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1. In the matter of determination of tariff for FY 2019-20 to FY 2023-24 for sale

=X f power from Baspa Il HEP to HPSEB Limited, this Hon’ble Commission
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vide its Letter No. HRERC/-F(1)-8/2018/2406 dated 12.12.2018 has directed
the petitioner M/s JSW Hydro Energy Limited, to submit its reply to the

shortcomings / discrepancies observed by the Hon’ble Commission on

aforesaid petition.

2. In compliance of the above communication, the petitioner is herewith

submitting its response.

Place; New 0+Zba For JSW Hydro Energy Limited

Dated: (A-1a4q

SHAMA RANI D
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JSW Hydro Energy Limited

Determination of tariff for FY 2019-20 to FY 2023-24
for sale of power from Baspa Il HEP to HPSEB Litd.

Paragraph-wise reply to the shortcomings / discrepancies observed by the Hon’ble

Commission on aforesaid Application

Reply to para 1

As desired by Hon’ble Commission, we herewith submit the point wise and detailed
justification for additional capital expenditure projected in Annexure B to the tariff

application dated 29.11.2018, along with necessary supporting documentary

evidence:

a. All the relevant provision of PPA and HPERC (Terms & conditions for
determination of Hydro Generation Tariff) Regulation 2011, which allows
additional expenditure during FY 2018-19 and MYT Control Period 2019-24

for each individual item, are mentioned in Annexure-Al, Annexure-A4 and

Annexure-AS.

b. Tentative cost claimed under additional capital expenditure for each
individual item has been derived from the commercial / budgetary offers
received from OEM / equivalent suppliers. Relevant Sub-Annexures carrying
details of Commercial offers received from OEM / equivalent suppliers are

enclosed along with Annexure-A1l, Annexure-A4 and Annexure-AS.

c. Detailed justification for additional capitalization claimed under
Obsolescence along with correspondences held with OEM / equivalent
supplier confirming system / equipment obsolescence are provided in
Annexure —Al. Hon’ble CERC, on similar grounds has allowed additional
capital expenditures, in generation tariff orders of various Hydro Electric

\QOTA@}’
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Plants, considering system / equipment obsolescence. (Relevant tariff orders

are enclosed as sub annexures to Annexure-Al).

Apart from above, as directed by Hon’ble HPERC, following details of assets

proposed to be replaced are enclosed as Annexure A2:

1) Originally expected life of assets
ii)  Current operational status of assets

iii)  Residual value of assets

It is also kindly submitted that plant technical committee on capital
expenditure at Baspa II HEP has already submitted its recommendation for
additional capital expenditure during the period 2018-19 to 2022-23, to the
Board of Directors of JSW Hydro Energy Limited. Copy of recommendation

is enclosed and marked as Annexure A3.

Third party assessment regarding need assessment of such replacement was
not done earlier, however the same shall be submitted in due course of time

before hearing of this petition at Hon’ble Commission.

d. Petitioner herewith submits Annexure A4 for details of change in law
occurred which mandates or requires it to incur additional capital expenditure.
To substantiate the above, petitioner has enclosed 5" amendment to the Indian
Electricity Grid Code (IEGC) Regulation 2010 and Hon’ble CERC orders
dated 13.1.2016 & 31.7.2017, as Sub-Annexure 1.3 to 1.5 of Annexure-A4.

e. Petitioner herewith submits Annexure AS with detailed justification for plant

efficiency improvement, by introduction of proposed equipment’s / systems

claimed under upgradation in technology.

f. A request letter for consent, to incur additional capitalization expenditure
during FY 2018-19 & Multi Year Tariff Period 2019-24, has been submitted
to the Respondent no. 1 and addressed to “The Chief Engineer (System

erations), HPSEBL” vide letter No. JSWHEL / BASPA / PPA / 2018-9395,
TRUE COPY
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dated 29" October 2018. Copy of the letter is enclosed and marked as
Annexure-A6 for ready reference please. Revert from the Respondent no. 1

to the said letter is still awaited.

Reply to para 2

As directed by Hon’ble Commission, Petitioner kindly submits that purchase /
service orders worth Rs. 2.20 crore have been issued by Baspa II HEP and offers
from OEM/ equivalent supplier are received for Rs. 0.57 crore (pending issuance of
purchase / service orders), against capital expenditure committed of Rs. 2.75 crore
in FY 2018-19. (Summary of purchase /service orders placed is enclosed as

Annexure B and copy of respective purchase/ service orders is enclosed as

Annexure-B1 to Annexure-B13).

Reply to para 3

It is kindly submitted that Plant availability factor (PAFY) of 97% for the 4" control

period is an own internal assessment by the technical team of Baspa II HEP.

Reply to para 4

Petitioner herewith submits that gross energy generated during the last 3 years of the

previous tariff cycle, is as under:

Year Gross Generation (Mus)
2016-17 1342.75
2017-18 1336.65
2018-19 (Estimated) 1265.84
Average of 3 years 1315.08
Average net saleable energy 1138.18
(net of losses @ 1.65% and free energy
to GoHP @ 12%)
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Net saleable design energy as per PPA 1050.06

Secondary Energy 88.12
(Net saleable design energy —

Net saleable energy)

From the above it is evident that average 1315 Mus were generated during last 3
years, and going by most conservative approach same is considered for annual gross
generation for tariff cycle of FY 2019-24. This may facilitate Hon’ble Commission

to approve incentive on account of secondary energy in the MYT order itself for FY

2019-24.

Reply to para S

Average interest rate of 9.10% assumed for normative loan of additional
capitalisation, has been arrived based on actual borrowing cost being born by the

petitioner for its current term loans.

Detailed working sheet for calculation of interest rate is enclosed and marked as

Annexure C.

Reply to para 6

As directed by Hon’ble Commission, detailed calculation for arriving at the O & M

cost towards additional capitalisation during 4" control period in enclosed and

marked as Annexure D.

Reply to para 7

Petitioner respectfully submits that it has relied on Regulation 74 of the The
Himachal Pradesh Electricity Regulatory Commission (Conduct of Business)
Regulations, 2005 & Regulation 52 (1) of the Central Electricity Regulatory
Commission (Terms and Conditions of Tariff) Regulations 2014 for its claim with

respect to tariff filing fee in each year of the control period.
TiE COPY
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Relevant part of the said regulations is reproduced herein below:

Regulation 74 of the Himachal Pradesh Electricity Regulatory Commission
(Conduct of Business) Regulations, 2005:

74. Costs.-

(1) Subject to such conditions and limitation as may be directed by the
Commission, the cost of all proceedings shall be awarded at the
discretion of the Commission and the Commission shall have full power
to determine by whom or out of what funds and to what extent such

costs are to be paid and give all necessary directions for the aforesaid

purposes.

(2) The costs shall be paid within 30 days from the date of the order or
within such time as the Commission may, by order, direct. The order of

the Commission awarding costs shall be executed in the same manner

as the decree/order of a civil court.

Regulation 52 (1) of the Central Electricity Regulatory Commission (Terms and
Conditions of Tariff) Regulations 2014:

52. Application fee and the publication expenses:

The following fees, charges and expenses shall be reimbursed directly

by the beneficiary in the manner specified herein:

(1) The application filing fee and the expenses incurred on publication
of notices in the application for approval of tariff, may in the discretion
of the Commission, be allowed to be recovered by the generating
company or the transmission licensee, as the case may be, directly from
the beneficiaries or the long term transmission customers /DICs, as the
case may be: —— 12 COPY

ATTESTED
.




Earlier also, based on the application made by the petitioner, Hon’ble Commission
had approved tariff filing fee as part of ARR for the 2™ control period vide its MY T

order dated 15.7.2011 and for the 3rd control period vide its MYT order dated
6.6.2014.

Petitioner vide its affidavit dated 27.8.2018 under M.A. no. 114/2018 had requested
Hon’ble Commission to recover Rs. 9,00,460 from HPSEBL towards the filing fee
for true up of generation tariff and expenditure towards the publication in the
newspapers as per the provisions of The Himachal Pradesh Electricity Regulatory
Commission (Conduct of Business) Regulations, 2005. The Hon’ble Commission

vide its true up order dated 31.10.2018 had stated as under:

The petitioner vide M.A. no. 114/2018 dated 28.8.2018 has also submitted
additional claim to recover filing fees of present true up petition and charges
for publication of advertisement with respect to the petition in the
newspaper. It is observed that the amount towards petition and
advertisement have been paid during FY 2018-19. Since the Commission
has not revised the ARR for FT 2017-18 and 2018-19, these amounts may

be considered at the time of truing up for the respective years based on

prudence check.

Relying on the above paragraph in true up order dated 31.10.18, the petitioner has

added said Rs. 9,00,460 in the ARR of FY 2018-19 along with the tariff filing fee of
Rs. 5 lakh.

Reply to para 8

The petitioner has worked out depreciation and advance against depreciation in

accordance with the clause 8.6.5 of the Power Purchase agreement (PPA) dated
4.6.1997.
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8.6.5 Depreciation and advance against depreciation

8.6.5.1 During the period when the debt is outstanding as per the approved
financial package, the payment on this account will be equal to the amount of
principal required to be paid in the relevant tariff period / tariff year subject to
the condition that the amount payable for a full tariff year shall not be more
than an amount equal to 1/12"" of the loan component of the capital cost as per

the approved financial package.

Out of the amount as paid on account of depreciation / advance against
depreciation for debt redemption period, an amount worked out @ 4.3% of the
capital cost for each such full period of 12 months, shall be treated as payment
made on account of depreciation and balance amount shall be treated as

advance against depreciation.

After the expiry of debt redemption period, the total amount already paid/
payable by the Board to the Company on account of advance against
depreciation shall be adjusted against the depreciation payable by the Board for

the future period at a per annum rate of 4.3% of the capital cost.

No further payments on account of depreciation shall be made by the Board to
the Company after the debt redemption period until the entire amount of
advance against depreciation is fully adjusted against the amount that would

have otherwise been payable by the Board on this account i.e. at a per annum

rate of 4.3% of the capital cost.

After the full adjustment of the advance against depreciation, further payments
on account of depreciation shall be made at an annual rate of 4.3% of capital
cost as per the approved financial package, subject to the condition that the total

payment on account of depreciation shall not exceed 90% of the capital cost as

per the approved financial package.
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For the purpose of computing the capital cost, the capital cost will be reduced
by the value of leased assets as on the scheduled date for commercial operation
of the unit (s)/ project as per the approved financial package. The amount of
depreciation/ advance against depreciation, for a part of the year shall be

worked out, if necessary, on pro-rata basis.
(clause 8.6.5.1 is broken up in 6 paras as above, for ease of understanding)

Year wise detailed working for depreciation from the COD is enclosed and marked

as Annexure E.

From the said annexure, it may be observed that advance against depreciation
approved till 2015-16 of Rs. 239.63 crore is being adjusted against the depreciation,
in terms of para 3 supra of para 8.6.5.1 of PPA. Till the year 2018-19, Rs. 201.38
crore can be adjusted and balance of Rs. 38.25 crore only can be adjusted in the FY
2019-20. Therefore, in subsequent years FY 2020-21 onwards, Nil amount of

advance against depreciation has been considered.

Further in terms of para 5 supra of para 8.6.5.1 of PPA, total cumulative depreciation
shall not exceed 90% of the admitted capital cost of Rs. 1632.41 crore and projected
additional capital expenditure of Rs 11.05 crore (pending approval from Hon’ble
Commission), i.e. maximum ceiling for depreciation would be 1479.11 crore. It may
kindly be noted that cumulative depreciation as on 31.3.2024 reaches the mark of

Rs.1446.70 crore only as per Annexure 4 to the tariff forms.

Reply to para 9

As desired by Hon’ble Commission we submit herein below the proposed capacity

charge, energy charge and incentives & taxes for each year as per the proposed ARR

for the 4" control period:
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Particulars

FY 2019- | FY 2020- | FY 2021- | FY 2022- | FY 2023-
20 21 22 23 24
Capacity Charges
Interest on outstanding loans 0.18 0.32 0.37 0.45 0.51
Depreciation/Advance against 32.06 70.43 70.49 70.58 70.67
Depreciation
Application fee 0.05 0.05 0.05 0.05 0.05
Sub-total Capacity Charges 32.29 70.81 70.92 71.07 71.23
Primary Energy Charges
O&M Charges 43.75 45.54 47.42 49.38 51.37
Return on Equity 78.63 78.70 78.79 78.89 78.89
Interest on Working Capital 6.23 7.52 7.62 7.73 7.83
Sub-total Primary Charges 128.61 131.75 133.83 136.00 138.09
Incentives and Taxes
Incentive for Secondary Energy 27.94 27.96 28.00 28.03 28.03
Incentive for Higher Plant 9.83 9.84 9.85 9.86 9.86
Availability
Income tax 25.97 39.39 39.43 39.48 39.51
Sub-total Incentives and Taxes 63.74 77.19 77.28 77.37 77.40
Total Annual Fixed Charges 224.64 279.75 282.02 284.44 286.72
%A*———\ P/F
Place: MNevs Dttt For JSW Hydro Energy Li
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AFFIDAVIT

I, Anurag Agarwal, son of Shri Kamal Kishore Agarwal, aged 38 years residing at

Panchsheel Pratishtha, Sector 75, Noida 201301, do solemnly affirm and say as

follows:

1. I am Senior Manager (F&A) of JSW Hydro Energy Limited and am duly
authorized to make this affidavit on behalf of JSW Hydro Energy Limited.

2

that the contents of the above reply along with the annexures filed are based
on the information available and on the records of the Petitioner maintained

in the normal course of business and believed by me to be true.

VERIFICATION

I, the deponent above-named, do hereby verify the contents of the above
affidavit to be true to the best of my knowledge, no part of it is false and nothing

material has been concealed therefrom.

Verified at News 0<9is  on this [9™ January, 20

7/

2

DEPONENT

ATTESTED

-

/ . .
Notary Public Dethi (India)
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