Insurance Companies have introduced loss limit for AOG (Act of God) perils which has rendered most of the Hydro Assets underinsured with existing range of premium payments. e.g. in Insurance Coverage of Nathpa Jhakri HPS and Rampur HPS for year 2024, insurance company has introduced loss limit on AOG i.e. Act of God related all risks of INR 750 Crores AoA and INR 1000 Crores AOY. In the Explanatory Memorandum, Commission proposes to all the increase if any, in insurance premiums for hydro generating station on a case-to-case basis after due prudence check. However, in the draft regulations, nothing is mentioned to allow Increase in insurance premium on case-to-case basis after prudence check.
It is therefore proposed to the Commission that a separate clause may be considered to allow the increase in Insurance premium on Y-O-Y basis, as given for security expenses and Capital spares.
e)	It is submitted that Change in Law or Force Majeure event are un -controllable events and are not within the control of the generator. It is, therefore, proposed that condition of “overall impact of such change in law or Force Majeure event by more than 5% of normative O&M expenses for the year for claiming O&M expenses” may  be dropped. 
f)	Further, Commission to simplify the process considered the capital spare and additional capital expenditure of up to Rs. 20 lakh are being made part of normative O&M expenses. However, escalation rate in O&M expenses for Hydro Power Station is considered only 5.86 % on Y-O-Y basis, which is not sufficient to take care such eventualities.  In case, Capital spare above Rs. 20 lakh is allowable beyond normative expenses, then at least escalation rate should be 1.5 % higher than the market inflation rate of 5.89 %.
g)	Hydro generating stations have reduced Man/MW ratio significantly in comparison to previous years. Commission may consider the benchmark on Man/MW ratio and can pass on benefit to those hydro power stations, who have less Man/MW ratio in comparison to Standard practice for Hydro Stations. As lower Man/MW ratio, means lower employee related expenses/salary.  Employee related expenses plays a significant role in overall O&M expenses. 
It is therefore proposed that Commission may allow ex gratia, incentives, productivity linked incentives and performance related pay expenses under Normative O&M expenses to those Hydro Power stations, who have lower Man/MW ratio in comparison to best industry practices.
h)	Hydro power plants affected by high silt needs to replace nearly all under water components on Y-O-Y basis and exhaustive Annual Plant Maintenance is being done on every year. However, Storage plants as well as other plant, where water is not affected from high silt, then Maintenance activities in those plants are comparatively less in comparison to the High silt plants. Therefore, escalation factor for those hydro power stations may be considered   slightly higher side in comparison to Normal Hydro plants.
· No rate has been defined for projects of capacity equal to 200 MW. Further, the way the rates have been defined results in lower O&M Expenses for plants having capacity between 200 MW and 300 MW than plants having capacity less than 200 MW. 

Thus, O&M expenses of a plant having higher capacity is fixed at lower end than O&M expenses of plant having lower capacity. Therefore, the O&M expenses of plant having capacity beyond 200 MW should have a minimum value which shall be equal to plant having capacity of 200 MW with same cost/MW capital expenditure. 

	65 (4)
	Computation and Payment of Capacity Charge and Energy Charge for Hydro Generating Stations
	· Following is stipulated in the draft Tariff Regulation:
Quote:
(4) 	In addition to the AFC entitlement as computed above, the hydro generating station shall be allowed an incentive of up to 4% of the Capacity Charge approved for a given year which shall be billed monthly as per the following.
 Incentive = (4% x ß x CCy)/12
Where, ß = Average Monthly Frequency Response Performance for that generating station, as certified by RPCs, which shall be computed by considering primary response as per the methodology prescribed by the NLDC and shall range between 0 to 1. 
CCy= Capacity Charges for the Year.

· CERC in IEGC regulations, 2023 has imposed restriction on Thermal and Hydro generating stations from declaring declared capacity over and above MCR (5 % over MCR in Thermal generating stations and 10 % over MCR in case of Hydro generating stations) for better Grid Management.  This restriction has resulted in commercially impact on Hydro generating stations in terms of reduction of Plant availability factor by around 6.67 %. However, incentive is given up to 4 % of the Capacity Charges in the draft Regulation based on Average Monthly Frequency Response performance of the generating station, as certified by RPCs.  Methodology for calculation of ß may take some time, till that time Provisional REA may be pending at RPC end and bill may not be raised by generating stations to the beneficiaries in the first week of month. It is therefore, proposed that value of ß may be fixed by the Commission till finalisation of methodology. Moreover, incentive, as proposed may be enhanced to 6.67 % of capacity charges.

	65 (7)
	Computation and Payment of Capacity Charge and Energy Charge for Hydro Generating Stations
	· The Draft Regulations regarding "Recovery of Energy Charges for Hydro Generating Stations" in achieving their goals. However, the saleable schedule energy should not be adjusted with the whole energy generated under DSM (in accordance with grid requirements) while calculating shortfall of Energy beyond the control of the generator.

 It is submitted that, if the energy generated under DSM is upto 2 % of the Saleable Design energy, the same may not be adjusted in Saleable Schedule Energy considering, it has been generated as per requirements of the grid and frequency Response by the generating station. Further, the DSM energy generated over and above the 2 % of the Saleable Design energy may be adjusted in Saleable Schedule Energy while calculating shortfall of Energy beyond the control of the generator.

	65 (10)
	Computation and Payment of Capacity Charge and Energy Charge for Hydro Generating Stations
	· Following is stipulated in the draft Tariff Regulation:
(10) 	In addition to the above, an incentive shall be payable to a ROR Hydro generating station @ 50 paise/ kWh corresponding to the saleable scheduled energy during peak hours of the day in excess of average saleable scheduled energy during the day (24 hours).
Incentive is payable to ROR hydro generating station @50 paise /kWh to the saleable scheduled Energy during peak hrs in excess of average saleable scheduled energy during the day. This incentive may also be passed on to the ROR with Pondage stations, as these stations mainly support Grid during peaking hrs.

	66
	Computation and Payment of Capacity Charge and Energy Charge for Pumped Storage Hydro Generating Stations
	· The present regulations only consider a scenario where the energy has been arranged by the beneficiaries DISCOMs. These need to be revised in view of the fact that the energy required for pumping can be arranged by the developer from RE sources in view of waiver of inter-state transmission charges allowed when the pumping energy from RE sources is at least 51% of total pumping energy.
· The Ministry of Power has issued guidelines to promote development of Pump Storage Projects on 10th April 2023 and these provisions need to be suitably incorporated along with modalities in the Tariff Regulations for PSPs.

	71
	Norms of Operation for Hydro Generating Stations
	· Following is stipulated in the draft Tariff Regulation:
 (A) 	Normative Annual Plant Availability Factor (NAPAF): (1) The following normative annual plant availability factor (NAPAF) shall apply to hydro generating station:
(c)	 Pondage type plants where plant availability is significantly affected by silt: 85%. 
Run-of-river generating stations: NAPAF to be determined plant-wise, based on 10-day design energy data, moderated by past experience where available/relevant.
(2) 	A further allowance may be made by the Commission in NAPAF determination under special circumstances, e.g. abnormal silt problem or other operating conditions, and known plant limitations.
(4) 	Based on the above, the Normative annual plant availability factor (NAPAF) of the hydro generating stations already in operation shall be as follows: 
	Station 
	Type of Plant
	Plant Capacity No. of Units x MW
	NAPAF (%)

	Nathpa Jhakri   
	Pondage
	6x250
	90

	Rampur
	Pondage
	6X68.67
	85



Submission:
1. Nathpa Jhakri  HPS (NJHPS) and Rampur HPS  is located on Satluj Basin, which is encountering abnormally high silt  during high inflow season. During this period, quantum of silt increased significantly, which is damaging the underwater components of Unit(s). Therefore, extensive Annual Plant Maintenance is being done every year by plants. Moreover, during high inflow season, plants are being shut down every year for few days due to high silt.  Also, silt flushing of Reservoir at Nathpa is being done every year. There is   protocol signed among NJHPS, Rampur HPS and Karcham Wangtoo HPS (upstream of NJHPS) for co-ordinated generation reduction during High silt period. The details of shut down of plant in past years are enclosed As Annexure-I for kind reference please. 

2. Rampur HPS is a unique generating station which does not have its own storage / pondage at all and is operating with water coming out from the Tail Race Tunnel of NJHPS and thus acting as a tail race extension of NJHPS. Rampur HPS is running in tandem with upstream Nathpa Jhakri HPS on 1:1 basis. The water so flowing after being used for generation in NJHPS is diverted into the Rampur HPS intakes through the TRT pond. The discharge of water released from NJHPS is being  fully utilized by Rampur HPS in steady state conditions avoiding any spillage of water at TRT of Nathpa Jhakri Project. 

3.  Due to the tandem operation of Rampur HPS, whenever one unit of NJHPS is not available for any reason, correspondingly one unit of Rampur HPS is also not able to generate power, in spite of availability of all its units. This is only due to less availability of water received from upstream project i.e. NJHPS. Therefore, Rampur HPS is encountering extra outages due to forced outage of Nathpa Jhakri Hydro power Station.

4. Following aspects may be considered by the Commission while finalising the NAPAF of SJVN’s generating stations:

a) Commission in the draft Regulation has fixed NAPAF of Pondage type plants where plant availability is significantly affected by silt is 85%. However, NAPAF of Nathpa Jhakri HPS and Rampur HPS is fixed as 90 % and 85 % respectively.  Commission in the Regulations has fixed maximum NAPAF of 90 % for any Storage and Pondage type plants. Nathpa Jhakri HPS and Rampur HPS is highly affected by silt, however aforesaid provision of Regulation is not exercised by Commission for proposing NAPAF for these stations and maximum 90 % NAPAF fixed for Nathpa Jhakri HPS. Similar treatment is given for Plant affected by silt or the plant is using normal silted water for generation.

b) The hon’ble CERC in recent IEGC Regulations, 2023, effective from 01.10.23 onwards has restricted hydro Power plants for declaring declared capacity limited to ex-bus installed capacity except in case of spillage of water during high inflow season. This would be resulting into reduction of Actual Plant availability Factor of generating stations by 6.67 % ( 8 months out of 12 months) from the previous year’s achievements. During previous years, existing provision of IEGC Regulations by restricting overload capacity of declared capacity was not there.  Therefore, data of Actual Plant Availability Factor on yearly basis may be derived based on aforesaid provision of IEGC Regulations, 2023.

c) Design Energy of Central Hydro generating station has been approved by CEA/CERC in consideration of quantum of energy which can be generated in  90 % dependable year with 95 % installed capacity of the generating stations. That means 5 % forced outages is considered for calculation of Design Energy.

d) Nathpa Jhakri HPS (6X250 MW) and Rampur HPS (6X68.67 MW) are encountering abnormally high silt during high inflow season due to which plants are being shut down every year for few days due to increase in quantum of silt in compassion with permissible design limit. Also, extensive Annual Plant Maintenance is being done every year around 60 days (10 days for each unit) by both the plants, due to which PAF loss is for 60 days approx. corresponding to one unit.

e) Nathpa Jhakri HPS was commissioned in the year 2004-05 and around 20 years useful life has be surpassed by the plant. During the control period (2024-29), a significant life of plant would be crossed and therefore probability of Annual Plant maintenance would be increased from 60 days every year in comparison to its young years.

f) As Rampur HPS is running in tandem with upstream NJHPS, therefore Rampur HPS would be shut down in case of non-availability of unit of NJHPS.  The Hon’ble Commission in its previous order has directed that NAPAF of Rampur HPS must be lower than NJHPS considering the Tandem Operation of projects. Considering 5 % of forced outage of upstream NJHPS, NAPAF of Rampur HPS may be fixed as 5 % lower than the NAPAF of NJHPS.
In view of reasons explained above, NAPAF of  Nathpa  Jhakri HPS and Rampur HPS may be considered as 85 % and 80 % respectively. 

	81,82,84
	Sharing of Benefits
	The benefits on account of Auxiliary Energy Consumption/Re-financing or restructuring of loan/any non-tariff income should be shared in the ratio of 60-40 between generator and beneficiary in line with CERC Tariff Regulations, 2014.

	91
	Treatment of arbitration award – Servicing of Principal and Interest Payment
	The proposal regarding treatment of arbitration award by capitalising the principal amount and recovery of interest amount in instalments from beneficiaries will be a win-win situation for both generators as well as DISCOMS. 
However, it is proposed that the arbitration award being settled upto cut-off date may be considered in Capital Cost including interest portion.

	NEW CONSIDERATIONS IN PRESENT / FUTURE SCENARIO (ADDITIONAL POINTS)

	
	Additional Auxiliary unit
	Additional Auxiliary unit/s installed in a power station to tap the compulsory e-flow to be released on account of Environmental Flow: SJVN and many other developers are building additional Auxiliary units in hydro power stations to tap the compulsory e-flow to be released on account of compulsory environmental flow, in addition to the main power plant units to increase the viability of the Power station. Therefore, it is proposed to include the guidelines/regulations for the treatment of the same in terms of installed capacity, project cost, AFC, Norms or operation, relaxation in peaking hrs. during lean period etc. for RoR with Pondage type Projects.

	
	Hydro Power stations located at high altitudes
	In Hydro Rich States (e.g. Himachal, Uttarakhand, F&K, Sikkim), where potential has already been tapped in relatively favourable accessible locations new projects are envisaged for tapping hydro potential in remote, high-altitude locations.
The norms of operation for the Run off River with Pondage type hydro power stations located at higher altitudes (say dam at 2500 m and above) should be relaxed in terms of design energy/peaking hrs/normative PAF etc in view of lower inflows due to freezing temperatures during winter season.

	
	Free Power to Home State
	It is proposed to include the additional provisions of Staggered Free Power for Long Term customers (throughout project life) in order to reduce the initial tariff as many states are agreeing on the concept of staggered free power.
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