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Before 

UTTARAKHAND ELECTRICITY REGULATORY COMMISSION 

Petition No.: 10 of 2026 

In the Matter of:  

Petition filed by M/s Greenko Budhil Hydro Power Pvt. Ltd. for true-up of AFC for FY 2024-25, 

Annual Performance Review for FY 2025-26 and ARR for FY 2026-27 for Budhil Hydro Power 

Station of Greenko Budhil Hydro Power Pvt. Ltd. under Section 62 and 86 of the Electricity Act, 

2003 read with the relevant Regulations and guidelines of the Commission. 

In the Matter of:  

M/s Greenko Budhil Hydro Power Pvt. Ltd. 

Plot No. #1366, Road no. 45, 

Jubilee Hills, Hyderabad-500033                    ...Petitioner 

AND 

In the Matter of: 

Uttarakhand Power Corporation Ltd.                                                             

Urja Bhawan, Kanwali Road, Dehradun               ...Respondent 
 

Coram 

Shri M.L. Prasad Chairman 

Shri Anurag Sharma Member (Law) 

Shri Prabhat Kishor Dimri Member (Technical) 

Date of Order: May 27, 2026 

Section 64(1) read with Section 61 and 62 of the Electricity Act, 2003 (hereinafter referred to 

as “the Act”) requires the Generating Companies and the Licensees to file an application for 

determination of tariff before the Appropriate Commission in such manner and along with such fee 

as may be specified by the Appropriate Commission through Regulations.  

In accordance with the relevant provisions of the Act, the Commission had notified 

Uttarakhand Electricity Regulatory Commission (Terms and Conditions for Determination of Multi 

Year Tariff) Regulations, 2021 (hereinafter referred to as “UERC Tariff Regulations, 2021”) for the 

fourth Control Period from FY 2022-23 to FY 2024-25 and Uttarakhand Electricity Regulatory 
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Commission (Terms and Conditions for Determination of Tariff) Regulations, 2024 (hereinafter 

referred to as “UERC Tariff Regulations, 2024”) for the fifth Control Period from FY 2025-26 to FY 

2027-28 specifying therein terms, conditions and norms of operation for licensees, generating 

companies and SLDC.   

The Commission had issued the Order dated 11.04.2025 on approval of Business Plan and 

Multi Year Tariff for the fifth Control Period from FY 2025-26 to FY 2027-28. The Commission had 

also carried out the Annual Performance Review (APR) for FY 2024-25 vide the Order dated 

11.04.2025. 

In compliance with the provisions of the Act and Regulation 8(1) and Regulation 10(1) of 

UERC Tariff Regulations, 2021 and UERC Tariff Regulations, 2024, M/s Greenko Budhil Hydro 

Power Pvt. Ltd. (hereinafter referred to as “M/s GBHPPL” or “the Petitioner” or “the Generator”) 

filed the Petition (Petition No. 10 of 2026 and hereinafter referred to as “Petition”), giving details of 

its revised projections of Aggregate Revenue Requirement (ARR) for FY 2026-27 and Annual 

Performance Review for FY 2025-26 on 03.12.2025. Through the aforesaid Petition, the Petitioner has 

also requested for true up of FY 2024-25 based on the audited accounts in accordance with UERC 

Tariff Regulations, 2021.  

The Petition filed by the Petitioner had certain infirmities/deficiencies which were informed 

to the Petitioner vide Commission’s letter no. UERC/TF-812/2025-26/2025/1394 dated 10.12.2025 

and the Petitioner was directed to rectify the said infirmities in the Petition and submit certain 

additional information necessary for the admission of the Petition. The Petitioner vide its letters 

dated 19.12.2025 submitted the information sought by the Commission, and based on the same, the 

Commission provisionally admitted the Petition on 26.12.2025 for further processing subject to the 

condition that the Petitioner shall furnish any further information/clarifications as deemed 

necessary by the Commission during the processing of the Petition, failing which the Commission 

may proceed to dispose of the matter as it deems fit based on the information available with it.  

This Order, accordingly, relates to the Tariff Petition filed by M/s GBHPPL for true up for 

FY 2024-25, APR for FY 2025-26 and revised ARR for FY 2026-27 and is based on the original as well 

as the subsequent submission made by M/s GBHPPL during the course of the proceedings and the 

relevant findings contained in the previous Tariff Orders issued by the Commission. 

Tariff determination being the most vital function of the Commission, it has been the 

practice of the Commission to elaborate in detail the procedure and to explain the underlying 

principles in determination of tariffs. Accordingly, in the present Order also, in line with past 
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practices, the Commission has tried to elaborate the procedure and principles followed by it in 

determining the ARR of the generator. For the sake of convenience and clarity, this Order has 

further been divided into following Chapters: 

Chapter 1 - Background and Procedural History. 

Chapter 2 - UPCL’s Objections/Suggestions, Petitioner’s Responses and Commission’s 
Views. 

Chapter 3 - Petitioner’s Submissions, Commission’s Analysis, Scrutiny and Conclusion on 
Truing up for FY 2024-25. 

Chapter 4 - Petitioner’s Submissions, Commission’s Analysis, Scrutiny and Conclusion on 
APR for FY 2025-26. 

Chapter 5 - Petitioner’s Submissions, Commission’s Analysis, Scrutiny and Conclusion on 
ARR for FY 2026-27. 
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1. Background and Procedural History 

M/s GBHPPL is a company incorporated under the Companies Act, 1956. M/s GBHPPL is a 

generating company falling within the definition under sub-section 28 of Section 2 of the Act and has 

developed a 70 MW (2x35 MW) Hydro Electric power project (hereinafter referred to as the 

“Project”). The Petitioner had executed a PPA for 70 MW capacity with the distribution licensee, i.e. 

UPCL and had initiated scheduling of power w.e.f. 01.12.2015.  

The Commission issued the Tariff Order dated 11.04.2025 approving the Business Plan of the 

Petitioner Company for the fifth Control Period from FY 2025-26 to FY 2027-28 alongwith true-up for 

FY 2023-24 and determination of ARR for each year of the fifth Control Period from FY 2025-26 to FY 

2027-28. Subsequently, the Commission initiated a Suo-moto proceeding in the matter of 

implementation of Hon’ble APTEL’s Judgement dated 28.08.2024 in Appeal No. 100 of 2017 and 

Appeal no. 389 of 2018 and issued an Order dated 13.05.2025 thereby revising the Capital cost of the 

Petitioner’s project as on CoD, in line with the direction/observations of the Hon’ble APTEL, as 

against the cost initially approved by the Commission through its Order dated 30.11.2016. 

Consequently, the Commission re-determined the ARR from the date of execution of the PPA, i.e. 

01.12.2015 with UPCL till FY 2023-24 based on the revised capital cost in accordance with the 

prevailing UERC Tariff Regulations including the impact of truing up as discussed in detail in the 

Commission’s Order dated 13.05.2025. 

In accordance with Regulation 12 of the UERC Tariff Regulations, 2024, the Generating 

Company is required to file a Petition for Annual Performance Review by November 30 of every 

year. In compliance with the Regulations, M/s GBHPPL, filed Tariff Petition dated 28.11.2025 on 

APR for FY 2025-26 (received in Commission’s office on 03.12.2025). Through the above Petition, 

M/s GBHPPL sought true up for FY 2024-25, APR for FY 2025-26 and ARR for FY 2026-27 based on 

the audited accounts for FY 2024-25 and revised projections for additional capitalisation for FY 2025-

26 and FY 2026-27. The Commission vide its letter no. UERC/TF-812/2025-26/2025/1394 dated 

10.12.2025 sought certain information from the Petitioner for the purpose of admittance of the 

Petition. M/s GBHPPL submitted the required information vide its submissions dated 19.12.2025 

and based on the submission made by M/s GBHPPL, the Commission provisionally admitted the 
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Petition on 26.12.2025. 

In order to provide transparency to the process of tariff determination and give UPCL an 

opportunity to submit its objections/suggestions/comments on the proposals of M/s GBHPPL, the 

Commission sent a copy of the Petition to UPCL vide letter no. UERC/6/TF-812/2025-26/ 

2025/1469 dated 26.12.2025. 

UPCL vide its letter no. 521/UPCL/Comm/SE-II/B-II/Greenko dated 28.01.2026 sought 

additional information/documents from the Petitioner on certain points related to the Petition to 

enable it to submit comments in the matter. The Commission vide its letter dated 03.02.2026 directed 

the Petitioner to make its submission on the information sought by UPCL, in response to which the 

Petitioner vide its letter dated 10.02.2026 submitted its response on the information sought by UPCL. 

Subsequently, UPCL asserted before the Commission that a hearing may be scheduled on its 

application seeking production of documents from the Petitioner, so that detailed submissions may 

be advanced, and the matter may be decided in a just, fair, and transparent manner. The 

Commission, considering the request of the Respondent, i.e. UPCL, decided to conduct a hearing in 

the matter on 24.03.2026. The Commission also directed both the Petitioner and the Respondent to 

submit the requisite information and file their rejoinders respectively. In the meantime, UPCL 

submitted its comments on the Petition filed by the Petitioner, i.e. M/s GBHPPL, vide its letter no. 

1631/UPCL/Comm/SE-II/B-II/Greenko dated 23.03.2026. Further, during the hearing on 

24.03.2026, the representatives of both the parties were heard in detail, and the Petitioner was 

granted one weeks’ time to make its submission, if any, on the reply filed by UPCL vide its 

submission dated 23.03.2026. Subsequently, the Petitioner vide its letter dated 31.03.2026 submitted 

its rejoinder on the submissions made by UPCL.  

The submissions made by the Respondent, i.e. UPCL, and M/s GBHPPL in the Petition as 

well as additional information sought and replies received thereon have been discussed by the 

Commission at appropriate places in the Order alongwith the Commission’s views on the same. 

Section 64(3) of the Electricity Act 2003 mandates the issuance of the tariff Order within 120 

days of the date of receipt of the application. Moreover, it has been the practice of the Commission to 

issue Tariff Orders of the generators and transmission licensees alongwith the Tariff Orders of UPCL 

as the ARR of the generators and transmission licensees is considered towards the power purchase 

cost of UPCL. In the present case, the Commission, based upon the further information submitted by 

the parties, observed that the issues raised by the Respondent and the Petitioner would require 
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detailed deliberation on various aspects of the tariff determination, which would take some time. 

Accordingly, the Commission was of the view that the same shall affect the timely completion of the 

proceedings, as the Commission would be required to examine the issues raised by UPCL and the 

replies of the Petitioner and, thereby, apply prudence on the same. Moreover, since the ARR of M/s 

GBHPPL is considered towards the power purchase cost of UPCL, a delay in the issuance of the 

Petitioner’s tariff Order will delay the entire tariff proceedings of the distribution licensee and create 

uncertainty for consumers. In view of the same, and in light of the statutory provisions, the 

Commission vide interim Tariff Order dated 30.03.2026 provisionally approved the Aggregate 

Revenue Requirement (ARR) and Energy Charges (EC) of the Petitioner for FY 2026-27 attributable 

to its beneficiary, which was applicable till the final tariff is determined by the Commission.  

The Commission through the present Order, as discussed subsequently, has determined the 

final ARR of the Petitioner’s Budhil Plant attributable to UPCL for FY 2026-27 alongwith the impact 

of truing-up of FY 2024-25. Accordingly, the revised ARR alongwith the methodology for 

adjustment of the differential amount has been dealt in the subsequent paras of this Order.  

This Order, accordingly, relates to the Petition filed by M/s GBHPPL for true up for FY 2024-

25, APR for FY 2025-26 and revised ARR for FY 2026-27 and is based on the Petition as well as all the 

subsequent submissions made by M/s GBHPPL during the course of the proceedings and the 

relevant findings contained in the previous Orders of the Commission. 

As discussed, hereinabove, the Commission vide its Order dt. 13.05.2025, in line with the 

direction/observations of the Hon’ble APTEL, had revised the Capital cost of the Petitioner’s project 

as on CoD and recomputed the Design Energy and Saleable Energy of the Petitioner’s project. The 

Commission has, therefore, for carrying out true-up of FY 2024-25 and determination of ARR/Tariff 

for FY 2026-27 alongwith APR of FY 2025-26, considered the revised capital cost as on CoD as 

approved vide Order dated 13.05.2025 and additional capitalization/decapitalization approved from 

the date of CoD till the end of FY 2023-24 to arrive at the opening values for FY 2024-25 and 

subsequent years. Further, the Design Energy and Saleable Energy has also been considered in line 

with the aforesaid Order dated 13.05.2025. 
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2. UPCL’s Objections/Suggestions, Petitioners Responses and 

Commission’s Views 

 At the outset, the Commission deems it appropriate to record its concern regarding the delay 

in issuance of the Tariff Order in respect of the Budhil Power Plant of M/s GBHPPL. The said delay 

is attributable to the manner in which the present proceedings have been conducted, particularly 

with respect to the exchange of information and submission of comments by the parties. The Tariff 

proceedings are structured to assist the Commission in arriving at a just determination, not to be 

prolonged through avoidable procedural delays. 

 It was observed that UPCL, being the sole Respondent, undertook an extensive exercise of 

seeking documentary evidence from the Petitioner and refrained from filing its comments until, in 

its view, all requisite information had been furnished. While the Commission acknowledges the 

Respondent’s right to call for such documents as may be necessary for the purpose of examining the 

Petition and formulating its response, such right cannot be exercised in a manner that effectively 

supplants or encroaches upon the adjudicatory domain of the Commission. The approach adopted 

by the Respondent, in repeatedly seeking comprehensive records and supporting materials, 

indicates an attempt to undertake a parallel scrutiny of the Petition, rather than offering focused and 

constructive submissions on the issues raised therein.  

 The process of tariff determination vests exclusively with the Commission, which is 

competent to evaluate the sufficiency, relevance, and evidentiary value of the material placed before 

it. Therefore, any attempt by the Respondent to unduly expand the scope of information requests, 

thereby impeding the progress of the proceedings, is liable to be discouraged. 

 At the same time, it is equally incumbent upon the Petitioner to act with diligence and 

expeditiously furnish the information sought as directed by the Commission. In the present case, it is 

observed that certain information requisitioned by the Respondent was not furnished by the 

Petitioner within a reasonable timeframe and was instead submitted at a later stage. The eventual 

submission of the required information at a belated stage has further contributed to the delay in the 

conclusion of the present proceedings. Such delay on the part of the Petitioner is not conducive to 

the efficient conduct of proceedings and ought to be avoided. The Petitioner is hereby reminded of 

its obligation to strictly adhere to the directions of the Commission and to ensure timely submission 
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of all requisite information, as adherence to prescribed timelines is of the essence in the tariff 

proceedings. 

 The Commission emphasizes that tariff determination proceedings are time-bound in nature 

and are required to be concluded expeditiously in order to avoid regulatory uncertainty, mid-term 

tariff adjustments, and consequential impact on consumers. Any avoidable delay in the process is, 

therefore, undesirable and contrary to the regulatory framework. The parties to the proceedings 

must adhere to the procedural discipline. The Respondent should confine its queries to relevant and 

necessary information, and refrain from raising repetitive or superfluous requisitions. 

Correspondingly, the Petitioner must ensure timely and complete furnishing of all information 

sought, so as to facilitate expeditious disposal of the matter.  

 In view of the above, the Commission advises both the Petitioner and the Respondent to act 

with due diligence and responsibility, adhere strictly to the timelines prescribed, and confine their 

respective roles to providing relevant, concise, and constructive inputs. The responsibility of 

examining the material on record and arriving at a reasoned determination squarely rests with the 

Commission, which shall consider the entirety of the material on record and pass appropriate orders 

in accordance with law, and the parties are advised to refrain from adopting any approach that may 

impede or delay the adjudicatory process. 

The Commission has received suggestions/objections/comments from UPCL on M/s 

GBHPPL’s Petition for approval of true up for FY 2024-25, Annual Performance Review for FY 2025-

26 and determination of revised ARR for FY 2026-27. The Commission has further obtained replies 

from the Petitioner on the suggestions/objections/comments received from UPCL. For the sake of 

clarity, the objections raised by UPCL and responses of the Petitioner have been summarized issue 

wise. In the subsequent Chapters of this Order, the Commission has kept in view the 

suggestions/objections/comments of UPCL and replies of the Petitioner while deciding the ARR for 

M/s GBHPPL. 

2.1 General 

2.1.1 UPCL’s Comment: 

  UPCL submitted that the Petitioner has materially altered and expanded its claims 

through successive filings, including revised tariff forms, additional capitalisation, 

decapitalisation details, and revised expense break-ups. UPCL further submitted that such 

continuous modifications indicate that the Petition is not based on a complete and stable set 

of claims and is contrary to the regulatory framework requiring a complete and consistent 
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filing at the outset. UPCL further submitted that the Regulations clearly define “Additional 

Capitalisation” as expenditure which must be duly admitted by the Commission after a 

detailed prudence check, and mandates that all claims be supported by proper accounting 

statements, notes and documentary evidence.  

2.1.2 Petitioner’s Reply: 

  The Petitioner submitted that submissions made by it are consistent with practices 

followed before the State Commission’s and is also followed by UPCL in its own filings 

before the Commission. The Petitioner submitted that the Tariff determination proceedings 

before the Commission, in terms of the Electricity Act, 2003, are regulatory and inquisitorial 

in nature rather than adjudicatory or adversarial, which require the Commission to direct for 

clarifications and additional documents to the Tariff Petition in furtherance of any queries 

during process of prudence check, and accordingly, the claim of the Petitioner shall be 

revised in furtherance of the same. Moreover, while UPCL has stated ‘subsequent filings’ 

cannot cure deficiencies in the Petition, per contra, UPCL, in its own tariff Petition filed 

before the Commission as per established practices and as viewed in publicly available data, 

has provided documents/clarifications/corrections and amendments to its claims therein. 

Having accepted such widely adopted procedure for their own benefit, UPCL must avoid 

raising such untenable objections in the present case, thus, contenting exclusion of the similar 

process for the Petitioner. 

2.1.3 Commission’s View: 

  The Commission has analysed the submissions of the Respondent and the Petitioner 

and is of the view that it is imperative for the Petitioner’s to rectify/modify their claims 

based on the information sought/discussion during the Tariff proceedings. As the Petitioner 

has rightly pointed out, UPCL itself has been revising its claims during the proceedings 

before the Commission which has generally been accepted by the Commission. However, the 

Commission would like to state that continuous modification or revision of estimates is 

generally not appreciated, as it undermines the sanctity of the filings made before the 

Commission, and, therefore, the utilities must endeavour to recheck and reaffirm their claims 

before filing the Petition. This ensures that the subsequent information sought on the Petition 

remains confined to clarification on information sought by the Commission rather than 

resulting in a modification of the Petitioner’s entire claim. 
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2.2 General 

2.2.1 UPCL’s Comment: 

  UPCL has submitted that the Commission, in the Tariff Order dated 11.04.2025, has 

already laid down the applicable methodology and principles for the fifth Control Period for 

the Petitioner’s project, including treatment of additional capitalisation, O&M expenses, 

return on equity and non-tariff income. UPCL further submitted that the present Petition 

seeks to deviate from the settled framework and attempts to reopen issues already decided 

by the Commission. UPCL further submitted that it was constrained to file its objections 

based on the limited material made available to it for framing its comments. 

2.2.2 Petitioner’s Reply: 

  The Petitioner, while denying the contentions of UPCL, submitted that the applicable 

methodology and tariff parameters are not only governed by the Tariff Order dated 

11.04.2025 but have been modified pursuant to a subsequent Order dated 13.05.2025, as 

recorded by the Commission, and, therefore, UPCL’s submissions are liable to be set aside. 

The Petitioner further submitted that UPCL has erroneously and repeatedly claimed that 

documents are not available with it, however, all the records are duly available and 

accessible on the website of the Commission. The Petitioner further submitted that, vide 

response dated 18.03.2026, it has again placed on record such information for the benefit of 

UPCL without prejudice to the earlier submissions.  

2.2.3 Commission’s View: 

  The Commission has considered the submissions of the Respondent and the 

Petitioner. Since the entire record of tariff proceedings is available on the Commission’s 

website, UPCL cannot claim that the required documents to assess the Petition and frame its 

comments were not available. Moreover, additional specific documents sought by UPCL, 

were eventually forwarded by the Petitioner vide its subsequent submissions.  

2.3 Additional Capitalisation 

2.3.1 UPCL’s Comment: 

  UPCL submitted that the Commission in the previous Tariff Order had specifically 

observed that certain capital expenditure items, including the replacement of the Governor 

Panel, lacked adequate technical documentation, and accordingly, directed the Petitioner to 

ensure that any future claims of additional capitalisation were substantiated with proper 
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technical justification, including reports from independent agencies. However, in the present 

Petition, the Petitioner has claimed additional capitalisation amounting to Rs. 1.86 Crores for 

FY 2024-25, including items such as the Governor Panel, Valve Table Assembly, CCTV 

Cameras, ABT Software, and Administrative Vehicle, without providing any independent 

agency reports or credible technical justification, which clearly demonstrates that the 

Petitioner has failed to comply with the Commission’s explicit directions and has repeated 

the same deficiency. UPCL submitted that the entire additional capitalisation claimed by the 

Petitioner for FY 2024-25, insofar as it pertains to the aforesaid items, is unsupported, non-

compliant, and contrary to both the Regulations and the directions of the Commission and is 

liable to be disallowed.  

  UPCL submitted that the present claims of the Petitioner raises a serious concern of 

potential double-counting as the Governor Panel replacement was already under 

consideration in the earlier tariff proceedings, and the Petitioner has now sought to capitalise 

the same asset in a different cycle without clearly demonstrating its relevance to the same 

work, a continuation thereof, or an entirely new asset.  

2.3.2 Petitioner’s Reply: 

  The Petitioner submitted that UPCL has raised unsustainable objections to the 

Petitioner’s claim of additional capital expenditure purportedly for not submitting 

Independent Agency Report, Justification for expenses, submission of photographs and prior 

intimation, which are explicitly denied. The Petitioner submitted that UPCL has failed to 

disclose that the Petitioner has already submitted the Independent Agency Report regarding 

the expenses claimed for ‘New Governor Panel’ to the Commission and again provided the 

same to UPCL by way of the response dated 18.03.2026. Further, UPCL has also objected to 

other items claimed under additional capitalization, justification/clarification for which has 

already been provided to the Commission and to UPCL. The Petitioner submitted that on the 

issue of New Governor Panel, UPCL has wrongly averred that, claim has been denied by the 

Commission in the previous Tariff Order and the claim allowance can lead to double 

charging. The Petitioner stated that, as per practice, additional capitalisation in previous 

Tariff Orders is always made subject to actual expenditure during the true-up exercise, and 

accordingly, the present claim of ‘New Governor Panel’, which was earlier made for FY 2024-

25 during ARR stage, is rightly being claimed during true-up after incurring such 

expenditure, providing photographic evidence and Independent Auditors Report.  
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  The Petitioner submitted that UPCL has not submitted any objections and, hence, 

admitted to the cogency and validity of computation and claim of the Petitioner. Also, UPCL 

has not objected to any of findings/noting/declarations under the Independent Auditors 

Report provided along with the Main Petition, which implies that the veracity and regulatory 

compliance under the same are, therefore, admitted by UPCL. The Petitioner submitted that, 

except certain specific points, UPCL has not objected to the clarifications provided by the 

Petitioner to the Commission through various submissions, and UPCL cannot seek to re-

agitate such issues or better their objections after such deficiencies are expressly pointed out. 

2.3.3 Commission’s View: 

The Commission has noted the submissions of the Respondent and the Petitioner and has 

given its view in the subsequent paragraphs of this Order, while dealing with allowability or 

otherwise of the capitalization claimed by the Petitioner. 

2.4 Related Party Transactions and Arm’s Length Pricing 

2.4.1 UPCL’s Comment: 

  UPCL submitted that a substantial portion of the additional capitalisation of the 

Petitioner pertains to procurement from a related entity, namely M/s Greenko Energies Pvt. 

Ltd. (herein after referred to as “M/s GEPL”), and the Petitioner has failed to demonstrate 

that such transactions were undertaken on an arm’s length basis. UPCL further submitted 

that there is no evidence of competitive bidding, benchmarking, or independent valuation, 

raising concerns regarding reasonableness and prudency of the expenditure and potential 

inflation of capital cost. UPCL submitted that the Commission may subject these claims of the 

Petitioner to stringent prudence check before considering the same towards the tariff 

determination of the Petitioner’s plant. 

2.4.2 Petitioner’s Reply:  

  The Petitioner submitted that mere existence of related party transactions cannot be a 

ground for disallowance and that UPCL has failed to provide any benchmark or comparative 

data to establish unreasonableness of costs. The Petitioner also submitted that compliance 

with applicable provisions has been certified in the Independent Auditor’s Report, which has 

not been challenged by UPCL. It was further submitted that detailed documentation, 

including invoices and cost details, has been furnished to demonstrate the reasonableness of 

the expenditure, and, therefore, the allegations of inflated costs are without basis. 
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2.4.3 Commission’s View: 

  The Commission has noted the submissions of the Respondent and the Petitioner. The 

matter has been dealt by the Commission in the subsequent paragraphs of this Order. 

2.5 Non-Tariff Income 

2.5.1 UPCL’s Comment: 

  UPCL submitted that the Petitioner has failed to deduct non-tariff income, including 

interest on fixed deposits and investments, from the ARR as mandated under the 

Regulations. UPCL further submitted that the Petitioner has wrongly excluded such income 

by relying on the proviso relating to Return on Equity and has not demonstrated proper 

segregation of funds, thereby leading to inflated tariff claims and unjust enrichment. UPCL 

further submitted that the Petitioner has admittedly deployed funds in financial instruments 

such as fixed deposits and debentures, including investments in group entities, and once 

funds are part of the regulated business and are being utilised or deployed in any form, the 

income arising therefrom cannot be treated as private income of the Petitioner.  

2.5.2 Petitioner’s Reply: 

  The Petitioner submitted that Regulation 46 expressly excludes interest earned on 

investments made out of Return on Equity from Non-Tariff Income, and such treatment has 

been consistently allowed by the Commission in the previous true-up orders. The Petitioner 

additionally submitted that the income in question pertains to RoE-linked investments of the 

regulated business and has been duly clarified through affidavits and past precedents, and, 

therefore, the claim of nil non-tariff income is in accordance with the regulatory framework. 

2.5.3 Commission’s View: 

  The Commission has noted the submissions of the Respondent and the Petitioner. The 

matter has been dealt by the Commission in the subsequent paragraphs of this Order. 

2.6 Irregularities in the Petition 

2.6.1  UPCL’s Comment: 

  UPCL submitted that the Petitioner has failed to comply with the directions of the 

Commission and the requirements under the Regulations by not furnishing independent 

agency reports, technical justification, prior intimation, and supporting documentary 

evidence including geotagged photographs for additional capitalisation claims. UPCL further 
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submitted that UPCL has submitted that the Petitioner has failed to furnish required 

documents despite directions of the Commission, resulting in lack of transparency and 

compelling UPCL to file its response based on limited information. 

  UPCL submitted that the Petitioner’s submissions regarding the procurement process 

are vague and unsupported, while the Petitioner claims that works are undertaken through 

tendering and evaluation, the documents on record indicate absence of any transparent 

tender process. The work orders appear to have been issued on mutual understanding 

without competitive bidding, without disclosure of eligibility criteria, and without 

justification of rates. 

  UPCL submitted that there are inconsistencies in the Petitioner’s claims regarding 

capitalisation of assets. UPCL stated that while only a Bolero vehicle was originally 

proposed, an additional vehicle (Brezza) has been introduced later, which is not linked to 

plant operations. Further, expenditure on CCTV cameras has been claimed without prior 

disclosure, outside the approved scope, and through a related party without transparency. 

Additionally, the Petitioner has claimed expenditure on procurement of a laptop without 

demonstrating any competitive bidding or price discovery mechanism. 

  UPCL submitted that the Petitioner has incurred excessive expenditure under O&M 

expenses, particularly under A&G and Employee expenses. UPCL submitted that amount 

towards contributions/donations to outside institutions is not a legitimate operational 

expense and cannot be passed on to consumers. UPCL further submitted that a significant 

increase in insurance expenses amounting to ₹ 1.82 Crore has been observed, for which no 

justification or supporting documentation has been provided. UPCL submitted that the 

Petitioner has failed to furnish details and supporting documents for R&M expenses and has 

instead shifted the burden on UPCL to verify the same at its office, which approach is 

contrary to the settled principles, as the burden of proof lies on the Petitioner to substantiate 

its claims with documentary evidence, and in the absence of such material, the claims are 

liable to be rejected. 

2.6.2  Petitioner’s Reply: 

  The Petitioner submitted that requisite justification, supporting documents, and 

independent agency reports have already been furnished through the Petition and 

subsequent affidavits. The Petitioner submitted that UPCL has failed to demonstrate any 

unreasonableness in the claimed expenditure and has raised hyper-technical objections 
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without addressing the substantive information provided. The Petitioner further submitted 

that UPCL’s contention is incorrect, as all the relevant information has been provided and is 

also available in the public domain. The Petitioner further stated that additional documents 

have been furnished again in compliance with directions of the Commission, and that UPCL 

cannot claim absence of information when such material has been made available repeatedly. 

  The Petitioner submitted that the procurement is undertaken through a centralized 

model at group level (through M/s GEPL) to achieve economies of scale, better price 

discovery, and standardized procurement practices. 

  The Petitioner submitted that the total cost of vehicles was already included in the 

original Petition on a lump sum basis and was subsequently bifurcated into individual 

components without any change in value. Further, the CCTV cameras installation was 

undertaken in compliance with statutory requirements under the Dam Safety Act, 2021 and 

directions of the Department of Energy, and the detailed justification, locations and 

photographic evidence has been furnished before the Commission for the same. The 

Petitioner further submitted that regarding the procurement of laptop, UPCL has not 

provided any benchmark or comparative analysis to support its objection, and, therefore, 

such contention is unsubstantiated. 

  The Petitioner submitted that UPCL’s contentions do not refer to any specific 

documents or pleadings, and UPCL cannot raise objections based on incomplete appreciation 

of the record. The Petitioner stated that all the relevant invoices have already been provided 

to UPCL vide email dated 18.03.2026, and the Petitioner had only offered physical 

verification of the documents, if required, and had not shifted the burden of proof. 

Additionally, the Petitioner submitted that its O&M expenses are in fact lower than the 

normative allowance as per the Regulations. 

2.6.3  Commission’s View: 

  The Commission has noted the submissions of the Respondent and the Petitioner. The 

matter has been dealt by the Commission in the subsequent paragraphs of this Order at 

appropriate places. 

2.7 Depreciation on unapproved Additional Capitalisation 

2.7.1 UPCL’s Comment: 
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  UPCL submitted that the Petitioner has incorrectly computed depreciation by 

including unapproved additional capitalisation in the capital base, contrary to the Tariff 

Order. It further submitted that depreciation can be allowed only after prudence check and 

approval of such capital expenditure, and the Petitioner’s approach of directly factoring in 

additions of ₹ 1.865 crore in FY 2024-25 is impermissible. UPCL further submitted that the 

Petitioner is attempting to alter the approved capital structure, deviate from the prescribed 

depreciation methodology and useful life, and create a risk of double recovery without 

proper asset-wise justification or reconciliation. 

2.7.2 Petitioner’s Reply: 

  The Petitioner submitted that UPCL has wrongly contended that Depreciation is 

restricted to parameter as determined by the Commission vide Order dated 11.04.2025. The 

Petitioner submitted that the depreciation methodology is stipulated in Regulation 28 of 

UERC Tariff Regulations 2021, and as per the same the depreciation for FY 2024-25 has been 

computed as per the prevalent practice in terms of the past tariff orders of the Commission. 

Further, as the Petitioner has completed 12 years from date of commercial operation in May 

2025, the depreciation from FY 2025-26, i.e. from 31.05.2025 being “31st March of the year 

closing after a period of 12 years from the date of commercial operation”, shall be spread 

over the balance life of the assets. The Petitioner further submitted that UPCL has failed to 

consider that ARR of the Petitioner is subject not only to the Order dated 11.04.2025 but also 

the Order dated 13.05.2025 whereby the allowable Capital Cost for the Petitioner has been 

substantially altered. Moreover, UPCL having adopted such practice in their own tariff 

filings cannot object to the same in case of the Petitioner, which is also otherwise contrary to 

law and facts for failing to consider the express terms of the Regulation 28 and the impact of 

the Order dated 13.05.2025. 

2.7.3 Commission’s View: 

  The Commission has considered the submissions of the Respondent and the 

Petitioner. The matter has been addressed in the subsequent paragraphs of this Order. 

Furthermore, as a matter of general practice, the Petitioner is required to determine the 

various components of ARR based on its claim at the time of filing the Petition before the 

Commission, and the same practice has been adopted by the Petitioner as well. UPCL in its 

own tariff filing also determines the various components of ARR based on its claim and 

projections made in the Petition and the filing of such estimates before the Commission is in 



2. UPCL’s Objections/Suggestions, Petitioners Responses and Commission’s Views 

 

Uttarakhand Electricity Regulatory Commission         17 

line with the requirements laid down in the Regulations. 

2.8 Incomplete Submission 

2.8.1 UPCL’s Comment: 

  UPCL submitted that the Petitioner has failed to adequately respond to the queries 

raised by the Commission. UPCL particularly pointed out towards specific information 

sought by the Commission in the queries raised vide Commission’s letter dated 03.02.2026 

and 10.12.2025, broadly in relation to CCTV cameras, capital expenditure compliance, 

generation data, and statutory justification of assets etc. and submitted that the replies are 

vague, incomplete, and non-responsive, lacking necessary asset-wise details, and that the 

Petitioner has not complied with directions regarding prior intimation, geotagged 

photographs, and supporting documentation. UPCL further submitted that there is no clarity 

on decapitalisation, it also raised concerns on double accounting, and stated that the 

Petitioner has misinterpreted regulatory provisions, including the concept of “major capital 

expenditure”. 

2.8.2 Petitioner’s Reply: 

  The Petitioner submitted that UPCL has referred to the wrong queries and dates as 

queries related to the Commission’s letter dated 03.02.2026 do not contain the specific issues 

as discussed by UPCL. The Petitioner submitted that the Commission requested for 

documents highlighting statutory requirements only for such components which are being 

claimed as being statutorily mandated. In this regard, the costs towards CCTV Cameras 

being mandated under Dam Safety Act, 2021 under directions of DoE, State of Himachal 

Pradesh are duly provided. Further, with regard to New Governor Panel, the same are 

required as the old Governor (M/s DEC China make) work in RGMO mode and has no 

facility to run in FGMO Mode, and as per the IEGC 2023, clause 30.10 requires as follows;  

"the generating stations and units thereof shall have electronically controlled governing 

systems or frequency controllers in accordance with the CEA Technical Standards for 

Connectivity and are mandated to provide PRAS. The generating stations and units thereof 

with governors shall be under Free Governor Mode of Operation. " 

  The Petitioner further submitted that it has duly provided the location of cameras and 

clarified the treatment of assets. Further, the Petitioner has reiterated the need for 

clarification qua ‘major capital expenditure’ since as per the aforesaid directions, the 



Order on True-up for FY 2024-25, APR for FY 2025-26 and ARR FY 2026-27 

18         Uttarakhand Electricity Regulatory Commission 

Petitioner is required to communicate ‘major capital expenditure’ to UPCL. The Petitioner 

submitted that it is of the belief that only such expenditure beyond Rs. 5 Crore would attract 

the directions for information to UPCL and acted accordingly. The Petitioner submitted that 

a contrary interpretation would entail informing UPCL for each and every count of 

expenditure incurred by the generator which would increase the regulatory burden and may 

fall foul of the principle espoused by Hon’ble Supreme Court that de-licensed business must 

be free from strictures of licensing provisions prevalent prior to Electricity Act, 2003. 

  The Petitioner submitted that it has provided the rationale for being constrained from 

providing photographs of the physical meter and has instead provided the REA and the 

encrypted meter data to demonstrate the actual generation. The Petitioner stated that UPCL 

has not provided any reason as to why such data accepted by them for the purposes of 

making payment of monthly invoices is not adequate for the purposes of determination of 

tariff. 

2.8.3 Commission’s View: 

  The Commission has noted the submissions of the Respondent and the Petitioner. The 

matter has been dealt by the Commission in the subsequent paragraphs of this Order. 

2.9 Community / Social Expenditure (Drinking Water Scheme) 

2.9.1 UPCL’s Comment: 

  UPCL submitted that the proposed expenditure of ₹ 80 lakhs towards the Drinking 

Water Supply Scheme for Lahal Village is not admissible in tariff as it is in the nature of a 

community or social welfare activity and not part of tariff-eligible capital cost. UPCL further 

submitted that the Commission has already held that expenses of such nature cannot be 

passed on to the consumers, and the said scheme has no nexus with the operation, safety, or 

efficiency of the generating station as required under Regulation 22(2)(e). UPCL further 

stated that allowing such claims would set an incorrect precedent by permitting recovery of 

discretionary expenses through tariff and sought complete disallowance of the same. 

2.9.2 Petitioner’s Reply: 

  The Petitioner submitted that UPCL has erroneously characterised the proposed 

expenditure as a social or community obligation, without appreciating that the same arises 

from a binding statutory and contractual obligation under the NoC issued by the State 

Authority, which mandates restoration of disrupted water supply due to project activities. 
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The Petitioner submitted that the disruption to Lahal Village’s water source was caused by 

project construction in 2009-10, and as a temporary solution, the project authority, and 

subsequently the Petitioner, provided daily water supply through tankers at a recurring cost 

of Rs. 75 Lakh. To reduce such costs, it was proposed to construct a permanent solution at a 

one-time cost of Rs. 80 Lakh resulting in long-term cost efficiency and consumer benefit, and, 

therefore, the proposed expenses satisfies the test of prudence, necessity, and efficiency, and 

cannot be treated as discretionary or of CSR in nature. 

2.9.3 Commission’s View: 

  The Commission has noted the submissions of the Respondent and the Petitioner. The 

matter has been dealt by the Commission in the subsequent paragraphs of this Order. 
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3. Petitioner’s Submissions, Commission’s Analysis, Scrutiny and 

Conclusion on Truing up for FY 2024-25 

3.1 Statutory Requirement 

The Commission had notified the UERC Tariff Regulations, 2021 on 02.10.2021 in 

accordance with the provisions of the Act. The above Regulations were applicable for 

determination of Tariff for the fourth Control Period from FY 2022-23 to FY 2024-25.  

Regulation 12 of the UERC Tariff Regulations, 2021 specifies as follows: 

“12. Annual Performance Review  

(1) Under the multi-year tariff framework, the performance of the Generating Company or 

Transmission and Distribution Licensees or SLDC, shall be subject to an Annual Performance 

Review.  

(2) The Applicant shall under affidavit and as per the UERC Conduct of Business Regulations as 

amended from time to time, make an application for Annual Performance Review by November 

30th of every year; 

…  

(3) The scope of the Annual Performance Review shall be a comparison of the performance of the 

Applicant with the approved forecast of Aggregate Revenue Requirement and expected revenue 

from tariff and charges and shall comprise of following: 

a) A comparison of the audited performance of the applicant for the previous financial year with 

the approved forecast for such previous financial year and truing up of expenses and revenue 

subject to prudence check including pass through of impact of uncontrollable factors;  

b) Categorisation of variations in performance with reference to approved forecast into factors 

within the control of the applicant (controllable factors) and those caused by factors beyond the 

control of the applicant (un-controllable factors).  

c) Revision of estimates for the ensuing financial year, if required, based on audited financial 

results for the previous financial year; 
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d) Computation of the sharing of gains and losses on account of controllable factors for the 

previous year”  

In its present filing, the Petitioner has submitted the information relating to its 

expenses and revenues for FY 2024-25 for the contracted capacity of the generating station 

based on the audited accounts and has, accordingly, requested the Commission to carry out 

the truing up for FY 2024-25 alongwith the sharing of gains and losses.   

3.2 Impact of Sharing of Gains and Losses on account of Controllable Factors for FY 

2024-25  

Regulation 14 of the UERC Tariff Regulations, 2021 specifies as follows:  

“14. Sharing of Gains and Losses on account of Controllable factors: 

The approved aggregate gain and loss to the Applicant on account of controllable factors shall be dealt 

with in the following manner: 

(a) 1/3rd  of such gain or loss shall be passed on as a rebate or allowed to be recovered in tariffs over 

such period as may be specified in the Order of the Commission; 

(b) The balance amount of such gain or loss may be utilized or absorbed by the Applicant.” 

The above referred Regulations requires a comparison of the audited performance of the 

applicant for the previous financial year with the approved forecast for such previous financial year 

and truing up of expenses and revenues subject to prudence check including pass through of the 

impact of uncontrollable factors. 

O&M expenses comprise of the major portion of ARR of M/s GBHPPL and are within the 

control of the Petitioner. Moreover, in accordance with UERC Tariff Regulations, 2021 these are 

controllable expenses. Similarly, in accordance with the applicable Tariff Regulations, the variation 

in working capital requirement is also a controllable factor. Hence, the sharing of gains and losses 

has been carried out for these expenses. However, the capital related expenses like interest on loans, 

depreciation etc. have been treated as uncontrollable and, hence, no sharing of losses or gains for the 

same has been carried out. 
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3.3 Physical Parameters 

 

3.3.1 NAPAF 

 The Commission vide its Order dated 28.12.2016 on approval of PPA for the 

 Petitioner’s plant approved the NAPAF, in accordance with Regulation 3(54) of the UERC 

 Tariff  Regulations, 2015, as follows: 

““Normative Availability” or “Target Availability” Or Normative Annual Plant Availability Factor 

(NAPAF) shall mean Eighty Five (85%) Availability of aggregate Contracted Capacity at the Delivery 

Point on Contract Year Basis. However, UPCL may vary the Availability Factor on monthly basis as 

required by UPCL but maintaining the NAPAF at 85% yearly basis.” 

 As per the prevailing UERC Tariff Regulations, NAPAF is 85% for the hydro plant of 

 the Petitioner. Further, the Commission vide its MYT Order dated 31.03.2022 had also 

 fixed the NAPAF of 85% for the fourth Control Period from FY 2022-23 to FY 2024-25. The 

 Commission is of the view that the same NAPAF shall continue to be applicable for FY 2024-

 25 without any change. 

3.3.2 Design Energy and Saleable Primary Energy 

With regard to Design Energy and Saleable Primary Energy, the Commission in its 

Order dated 13.05.2025, while implementing the Hon’ble APTEL’s Judgement dated 

28.08.2024 in Appeal No. 389 of 2018 and 100 of 2017, has held as under: 

   “A. Computation of Design Energy 

      3.7 … 

…As observed by the Hon’ble APTEL, as per the notification dated 09.09.2005 of 

Government of Himachal Pradesh, the generator is bound to release, at all the times, a 

minimum of 15% of the inflow observed in the lean season and is also mandated to maintain 

the same at the immediate downstream of the diversion structures. Accordingly, the 

Commission has worked out the design energy, i.e. 280.90 MUs considering mandatory 

discharge as per the notification dated 09.09.2005 against the earlier approve design energy 

of 283.54 MUs. Tariff has been redetermined from the date of execution of the PPA, i.e. 

01.12.2015 considering the Design Energy of 280.90 MUs in the subsequent paragraphs of 

this Order. 
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 B. Tie-line losses in the computation of Saleable Energy  

3.10 …  

…Therefore, the Commission has relied on the report of HPPCL regarding variation in transmission 

losses in 220 kV Budhil to Chamera-III transmission line with increase in power injection at 220 kV 

Budhil Bus and email from M/s GBHPPL to HPPTCL wherein it has been mentioned that the 

transmission losses are 0.19% of the Budhil line as per the historical data. As the same has not been 

challenged by the generator and accepted as such. Accordingly, the Commission has considered  tie-

line loss of 0.19% in the dedicated transmission line from Budhil HEP to Chamera-III pooling station 

for determination of saleable energy in compliance to the direction of Hon’ble APTEL. 

3.11 Based on the above observations, the saleable energy from 01.12.2015 to 31.03.2024 works out to 

243.76 MUs, 229.83 MUs for FY 2024-25 and 227.14 MUs from 01.04.2025 onwards.” 

In view of the Commission’s Order dated 13.05.2025, as quoted herein above, the Design 

Energy for the Petitioner’s plant has been approved as 280.90 MUs. Further, through the aforesaid 

Order, the Commission has also approved the saleable primary energy for FY 2024-25 as 229.83 

MUs, after adjusting the normative auxiliary consumption, home State share and tie-line losses. 

Accordingly, the Commission decides to consider the design energy and saleable primary energy for 

FY 2024-25 as approved in Order dated 13.05.2025. 

3.4 Financial Parameters 

3.4.1 Capital Cost 

Regulation 21 (2) of UERC Tariff Regulations, 2021 specifies as under: 

“The Capital cost of an existing project shall include the following: 

a) The capital cost admitted by the Commission prior to 01.04.2022 duly trued up as on 01.04.2022; 

b) Additional capitalisation and de-capitalisation for the respective year of tariff as determined in 

accordance with Regulation 22; and 

c) Expenditure on account of renovation and modernisation as admitted by this Commission in 

accordance with Regulations 23.” 
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The Petitioner has claimed opening Gross Fixed Assets (GFA) amounting to Rs. 711.93 Crore 

as on 01.04.2024. The Commission vide order dated 13.05.2025, as discussed in preceding paras, has 

revised the Capital Cost as on CoD of the Petitioner’s project. Considering the revised cost and 

additional capitalisation and de-capitalisation until the end of FY 2023-24, the opening GFA as of 

01.04.2024 works out to Rs. 711.94 Crore. The same has been considered by the Commission as the 

opening GFA for the purpose of truing up for FY 2024-25. 

3.4.2 Additional Capitalisation 

Regulation 22 of UERC Tariff Regulations, 2021 specifies as under:  

“(1) The following capital expenditure within the original scope of work actually incurred or projected to 

be incurred after the date of commercial operation and up to the cut-off date may be admitted by the 

Commission, subject to prudence check: 

a. Undischarged liabilities; 

b. Works deferred for execution; 

c. Procurement of initial capital spares within the original scope of work, subject to the provisions of 

Regulation 21(11); 

d. Liabilities to meet award of arbitration or for compliance of the order or decree of a court; and 

e. On account of change in law. 

Provided that the details included in the original scope of work along with estimates of expenditure, 

deferred liabilities and the works deferred for execution shall be submitted along with the application 

for determination of tariff. 

(2) The capital expenditure of the following nature actually incurred after the cut-off date may be admitted 

by the Commission, subject to prudence check: 

i. Liabilities to meet award of arbitration or for compliance of the order or decree of a court; 

ii. Change in law;  

iii. Works deferred for execution within the original scope of work; 

iv. Any liability for works admitted by the Commission after the cut-off date to the extent of discharge of 

such liabilities by actual payments; 

v. Any additional capital expenditure which has become necessary for efficient operation of generating 

station or transmission system as the case may be. The claim shall be substantiated with the technical 

justification duly supported by the documentary evidence like test results carried out by an 

independent agency in case of deterioration of assets, report of an independent agency in case of 
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damage caused by natural calamities, obsolescence of technology, up-gradation of capacity for the 

technical reason such as increase in fault level; 

vi. In case of hydro generating stations, any additional expenditure which has become necessary on 

account of damage caused by natural calamities (but not due to flooding of power house attributable to 

the negligence of the generating company), including due to geological surprises, after adjusting for 

proceeds from any insurance scheme, and expenditure incurred due to any additional work which has 

become necessary for successful and efficient plant operation;  

Provided that additional capitalisation on this account would only be allowed if appropriate and 

adequate insurance cover was available at the time of occurrence of natural calamities referred to 

above;  

vii. xxx 

viii. xxx 

(3) ...” 

In the present Petition, the Petitioner has claimed additional capitalisation of Rs. 1.94 Crore 

for FY 2024-25. However, the additional capitalisation as per audited accounts is Rs. 1.86 Crore only. 

The Petitioner informed that the differential amount of Rs. 0.08 Crore is on account of capitalization 

towards supply of Steel items and Bolt & welding electrodes on account of material procured for 

fabrication and erection of side cladding at MAT of Powerhouse, which were earlier disallowed by 

the Commission in the Tariff Order dated 11.04.2025, as installation work of side cladding at MAT of 

Powerhouse was still pending and the Commission then directed the Petitioner to claim the 

additional capitalisation in the financial year in which all the activities pertaining to the said work is 

completed and asset is put to use. The Petitioner submitted that, since the works related to the side 

cladding at MAT of Powerhouse have been completed in FY 2024-25, therefore, the Petitioner is 

claiming the same alongwith additional capitalization for FY 2024-25.  

The details of the additional capitalization claimed by the Petitioner for FY 2024-25 are 

summarized in the Table given below: 
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Table 3.1 Additional Capitalization claimed for FY 2024-25 (Rs. in Crore) 
S. 

No. 
Description Amount Justification 

1. 

Fabrication & 
Installation of PGT Sheet 
& Supply of Steel items 
and Bolt & welding 
electrodes for 
Fabrication Work 

                    
0.03 

& 
0.08 

PGT Sheet is installed as cladding in the both side of the Main 
Access Tunnel (MAT) of the power house. Cladding acts as a 
shield against moisture, dust, and corrosion, preserving the 
underlying tunnel structure and extending its lifespan. It reflects 
light better, reducing the amount of lighting needed (energy 
saving) and improving visibility for drivers, which helps alleviate 
tunnel phobia. It will also provide a clean, aesthetic, and 
functional space to hide cables, pipes, and electrical conduits 
behind the cladding. 

2. 

New Turbine Governor: 
- Supply of Digital 
Electronic Governor 
Panel 
- Supply of Valve Table 
Assembly 

                    
0.46  

 
                     

0.63  
 

The present governors are Chinese make and experiencing 
operational problems, thereby affecting the generation due to 
outages. The old version have no spare is available in market and 
the services are also very difficult to get from OEM. For long life 
of governing system and smooth operation it is recommended to 
replace with new updated Indian version. 
Further, the old Governor (M/s DEC China make) work in 
RGMO mode and has no facility to run in FGMO Mode.  As per 
the IEGC  2023 clause 30.10.(d) 
"The generating stations and units thereof shall have electronically 
controlled governing systems or frequency controllers in accordance 
with the CEA Technical Standards for Connectivity and are mandated 
to provide PRAS. The generating stations and units thereof with 
governors shall be under Free Governor Mode of Operation." 

3. Early Warning System 
                    

0.01  
 

Water level sensor for installation of early warning system in the 
upstream of Budhil dam as per dam safety act 2021 

4. 
Installation of CCTV 
Cameras 

                    
0.36  

 

For safety and security of the plant and employees from external 
threat CCTV cameras are installed at DAM and Power house 
location. 

 5. 

Vehicle: 
 
- Mahindra Bolero 
 
- Maruti Brezza 
 

                     
                    

0.11  
 

0.16  
 

W.r.t the vehicle, Mahindra Bolero:  
The condition of the existing shift vehicle, Bolero HP-46-1959 is 
not good. Every year, repair and maintenance costs are 
increasing. It was purchased in  2017, and it has been plyed more 
than 1.80 Lakh KM. The same will be used for administrative 
work as an alternative to the breakdown & repair maintenance 
period of other vehicles at power plant. Existing emergency 
vehicle HP 46 -3836 are often engaged for pick-up drop-of guests, 
HOP, and other requirements and at that time there is no vehicle 
to use in an emergency at power plant. 
 
W.r.t the vehicle Maruti Brezza: 
Vehicle procured for Head Office administration works purposes. 
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6. 

ABT Software: 
- Supply of Hardware 
and X Force Software 
- Installation and 
configuration of ABT 
Software System 
 

                    
0.07  

                    
0.02  

 

Presently heavy deviation charges are paid due to non-
maintenance of the time block wise average load within the 
permissible limit as per the latest CERC Regulations. To minimize 
the penalty, a real time measurement mechanism of energy export 
is required which will give the operator the quantum of energy 
generated and will automatically inform the operator for a set 
point change to limit the overall generation within allowed 
deviation limit. The software will measure the actual energy 
generated in each block and compare with scheduled energy and 
provide pop-up/alarms if the scheduled energy is not achieved or 
extra generated. 

7. Laptop 
                    

0.01 
Purchased for New Joined Engineer for performing his daily 
activity and preparation of reports. 

8. 
Software License 
Firewall 

             
0.01 

For digital security guard, monitoring and filtering all incoming 
and outgoing network traffic for a computer or network, blocking 
harmful data. Crucial for protecting systems from unauthorized 
access and threats like malware 

Total 1.94  

With regard to the additional capitalisation incurred for FY 2024-25, the Petitioner submitted 

that it has claimed additional capitalisation under Regulation 22(2) of UERC Tariff Regulations, 

2021. The Petitioner also submitted that the project has been in operation for more than 10 years and 

the above-mentioned capital expenditure has become necessary for efficient operation of the plant. 

It is pertinent to mention that the Commission vide its Tariff Order dated 11.04.2025 had not 

approved any projected additional capitalisation for FY 2024-25, stating that the additional 

capitalisation shall be allowed at the time of truing-up of FY 2024-25 based on the actual expenditure 

incurred and after carrying out prudence check of the same. Further, the Petitioner was also directed 

to submit independent agency report for the capitalisation describing the necessity of the work and 

maintain documentary evidence in the form of geotagged photographs of the site (prior execution of 

work and post execution of work) etc. in support of works to be executed and submit the same to the 

Commission at the time of truing up of respective years. 

The Petitioner submitted Purchase Orders/Work Orders alongwith the report of the 

independent agency, cost benefit analysis and photographs in support of the additional 

capitalisation incurred for FY 2024-25. The Commission has gone through the submissions made by 

the Petitioner and also the findings and suggestions contained in the report submitted by the 

independent agency for the purpose of allowance or otherwise of the additional capitalisation for FY 

2024-25.  
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Asset wise discussion on Additional Capitalisation approved by the Commission for FY 

2024-25 is as follows: 

1. Fabrication & Installation of PGT Sheet including supplies: 

The Petitioner has claimed an amount of Rs. 0.11 Crore towards Fabrication & 

Installation of PGT Sheet including supplies. In this regard, the Commission observed that in 

the tariff Order dated 11.04.2025, while carrying out the true-up for FY 2023-24, the Commission 

had deferred capitalization of an amount of Rs. 0.08 Crore towards supply of Steel items and 

bolt & welding electrodes, as the installation works of the asset for which they were used was 

then pending. The Petitioner has claimed the said amount of Rs. 0.08 Crore, alongwith 

fabrication & installation cost of PGT sheets amounting to Rs. 0.03 Crore, in FY 2024-25 stating 

that the activities pertaining to the said work is completed and the asset is put to use. 

Accordingly, the Commission decides to approve the additional capitalisation of Rs. 0.11 Crore 

towards Fabrication & Installation of PGT Sheet (including supplies), in view of the justification 

provided by the Petitioner that the cladding acts as a shield against moisture, dust, and 

corrosion, preserving the underlying tunnel structure and extending its lifespan. 

2. New Turbine Governor 

With regard to the additional capitalisation pertaining to “New Governor Panel”, the 

Petitioner has submitted that the present governors are Chinese make and facing operational 

problems, thereby affecting the generation due to outages. The old version has no spare 

availability in market, and the services are also very difficult to get from OEM, and for long life 

of governing system and smooth operation it is recommended to replace with new updated 

Indian version. The Petitioner further submitted that the old Governor (M/s DEC China make) 

work in RGMO mode and has no facility to run in FGMO Mode, however, as per the IEGC  

2023 clause 30.10.(d) the generating stations and units thereof with governors shall be under 

Free Governor Mode of Operation. The Petitioner also submitted a report of Technical 

Consultant dated 30.11.2022, whereby the consultant has recommended that as the power plant 

E&M package was supplied by a Chinese OEM, the currently operating Governors are also 

Chinese make. There is no availability of spares of the said Governor and minimal support from 

the OEM. In such conditions, the dependability of the entire power generation at the plant, 

cannot be relied upon on an old Governor system having no spares and minimal technical 

support, and it is highly recommended to replace the existing Chinese make Governors, with 



3. Petitioner’s Submissions, Commission’s Analysis, Scrutiny and Conclusion on Truing up for FY 2024-25 

Uttarakhand Electricity Regulatory Commission         29 

the indigenous make Governors. 

The Petitioner was directed to submit the gross value of the old, replaced Governor 

Panel & Valve Table Assembly along with date of acquisition/put to use, in response to which 

the Petitioner submitted that the Gross Value of the old Governor Panel & Valve Table 

Assembly was Rs. 0.23 Crore and they were put to use on 31.05.2012 and decapitalised on 

24.03.2025. 

Accordingly, based on the justification provided by the Petitioner and report of 

Technical Consultant as submitted by the Petitioner, the Commission considers the additional 

capitalization of Rs. 1.09 Crore towards New Turbine Governor. The Commission has also 

considered de-capitalisation for an amount of Rs. 0.23 Crore towards old and replaced 

Governor Panels & associated equipment. 

3. Early Warning System 

With regard to additional capitalisation pertaining to “Early Warning System”, the 

Petitioner submitted that the same pertains to water level sensor for installation of early 

warning system in the upstream of Budhil dam as per Dam Safety Act 2021.  

The Commission, considering the requirements of the Dam Safety Act, approves an 

additional capitalisation of Rs. 0.01 Crore against the same. 

4. Installation of CCTV Cameras 

The Petitioner submitted that the CCTV cameras have been installed at DAM and 

Power-house location for safety and security of the plant and employees from external threat. 

The Petitioner submitted that the Power Stations are critical infrastructure and protecting them 

ensures a reliable power supply for the public, an invaluable societal benefit. Visible cameras 

act as a powerful deterrent against trespassers, vandalism, and theft of valuable assets and 

machinery. Security footage provides crucial evidence for law enforcement, aiding in 

investigations and potentially leading to faster resolution of incidents and insurance claims. 

Surveillance can encourage better behaviour and accountability among employees, potentially 

boosting productivity. 

The Commission asked the Petitioner to submit the location wise details of CCTV 



Order on True-up for FY 2024-25, APR for FY 2025-26 and ARR FY 2026-27 

30         Uttarakhand Electricity Regulatory Commission 

cameras installed in their plant prior to FY 2024-25, and whether the new installation entails 

replacement of existing asset or not and accounting treatment for the same. In response to the 

same, the Petitioner submitted that earlier CCTV were installed at the following locations: 

i. At Powerhouse: Main Gate, Control Room, Service Bay and MIV Floor. 

ii. At Dam: Main Gate and Dam Top 

The Petitioner further submitted that it decapitalizes the old asset when a new asset is 

purchased in replacement of the retired asset and the gross block and accumulated depreciation 

are shown under deletion. The Petitioner further submitted that, as the project is acquired, 

details of itemized capitalized values required to decapitalize the specific asset are not present 

with the current owners of the company. 

The Commission analysed the submission made by the Petitioner and is of the view 

that CCTV’s definitely aids in ensuring the safety and security of the Plant and have become a 

necessity in today’s time. However, from the submission of the Petitioner, it generally appears 

that location of new CCTV camera coincides with already installed CCTV camera. Moreover, 

considering the number of CCTV camera installed (more than 60), it appears that new CCTV 

installation must have been carried against the old asset, if not fully, then at least partial 

replacement must have been carried out. Moreover, the Petitioner has not clearly stated that 

whether there is any replacement of existing asset or not and has safely stated that as the project 

is acquired, details of itemized capitalized values required to decapitalize the specific asset are 

not present with the current owners of the company. The Commission is of the view that until 

and unless complete details w.r.t the decapitalisation, if any, is submitted by the Petitioner, the 

final view on allowability or otherwise of the cost of CCTV cameras cannot be made, as there is 

no merit in allowing the servicing of capital cost of new assets alongwith decommissioned 

assets, that are no longer being used and still exists in the financial records of the Company. 

Accordingly, the Commission is provisionally disallowing the additional capitalization of Rs. 

0.36 Crore towards installation of CCTV camera, and the Petitioner is at liberty to file its claim, 

alongwith complete details, for consideration of the Commission in the ensuing tariff 

proceedings, and the Commission shall take appropriate view on the same based on prudency.  

5. Vehicle 

The Petitioner has claimed additional capitalisation amounting to Rs. 0.27 Crore under 

the head Vehicles comprising of two vehicles, i.e., Mahindra Bolero (Rs. 0.11 Crore) and Maruti 
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Suzuki Brezza (Rs. 0.16 Crore). 

The Petitioner w.r.t the justification sought for procurement of these vehicles submitted 

that the vehicle Mahindra Bolero was procured as the condition of the existing shift vehicle, 

Bolero HP-46-1959 was not good. Every year, repair and maintenance costs were increasing, 

and the said vehicle purchased in 2017 has been plyed for more than 1.80 Lakh km. The 

Petitioner submitted that the same will be used for administrative work as an alternative to the 

breakdown & repair maintenance period of other vehicles at power plant. Further, the existing 

emergency vehicle HP 46 -3836 are often engaged for pick-up drop-of guests, HOP, and other 

requirements and at that time there is no vehicle to use in an emergency at power plant.  

The Petitioner, further, w.r.t. the justification sought for Maruti Suzuki Brezza vehicle 

being procured and registered in the State of Telangana, submitted that the said vehicle has 

been procured for Head Office administration works purposes. The Commission asked the 

Petitioner to justify as to why the entire cost of this vehicle has been charged towards additional 

capitalization of the Petitioner’s Plant located in H.P. rather than apportioning the cost based on 

the utilization in different business verticals of the Petitioner Company, in response to which 

the Petitioner submitted that the vehicle is purchased to facilitate movement for H.O. 

administration work for the Petitioner’s employees, and, therefore, the same has been included 

in the capital cost of the Petitioner’s Budhil plant and not any other vertical. 

The Commission analysed the Petitioner’s submissions and observed that in FY 2023-24 

the Petitioner had claimed additional capitalisation towards the procurement of three vehicles: 

a Mahindra Bolero, a Mahindra Camper and a 5T Fork Lifter/Mini-bus. The Petitioner has 

again claimed capitalisation towards one more Mahindra Bolero vehicle in FY 2024-25. The 

Commission, based on the justification submitted by the Petitioner and considering the plant’s 

requirements, is allowing additional capitalisation towards the Mahindra Bolero vehicle 

amounting to Rs. 0.11 Crore in FY 2024-25. Further, w.r.t the procurement of Maruti Brezza 

Vehicle, the Commission is unable to comprehend the fact that how the said vehicle procured in 

the State of Telangana and used in the Head Office of the Petitioner Company can exclusively 

be considered towards utilization for the Petitioner’s plant located in Himachal Pradesh. The 

Commission does not find the clarifications and justifications submitted by the Petitioner in this 
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regard to be satisfactory and, therefore, disapproves the capitalization towards the same. 

The Petitioner is however directed to exercise caution and a judicious approach in 

planning future vehicle procurement to avoid wasteful expenditure. The Petitioner is also 

directed to maintain an inventory of its vehicles and submit the same at the time of claiming 

capitalization under the head vehicles, if any, in ensuing tariff filings before the 

Commission. 

The Commission also observed that the Petitioner in its submission stated that an old 

vehicle has been decapitalized. The Commission asked the Petitioner to submit the reason for 

not claiming decapitalization against the same in FY 2024-25, in response to which the Petitioner 

submitted that the said Vehicle was sold in the month of April 2025, and, accordingly, 

decapitalization has been done in in FY 2025-26. The Commission has noted the submission 

made by the Petitioner in this regard. 

6. ABT Software & Supporting Devices: 

The Petitioner submitted that heavy deviation charges are paid due to non-

maintenance of the time block wise average load within the permissible limit as per the latest 

CERC Regulations. To minimize the penalty, a real time measurement mechanism of energy 

export is required which will give the operator the quantum of energy generated and will 

automatically inform the operator for a set point change to limit the overall generation within 

allowed deviation limit. The software will measure the actual energy generated in each block 

and compare with scheduled energy and provide pop-up/alarms if the scheduled energy is not 

achieved or extra generated. 

The Commission analysed the justification submitted by the Petitioner and observed 

that the capitalization towards ABT Software & supporting devices entails automation of tasks 

in the Petitioner’s plant and is required for proper planning, thus helping to maintain the block 

wise average frequency-based load to avoid the losses due to deviation, and managing the plant 

generation. The Commission, accordingly, approves additional capitalization of Rs. 0.09 Crore 

towards the same. 

7. Laptop, Software License Firewall 

The Petitioner submitted that Laptop was purchased for new Joined engineer for 

performing his daily activity and preparation of reports and, accordingly, claimed an amount of 
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Rs. 0.01 Crore towards the same. Further, the Petitioner submitted that the software license of 

firewall is crucial for protecting systems from unauthorized access and threats like malware 

and, accordingly, claimed an additional capitalization of Rs. 0.01 Crore towards the same. 

The Commission, considering that the said expenses are routine business-related 

expenses, approves additional capitalization of Laptop for an amount of Rs. 0.01 Crore and 

software license for Firewall for an amount of Rs. 0.01 Crore respectively. 

8. In addition to the above, the Commission observed that the Petitioner while providing the need 

analysis of the additional capitalization in FY 2024-25 has submitted that an item comprising of 

Satellite Phone (Inmarsat Isat Phone2 Handset Rs. 0.02 Crore and activation and annual 

subscription for Isat Phone Handset Rs. 0.01 Crore) has been charged to R&M expenses. The 

Petitioner also mentioned that as per the requirements of Dam Safety Act, 2021, all the dams 

must establish 24X7 communication system like satellite phone to have effective communication 

during the time of any eventuality/hazard.  

The Petitioner subsequently submitted that the expense was claimed under the head 

R&M expenses as the reliable communication devices ultimately relate to lowering of R&M 

works as the same relates to providing timely information relating to inflow level of the river, 

and in the event of flood, such information would have critical impact on mitigation of the 

eventualities, as is the intent of the Dam Safety Act, 2021, and, therefore, the expense pertains to 

R&M works of the Plant. 

The Commission analysed the submissions made by the Petitioner and is of the view 

that the said expense (including GSPS SIM activation, registration, and subscription charge for 

the first time) is a capital nature item, and, accordingly, approves an amount of Rs. 0.03 Crore 

towards Satellite Phone under additional capitalization in FY 2024-25 instead of R&M 

expenditure as claimed by the Petitioner. 

9. The Petitioner has also claimed a decapitalization towards ‘relay transformers’ for an amount of 

Rs. 0.02 Crore and the Commission has considered the same. 

10. Further, the Commission observed that in case of the additional capitalization claimed by the 

Petitioner under the head New Governor Panel, Early Warning System and CCTV Cameras, the 

items have been procured by the Petitioner from its related Company, i.e. M/s Greenko 
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Energies Pvt. Ltd. The Commission asked the Petitioner to provide the details of procurement 

policy followed in the company for making procurement with the related entity, alongwith copy 

of invoices for procurement made by M/s Greenko Energies on behalf of the Petitioner. In 

response to the same, the Petitioner provided the necessary details. The Commission analysed 

the same and observed that the Board of Directors of the M/s Greenko group, in the Board 

meeting held on 26.06.2024, approved a resolution to enter into related party transactions. 

Further, in the agenda of said resolution, it was mentioned that considering the functions 

performed and risk assumed by M/s GEPL, a mark-up of 10% on cost is considered 

appropriate. In this regard, the Commission, based on the invoices submitted by the Petitioner 

for procurement of items by M/s GEPL on behalf of the Petitioner company, observed that M/s 

GEPL has added a premium of 10% while raising invoices to the Petitioner Company on the 

procurement made on behalf of them. 

In this regard, the Commission is of the view that as the said arrangement is intra 

company arrangement of M/s Greenko group, the consequential impact of the same cannot be 

passed on to the consumers of the State. The Commission has, accordingly, considered the cost 

of the capital assets procured by the Petitioner from M/s GEPL at the same rates at which the 

same have been procured by M/s GEPL from outside vendor without any mark up on such 

cost. Accordingly, the Commission has considered an amount of Rs. 0.99 Crore towards 

capitalization of New Turbine Governor as against the Petitioner’s claim of Rs. 1.09 Crore, as 

discussed above. Similarly, an amount of Rs. 0.010 Crore has been considered towards 

capitalization of Early Warning System as against the Petitioner’s claim of Rs. 0.011 Crore. 

Further, as discussed above, since the Commission has provisionally disallowed the 

capitalization of CCTV camera, therefore, adjustment to the cost of the same, if required, would 

be carried out subsequently. 

The Commission hereby directs the Petitioner to separately provide details of all 

procurement made through M/s GEPL, for both the expenditure of Capital nature and 

expenses related to Operation & Maintenance, including the documents in support of 

procurement made by M/s GEPL on behalf of the Petitioner company, in the Tariff filing of 

the ensuing periods. The Petitioner is further directed to provide the details, alongwith 

supporting documents, of expenses of Operation & Maintenance nature that have been 

invoiced to it through M/s GEPL in the FY 2024-25, for consideration of the Commission, in 

the Tariff Petition for the ensuing year. 
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Based on the above discussions, details of additional capitalisation and decapitalization 

claimed by the Petitioner and that approved by the Commission for FY 2024-25 is as follows: 

Table 3.2 Additional Capitalization & Decapitalization claimed by the Petitioner and 
approved by the Commission for FY 2024-25 (Rs. in Crore) 

S. 
No. 

Description 
Claimed by the 

Petitioner 
Approved by the 

Commission 

1. 
Fabrication & Installation of PGT Sheet & Supply 
of Steel items etc. 

0.11 0.11 

2. New Governor Panel 1.09 0.99 

3. Early Warning System 0.011 0.010 

4. Installation of CCTV Cameras 0.36 0.00 

5. 

Vehicles  

- Mahindra Bolero 0.11 0.11 

- Maruti Brezza 0.16 0.00 

 6. ABT Software 0.09 0.09 

7. Laptop 0.01 0.01 

8.  Software License Firewall 0.01 0.01 

9. Satellite Phone* 0.00 0.04 

Total Additional Capitalization (A) 1.94 1.36 

1. Relay Transformer 0.02 0.02 

2.  Old Governor Panel & Associated Equipments 0.23 0.23 

Total De-capitalization (B) 0.26 0.26 

Net capitalization (A-B) 1.69 1.10 

           *The Petitioner has claimed the same under R&M expenses 

Accordingly, based on the above discussion, the Commission approves the additional 

capitalisation of Rs. 1.36 Crore and de-capitalisation of Rs. 0.26 Crore for the purpose of truing up of 

FY 2024-25 after prudence check. 

Accordingly, the details of the trued-up capital cost for FY 2024-25 are as follows: 

Table 3.3: Approved Gross Fixed Assets for FY 2024-25 (Rs. in Crore) 
S. No. Particular Opening GFA Addition Deduction Closing GFA 

1.  Freehold Land  0.87 0.00 0.00 0.87 

2.  Leasehold Land  7.18 0.00 0.00 7.18 

3.  Buildings  67.03 0.11 0.00 67.14 

4.  Other Civil Works  350.71 0.00 0.00 350.71 

5.  Hydraulic Mechanical Works  50.44 0.00 0.00 50.44 

6.  Plant & Machinery  234.27 1.00 0.26 235.02 

7.  Vehicles  0.48 0.11 0.00 0.59 

8.  Furniture and Fixtures  0.15 0.00 0.00 0.15 

9.  Office Equipment  0.70 0.04 0.00 0.74 

10.  Computers  0.07 0.01 0.00 0.08 

11.  Computer Software  0.03 0.10 0.00 0.13 

  Total 711.94 1.36 0.26 713.05 
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3.4.3 Capital Structure 

Regulation 24 of UERC Tariff Regulations, 2021 specifies as under: 

“24. Debt-Equity Ratio 

(1) For a project declared under commercial operation on or after 1.4.2022, debt-equity ratio shall be 

70:30. Where equity employed is more than 30%, the amount of equity for the purpose of tariff shall be 

limited to 30% and the balance amount shall be considered as normative loan. Where actual equity 

employed is less than 30%, the actual equity would be used for determination of Return on Equity in 

tariff computations.  

... 

... 

(5) Any expenditure incurred or projected to be incurred on or after 1.4.2022 as may be admitted by the 

Commission as additional capital expenditure for determination of tariff, and renovation and 

modernisation expenditure for life extension shall service in the matter specified in Regulation 22 and 

23 of these Regulations. 

(6) In case of Generating Company, Transmission Licensee, Distribution Licensee, or SLDC where 

investments have been made prior to 1.4.2022, Debt: Equity Ratio shall be as approved by the 

Commission in the previous Orders.“ 

The Commission vide its Tariff Order dated 11.04.2025, and subsequently vide Order dated 

13.05.2025, had approved the Debt-Equity Ratio of 70:30 as on 31.03.2024 which has been considered 

by the Petitioner in the present Petition also. Further, as per the submissions of the Petitioner, entire 

capitalisation for FY 2024-25 has been done through equity/internal accruals only. In accordance 

with the aforesaid Regulations, the amount of equity for the purpose of tariff determination has been 

limited to 30% and equity in excess of 30% has been considered as normative loan for the purpose of 

additional capitalisation. Further, with regard to decapitalisation, the Commission has considered 

the same normative Debt-Equity ratio for the purpose of decapitalisation which was approved for 

the year in which the asset was capitalised or the date of CoD, whichever is later.  

Accordingly, based on the above discussion, capital structure as on 01.04.2024 and additional 

capitalisation for FY 2024-25, is as follows: 
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 Table 3.4: Financing for capitalisation 

Particular 

Opening Capital 
structure as on 

01.04.2024 

During FY 2024-25 Closing capital 
structure as on 

31.03.2025 
Capitalisation  De-Capitalisation  

(Rs. in Crore) % (Rs. in Crore) % (Rs. in Crore) % (Rs. in Crore) % 

Debt 498.35 70.00 0.95 70.00 (0.18) 70.00 499.12 70.00 

Equity 213.59 30.00 0.41 30.00 (0.08) 30.00 213.93 30.00 

Total 711.94 100.00 1.36 100.00 (0.26) 100.00 713.05 100.00 

 

3.4.4 Depreciation 

Regulation 28 of the UERC Tariff Regulations, 2021 specifies as follows:  

“28. Depreciation 

(1) The value base for the purpose of depreciation shall be the capital cost of the asset admitted by the 

Commission.  

Provided that depreciation shall not be allowed on assets funded through Consumer Contribution 

and Capital Subsidies/Grants.  

(2) The salvage value of the asset shall be considered as 10% and depreciation shall be allowed up to 

maximum of 90% of the capital cost of the asset. 

... 

(4) Depreciation shall be calculated annually based on Straight Line Method and at rates specified 

in Appendix - II to these Regulations.  

… 

(6) In case of de-capitalisation of assets in respect of generating station or unit thereof or 

distribution licensee or SLDC or transmission system or element thereof, the cumulative 

depreciation shall be adjusted by taking into account the depreciation recovered in tariff by the 

decapitalised asset during its useful service.” 

The Petitioner submitted that the depreciation has been charged at the rates specified by the 

Commission in UERC Tariff Regulations, 2021 for FY 2024-25. The Petitioner has claimed 

depreciation of Rs. 35.97 Crore for FY 2024-25.  

In the present Petition, the Commission has followed the same methodology of allowing 

depreciation as adopted by it in the previous Tariff Orders. Further, as discussed before, the 

Commission has considered the revised capital cost as approved vide Order dated 13.05.2025.  
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Further, for the decapitalised assets, the cumulative depreciation has been adjusted by accounting 

for the depreciation recovered in tariff during its useful service. Accordingly, allowable depreciation 

works out to Rs. 36.16 Crore for FY 2024-25 based on the prevailing UERC Tariff Regulations. 

Details of the depreciation as approved in Tariff Order, claimed by the Petitioner and trued 

up for FY 2024-25 is as follows: 

Table 3.5: Depreciation approved for FY 2024-25 (Rs. in Crore) 

Particular 
Approved in Tariff Order 

dated 28.03.2024 
Claimed Approved 

Depreciation 27.06 35.97 36.16 

 

3.4.5 Interest on Loans  

Regulation 27 of the UERC Tariff Regulations, 2021 specifies as follows: 

27. Interest and finance charges on loan capital and on Security Deposit 

(1) The loans arrived at in the manner indicated in Regulation 24 shall be considered as gross 

normative loan for calculation of interest on loan. 

(2) The normative loan outstanding as on 1.4.2022 shall be worked out by deducting the cumulative 

repayment as admitted by the Commission up to 31.3.2022 from the gross normative loan. 

(3) The repayment for each year of the Control Period shall be deemed to be equal to the depreciation 

allowed for that year. In case of decapitalization of assets, the repayment shall be adjusted by taking 

into account cumulative repayment on a pro rata basis and the adjustment should not exceed 

cumulative depreciation recovered upto the date of decapitalization of such asset. 

... 

(5) The rate of interest shall be the weighted average rate of interest calculated on the basis of the 

actual loan portfolio of the previous year after providing appropriate accounting adjustment for 

interest capitalised: 

Provided that if there is no actual loan for a particular year but normative loan is still outstanding, 

the last available wheighted average rate of interest shall be considered. 

Provided further that if the generating station or the transmission system or the distribution system 

or SLDC, as the case may be, does not have actual loan, then the weighted average rate of interest of 

the generating company or the Transmission Licensee or the Distribution Licensee or SLDC as a 

whole shall be considered. 

 (6) The interest on loan shall be calculated on the normative average loan of the year by applying the 
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weighted average rate of interest. 

 …“ 

The Petitioner submitted that for the purpose of calculation of interest on loan, normative 

debt has been considered as 70% of additional capitalisation and, accordingly, it has claimed interest 

on normative loan of Rs. 8.93 Crore (including Rs. 0.08 Crore finance charges) for FY 2024-25 for the 

purpose of truing up based on the weighted average rate of interest of 9.30% p.a., i.e. interest rate of 

Non-Convertible Debentures.  

The Commission, with regard to decapitalised assets, has adjusted the cumulative repayment 

by considering cumulative normative repayment towards the decapitalised old assets in accordance 

with the provisions of UERC Tariff Regulations, 2021. Accordingly, the Commission approves the 

normative net opening loan of Rs. 116.21 Crore for FY 2024-25. Further, 70% of the net additional 

capitalisation approved for FY 2024-25 has been considered as addition to normative loan which 

works out to Rs. 0.77 Crore and repayment has been considered equivalent to admissible 

depreciation, i.e. Rs. 36.16 Crore. Hence, interest on normative loan works out to Rs. 9.13 Crore in 

accordance with the Regulations considering the interest rate @ 9.30% p.a. and additional 

capitalisation on pro-rata basis in accordance with UERC Tariff Regulations, 2021. 

Further, based on the submission of the Petitioner, an amount of Rs. 0.08 Crore pertaining to 

Bank Charges for FY 2024-25, actually incurred by the Petitioner as per the audited accounts, has 

been allowed by the Commission as a part of the finance cost of FY 2024-25 on actual basis. 

Based on the above, details of the interest claimed and allowed during the truing up for FY 

2024-25 is given in the Table below: 

Table 3.6: Interest on Normative Loan for FY 2024-25 (Rs. in Crore) 

Particular 
Approved in Tariff 

Order dated 28.03.2024 
Claimed by Petitioner Approved 

Interest on Normative Loan 5.87 8.93* 9.21* 

*inclusive of bank charges actually incurred as per audited accounts. 

3.4.6 Return on Equity (RoE) 

Regulation 26 of the UERC Tariff Regulations, 2021 specifies as follows: 

“26. Return on Equity 

(1) Return on equity shall be computed on the equity base determined in accordance with Regulation 



Order on True-up for FY 2024-25, APR for FY 2025-26 and ARR FY 2026-27 

40         Uttarakhand Electricity Regulatory Commission 

24. 

Provided that, Return on Equity shall be allowed on account of allowed equity capital for the assets put 

to use at the commencement of each financial year. 

Provided further that, if the generating stations/licensees are able to demonstrate the actual date of 

asset being put to use and capitalized in its accounts of each asset for the purposes of business carried 

on by it through documentary evidence, including but not limited to ‘asset put to use certificate’, 

‘audited accounts’ etc., then in such cases, after due satisfaction of the Commission, the RoE shall be 

allowed on pro-rata basis after considering additional capitalization done during the year out of the 

equity capital. 

(2) Return on equity shall be computed on at the base rate of 15.50% for thermal generating stations, 

transmission licensee, SLDC and run of the river hydro generating station and at the base rate of 

16.50% for the storage type hydro generating stations and run of river generating station with 

pondage and distribution licensee on a post-tax basis. 

Provided that return on equity in respect of additional capitalization after cut-off date beyond the 

original scope excluding additional capitalization due to Change in Law, shall be computed at the 

weighted average rate of interest on actual loan portfolio of the distribution company or the generating 

station or the transmission system;” 

The Petitioner has claimed the Return on Equity amounting to Rs. 36.30 Crore for FY 2024-25 

after considering actual additional capitalisation during FY 2024-25.  

The Commission has allowed the Return on Equity on the opening equity base at the rate of 

16.50%, after excluding additional capitalization after cut-off date beyond the original scope of work, 

excluding additional capitalization due to change in law in accordance with the first proviso of 

Regulation 26(2) of UERC Tariff Regulations, 2021, and decapitalisation on account of removal of old 

assets. 

The Commission has approved net Equity addition of Rs. 0.41 Crore for FY 2024-25 against 

works that were beyond the original scope of work. Further, equity corresponding to the 

decapitalised old assets, i.e. Rs. 0.08 Crore has been deducted from the base equity. 

As discussed in the preceding paras of this Order, the Commission has approved rate of 

interest on loan capital as 9.30% for FY 2024-25. Accordingly, RoE has been allowed on the addition 

post cut-off date, as discussed above, at the rate of 9.30% in accordance with the first proviso to sub-

regulation (2) of Regulation 26 of UERC Tariff Regulations, 2021 on pro-rata basis after taking into 



3. Petitioner’s Submissions, Commission’s Analysis, Scrutiny and Conclusion on Truing up for FY 2024-25 

Uttarakhand Electricity Regulatory Commission         41 

account the additional capitalization done during the year out of the equity capital. 

Details of the Return on Equity claimed and trued up for FY 2024-25 is as follows: 

 

Table 3.7 : Return on Equity claimed by the Petitioner and approved by the Commission for             
FY 2024-25 (Rs. in Crore) 

Particular 
Approved in Tariff Order 

dated 28.03.2024 
Claimed by 
Petitioner 

Approved after 
truing up 

(A) Equity within cut of date & within Original Scope of Work 

Opening Equity 151.88 213.58 202.57  

Net Addition during the year 0.00 0.00           -0.08  

Closing Equity 151.88 213.58        202.49  

Rate of Return on Equity 16.50% 16.50% 16.50% 

Return on Equity 25.06 35.24 33.42 

(B) Equity beyond cut of date & beyond Original Scope of Work 

Opening Equity 10.17 10.83 11.02 

Net Addition during the year 0.00 0.53 0.41 

Closing Equity 10.17 11.36 11.43 

Rate of Return on Equity 9.30% 9.30% 9.30% 

Return on Equity 0.95 1.06 1.03 

Total RoE (A)+ (B) 26.01 36.30* 34.45 
 

*The Petitioner has inadvertently included the amount of equity beyond original scope of work in the base equity also. 

3.4.7 Operation & Maintenance (O&M) Expenses 

Truing up of O&M Expenses for FY 2024-25 

 With regard to Operation and Maintenance expenses, Regulation 48(2) of the UERC 

 Tariff  Regulations, 2021 specifies as follows: 

“48 Operation and Maintenance Expenses 

... 

(2) For Hydro Generating Stations 

(a)  For Generating Stations in operation for more than five years preceding the Base Year 

The operation and maintenance expenses for the first year of the control period will be approved by 

the Commission taking in to account the actual O&M expenses for last five years till base year, 

based on the audited balance sheets, excluding abnormal operation and maintenance expenses, if 

any, subject to prudence check and any other factors considered appropriate by the Commission. 

(b) For Generating Stations in operation for less than 5 years preceding the base year: 
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In case of the hydro electric generating stations, which have not been in existence for a period of 

five years preceding the base year, i.e. FY 2020-21, the operation and maintenance expenses for the 

base year of FY 2020-21 shall be fixed at 4% and 2.5% of the actual capital cost (excluding cost of 

rehabilitation & resettlement works) as admitted by the Commission, for stations less than 200 

MW projects and for stations more than 200 MW respectively, for the first year of operation and 

shall be escalated from the subsequent year in accordance with the escalation principles specified in 

clause (e) below. 

(c) For Generating Stations declared under commercial operation on or after 1.4.2022. 

… 

(d) Post determination of base O&M Expenses for the base year, i.e. FY 2020-21, the O&M expenses 

for the nth year and also for the year immediately preceding the Control Period, i.e. 2021-22 shall 

be approved based on the formula given below:- 

O&Mn = R&Mn + EMPn + A&Gn 

Where – 

• O&Mn – Operation and Maintenance expenses for the nth year; 

• EMPn – Employee Costs for the nth year; 

• R&Mn – Repair and Maintenance Costs for the nth year; 

• A&Gn – Administrative and General Costs for the nth year; 

The above components shall be computed in the manner specified below: 

EMPn = (EMPn-1) x (1+Gn) x (1+CPIinflation) 

R&Mn = K x (GFA n-1 ) x (1+WPIinflation) and 

A&Gn = (A&Gn-1) x (1+WPIinflation)+ Provision  

Where - 

• EMPn-1 – Employee Costs for the (n-1)th year; 

• A&G n-1  – Administrative and General Costs for the (n-1)th year; 

• Provision: Cost for initiatives or other one-time expenses as proposed by the Generating 

Company and approved by the Commission after prudence check. 

• ‘K’ is a constant to be specified by the Commission %. Value of K for each year of the control 

period shall be determined by the Commission in the MYT Tariff order based on Generating 
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Company’s filing, benchmarking of repair and maintenance expenses, approved repair and 

maintenance expenses vis-à-vis GFA approved by the Commission in past and any other 

factor considered appropriate by the Commission; 

Provided that for the projects whose Renovation and Modernisation has been carried out, the 

R&M expenses for the nth year shall not exceed 4% of the capital cost admitted by the 

Commission. 

• CPIinflation – is the average increase in the Consumer Price Index (CPI) for immediately 

preceding three years; 

• WPIinflation – is the average increase in the Wholesale Price Index (CPI) for immediately 

preceding three years; 

• GFAn-1 – Gross Fixed Asset of the Generating Company for the n-1th year; 

• Gn is a growth factor for the nth year and it can be greater than or less than zero based on the 

actual performance. Value of Gn shall be determined by the Commission in the MYT tariff 

order for meeting the additional manpower requirement based on Generating Company’s 

filings, benchmarking and any other factor that the Commission feels appropriate 

Provided that repair and maintenance expenses determined shall be utilised towards repair 

and maintenance works only. 

Provided that repair and maintenance expenses determined shall be utilised towards repair 

and maintenance works only. 

(e) … 

(f) …” 

 

As per Regulation 48(2)(a) read with Regulation 48(2)(d) of UERC Tariff Regulations, 2021, if 

the hydro generating power plant is in operation for more than five years preceding the base year, 

i.e. FY 2020-21, normative O&M expenses for the first year of the Control Period will be approved by 

the Commission taking into account the actual O&M expenses for the last five years till base year 

based on the formula specified for determination of normative O&M expenses for the fourth Control 

Period. In the present case, the Budhil hydro power plant came under the jurisdiction of this 

Commission from 01.12.2015 and the plant has completed its five years of operation in the 

regulatory regime. Therefore, normative O&M expenses for the said Plant was determined in 
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accordance with the provisions of Regulation 48(2)(d) of UREC Tariff Regulations, 2021 for the 

fourth Control Period, i.e. FY 2022-23 to FY 2024-25. In the subsequent paragraphs of this Order, the 

Commission has carried out the truing up of O&M expenses for FY 2024-25 in accordance with the 

above-mentioned Regulations. 

The submissions of the Petitioner and the Commission’s analysis on the O&M expenses for 

FY 2024-25 is detailed below: 

 

4.4.7.1 Employee expenses 

 The Petitioner submitted that the actual employee costs for FY 2024-25 are Rs. 9.20 Crore. 

Further, the Petitioner vide submission dated 10.02.2026 summitted that key employees’ salary for 

FY 2024-25 is Rs. 3.48 Crore and is charged to Budhil HEP, who are also engaged in other projects of 

Greenko Group. Further, the Petitioner vide submission dated 19.12.2025 submitted that in 

accordance with the provisions of UERC Tariff Regulations, 2021, normative employee expenses 

work out to Rs. 8.18 Crore. 

 The Commission has followed the same methodology as specified in UERC Tariff 

Regulations, 2021 and MYT Order dated 31.03.2022 for the fourth Control Period. The Petitioner has 

considered Gn as nil for FY 2024-25 as there is no increase in number of employees.  

 The Commission has considered the details of employees submitted by the Petitioner and 

observed that there is no growth in the number of employees. Accordingly, the Commission has 

considered Gn as nil. The closing normative gross employee expenses for FY 2023-24 have been 

adjusted for the Gn factor approved for FY 2024-25, i.e. nil and escalated with CPI Inflation of 5.46%. 

The gross employee expenses so arrived have been considered as the approved normative employee 

expenses for FY 2024-25.  

The normative employee expenses approved for FY 2024-25 is as shown in the Table below: 

Table 3.8: Normative Employee expenses approved by the Commission for FY 2024-25 (Rs. Crore) 

Particulars 
Approved in Tariff 

Order dated 28.03.2024 
Claimed Approved 

EMPn-1 8.10 7.76 7.76 

Gn 5.21% 0.00 0.00% 

CPI inflation 5.40% 5.44% 5.46% 

EMPn=(EMPn-1) x (1+Gn)x(1+CPIinflation) 8.98 8.18 8.18 

Capitalisation rate 0.00% 0.00% 0.00% 

Less: Employee expenses capitalised 0.00 0.00 0.00 

Net Employee expenses 8.98 8.18 8.18 
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4.4.7.2 R&M expenses 

The Petitioner submitted that the actual R&M expenses for FY 2024-25 are Rs. 6.53 Crore. The 

Petitioner submitted that the R&M expenses for FY 2024-25 has been proposed as per the UERC 

Tariff Regulations, 2021. The Petitioner has considered the ‘k’ factor of 0.98% for FY 2024-25 as 

approved by the Commission vide Tariff Order dated 31.03.2022 for the fourth Control Period. 

Further, the Petitioner has considered the WPI inflation of 7.22%. Accordingly, the Petitioner has 

claimed the normative R&M expenses of Rs. 7.48 Crore for FY 2024-25 based on the opening GFA as 

on 01.04.2024. 

The Commission has determined the R&M expenses for FY 2024-25 in accordance with 

UERC Tariff Regulations, 2021. As per the provisions of Regulation 48(2)(d) of UERC Tariff 

Regulations, 2021 ‘k’ is a constant to be specified in percentage. As discussed in preceding paras, the 

Commission vide Order dated 13.05.2025 has modified the Capital Cost of the Petitioner as on CoD, 

consequent to which the ‘k’ factor approved for the fourth Control Period from FY 2022-23 to FY 

2024-25 has been redetermined as 0.74%, as against the previously approved ‘k’ factor of 0.98% as 

approved by the Commission vide Tariff Order dated 31.03.2022 for the fourth Control Period. The 

Commission has, accordingly, considered the ‘k’ factor of 0.74%. Further, the Commission has 

considered the WPI inflation of 7.23% which is the average increase in the Wholesale Price Index 

(WPI) for preceding three year of FY 2024-25, and the opening GFA for FY 2024-25 for computing 

the normative R&M expenses for FY 2024-25. 

The normative R&M expenses approved by the Commission for FY 2024-25 is as shown in 

the Table below: 

Table 3.9: Normative R&M expenses approved by the Commission for FY 2024-25 (Rs. Crore) 

Particulars 
Approved in Tariff 

Order dated 28.03.2024 
Claimed Approved 

K 0.98% 0.98% 0.74% 

GFAn-1 540.14 711.93 711.94 

WPI inflation 7.90% 7.22% 7.23% 

R&Mn = K x (GFAn-1) x (1+WPI inflation) 5.73 7.48 5.67 

4.4.7.3 A&G expenses 

The Petitioner submitted that the actual A&G expenses as per audited accounts for FY 2024-
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25 are Rs. 3.09 Crore. The Petitioner submitted that the normative A&G expenses for FY 2024-25 has 

been determined by applying WPI inflation rate on the normative A&G expenses for FY 2023-24. 

The Petitioner submitted that normative A&G expenses works out to Rs. 5.65 Crore for FY 2024-25. 

The Commission has followed the same methodology as specified in the UERC Tariff 

Regulations, 2021 and Tariff Order dated 31.03.2022 for the fourth Control Period from FY 2022-23 to 

FY 2024-25. 

A&Gn for FY 2024-25 has been computed considering WPI inflation indexation of 7.23%. 

Accordingly, normative A&G expenses for FY 2024-25 works out to Rs. 5.56 Crore considering actual 

Petition filing fee amounting to Rs. 0.11 Crore.  

 

The normative A&G expenses approved by the Commission for FY 2024-25 is as shown in 

the Table below: 

Table 3.10: Normative A&G expenses approved by the Commission for  
FY 2024-25 (Rs. Crore) 

Particulars 
Approved in Tariff 

Order 28.03.2024 
Claimed Approved 

A&Gn-1 5.08 5.18 5.08 

WPI inflation 7.90% 7.22% 7.23% 

A&Gn=A&Gn-1 x (1+WPI inflation) 5.48 5.55 5.45 

Capitalisation rate -  -  - 

Capitalised A&G expenses -  -  - 

Net A&G expenses 5.48 5.55 5.45 

Petition filing fee 0.11 0.10 0.11 

Total A&G expenses 5.59 5.65 5.56 

 

4.4.7.4 O&M expenses 

The Normative O&M expenses approved by the Commission for FY 2024-25 is as shown in 

the Table below: 

Table 3.11: Normative O&M expenses approved by the Commission for 
 FY 2024-25 (Rs. Crore) 

Particulars 
Approved in Tariff Order 

dated 28.03.2024 
Claimed Approved 

Employee expenses 8.98 8.18 8.18 

R&M expenses 5.73 7.48 5.67 

A&G expenses 5.59 5.65 5.56 

Total O&M expenses 20.30 21.32 19.41 
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The Commission would like to advise the Petitioner to exercise proper caution and prudence 

while incurring the O&M expenses as the same are controllable in nature. The Petitioner should 

ensure to restrict the actual O&M expenses within the norms allowed by the Commission. 

The Commission carried out the prudence check of the actual O&M expenses incurred by the 

Petitioner for FY 2024-25 in accordance with the UERC Tariff Regulations, 2021. The actual details of 

O&M expenses as per audited accounts for FY 2024-25 are given in the Table below: 

Table 3.12: Actual O&M expenses for FY 2024-25 (Rs. Crore) 

S. No. Particulars Amount 

1.  Employee Expenses 9.20 

2.  Repairs & Maintenance Expenses 6.01 

3.  Administrative & General Expenses 3.61* 

 Total 18.82 

*excluding bank charges 

With regard to admissible O&M expenses for FY 2024-25, the Petitioner has claimed security 

expenses amounting to Rs. 0.52 Crore under R&M expenses, however, the same falls under A&G 

expenses category. The Commission has considered the same under A&G expenses to work out the 

actual O&M expenses for FY 2024-25 as per the audited accounts as summarized in the Table given 

above. 

The Commission, to carryout prudence analysis of the actual O&M expenses of the Petitioner 

for FY 2024-25, analysed the audited annual accounts alongwith the Trial Balance of the Petitioner 

company for FY 2024-25. The observation of the Commission w.r.t. the different head of O&M 

expenses is as follows: 

Employee Expenses: 

The Commission sought justification from the Petitioner for increase in staff welfare expenses 

in FY 2024-25 vis-à-vis FY 2023-24, and based on the submission made by the Petitioner,  observed 

that the main reason for increase in the expenses was on account of reclassification of ‘Medical 

Insurance-Employee’ under the head staff welfare, which was earlier classified by the Petitioner 

under the Insurance expense and claimed under A&G expenses. The Commission has taken note of 

the submission made by the Petitioner. 
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Further, with regards to actual employee expenses for FY 2024-25, the Commission has 

followed the same methodology as followed by the Commission in Tariff Order dated 26.04.2021. 

The relevant extract of the said Order is as follows: 

“The Commission does not find any reason to allocate entire employee cost of aforesaid six employees 

working at the headquarter of the Petitioner when they are involved in other business operations of the 

group company as was evident from their offer letters. In the matter, the Commission is of the view that it 

would be appropriate to apportion the indirect manpower cost deployed at headquarter level on the basis of 

operating capacity handled by Greenko group. Accordingly, the Commission directed the Petitioner to 

submit the manpower cost of the employees deployed at the headquarter level. The Petitioner vide email 

dated 12.04.2021 submitted the requisite details. In the Present Petition, the Commission has reworked the 

employee expenses allowed for FY 2018-19 and allowed the incremental cost on account of apportionment 

of indirect manpower cost deployed at headquarter level alongwith the O&M cost worked out for FY 2019-

20. The actual O&M expenses of the Petitioner after carrying out the prudence check by the Commission 

works out to Rs. 17.03 Crore.”  

The Commission observed that the composition of the key employees reported by the 

Petitioner for FY 2024-25 was in variance with that reported by it in FY 2023-24. In this regard, the 

Commission asked the Petitioner to submit justification for variance, in response to which the 

Petitioner vide its submission dated 16.03.2026 informed that two of their key employees have 

separated from M/s Greenko Budhil in FY 2024-25 and one more key employee has been replaced 

with another person in FY 2024-25. The Commission has taken note of the submissions made by the 

Petitioner and accepts the same. 

 Accordingly, actual employee expenses of Rs. 5.75 Crore for FY 2024-25 has been considered 

by the Commission after taking into consideration proportionate key employees’ salaries allocated 

to Budhil HEP, who are also engaged in other projects of Greenko group, on the basis of operating 

capacity handled by Greenko group. 

Repair & Maintenance Expenses: 

 The Commission observed that under the head ‘Repair & Maintenance to Plant – Others’ an 

amount of Rs. 3.01 Crore had been claimed by the Petitioner towards the protection works at Budhil 

Dam. The Petitioner was asked to submit the detailed breakup of the expenses alongwith the nature 

of works together with documentary evidence in support of the same, technical study and 

Independent Engineers report necessitating such works and details of communication made with 
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UPCL, informing them about the proposed work, in line with the directions issued by the 

Commission. In response to the same, the Petitioner vide its submission dated 16.03.2026 submitted 

that the Commission’s directions only pertains to additional capital expenditure and do not mention 

category of normative expenses, and the said work pertains to assessment of strengthening of Dam 

components. The Petitioner also submitted copies of invoice towards the said works.  

The Commission analysed the submissions made by the Petitioner and observed that the 

Petitioner has wrongly interpreted the directions of the Commission given in the Tariff Order dated 

28.03.2024, wherein the Commission while approving the ARR of the Petitioner’s plant for FY 2024-

25, categorically directed the Petitioner company to give prior information to the licensee before 

incurring any major capital expenditure or any major repair & maintenance in its plant and the 

licensee will be at liberty to physically verify the claims of the Petitioner. The relevant extract of the 

Tariff Order dated 28.03.2024 is reproduced hereunder:  

“Further, the Commission directs the Petitioner to give prior information to the licensee 

before incurring any major capital expenditure or any major repair & maintenance in its 

plant and the licensee will be at liberty to physically verify the claims of the Petitioner so as to avoid 

any dispute in future regarding the claims of the Petitioner. The Petitioner is also directed to maintain 

documentary evidence in the form of photographs of the site (prior execution of work and post 

execution of work) etc. in support of works to be executed and submit the same to the Commission at 

the time of truing up of respective years.” 

[Emphasis Added] 

As can be seen from the above, the Petitioner’s contention that the Commission’s direction 

only pertains to additional capital expenditure is baseless and devoid of merits. Furthermore, on 

examining the documents submitted by the Petitioner in support of the aforesaid claimed 

expenditure, the Commission observed as follows: 

i. In support of the expenditure of Rs. 3.01 Crore, the Petitioner has submitted invoice 

valuing Rs. 2.59 Crore only. 

ii. The invoice submitted has the following heading mentioned on top of it “site 

recommendation sheet”, and another document annexed alongwith has the heading “top 

sheet (H.O.)”. 
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iii. The work order date mentioned in the invoice is 18.04.2024 and the full and final invoice 

has also been raised on the same date, i.e. 18.04.2024. 

iv. As per the work completion certificate submitted by the Petitioner, the work started on 

18.12.2023 and was completed on 10.01.2024. 

v. The Petitioner has issued work order on 18.04.2024 and as per the work completion 

certificate the work got completed on 10.01.2024. 

vi. The copy of work order dated 18.04.2024 submitted by the Petitioner is an unsigned copy 

and has the water mark inscribed on it as “Draft Copy”. 

The Commission, based on the above, is of the view that the documents purported to be 

invoice towards the dam strengthening works do not appear to be proper invoice, rather some 

supporting sheets of the works claimed by the Petitioner. Further, the same date of work order and 

invoice raises serious concern on the fairness of the information submitted before the Commission. 

Moreover, as per the work completion certificate, the works got completed on 10.01.2024, hence, it is 

beyond understanding as to why the work order was issued on 18.04.2024, i.e. post completion of 

the works. Additionally, if the works got completed in FY 2023-24, then why the cost was claimed in 

FY 2024-25. Furthermore, as per the reply given by the Petitioner, the works pertains to assessment 

of strengthening of Dam components, in such a case, if the works are limited to assessment, then the 

Commission is unable to understand why the Petitioner in the documents submitted by it claimed 

the cost towards the completed works, as the invoices purported to be for the said works mentions 

“RA-01& Final”. Also, no technical study and Independent Engineers report was submitted by the 

Petitioner necessitating the works claimed by it.  

The Commission, accordingly, is of the view that the Petitioner has failed to justify the 

claimed expenditure towards dam protection works and disallows the same.  

Further, as discussed in the preceding paras, an amount of Rs. 0.04 Crore towards 

procurement of satellite phone and considered under the R&M expenses by the Petitioner has been 

disallowed as the same pertains to expenses of capex nature and has been allowed under additional 

capitalization for FY 2024-25. Accordingly, in view of the above, the Commission has considered Rs. 

2.97 Crore against actual R&M expenses after prudence check.  
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Administration & General Expenses:  

 The Commission observed that the A&G expenses claimed by the Petitioner are inclusive of 

Rs. 0.03 Crore and Rs. 0.01 Crore pertaining to Donation and CSR respectively as per the audited 

annual accounts for FY 2024-25. With regard to Donations and CSR expenses, the Commission is of 

the view that such expenses are not necessary to be incurred for the successful running of the plant 

but are incurred to meet the statutory requirement under the Companies Act, 2013, out of the profits 

of the Company. As such expenses are to be met out of the profits by the Company, therefore, if the 

same are allowed in the ARR it would indirectly mean that such expenses are being recovered from 

the consumers and are not borne by the Petitioner. Hence, the same is disallowed.  

Further, the Commission observed that the Petitioner claimed an amount of 0.92 Crore under 

A&G expenses towards Software License Fees.  The Commission asked the Petitioner to submit 

necessary information/justification for the expenses incurred, in response to which the Petitioner 

submitted that the said services have been availed from their group Company, M/s GEPL, and are 

in the nature of IT Support Services. The Petitioner submitted that the said services were required 

for sharing of IT Support and Hardware services used in Corporate Office and used by site team as 

well and aided in SCADA monitoring from the Head Office level. The Petitioner submitted that 

these are recurring expenditure and services have commenced from FY 2024-25 onwards.  

The Commission analysed the submissions made by the Petitioner and based on the invoice 

for said services submitted by the Petitioner, observed that three invoices were raised for the said 

service by M/s GEPL on 10.01.2025, 31.01.2025 and 31.03.2025 respectively and while the 

acknowledgement date of first two invoices was same as invoice date, however, the 

acknowledgement date for third invoice dated 31.03.2025 was 08.04.2025. The Commission was 

unable to establish any trend from the data submitted by the Petitioner, as there was no set pattern 

of periodic invoice being raised by M/s GEPL, i.e. the frequency of the invoice was neither monthly, 

bimonthly or quarterly or any other continuous period. Moreover, it is also not clear that the invoice 

dated 31.03.2025 pertains to FY 2024-25 or FY 2025-26 as the acknowledgement date of the same falls 

in FY 2025-26. Furthermore, the Petitioner also failed to submit copy of the work order for 

ascertaining the terms and conditions based on which the works were awarded to M/s GEPL. 

Moreover, the place of delivery of service has been mentioned as Himachal Pradesh in the invoices, 

and in contrast to the same, the Petitioner in its reply has mentioned the same as Hyderabad. The 
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Commission, in the absence of complete and clear information, is constrained to not consider the 

said expense in the truing-up of FY 2024-25 and provisionally disallows the same. However, if the 

Petitioner in the ensuing tariff proceedings is able to justify the reasonableness and prudency of the 

expenditure incurred, the Commission shall take a view on the same based on the prudence 

analysis. 

The Commission further observed that the expenses under the head legal and professional 

charges had increased from Rs. 0.74 crore in FY 2023-24 to Rs. 1.38 Crore in FY 2024-25, and, 

accordingly, asked the Petitioner to submit information/justification for the same. In response to the 

same, the Petitioner submitted that the legal fees are not periodically recurring in nature and is liable 

to change depending on uncontrollable factors like listing of cases filed in different FYs, preference 

of appeals/review and interim applications by contesting parties and remedies pursued by other 

parties. The Petitioner also submitted a summary of cases/matters pending before various courts 

and pleaded in FY 2024-25 and list of professionals alongwith detail of fees paid for the purposes. 

The Commission analysed the submissions made by the Petitioner and observed that few of the 

agencies included in the list of professionals appointed for the purpose do not appear to be of the 

nature and purposes mentioned by the Petitioner, like by their name itself they appear to be 

involved in manufacturing or other works and not directly of such nature which supports 

categorization under the head legal & professionals. The list of such agencies is summarized in the 

Table given below: 

Table 3.13: List of vendors not considered towards Legal and Professional expenses 

Particulars Amount (Rs. Crore) 

Heartline Healthcare Services Priv 0.01 

Indian Red Cross Society Himachal Pradesh 0.003 

Vacuum Plant & Instruments Mfg. Co. L 0.01 

Aswartha Condition Monitoring 0.01 

Virender Dogra Power Projects Pvt. 0.04 

TRU FIL Limited 0.001 

Total 0.07 

The Commission has, therefore, disallowed an amount of Rs. 0.07 Crore towards the Legal 

and Professional expenses. Accordingly, in view of the above, the Commission has considered Rs. 

2.58 Crore against actual A&G expenses after prudence check. 

The O&M expenses have been considered as controllable factor and are subject to sharing of 

gains and losses, and, accordingly, as per UERC Tariff Regulations, 2021, the normative O&M 
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expenses have been compared against the actuals (allowed after prudence check). In view of the 

above, O&M expenses approved after sharing of gain/losses are summarized in the Table given 

below: 

Table 3.14: O&M Expenses Approved After Sharing of Gains and Losses for  
FY 2024-25 (Rs. Crore) 

Particulars 

Actual after 
prudence 

check 

Normative as 
per 

Regulations 

Efficiency 
gain/(loss) 

Generator 
Share 

Rebate in 
Tariff 

O&M 
approved 

after sharing 

A B C=B-A D=2/3xC (E)=1/3xC F= A+D 

O&M Expenses 11.29 19.41 8.12 5.41 2.71 16.70 

3.4.8 Interest on Working Capital 

The Petitioner has claimed normative interest on working capital amounting to Rs. 2.82 

Crore in accordance with the provisions of UERC Tariff Regulations, 2021. It is observed from the 

audited annual accounts for FY 2024-25 that the Petitioner has availed interest free loans from Group 

Company to meet its working capital requirement. With respect to working capital and interest 

thereon, Regulation 33 of the UERC Tariff Regulations, 2021 specifies as under:  

“33. Interest on Working Capital  

Rate of interest on working capital shall be on normative basis and shall be equal to the weighted 

average of ‘one year Marginal Cost of Funds based Lending Rate (MCLR)’ as declared by the State 

Bank of India from time to time for the financial year in which the application for determination of 

tariff is made plus 350 basis points  

(1) Generation:  

...  

b) In case of hydro power generating stations, working capital shall cover:   

(i) Operation and maintenance expenses for one month;  

(ii) Maintenance spares @ 15% of operation and maintenance expenses; and  

(iii) Receivables equivalent to two months of annual fixed charges.  

...” 

4.4.8.1  One Month O&M Expenses 

The Commission has trued up the annual O&M expense for FY 2024-25. Based on the 

approved O&M expenses, one month’s trued up O&M expenses have been worked out for 
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determining the working capital requirement. 

4.4.8.2 Maintenance Spares 

The Commission has considered the maintenance spares in accordance with the prevailing 

UERC Tariff Regulations for FY 2024-25. The Commission has determined the plant wise 

maintenance spares requirement @ 15% of the trued-up O&M Expenses for FY 2024-25. 

4.4.8.3 Receivables 

UERC Tariff Regulations, 2021 envisage receivables equivalent to two months of annual fixed 

charges as an allowable component of working capital. Aggregate Revenue Requirement (ARR) 

includes O&M expenses, depreciation, interest on loan, return on equity and interest on working 

capital. The Commission has considered the receivables for two months based on the trued-up AFC 

for FY 2024-25. 

As regards the interest on working capital, Regulation 33 of UERC Tariff Regulations, 2021 

specifies rate of interest on working capital to be taken equal to the weighted average rate of one-

year MCLR as declared by SBI from time to time for the financial year in which the application for 

determination of tariff is made plus 350 basis points. Accordingly, the Commission has considered 

the prevailing weighted average rate of one year MCLR of State Bank of India (plus 350 basis 

points), i.e. 12.07% for computing the Interest on Working Capital.  

Accordingly, the normative Interest on working Capital for FY 2024-25 as approved by the 

Commission is as shown in the Table below: 

Table 3.15: Interest on working capital approved by the Commission 
for FY 2024-25 (Rs. in Crore) 

Particular 
Approved in Tariff Order 

dated 28.03.2024 
Claimed Approved 

O&M Expenses 1.69 1.78 1.62 

Maintenance spare 3.05 3.20 2.91 

Receivables 13.55 17.56 16.37 

Total 18.29 22.53 20.89 

IWC 2.06 2.82 2.52 
 

Further, the UERC Tariff Regulations, 2021 specify for sharing of gains/losses due to the 

controllable factors and as per Tariff Regulations, variation in working capital requirements is a 

controllable factor. Further, as mentioned above, as the Petitioner has availed interest free loan for 

working capital, actual interest on working capital has been considered nil. Accordingly, entire 

interest on working capital worked out as per Regulations is a gain and the Commission has shared 
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the same in accordance with the provisions of UERC Tariff Regulations, 2021.  

The interest on working capital after sharing the gains is as given in the Table below: 

Table 3.16: Interest on Working Capital for FY 2024-25 after Sharing of Gains (Rs. Crore) 

Particulars 
Actual 

Normative as 
Trued up 

Efficiency 
gain/loss 

Generator 
Share 

Rebate in 
Tariff 

IWC approved 
after sharing 

A B C=B-A D=2/3xC E=1/3xC  F=A+D 

IWC 0.00 2.52 2.52 1.68 0.84 1.68 

3.4.9  Non-Tariff Income 

Regulation 46 of UERC Tariff Regulations, 2021 specifies as follows: 

“46. Non Tariff Income  

The amount of non-tariff income relating to the Generation Business as approved by the Commission 

shall be deducted from the Annual Fixed Charges in determining the Net Annual Fixed Charges of the 

Generating Company.  

Provided that the Generating Company shall submit full details of its forecast of non tariff income to the 

Commission in such form as may be stipulated by the Commission from time to time.  

The indicative list of various heads to be considered for non tariff income shall be as under: 

a) Income from rent of land or buildings;  

b) Income from sale of scrap;   

c) Income from statutory investments;  

d) Interest on delayed or deferred payment on bills;  

e) Interest on advances to suppliers/contractors;   

f) Rental from staff quarters;   

g) Rental from contractors;   

h) Income from hire charges from contactors and others;  

i) Income from advertisements, etc.;  

j) Any other non- tariff income.  

Provided that the interest earned from investments made out of Return on Equity corresponding to the 

regulated business of the Generating Company shall not be included in Non-Tariff Income.” 

The Petitioner has claimed Non-Tariff Income amounting to Nil for FY 2024-25. However, 

the Commission observed that Other Income as per audited accounts for FY 2024-25 is Rs. 4.76 

Crore, pertaining to Interest on deposits & investment in NCD’s, and other non-operating incomes. 
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The Petitioner submitted that interest amounting to Rs. 4.76 Crore as reflected in the 

financial statements of the Petitioner for FY 2024-25 is towards the interest on investments made 

from the retained earnings of the entity. Hence, the non-tariff income on account of investments 

made from the retained earnings may be allowed to be retained by the Petitioner in accordance with 

the provisions of the Tariff Regulations, 2021.  

The Commission analysed the investment details submitted by the Petitioner and RoE 

approved by the Commission for respective years. The Commission observed that the Petitioner had 

claimed that post CoD the capitalization have been funded entirely through internal resources, and 

that it is investing its funds on rolling basis based on surplus funds available with it. Accordingly, 

the Commission worked out the average investment which is less than the average RoE available 

with the Petitioner for FY 2024-25 after adjusting expenditure incurred for procurement of assets and 

payments towards CSR & Donation. Accordingly, the Commission allows the interest on fixed 

deposits made from RoE amounting to Rs. 4.75 Crore to be retained by the Petitioner. Further, the 

interest income claimed by the Petitioner includes an amount of Rs. 0.01 Crore towards other non-

operating income and has been considered by the Commission as NTI for FY 2024-25. 

3.4.10 Aggregate Revenue Requirement for FY 2024-25  

Based on the above analysis, the Commission has worked out the trued-up AFC for FY 2024-

25. The summary of the same is as follows: 

Table 3.17: Annual Fixed Charges for FY 2024-25 approved by the Commission (Rs. in Crore) 
Particulars Tariff Order dated 28.03.2024 Claimed* Allowable 

Depreciation 27.06 35.97       36.16  

Interest on Loan & Financial Cost 5.87 8.93          9.21  

Return on Equity 26.01           36.30        34.45  

O&M Expenses 20.30           21.32        16.70  

Interest on Working Capital 2.06              2.82           1.68  

Less: Non-Tariff Income 0.00 0.00 0.01 

Total 81.30 105.33 98.19 
           *as per submission dated 12.01.2026 

Accordingly, trued-up AFC for FY 2024-25 works out to Rs. 98.19 Crore after sharing of 

gain/loss on account of controllable factors. Recovery of AFC for FY 2024-25 has been envisaged 

through two-part tariff, i.e. through Capacity Charges linked with NAPAF & PAFM and Energy 

Charges linked with generation.  

With regard to the recovery of Capacity Charges for FY 2024-25, the Petitioner submitted that 

actual Plant Availability Factor during FY 2024-25 was 86.51%. The Commission has gone through 
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the provisional Declared Capacity certified by SLDC for FY 2024-25 and observed that the actual 

PAFY works out same as claimed by the Petitioner for the year. Accordingly, the Commission has 

considered the actual PAFY of 86.51% for FY 2024-25 for recovery of Capacity Charges. 

As discussed earlier, trued-up AFC for FY 2024-25 works out to Rs. 98.19 Crore after sharing 

of gain/loss on account of controllable factors against the actual recovered amount of Rs. 81.51 Crore 

by the Petitioner from UPCL under the two-part tariff. The Petitioner has supplied 229.27 MUs 

during FY 2024-25 which is less than the saleable primary energy of 229.83 MUs. Accordingly, based 

on the above discussions, the summary of truing up for FY 2024-25 after considering the actual 

performance achieved in FY 2024-25 is shown in the Table below: 

Table 3.18: Summary of net truing-up for FY 2024-25 
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98.19 49.10 85 86.51 49.97 49.68 229.83 229.27 2.14 48.98 - - - 98.66 81.51 17.15 

Thus, the Commission has computed the net gap in ARR of Rs. 17.15 Crore for FY 2024-25 on 

the account of sharing of gains and losses and considering the actual performance parameters. Based 

on the above, the total amount to be recovered from UPCL by the Petitioner alongwith the carrying 

cost works out to Rs. 21.70 Crore. The Commission directs the Petitioner to claim the deficit 

amount on account of truing up for FY 2024-25 in 10 equal monthly instalments commencing from 

June 2026 to March 2027. 
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4. Petitioner’s Submissions, Commission’s Analysis, Scrutiny and 

Conclusion on APR for FY 2025-26 

4.1 Annual Performance Review 

The Commission, vide its MYT Order dated 11.04.2025, approved the Tariff for the fifth 

Control Period, i.e. FY 2025-26 to FY 2027-28 for the Petitioner’s plant. Subsequently, the present 

Petition has been filed for approval of APR for FY 2025-26. Regulation 12(3) of the UERC Tariff 

Regulations, 2024 stipulates that under the MYT framework, the performance of the generating 

company shall be subject to Annual Performance Review. 

Regulation 12(3) of the UERC Tariff Regulations, 2024 specifies as under: 

“The scope of Annual Performance Review shall be a comparison of the performance of the Applicant with 

the approved forecast of Aggregate Revenue Requirement and expected revenue from tariff and charges and 

shall comprise the following:- 

a) A comparison of the audited performance of the applicant for the previous financial year with the 

approved forecast for such previous financial year and truing up of expenses and revenue subject to 

prudence check including pass through of impact of uncontrollable factors; 

b) Categorisation of variations in performance with reference to approved forecast into factors within 

the control of the applicant (controllable factor) and those caused by factors beyond the control of the 

applicant (un-controllable factors); 

c) Revision of estimates for the ensuing financial year, if required, based on audited financial results for 

the previous financial year; 

d) Computation of sharing of gains and losses on account of controllable factors for the previous 

year.” 

The Commission vide its Tariff Order dated 11.04.2025, had approved the AFC for FY 2025-

26 based on the approved capital cost as on 31.03.2024. Subsequently, as discussed in the preceding 

paras of this Order, the Commission revised the capital cost of the Petitioner’s project as on CoD, 

and to give effect to the said revision, the Commission approved the revised AFC for FY 2025-26 to 
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FY 2027-28 vide Order dated 13.05.2025. The Petitioner, in its present Petition, has proposed 

revision of estimates for FY 2025-26 based on the audited accounts for FY 2024-25 and revised 

estimates for FY 2025-26. Details of the same are as follows: 

Table 4.1: Additional capitalisation claimed for FY 2025-26 

S. 
No. 

Particulars  Rs. in Crore 
Justification of the work carried out /proposed to be 

carried out 

1. 

Supply, Erection, 
Testing, and 
commissioning of 
STOP LOG Gate at 
TRT outfall 

1.00 

To ensure the safety of the Powerhouse, its equipment, and 
personnel in various operational and extreme weather 
scenarios. 

2. 

Supply, Erection, 
Testing and 
commissioning of 
Flood Control Pump in 
the MIV Floor 

0.10 

Considering the past incident of drainage system 
control/starter panels failure due to the increased water 
level and the future safety of the Plant, it is planned and 
proposed to install a flood control pump in the MIV (EL 
1382.46) floor with a capacity of 3500 LPM and 50 HP. 

3. 
Construction of DG 
room for Standby DG 
at PH 

0.08 

To ensure uninterrupted power supply and operational 
reliability, a dedicated DG room is essential. Currently, 
there is no suitable space available to house the spare DG set 
and its associated control panels. 

4. 

Construction of 
Drinking water supply 
scheme for Project 
affected Lahal village 

0.80 

The proposed Lift Water Supply Scheme is a necessary 
investment to fulfil the Petitioner’s social and environmental 
responsibilities. By implementing this solution, the well-
being of the Lahal village community could be ensured and 
positive relations with local stakeholders could be 
maintained. 

5. Shift Vehicle 0.13 

The procurement of a new shift vehicle is a critical 
investment that will ensure the reliable transportation of 
operational staff and the smooth operation of the power 
plant. 

6. 
Installation of STP at 
Power plant 

0.50 - 

7. Computer 0.04 - 

 Total 2.65  

8. 
De-capitalization of 
Old Vehicle 

-0.08 - 

 Net Total  2.57  

In accordance with Regulation 12(3) of the UERC Tariff Regulations, 2024 the scope of annual 

performance review is limited to the revision of the estimates for the ensuing year, if required, based 

on the audited financial results for the previous year and does not provide for the revision of 

estimates for the current year and give effect on this account in the estimates of the ensuing year.  
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With regard to the proposed additional capitalisation for FY 2025-26, the Commission 

observed that, for the proposed capitalization under the head Vehicles, the Petitioner in its 

submission has shown the physical progress against the same as 100% and has mentioned that the 

same has already been procured in FY 2024-25 and capitalized. The Commission does not 

understand rationale for showing the said procurement under the proposed additional 

capitalization for FY 2025-26 and directs the Petitioner to be judicious in submitting the information 

and making claims before the Commission.  

The Commission also observed from the provisional balance sheet submitted by the 

Petitioner for FY 2025-26 (till September, 2025), that only Rs. 0.04 Crore has been shown as 

additional capitalisation till then, as against the total projected additional capitalisation of Rs. 2.65 

Crore for FY 2025-26. Major expenditure against the proposed additional capitalisation claimed for 

FY 2025-26 is yet to be incurred. 

Accordingly, the Commission is of the view that the additional capitalisation shall be 

allowed at the time of truing-up of FY 2025-26 based on the actual expenditure incurred and after 

carrying out prudence check of the same and give effect on this account in the AFC of FY 2027-28. 

Further, the Petitioner is directed to submit independent agency report for the capitalisation 

describing the necessity of the work, and provide proper justification duly substantiated with the 

documentary proofs, during the proceedings for true-up of FY 2025-26. Further, the Petitioner is 

also directed to claim additional capitalisation only when the entire works are completed, and 

asset is put to use The Petitioner is cautioned to keep the additional capitalisation within the ambit 

of the original Project Scope and any capitalisation which is not within the original project scope of 

work or not necessary for smooth operation of the project will be disallowed by the Commission.  

The Commission further directs the Petitioner to give prior information to the licensee, 

including the scheduled date of commencement of works, before incurring any major Capital 

Expenditure or any major Repair & Maintenance in its plant, at least 2 months in advance. The 

licensee will be at liberty to physically verify the claims of the Petitioner, not later than 10 days 

before the scheduled dated of commencement of works as informed by the Petitioner, so as to 

avoid any dispute in future regarding the claims of the Petitioner. The Petitioner is also directed 

to maintain documentary evidence in the form of geotagged photographs of the site (prior to 

execution of work and post execution of the work) etc. in support of works to be executed and 

submit the same to the Commission at the time of truing up of respective years. 
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The Commission would like to further clarify that major Capital Expenditure, or any major 

Repair & Maintenance shall include all the expenditure which are generally non-recurrent in nature 

and cannot be equated with regular nature works in normal parlance. 

The Petitioner has submitted that the proposed additional capitalisation for FY 2025-26 shall 

be financed by way of equity/internal resources. The Commission, as discussed in the preceding 

paras, has not considered any additional capitalisation for FY 2025-26, and, therefore, the actual 

funding shall be considered at the time of truing up of the respective year. 

With regard to O&M expenses for FY 2025-26, Regulation 48(2) of the UERC Tariff 

Regulations, 2024 specifies as follows: 

“48 Operation and Maintenance Expenses 

... 

(2) For Hydro Generating Stations 

 (a) For Generating Stations in operation for more than five years preceding the Base Year 

The operation and maintenance expenses for the first year of the control period will be approved by the 

Commission taking in to account the actual O&M expenses for last five years till base year, based on 

the audited balance sheets, excluding abnormal operation and maintenance expenses, if any, subject to 

prudence check and any other factors considered appropriate by the Commission. 

(b) For Generating Stations in operation for less than 5 years preceding the base year: 

In case of the hydro electric generating stations, which have not been in existence for a period of five 

years preceding the base year, i.e. FY 2023-24, the operation and maintenance expenses for the base 

year of FY 2023-24 shall be fixed at 4% and 2.5% of the actual capital cost (excluding cost of 

rehabilitation & resettlement works) as admitted by the Commission, for stations less than 200 MW 

projects and for stations more than 200 MW respectively, for the first year of operation and shall be 

escalated from the subsequent year in accordance with the escalation principles specified in clause (e) 

below. 

(c) For Generating Stations declared under commercial operation on or after 1.4.2025. 

… 

(d) Post determination of base O&M Expenses for the base year, i.e. FY 2023-24, the O&M expenses for 
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the nth year and also for the year immediately preceding the Control Period, i.e. 2024-25 shall be 

approved based on the formula given below:- 

  O&Mn = R&Mn + EMPn + A&Gn 

Where – 

• O&Mn – Operation and Maintenance expenses for the nth year; 

• EMPn – Employee Costs for the nth year; 

• R&Mn – Repair and Maintenance Costs for the nth year; 

• A&Gn – Administrative and General Costs for the nth year; 

The above components shall be computed in the manner specified below: 

   EMPn = (EMPn-1) x (1+Gn) x (1+CPIinflation) 

   R&Mn = K x (GFA n-1 ) x (1+WPIinflation) and 

   A&Gn = (A&Gn-1) x (1+WPIinflation)+ Provision  

Where - 

• EMPn-1 – Employee Costs for the (n-1)th year; 

• A&G n-1  – Administrative and General Costs for the (n-1)th year; 

• Provision: Cost for initiatives or other one-time expenses as proposed by the Generating 

 Company and approved by the Commission after prudence check. 

• ‘K’ is a constant to be specified by the Commission %. Value of K for each year of the 

 control period shall be determined by the Commission in the MYT Tariff order based on 

 Generating Company’s filing, benchmarking of repair and maintenance expenses, 

 approved repair and maintenance expenses vis-à-vis GFA approved by the Commission in 

 past and any other factor considered appropriate by the Commission; 

Provided that for the projects whose Renovation and Modernisation has been carried out, 

the R&M expenses for the nth year and the year following the Financial Year in which the 

RMU works were completed shall not exceed 4% of the capital cost admitted by the 

Commission, and the said limit of 4% shall be escalated for subsequent years to arrive at 

the R&M expenses for the Control Period by applying the average increase in WPI for 

immediately preceding three years. 

• CPIinflation – is the average increase in the Consumer Price Index (CPI) for immediately 
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preceding three years; 

• WPIinflation – is the average increase in the Wholesale Price Index (WPI) for immediately 

preceding three years; 

• GFAn-1 – Gross Fixed Asset of the Generating Company for the n-1th year; 

• Gn is a growth factor for the nth year and it can be greater than or less than zero based on 

the actual performance. Value of Gn shall be determined by the Commission in the MYT tariff 

order for meeting the additional manpower requirement based on Generating Company’s 

filings, benchmarking and any other factor that the Commission feels appropriate 

Provided that repair and maintenance expenses determined shall be utilised towards repair 

and maintenance works only. 

Provided that repair and maintenance expenses determined shall be utilised towards repair 

and maintenance works only. 

(e) … 

(f) …” 

As per Regulation 48(2)(a) read with Regulation 48(2)(d) of UERC Tariff Regulations, 2024, if 

the hydro generating power plant is in operation for more than five years preceding the base year, 

i.e. FY 2023-24, normative O&M expenses for the first year of the control period will be approved by 

the Commission taking into account the actual O&M expenses for last five years till base year based 

on the formula specified for determination of normative O&M expenses for the fourth Control 

Period. In the present case, the Budhil hydro power plant came under the jurisdiction of this 

Commission from 01.12.2015 and the plant has completed its five years of operation in the 

regulatory regime. Therefore, normative O&M expenses for the said Plant has been determined in 

accordance with the provisions of Regulation 48(2)(d) of UERC Tariff Regulations, 2024 for FY 2025-

26. 

Further, the Commission in the Tariff Order dated 11.04.2025 directed the Petitioner as 

follows:  

“With regard to computation of actual auxiliary consumption, the Petitioner is directed to maintain a 

proper log of gross generation alongwith geotagged photographs of the gross meter on monthly basis 
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and submit the same before the Commission alongwith ARR Petition for subsequent years.” 

The Commission during the current proceedings sought compliance on the same from the 

Petitioner for FY 2025-26, in response to which the Petitioner vide its letter dated 16.03.2026 

submitted the following for consideration of the Commission:  

i. The Petitioner submitted that the ABT energy meter for recording the gross energy 

generation has been installed by Power Grid Corporation of India Limited (PGCIL). 

Further, PGCIL has also provided the CMRI and Vinplus software for downloading the 

meter data on a weekly basis. 

ii. The Petitioner submitted that the energy meter reading is taken using the CMRI device, 

and the data file is subsequently downloaded from the CMRI to a computer using the 

Vinplus Software. The data file generated in ‘.dat’ format is then submitted to NRLDC and 

UPCL for billing purposes.  

iii. The Petitioner submitted that, it is not possible to take a photograph of the energy meter 

reading and neither would such photographs be reflective of the gross generation. 

iv. The Petitioner further submitted that this ABT Energy Meter does not work in the same 

manner as a Joint Meter Reading wherein consumer and generator can verify through 

physical meters. Moreover, this data is prepared by PGCIL and has been consistently 

accepted by UPCL and NRLDC at all stages and there can be no objection on the veracity 

and appropriateness of such data to evince the computation of auxiliary consumption. 

The Commission analysed the submission made by the Petitioner in this regard and is 

surprised to note that the difficulty in compliance of the aforesaid directive of the Commission was 

never raised by the Petitioner before the Commission in the past, i.e. entire FY 2025-26. Had the 

Petitioner been facing such difficulty, it should have come upfront for appropriate resolution before 

the Commission, rather than waiting for the Commission to seek compliance and then raise the 

concern with respect to the difficulty faced. The Commission expresses its displeasure over such a 

callous approach of the Petitioner and cautions it to be vigilant in complying with the directives of 

the Commission in future.  

Further, considering the concern raised by the Petitioner, the Commission directs the 

Petitioner to raise this issue separately before the Commission and the Commission shall take 

appropriate view on the same after taking into consideration the inputs/comments of the discom 
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and the Petitioner in the matter, and till that time the directive issued by the Commission remains 

unaltered and the Petitioner is directed to ensure compliance of the same. 
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5. Petitioner’s Submissions, Commission’s Analysis, Scrutiny and 

Conclusion on ARR for FY 2026-27 

5.1 Physical Parameters 

5.1.1 NAPAF 

Regulation 47(1)(b) of UERC Tariff Regulations, 2024 specifies as under: 

“(b) For existing hydro generating stations: 

The trajectory for NAPAF fixed by the Commission in case of existing hydro generating stations, in the 

preceding Control Period would continue to be applicable. However, the NAPAF of the stations 

undergone RMU would be adjusted accordingly, considering the impact of RMU.” 

The Commission is of the view that the NAPAF of 85% approved for the fifth Control Period 

in the Tariff Order dated 11.04.2025 shall continue to be applicable for FY 2026-27 without any 

change.  

5.1.2 Design Energy, Auxiliary Energy Consumption and Saleable Primary Energy 

The Commission vide its Tariff Order dated 11.04.2025 had approved the design energy for 

the fifth Control Period from FY 2025-26 to FY 2027-28, which was subsequently revised vide Order 

dated 13.05.2025 as discussed in preceding paras. The Commission has approved the saleable 

primary energy of 227.14 Mus for FY 2025-26 vide Order dated 13.05.2025 considering the revised 

Design Energy of 280.90 MUs, Auxiliary consumption percentage of 1.20%, free power to Home 

State of 18% and tie line losses of 0.19%. 

The Commission in the MYT Regulations, 2024 revised the Auxiliary consumption 

percentage for Underground hydro generating station having installed capacity upto 200 MW with 

static excitation system, from the existing 1.20% to 1.30% from FY 2025-26 onwards. Accordingly, the 

Commission has considered the saleable primary energy as 226.91 MUs for FY 2026-27 considering 

the Auxiliary consumption percentage as 1.30%.  

With regard to computation of actual auxiliary consumption, the Petitioner is directed to 

maintain a proper log of gross generation alongwith geotagged photographs of the gross meter on 
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monthly basis and submit the same before the Commission alongwith ARR Petition for 

subsequent years. 

5.2 Financial Parameters 

5.2.1 Opening GFA and Additional Capitalisation for FY 2026-27 

The Petitioner has claimed the additional capitalization amounting to Rs. 3.95 Crore for FY 

2026-27. Details of proposed additional capitalization for FY 2026-27 as submitted by the Petitioner is 

as follows: 

Table 5.1: Proposed Additional Capitalisation for FY 2026-27 

S. 
No. 

Particulars 
Amount 

(Rs. Crore) 
Justification 

 Plant & Machinery 

1. 
DILO SF6 Gas Analyser 
Dew Point Purity in SF6 
Breaker & GIS 

0.25 

The Budhil Power Plant, commissioned in 2012, utilizes 
220 kV Gas Insulated Switchgear (GIS) technology. GIS 
systems rely on Sulphur Hexafluoride (SF6) gas for 
insulation and arc quenching. To ensure the optimal 
performance and longevity of the GIS, regular monitoring 
and analysis of the SF6 gas quality is crucial. 

2. 
Spare Crown Seal (Top 
Labyrinth seal) of 35 MW 
Francis Turbine 

0.30 

The 35 MW Francis Turbine at the plant is of Chinese 
origin. While the turbine has been operational for several 
years, it is crucial to maintain a sufficient inventory of 
spare parts to ensure its continued reliability and 
minimize downtime. 

3. 
Spare Band Seal (Bottom 
Labyrinth seal) of 35 MW 
Francis Turbine 

0.30 

No Spare Band seal (Bottom Labyrinth Seal) of Francis 
Turbine of 35 MW is available at the site. Since the said 
Turbine is of Chinese make, it is required to be fabricated 
in India by local vendors. 

Civil works & Hydro Mechanical works 

4. 
Protection Wall for 
Firefighting water tank of 
1.5 Lakh litre capacity 

0.10 

The 1.5 lakh-litre firefighting water tank is a critical 
component of the plant's safety infrastructure. The 
approach road to the powerhouse is constructed by 
cutting the hill just below the firefighting system Tank. Its 
strategic location on a hillside, while advantageous for 
gravity-fed water supply, exposes it to potential risks 
from natural elements like rain and snowfall. 

5. 
Comprehensive dam safety 
evaluation as per Dam 
Safety Act, 2021 

1.00 

The Dam Safety Act 2021 mandates comprehensive dam 
safety evaluations to ensure the structural integrity and 
operational safety of dams. This legislation aims to 
prevent dam failures and associated risks to human life 
and property. 
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Table 5.1: Proposed Additional Capitalisation for FY 2026-27 

S. 
No. 

Particulars 
Amount 

(Rs. Crore) 
Justification 

6. 

Construction of a control 
room with an approach 
road at the right bank of the 
Budhil Dam at Thalla 

2.00 

The Budhil Dam, commissioned in 2012, has been 
operational for several years. The existing control room, 
located on the top of the dam, has become susceptible to 
potential risks due to recent flood events and other 
unforeseen circumstances. 

  Total for FY 2026-27 3.95  

In the matter, in line with the approach adopted by the Commission in earlier Tariff Orders 

and also as discussed while dealing with the APR of 2025-26, the Commission has decided to 

consider the additional capitalisation at the time of truing up of the respective year based on the 

audited accounts and as per prevailing Regulations as amended from time to time. Accordingly, 

proposed additional capitalization for FY 2026-27 has been considered as nil, however, the same 

shall be reviewed at the time of truing up. 

Further, the Petitioner is directed to claim additional capitalisation against only those 

works/assets which has been put under utilisation. The Commission once again directs the 

Petitioner to give prior information to the licensee, including the scheduled date of 

commencement of works, before incurring any major Capital Expenditure or any major Repair & 

Maintenance in its plant, at least 2 months in advance. The licensee will be at liberty to physically 

verify the claims of the Petitioner, not later than 10 days before the scheduled dated of 

commencement of works as informed by the Petitioner, so as to avoid any dispute in future 

regarding the claims of the Petitioner. The Petitioner is also directed to maintain documentary 

evidence in the form of geotagged photographs of the site (prior to execution of work and post 

execution of the work) etc. in support of works to be executed and submit the same to the 

Commission at the time of truing up of respective years. 

The Commission would like to further clarify that major Capital Expenditure, or any major 

Repair & Maintenance shall include all the expenditure which are generally non-recurrent in nature 

and cannot be equated with regular nature works in normal parlance. 

Further, as discussed earlier in this Order, the Commission shall approve the additional 

capitalisation on actual basis for FY 2025-26 and FY 2026-27 at the time of truing of respective year, 

and therefore, the GFA approved as on 31.03.2025, i.e. Rs. 713.05 Crore has been considered as 

opening and closing GFA for FY 2026-27. Further, the same shall be reviewed at the time of truing 
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up of the respective financial year based on the audited annual accounts. 

5.2.2 Capital Structure 

The Petitioner submitted that the capital expenditure to be incurred in FY 2026-27 is to be 

financed by equity/internal sources. As mentioned above, the Commission has not considered the 

additional capitalisation for the FY 2026-27. However, based on the actual admissible additional 

capitalization and actual financing, truing up will be done for the purpose of determination of Tariff. 

5.2.3 Depreciation 

Regulation 28 of the UERC Tariff Regulations, 2024 specifies as follows:  

“28. Depreciation 

(1) The value base for the purpose of depreciation shall be the capital cost of the asset admitted by the 

Commission.  

Provided that depreciation shall not be allowed on assets funded through Consumer Contribution 

and Capital Subsidies/Grants.  

(2) The salvage value of the asset shall be considered as 10% and depreciation shall be allowed up to 

maximum of 90% of the capital cost of the asset. 

... 

(1) Depreciation shall be calculated annually based on Straight Line Method and at rates specified in 

Appendix - II to these Regulations. 

Provided that, the remaining depreciable value as on 31st March of the year closing after a period 

of 12 years from the date of commercial operation shall be spread over the balance useful life of the 

assets. 

 … 

(2) In case of de-capitalization of assets in respect of generating station or unit thereof or distribution 

licensee or SLDC or transmission system or element thereof, the cumulative depreciation shall be 

adjusted by taking into account the depreciation recovered in tariff by the decapitalized asset 

during its useful services.  

(3) Land other than the land held under lease and the land for reservoir in case of hydro 

generating station shall not be a depreciable asset and its cost shall be excluded from the 
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capital cost while computing depreciable value of the asset. 

(4) Depreciation shall be calculated annually based on Straight Line Method and at rates 

specified in Appendix - II to these Regulations. 

Provided that, the remaining depreciable value as on 31st March of the year closing after a 

period of 12 years from the date of commercial operation shall be spread over the balance 

useful life of the assets. 

…” 

In the Petition, the Petitioner has claimed depreciation amounting to Rs. 8.94 Crore for FY 

2026-27.  

It is pertinent to mention that first proviso of Regulation 28(4) of UERC Tariff Regulations, 

2024 specifies that remaining depreciable value as on 31st March of the year closing after a period of 

12 years from the date of commercial operation shall be spread over the balance useful life of the 

asset.  

With regard to useful life of the generating station, Regulation 3(81) of UERC Tariff 

Regulations, 2024 specifies as follows: 

“(81) “Useful life” in relation to a unit of a generating station and transmission/distribution system 

from the COD shall mean the following, namely:-  

a) Hydro generating station – 40 years 

b) xxx 

c) xxx 

… 

Provided further that the extension of life of the projects beyond the completion of their useful 

life shall be decided by the Commission;” 

In the present case, Budhil HEP was put under commercial Operation as on 30.05.2012 and, 

accordingly, 12 years of operational/useful life has completed on 29.05.2024. In accordance with 

aforesaid proviso, remaining depreciable value as on 31.03.2025 shall be spread over the balance 

useful life, i.e. 28 years, of the asset from FY 2025-26 and onwards. 

As mentioned earlier, the Commission has not considered the proposed additional 
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capitalisation for FY 2026-27, and the same, if any, shall be approved at the time of truing up of the 

respective financial year after prudence check. Accordingly, the Commission has spread the 

remaining depreciable value over the remaining useful life of the project from FY 2025-26 and 

onwards. Further, the remaining depreciable value has been determined by deducting total 

depreciation allowed till 31.03.2025 from the depreciable value for FY 2025-26 (i.e. 90% of the GFA 

excluding freehold land). Details of the depreciation claimed by the Petitioner and approved by the 

Commission for FY 2026-27 is as follows: 

Table 5.2: Depreciation for FY 2026-27 (Rs. in Crore) 

Particulars 
Approved in Order dt. 

13.05.2025 
Claimed Approved 

Depreciation 8.23 8.94 8.27 

 

5.2.4 Return on Equity 

Regulation 26 of the UERC Tariff Regulations, 2024 specifies as follows: 

“26. Return on Equity 

(1) Return on equity shall be computed on the equity base determined in accordance with Regulation 

24. 

Provided that, Return on Equity shall be allowed on account of allowed equity capital for the assets 

put to use at the commencement of each financial year. 

Provided further that, if the generating stations/licensees are able to demonstrate the actual date of 

asset being put to use and capitalized in its accounts of each asset for the purposes of business carried 

on by it through documentary evidence, including but not limited to ‘asset put to use certificate’, 

‘audited accounts’ etc., then in such cases, after due satisfaction of the Commission, the RoE shall be 

allowed on pro-rata basis after considering additional capitalization done during the year out of the 

equity capital.  

(2) Return on equity shall be computed on at the base rate of 15.50% for thermal generating stations, 

transmission licensee, SLDC and run of the river hydro generating station and at the base rate of 

16.50% for the storage type hydro generating stations and run of river generating station with 

pondage and distribution licensee on a post-tax basis. 

Provided that return on equity in respect of additional capitalization after 01.04.2025 beyond the 

original scope of work excluding additional capitalization due to Change in Law, shall be computed at 
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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%; 

...” 

The Petitioner has claimed return on equity of Rs. 36.48 Crore for FY 2026-27 in accordance 

with the provisions of UERC Tariff Regulations, 2021 instead of UERC Tariff Regulations, 2024 for 

FY 2026-27.  

As discussed earlier, the additional capitalisation will be approved based on the actual 

expenditure at the time of truing up of the respective year. Accordingly, the Commission has 

worked out the Return on Equity based on the opening equity of the respective financial year, i.e. FY 

2026-27, in accordance with the provisions of the UERC Tariff Regulations, 2024. Further, the proviso 

to the Regulations provides that if the generating station is able to demonstrate the actual date of 

asset being put to use and capitalised in its accounts of each asset for the purpose of business carried 

on by it through documentary evidence, then RoE shall be allowed on pro-rata basis considering 

additional capitalization done during the year. The same shall be reviewed at the time of truing up 

of the respective year based on the actual data available before the Commission. Details of the 

Return on Equity claimed and approved is as follows: 

Table 5.3: Return on Equity for FY 2026-27 (Rs. in Crore) 

Particulars 
Approved in Order 

dt. 13.05.2025 
Claimed Approved 

Return on Equity 35.24 36.48 35.30 

5.2.5 Interest on Loans 

Regulation 27 of the UERC Tariff Regulations, 2024 specifies as follows: 

“27. Interest and finance charges on loan capital and on Security Deposit 

(1) The loans arrived at in the manner indicated in Regulation 24 shall be considered as gross 

normative loan for calculation of interest on loan. 

(2) The normative loan outstanding as on 1.4.2025 shall be worked out by deducting the cumulative 

repayment as admitted by the Commission up to 31.3.2025 from the gross normative loan. 

(3) The repayment for each year of the Control Period shall be deemed to be equal to the depreciation 

allowed for that year. In case of decapitalization of assets, the repayment shall be adjusted by taking 

into account cumulative repayment on a pro rata basis and the adjustment should not exceed 
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cumulative depreciation recovered upto the date of decapitalization of such asset. 

... 

(5) The rate of interest shall be the weighted average rate of interest calculated on the basis of the 

actual loan portfolio of the previous year after providing appropriate accounting adjustment for 

interest capitalised: 

Provided that if there is no actual loan for a particular year but normative loan is still outstanding, 

the last available weighted average rate of interest shall be considered. 

Provided further that if the generating station or the transmission system or the distribution system 

or SLDC, as the case may be, does not have actual loan, then the weighted average rate of interest of 

the generating company or the Transmission Licensee or the Distribution Licensee or SLDC as a 

whole shall be considered. 

(6) The interest on loan shall be calculated on the normative average loan of the year by applying the 

weighted average rate of interest. 

Provided that on account of additional capitalization during the year, interest on additional loan 

shall be calculated on pro-rata basis. 

…“ 

The Petitioner has claimed interest on normative loan of Rs. 6.37 Crore for FY 2026-27 

considering the normative debt equivalent to 70% of the proposed additional capitalisation for the 

respective year, i.e. FY 2026-27. Further, repayment has been considered equivalent to depreciation 

claimed by the Petitioner in the Petition, i.e. Rs. 8.94 Crore. The Petitioner has considered the interest 

rate of 9.30% p.a. of the non-convertible debentures.  

The Commission has considered the closing net normative loan of Rs. 80.97 Crore for FY 

2024-25 as opening normative loan for FY 2025-26 and depreciation of Rs. 8.27 Crore approved for FY 

2025-26 as repayment of normative loan as per applicable UERC Tariff Regulations, 2024. The 

Commission has also adjusted the cumulative repayment for the assets de-capitalized in FY 2024-25. 

Accordingly, opening normative loan for FY 2026-27 works out to Rs. 72.70 Crore. Repayment of loan 

has been considered equivalent to the approved depreciation of FY 2026-27 in accordance with the 

provisions of UERC Tariff Regulations 2024. Further, rate of interest of Nov-Convertible Debentures, 

i.e. 9.30% p.a. has been considered for the purpose of computation of interest on normative loan. 
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Accordingly, the Commission approves interest on loan of Rs. 6.38 Crore, for FY 2026-27. Details of 

the interest claimed and allowed for FY 2026-27 is given in the Table below: 

Table 5.4:  Interest on Loan for FY 2026-27 (Rs. Crore) 

Particulars 
Approved in Order dt. 

13.05.2025 
Claimed Approved 

Normative Interest                   6.30              6.37              6.38  

5.2.6 Operation and Maintenance expenses 

With regard to Operation and Maintenance expenses, Regulation 48(2) of the UERC Tariff 

Regulations, 2024 specifies as follows: 

“48 Operation and Maintenance Expenses 

... 

(2) For Hydro Generating Stations 

(a)  For Generating Stations in operation for more than five years preceding the Base 

Year 

The operation and maintenance expenses for the first year of the Control Period will be 

approved by the Commission taking in to account the actual O&M expenses for last five years 

till base year, based on the audited balance sheets, excluding abnormal operation and 

maintenance expenses, if any, subject to prudence check and any other factors considered 

appropriate by the Commission. 

(b) For Generating Stations in operation for less than 5 years preceding the base year: 

… 

(c) For Generating Stations declared under commercial operation on or after 1.4.2025. 

… 

(d) Post determination of base O&M Expenses for the base year, i.e. FY 2023-24, the O&M 

expenses for the nth year and also for the year immediately preceding the Control Period, i.e. 

2024-25 shall be approved based on the formula given below:- 

O&Mn = R&Mn + EMPn + A&Gn 

Where – 

• O&Mn – Operation and Maintenance expenses for the nth year; 

• EMPn – Employee Costs for the nth year; 
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• R&Mn – Repair and Maintenance Costs for the nth year; 

• A&Gn – Administrative and General Costs for the nth year; 

The above components shall be computed in the manner specified below: 

EMPn = (EMPn-1) x (1+Gn) x (1+CPIinflation) 

R&Mn = K x (GFA n-1 ) x (1+WPIinflation) and 

A&Gn = (A&Gn-1) x (1+WPIinflation)+ Provision  

Where - 

• EMPn-1 – Employee Costs for the (n-1)th year; 

• A&G n-1  – Administrative and General Costs for the (n-1)th year; 

• Provision: Cost for initiatives or other one-time expenses as proposed by the Generating 

Company and approved by the Commission after prudence check. 

• ‘K’ is a constant to be specified by the Commission %. Value of K for each year of the 

control period shall be determined by the Commission in the MYT Tariff order based on 

Generating Company’s filing, benchmarking of repair and maintenance expenses, 

approved repair and maintenance expenses vis-à-vis GFA approved by the Commission in 

past and any other factor considered appropriate by the Commission; 

Provided that for the projects whose Renovation and Modernisation has been carried out, 

the R&M expenses for the nth year shall not exceed 4% of the capital cost admitted by the 

Commission. 

• CPIinflation – is the average increase in the Consumer Price Index (CPI) for immediately 

preceding three years; 

• WPIinflation – is the average increase in the Wholesale Price Index (CPI) for immediately 

preceding three years; 

• GFAn-1 – Gross Fixed Asset of the Generating Company for the n-1th year; 

• Gn is a growth factor for the nth year and it can be greater than or less than zero based on 

the actual performance. Value of Gn shall be determined by the Commission in the MYT 

tariff order for meeting the additional manpower requirement based on Generating 
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Company’s filings, benchmarking and any other factor that the Commission feels 

appropriate 

Provided that repair and maintenance expenses determined shall be utilised towards 

repair and maintenance works only. 

Provided that repair and maintenance expenses determined shall be utilised towards 

repair and maintenance works only. 

(e) … 

(f) …” 

The O&M expenses include Employee expenses, R&M expenses and A&G expenses. In 

accordance with Regulation 48(d) of the UERC Tariff Regulations, 2024, the O&M expenses for the 

first year of the Control Period shall be determined by the Commission considering actual O&M 

expenses of the previous years and any other factors considered appropriate by the Commission. The 

submissions of the Petitioner and the Commission’s analysis on the O&M expenses for FY 2026-27 is 

detailed below: 

5.2.6.1 Employee expenses 

The Petitioner submitted that the proposed employee expenses for FY 2026-27 are Rs. 10.03 

Crore. The Commission has followed the same methodology as specified in UERC Tariff 

Regulations, 2024 and MYT Order Dated 11.04.2025 for the fifth Control Period. 

The Commission has considered the details of employees submitted by the Petitioner and 

observed that proposed number of employees is expected to increase from 87 to 89 during FY 2026-

27. Accordingly, Gn factor works out to 2.30%, which has been considered by the Commission. The 

opening gross employee expenses for FY 2025-26 have been adjusted for the Gn factor, based on the 

increase in no. of employees in FY 2025-26, which is nil, and the same has been escalated with CPI 

Inflation to work out the gross opening employee expenses for FY 2026-27. The gross employee 

expenses so arrived has been escalated with the Gn factor approved for FY 2026-27 and the CPI 

inflation of 3.75% for FY 2026-27 in accordance with the Regulation 48(2) of the MYT Regulations, 

2024. 

The Commission shall consider the actual Gn and capitalisation rate for FY 2025-26 and FY 

2026-27 at the time of truing up of respective year. The normative employee expenses approved for 
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FY 2026-27 is as shown in the Table below: 

Table 5.5: Employee expenses approved by the Commission for FY 2026-27 (Rs. Crore) 

Particulars 
Approved in Order 

dated 13.05.2025 
Claimed Approved 

EMPn-1  

 

7.55 

Gn 2.30% 

CPI inflation 3.75% 

EMPn=(EMPn-1) x (1+Gn)x(1+CPIinflation) 8.02 

Capitalisation rate 0.00% 

Less: Employee expenses capitalised 0.00 

Net Employee expenses 8.82 10.03 8.02 

5.2.6.1 R&M expenses 

The Petitioner submitted that the R&M expenses for FY 2026-27 has been proposed as per the 

UERC Tariff Regulations, 2024. The Petitioner has considered the k factor of 0.85% for FY 2026-27 as 

approved by the Commission vide Tariff Order dated 11.04.2025 for the fifth Control Period. The 

Petitioner has claimed the R&M expenses of Rs. 6.31 Crore for FY 2026-27. 

The Commission has determined the R&M expenses for FY 2026-27 in accordance with 

UERC Tariff Regulations, 2024. As per provisions of Regulation 48(2)(d) of UERC Tariff Regulations, 

2024 ‘k’ is a constant to be specified in percentage. Accordingly, the Commission has considered the 

‘k’ factor, i.e. 0.65% as approved by the Commission vide Order dated 13.05.2025 based on revised 

Capital cost of the Petitioner Company as discussed in preceding paras of this Order. The 

Commission has considered the opening GFA for FY 2026-27 as Rs. 713.05 Crore. The Commission 

has considered the WPI inflation of 0.53% which is the average increase in the Wholesale Price Index 

(WPI) for past three year till FY 2025-26. The R&M expenses for FY 2026-27 shall be trued up later on 

based on the actual approved opening GFA for FY 2026-27. 

The R&M expenses approved by the Commission for FY 2026-27 is as shown in the Table 

below:pp 

Table 5.6: R&M expenses approved by the Commission for FY 2026-27 (Rs. Crore) 

Particulars 
Approved in Order 

dated 13.05.2025 
Claimed Approved 

K  

 

0.65% 

GFAn-1 713.05 

WPI inflation 0.53% 

R&Mn = K x (GFAn-1) x (1+WPI inflation) 4.77 6.31 4.63 
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5.2.6.1 A&G expenses 

The Petitioner submitted that the A&G expenses for FY 2026-27 has been determined by 

applying WPI inflation rate for FY 2026-27 on the normative A&G expenses for FY 2025-26. The 

Petitioner submitted that the normative A&G expenses work out to Rs. 6.29 Crore for FY 2026-27. 

The Commission has followed the same methodology as specified in UERC Tariff 

Regulations, 2024 and Tariff Order dated 11.04.2025 for the fifth Control Period from FY 2025-26 to 

FY 2027-28. 

A&Gn for FY 2025-26 has been computed considering WPI inflation index of 3.65%. Further, 

the Petitioner submitted that no A&G expenses have been capitalised. Accordingly, the A&Gn for 

FY 2025-26 has been further escalated with WPI inflation index of 0.53% to work out allowable 

normative A&G expenses for FY 2026-27.  

The normative A&G expenses approved by the Commission for FY 2026-27 is as shown in 

the Table below: 

Table 5.7: A&G expenses approved by the Commission for FY 2026-27 (Rs. Crore) 

Particulars 
Approved in Order 

13.05.2025 
Claimed Approved 

A&Gn-1 

5.42 6.18 

5.23 

WPI inflation 0.53% 

A&Gn=A&Gn-1 x (1+WPI inflation) 5.26 

Capitalisation rate 0.00% 

Capitalised A&G expenses 0.00 

Net A&G expenses 5.26 

License Fee 0.1 0.11 0.1 

Total A&G expenses 5.52 6.29 5.36 

5.2.6.1 O&M expenses 

The O&M expenses approved by the Commission for FY 2026-27 is as shown in the Table 

below: 

Table 5.8: O&M expenses approved by the Commission for FY 2026-27 (Rs. Crore) 

Particulars 
Approved in Order 

dated 13.05.2025 
Claimed Approved 

Employee expenses 8.82 10.03 8.02 

R&M expenses 4.77 6.31 4.63 

A&G expenses 5.52 6.29 5.36 

Total O&M expenses 19.11 22.63 18.00 
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The Commission would like to advise the Petitioner to exercise proper caution and 

prudence while incurring the O&M expenses as the same are controllable in nature. The Petitioner 

should ensure to restrict the actual O&M expenses within the norms allowed by the Commission. 

5.2.7 Interest on Working Capital 

The Petitioner has submitted that the interest on working capital for the fifth Control Period 

has been proposed in accordance with Regulation 33 of UERC Tariff Regulations, 2024. 

Regulation 33 of UERC Tariff Regulations, 2024 specifies as follows: 

“Rate of interest on working capital shall be on normative basis and shall be equal to the weighted 

average of ‘one year Marginal Cost of Funds based Lending Rate (MCLR)’ as declared by the State 

Bank of India from time to time for the financial year in which the application for determination of 

tariff is made plus 350 basis points 

... 

In case of hydro power generating stations and transmission system and SLDC, the working capital 

shall cover: 

(i) Operation and maintenance expenses for one month 

(ii) Maintenance spares @ 15% of operation and maintenance expenses 

(iii) Receivables equivalent to two months of the Aggregate Revenue Requirement” 

The Petitioner has submitted that it has considered the rate of interest on working capital as 

12.50%. The Commission has considered the rate of interest on working capital as 12.38% equal to the 

rate considered for FY 2025-26. However, the same shall be considered in accordance with the 

prevailing regulations at the time of truing up of respective financial year. The Commission has 

determined the interest on working capital for FY 2026-27 in accordance with the aforesaid 

Regulations as discussed below: 

5.2.7.1 One Month O&M Expenses 

The Commission has approved the annual O&M expense for FY 2026-27 as discussed in the 

preceding paragraphs. Based on the approved O&M expenses, one month’s O&M expenses have 

been worked out for determining the working capital requirement. 
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5.2.7.1 Maintenance Spares 

The Commission has considered the maintenance spares in accordance with the prevailing 

UERC Tariff Regulations for the Control Period. The Commission has determined the plant wise 

maintenance spares requirement @ 15% of normative O&M Expenses worked out for FY 2026-27. 

5.2.7.1 Receivables 

UERC Tariff Regulations, 2024 envisage receivables equivalent to two months of annual 

fixed charges as an allowable component of working capital. Aggregate Revenue Requirement (AFC) 

includes O&M expenses, depreciation, interest on loan, return on equity and interest on working 

capital. The Commission has considered the receivables for two months based on the AFC approved 

for FY 2026-27. 

Based on the above, the total working capital requirement of the Petitioner for FY 2026-27 

works out to Rs. 15.85 Crore. The Commission has considered the rate of interest on working capital 

as 12.38% as discussed herein above.  

Based on the above discussion, the interest on working capital works out to Rs. 1.93 Crore 

for FY 2026-27. The interest on working capital approved by the Commission for FY 2026-27 is as 

shown in the Table below: 

Table 5.9:  Interest on working capital claimed and approved by the Commission for 
FY 2026-27 (Rs. Crore) 

Particulars 
Approved in Order dated 

13.05.2025 
Claimed Approved 

O&M Expenses 

 

1.89 1.50 

Maintenance spare 3.39 2.70 

Receivables 12.78 11.65 

Total 18.06 15.85 

Rate of Interest 12.50% 12.38% 

IWC 1.98 2.26 1.93 

5.2.8 Non-Tariff Income 

Regulation 46 of UERC Tariff Regulations, 2024 specifies as follows: 

“46. Non Tariff Income  

The amount of non-tariff income relating to the Generation Business as approved by the Commission shall 

be deducted from the Annual Fixed Charges in determining the Net Annual Fixed Charges of the 

Generating Company.  
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Provided that the Generating Company shall submit full details of its forecast of non tariff income to the 

Commission in such form as may be stipulated by the Commission from time to time.  

The indicative list of various heads to be considered for non tariff income shall be as under: 

 a) Income from sale of scrap;   

b) Income from statutory investments;  

c) Interest on delayed or deferred payment on bills;  

d) Interest on advances to suppliers/contractors;   

e) Rental from staff quarters;   

f) Rental from contractors;   

g) Income from hire charges from contactors and others;  

h) Income from advertisements, etc.;  

i) Any other non- tariff income.  

Provided that the interest earned from investments made out of Return on Equity corresponding to the 

regulated business of the Generating Company shall not be included in Non-Tariff Income. 

Provided further that the net income of generating station from rent of land or building and income from 

the business of eco-tourism shall be shared between the generating company and the beneficiaries in the 

ratio of 1:1” 

The Petitioner has not projected any non-tariff income for FY 2026-27. In the absence of any 

yardstick to project Non-Tariff Income, the Commission has not considered any non-tariff income for 

FY 2026-27. However, the same is subject to correction during the truing up proceedings of the 

respective FY. 

5.2.9 Annual Fixed Charges, Capacity Charge and Energy Charge Rate (ECR) for FY 2026-27 

Based on the above analysis for all the heads of expenses of AFC, the Commission has 

approved the Annual Fixed Charges (AFC) of the Petitioner for FY 2026-27 attributable to its 

beneficiary. 

Regulation 50 of UERC Tariff Regulations, 2024 specifies as follows:  

“50. Computation and Payment of Capacity Charges and Energy Charges for Hydro Generating Stations  
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(1) The Annual Fixed Charges of 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 percentage share/allocation in the saleable capacity of the generating station, i.e. 

in the capacity excluding the free power to the home State. 

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

month shall be:  

  AFC x 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 
𝑁

𝑖=1
𝐼𝐶 𝑥 (100 − 𝐴𝑢𝑥)}%   

Where,  

  AUX  = Normative auxiliary energy consumption in percentage  

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 Uttarakhand State LoadDespatch 

Centre after the day is over.  

  IC  = Installed capacity (in MW) of the complete generating station  

  N  = Number of days in the month  

(4) The Energy Charge shall be payable by every beneficiary for the total energy supplied to the 

beneficiary, 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 {Energy supplied (ex-bus)} for the month in kWh} x (100- 

FEHS)/100  

(5) Energy Charge Rate (ECR) in Rupees per kWh on ex-power plant basis, for a Hydro Generating 



5. Petitioner’s Submissions, Commission’s Analysis, Scrutiny and Conclusion on ARR for FY 2026-27 
 

Uttarakhand Electricity Regulatory Commission         83 

Station, shall be determined up to three decimal places based on the following formula, subject to the 

provisions of sub-Regulation (7):  

ECR   = AFC x 0.5 x 10 / {DE x (100 – AUX) x (100 –FEHS-LADF)}  

Where,   

DE = Annual Design Energy specified for the hydro generating station, in MWh,.  

FEHS = Free Energy for home State, in percent, as applicable 

LADF = Contribution towards Local Area Development Fund, in percent, as applicable” 

In accordance with the above Regulations, the Annual Fixed Charge (AFC) for FY 2026-27 as 

claimed and approved by the Commission is shown in the Table below: 

Table 5.10: Annual Fixed Charges approved by the Commission for FY 2026-27  
(Rs. in Crore) 

Annual Fixed Charges 
Approved in Order dated 

13.05.2025 
Claimed Approved 

Depreciation                   8.23              8.94              8.27  

Interest on Loan                   6.30              6.37              6.38  

Return on Equity                35.24           36.48           35.30  

O&M Expenses                19.11           22.63           18.00  

Interest on Working Capital                   1.98              2.26              1.93  

Less: Non-Tariff Income 0.00 0.00 0.00 

Net Annual Fixed Charges                70.86           76.68           69.87 

The summary of Capacity Charge and Energy Charge Rate (ECR) for the Petitioner’s project 

for FY 2026-27 is as given in the Table below: 

Table 5.11: Capacity Charge and Energy Charge Rate approved by the 
Commission for FY 2026-27 

Particular Rs. in Crore 

Net AFC (Rs. Crore) 69.87 

Saleable Energy (MU) 226.91 

Capacity Charges (Rs. Crore) (50% of AFC) 34.94 

Energy Charges (Rs./kWh) (50% of AFC) 1.540 

In accordance with the provisions of the Regulation 50(7) of UERC Tariff Regulations, 2024, 

the secondary energy rate shall be equal to the rate derived based on the saleable energy subject to a 

cap of Rs. 1.30 per unit and shall be applicable when actual energy sold exceeds the Saleable Energy 

(DE-(100-Auxiliary Consumption)-FS) as per UERC Tariff Regulation, 2024. 
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5.2.10 Adjustment of Capacity Charge and Energy Charge Rate (ECR) approved vide interim 

Order dated 30.03.2026 

The Commission vide interim Order dated 30.03.2026 approved the Capacity Charge and 

Energy Charge Rate (ECR) for the Petitioner’s project for FY 2026-27. The relevant extract of interim 

Order dated 30.03.2026 is reproduced hereunder: 

“… 

The summary of provisional Capacity Charge and Energy Charge Rate (ECR) for the 

Petitioner’s project for FY 2026-27 is as given in the Table below: 

Table 2.2: Provisional Capacity Charge and Energy Charge Rate approved 
by the Commission for FY 2026-27 

Particular Rs. in Crore 

Net AFC (Rs. Crore) 70.86 
Saleable Energy (MU) 227.14 

Capacity Charges (Rs. Crore) (50% of AFC) 35.43 

Energy Charges (Rs./kWh) (50% of AFC) 1.560 

In accordance with the provisions of the Regulation 50(7) of UERC Tariff Regulations, 2024, 

the secondary energy rate shall be equal to the rate derived based on the saleable energy subject to a cap 

of Rs. 1.30 per unit and shall be applicable when actual saleable energy exceeds the Saleable Energy 

(DE-(100-Auxiliary Consumption)-FS) as per UERC Tariff Regulation, 2024.” 

In this regard, the differential amount of Capacity Charge and Energy Charge Rate (ECR), as 

already claimed by the Petitioner based on the interim Order dated 30.03.2026 and that approved by 

the Commission in this Order for FY 2026-27, shall be adjusted by UPCL against the payment to be 

made, after the date of issue of this Order, against the invoice raised by the Petitioner. UPCL is also 

required to provide an advice of such adjustment to the Petitioner clearly mentioning the calculation 

for the amount adjusted by it within a period of one week of making such adjustment. 

 

 

 

(Prabhat Kishor Dimri) (Anurag Sharma) (M.L. Prasad) 
Member (Technical) Member (Law) Chairman 

 


