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MAHARASHTRA ELECTRICITY REGULATORY COMMISSION
(TERMS AND CONDITIONS OF TARIFF) REGULATIONS 2005

ELECTRICITY ACT, 2003.

No. [MERC/Legal/132/2005/1718]- In exercise of the powers conferred by clause(h), (i), (),
(D, (m), (0), (y), (zd), (ze), (zf), (z9), (zh) and (zp) of sub-section (2) of sation 181 reedwith
the proviso to Section 36, sub-clause (ii) of clause (d) of sub-section (2) of Sattion 39, sscond
proviso to sub-clause (ii) of clause (d) of sub-section (2) of Section 39, sub-clause (ii) of
clause (c) of Section 40, second proviso to sub-clause (ii) of clause (c) of Section 40, first
proviso to Section 41, first proviso to Section 51, Section 61, sub-sections (2) and (5) of
Section 62, sub-sections (1) and (3) of Section 64, Section 65 and clause (b) of sub-
section (1) of Section 86 of the Electricity Act, 2003 (36 of 2003), theMaharadhtraBledridty
Regulatory Commisson hereby makes the following regulations. These Regulations
supersede the "Maharashtra Electricity Regulatory Commission (T erms and Conditions of
Tariff) Regulations, 2004"

1

1.1

1.2

13

21

Short title, extent and commencement

These Regulations may be caled the Maharashtra Electricity Regulatory
Commission (T erms and Conditions of T ariff) Regulations, 2005.

These Regulations shall extend to the whole of the Sate of Maharashtraandtodl
matterswithin the jurisdiction of the Commission.

These Regulations shall come into force from the date of their publication inthe
Official Gazette.

Definitions
In these Regulations unless the context otherwise requires:

(@ “Accounting Statement” means for each financial year, the following
satements, namely-

(i)  balance sheet, prepared in accordance with the form contanedin Pat |
of Shedule VI to the Companies Act, 1956;

(i)  profit andloss account, complying with the requirements contanedin
Part |1 of Schedule VI to the Companies Act, 1956;

(iii) cash flow statement, prepared in accordance with the Accounting
Sandard on Cash Flow Satement (AS-3) of the Ingtitute of Chateed
Accountants of Indig;

(iv) report of the satutory auditors’;

(v) cog records prescribed by the Central Government under Section
209(1)(d) of the CompaniesAct, 1956;

together with notes thereto, and such other supporting statements and
information asthe Commission may direct from timeto time;
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Provided that in case of any loca authority engaged in the business of
digribution of electricity, the Accounting Satement shall mean theitems as
mentioned above, prepared and maintained in accordance with the relevant
Actsor Satutes as applicable to such local authority.

(b)  “Act” meansthe Electricity Act, 2003 (36 of 2003), including amendments
thereto;

(c) “Allocation Statement” meansfor each financial year,agatement inrepect
of each of the separate busnesses of the Licensee, showing the amounts of
any revenue, cos, asset, liahility, reserve or provison, which hasbemn ether;

(i) charged from or to each such separate business together with a
description of the bass of that charge; or

(i) determined by apportionment or alocation between the Licensed
Business and every other separate business of the Licensee, together
with a description of the basis of the apportionment or allocation;

Provided that such allocation statement in respect of a generating sation
shall be maintained in a manner 0 asto enable tariff determination, Sage
wise, unit wise or for the whole generating station as provided in Regulation
27 of these Regulations.

(d “Applicant” means a Licensee or Generating Company who has made an
application for determination of tariff or an application for annual
performance review in accordance with the Act and these Regulations and
includes a Licensee or Generating Company whose tariff isthe subject of a
review by the Commission either suo motu or on a petition filed by any
interested or affected person or as part of an annual performance review;

(e) “Adggregate Revenue Requirement” means the requrament of theLicense
for recovery, through tariffs, of allowable expenses and return on capital
pertainingto hisLicensed Business, in accordance with these Regulations;

(f) “Auxiliary Consumption” in relation to a period, means the quantum of
energy consumed by auxiliary equipment of the generating station and gl
be expressed as a percentage of the sum of gross energy generated at the
generator terminals of all the unitsof the generating station:

and, for the purpose of these Regulations, auxiliary consumption for a
thermal generating station shall include transformer losses within the
generating station;
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(g9 “Availability” in relation to athermal generating station for any period
means the average of the daily average declared capacitiesfor all the days
during that period expressed as a percentage of the installed capacity of the
generating station minus normative auxiliary consumption in MW, as
specified in these Regulations, and shall be computed in accordance withthe
following formula:

N

Availability =10000 x ¥ DC; / { NxICx (100 — AUX,) } %

i=1

where - N = number of time blocksin the given period

DC = Average Declared Capacity for the i" time block in such
period

IC = Ingalled Capacity of the generating station in MW

AUX = Normative Auxiliary Consumption in MW, expressed asa
percentage of gross generation

(h) “Availability” in relation to atransmisson system for a given paiodmeans
the time in hours during that period the transmission system is capable of
transmiting electricity at itsrated voltage expressed in percentage of total
hoursin the given period and shall be calculated as provided in Annexure-ll
to these Regulations;

(i) “Balancing and Settlement Code” refersto such code asmay kedipuated
by the Commisson or as may be published by the Sate Load Despatch
Centre and approved by the Commission, for the balancing of energy
accounts and settlement of differences between energy scheduled and actd
energy among the usersof the gridin the Sate of Maharashtra;

() “Block” inrelation to a combined cycle thermal generating station indutkes
combustion turbine — generators, associated waste heat recovery boilers,
connected steam turbine — generators and auxiliaries;

(k) “Bulk Power Transmission Agreement” means anageamentt that contains
the terms and conditions under which a Transmission System User isentitled
to the access to an intra-Sate transmisson sysem of a Transmisson
Licensee;

() “Commission” meansthe Maharashtra Electricity Regulatory Commisson;

(m) “Conduct of Business Regulations” means such regulations as may be
specified under clause (zl) of sub-section (2) of Section 181 read with sub-
section (1) of Section 92 of the Act;

(n) “Control Period” meansa period comprisng one or more finandd years as
may be sipulated by the Commisson, for submisson of forecast in
accordance with Part C of these Regulations,
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(o) “Cut-off Date” meansthe date of the first financial year closngdter three
hundred and sixty-five (365) days of the date of commissioning of a
generating station;

(p) “Daily Capacity Index” means the declared capacity expressed as a
percentage of the maximum available capacity for the day and shall be
calculated in accordance with the following formula:

Daily Capacity Index = Declar ed Capacity (M W) x 100/ M aximum Available Capacity (M W)

andthe term “ Capacity Index” for any period shall be the average of the
daily capacity indices calculated as above, for such period,

(9 “Date of commissioning” means,

(i) inrelation to aunit of agenerating station, meansthe date dedaredby
the Generating Company after demondgrating the Maximum
Continuous Rating or Ingtalled Capacity through a successful trial run;

(i) inrelation to agenerating sation, the date of commissioningof thelegt
unit or block of the generating station in accordance with clause (i)
above; and

(iii) inrelation to a capital expenditure project relating to theTrangmision
Business, Didribution Business or Retail Supply Business of a
Licensee, the date on which the project is ready to be put to
commercia use;

(r) “Declared Capacity” means

(i) for athermal generating station, the capability of the gmeaaingdation
to deliver ex-bus electricity in MW declared by such generatingdetion
in relation to any period of the day or whole of the day, duly taking
into account the availahility of fuel:

Provided that in case of agasturbine generating station or a combinedcyde
generating station, the generating station shall declare the capacity for units
and modules on gas fuel and liquid fuel separately, and these shall be
scheduled separately. Total declared capacity and total scheduled gmneration
for the generating station shall be the sum of the declared capacity and
scheduled generation for gas fuel and liquid fuel for the purpose of
computation of availability and Plant Load Factor respectively;

(it)  for run-of-river hydro power generating stations with pondage and
storage-type power sations, the ex-bus capacity in MW expetedtobe
available from the generating station over the peakinghousof thenext
day, as declared by the generating station, taking into account the
availability of water, optimum use of water and availability of
machines and for this purpose, the peaking hours shall not be lesthan
three (3) hourswithin atwenty-four (24) hour period;

(iii) for purely run-of-river hydro power generating stations, the ex-bus
capacity in MW expected to be available from the generating Sation
during the next day, as declared by the generating sation, taking into
account the availahility of water, optimum use of water and avaldility
of machines,

M ERC (Tems and Conditionsof T ariff) Regulation_For Natification_Fomatted Aug 24 25 Page 4 of 94



(s “Deemed Generation” meansthe energy which ahydro power genaating
station was capable of generating but could not generate due to reasons
beyond the control of the generating station or on account of non-availaality
of Transmission Licensee'stransmisson linesor on receipt of backingdown
ingtructions from the Sate Load Despatch Centre resulting in spillage of
water;

(t)y “Design Energy” inrelation to a hydro power generating station meansthe
guantum of energy which could be generated in a 90 per cent dependable
year with 95 per cent ingtalled capacity of the generating ation;

(w “Distribution Business” meansthe busness of operating andmantaninga
digribution system for supplying electricity in the area of the supply of the
Digtribution Licenses;

(v) “Distribution Open Access Regulations” meansthe reglaionsasmay ke
specified by the Commission under sub-section (47) of Section 2 read with
sub-section (2), (3) and (4) of Section 42 of the Act;

(w) “Existing Generating Station” means a generating stationwhich hadacate
of commissioning prior to the date of notification of these Regulations;

(x) “Expected Revenue from Tariff and Charges” means the revenue
esimated to accrue to the Licensee from the Licensed Business at the
prevailing tariffs;

(y) “Fees and Charges Regulations” means such regulations as may be
specified under clause (zp) of sub-section (2) of Section 181 read withdause
(g) of sub-section (1) of Section 86 of the Act;

(z2) “Force Majeure Event” means, with respect to any party, any event or
circumgtance which isnot within the reasonable control of, or due to anat
or omission of, that party and which, by the exercise of reasonable caeand
diligence, that party isnot able to prevent, including, without limiting the
generality of the foregoing:

(i) actsof God, including but not limitedto lightning, sorm, actionof the
elements, earthquakes, flood, drought and natural disaster;

(if)  strikes, lockouts, go-dow, bandh or other industrial disturbances,

(iii) acts of public enemy, wars (declared or undeclared), blockades,
insurrections, riots, revolution, sabotage, vandalism and civil
disturbance;

(iv) unavoidable accident, including but not limited to fire, exploson,
radioactive contamination and toxic dangerous chemica
contamination;

(v) any shutdown or interruption of the grid, which isrequired or directed
by the Sate or Central Government or by the Commisson ortheSae
Load Degpatch Centre; and
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(vi) any shut down or interruption, which isreguired to avoid serious and
immediate risks of a significant plant or equipment failure;

(za) “Generation Business” meansthe business of production of dedridty from
a generating station for the purpose of giving supply to any premisesor
enabling a supply to be so given;

(zb) “Gross Calorific Value” in relation to athermal generating staion means
the heat producedin kCal by complete combustion of one kilogram of slid
fuel or one litre of liquid fuel or one standard cubic meter of gaseousfuel, as
the case may be;

(zc) “Gross Station Heat Rate” meansthe heat energy input in kCd requiredto
generate one kWh of electrical energy at generator terminals,

(zd) “Installed Capacity” meansthe summation of the name plate cgpadtiesof
al the units of the generating station or the capacity of the genaainggation
(reckoned at the generator terminals) as approved by the Commissionfrom
timeto time;

(ze) “Maximum Available Capacity” in relation to ahydro power geneaing
gation means-

(i)  for run-of-river hydro power generating stations with pondage and
storage-type power sations, the maximum capacity in MW that the
generating station can generate with all units running under prevaling
conditions of water levels available for usage and flows over the
peaking hours of the next day, and for this purpose, the peakinghous
shall not belessthan three (3) hourswithin atwenty-four (24) hour
period;

(i)  for purely run-of-river hydro power generating stations, themaximum
capacity in MW that the generating station can generate with dl wunits
running under prevailing conditions of water levels available for usge
and flows over the peaking hours of the next day;

(zf) “New Generating Station” means a generating sation with a date of
commissioning on or after the date of notification of these Regulations,

(zg) “Non-Tariff Income” meansincome relating to the Licensed Busnessother
than from tariff, excluding any income from Other Busnessand, in casecf
the Retail Qupply Business of a Distribution Licensee, excluding income
from wheeling and receipts on account of cross-subsidy surcharge and
additional surcharge on charges of wheeling;

(zh) “Officer” meansan officer of the Commission;

(zi) “Other Business” means any business engaged in by a Transmisson
Licensee under Section 41 of the Act or by aDistribution Licensee under
Section 51 of the Act for optimum utilization of the assets of such
Transmisson Licensee or of such Distribution Licensee;
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(zj) “Plant Load Factor”, for agiven period, meansthe total sent-out energy
corresponding to scheduled generation during such period, expressed as a
percentage of sent out energy corresponding to installed capacity in that
period and shall be computed in accordance with the following formula:

N

Plant Load Factor (%)=10000x > SG; [/ { NxICx (100 -AUX,)}%

i=1

where - N = number of time blocksin the given period

G = Sheduled Generation in MW for the i™ time block in such
period

IC = Ingalled Capacity of the generating station in MW

AUX = Normative Auxiliary Consumption in MW, expressed as a
percentage of gross generation

(zk) “Rated Voltage” meansthe manufacturer’sdesign voltage at which the
transmisson system isdesigned to operate or such lower voltagea whichthe
lineischarged, for thetime being, in consultation with T ransmisgon Sygem
Users,

(zI) “Retail Supply Business” meansthe business of sale of electricity by a
Digtribution Licensee to his consumersin accordance with the termsof his
licence;

(zm) “Run-of-river power station” meansahydro power generatingdaionwith
or without upstream pondage;

(zn) “Scheduled Generation” at any time or for any given periodor timedock
means the schedule of generation in MW ex-bus given by the Sate Load
Despatch Centre;

(zo) " Secretary” meansthe Secretary to the Commisson;

(zp) “Standards of Performance Regulations” means the regiaionsasmeay ke
gpecified by the Commission under Section 57 and Section 59 of the Act;

(zg) “Storage type power station” means a hydro power generating sation
asociated with large storage capacity to enable variation in generation of
electricity accordingto demand;

(zr) “Transmission Business” meansthe business of establishing or opeaing
transmisson lines,

(z9 “Transmission Open Access Regulations” means thereglaionsasmay ke
specified by the Commission under sub-section (47) of Section 2 read with
Section 30 of the Act;
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(zt) “Transmission System User” means a person who has been allotted
transmisson capacity rights to access an intra-state transmisson system
pursuant to a Bulk Power Transmission Agreement, except as providedinthe
Transmisson Open Access Regulations,

(zu) “Unit” inrelation to athermal generating Sation means sseam generator,
seam turbine, generator and auxiliariesand in relation to a combined cyde
thermal generating sation, means gasturbine, generator and auxiliaries.

2.2 Words or expressons used herein and not defined shall have the meaningsasigned
to them in the Act, Rules or Regulations.
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PART A: GENERAL

3

3.1

3.2

3.3

Scope of regulation and extent of application

The Commisson shall determine tariff, including terms and conditions thereforg
for all mattersfor which the Commisson hasthe power under the Act,indudngin
the following cases--

(i)  Supply of electricity by a Generating Company to a Distribution Licensee:

Provided that where the Commission believes that a shortage of supply of
electricity exigs, it may fix the minimum and maximum ceiling of tariff for sdeor
purchase of electricity in case of an agreement entered into between a Generaing
Company and a Licensee or between Licensees, for aperiod not exceeding one
year;

(ii)  Intra-Sate transmission of electricity;

(iii) Ratesand chargesfor use of intervening transmisson facilities, where these
cannot be mutually agreed upon by the Licensees,

(iv) Wheeling of electricity;
(v) Retail sale of electricity:

Provided that in case of distribution of electricity in the same area by twoor more
Digribution Licensees, the Commisson may, for promoting competition among
Digribution Licensees, fix only maximum ceiling of tariff for retail sale of
electricity:

Provided further that where the Commission has allowed open accessto certain
consumers under Section 42, such consumers, notwithstanding the provisions of
clause (d) of sub-section (1) of Section 62, may enter into an agreement withany
person for supply or purchase of electricity on such terms and conditions(indudng
tariff) asmay be agreed upon by them;

(vi) Surchargein addition to the chargesfor wheeling under the first proviso to
sub-section (2) of Section 42 of the Act, in accordance with the Didritition
Open Access Regulations,

(vii) Additiona surcharge on the charges for wheeling under sub-section (4) of
Section 42 of the Act, in accordance with the Digribution Open Access
Regulations.

Where the Commission has permitted open accessto any consumer or caegory of
consumers under Section 42 of the Act, the Commisson shall determine only the
wheeling charges, in accordance with Part G of these Regulations, and surcharge,
in accordance with the Digribution Open Access Regulations, for such consumer
or category of consumerswho have availed of Distribution Open Access.

Notwithganding anything contained in Part X of the Act, thetariff for anyinte-
Sate supply, transmission or wheeling of electricity, asthe case may be, involving
the territories of the two Sates may, upon application made to it by the parties
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3.4

4.1

4.2

5.1

intending to undertake such supply, transmisson or wheeling, be determinedby the
Commission in cases where the Licensee intending to distribute electricity and
make payment therefor is under the Commission’sjurisdiction:

Provided that the Commission shall determine such tariff having regardto the
termsand conditions containedin Part F, Part Gand Part H of these Regulations
for applications under this Regulation for determination of tariff for trangmisson,
wheeling and supply of electricity respectively:

Provided further that the Commission, while determining tariff uponangoplication
made to it under this Regulation, shall also have regard to the terms andcondtions
of tariff asmay be specified by the Sate Commission of such other Sate and/ or
the terms and conditions of tariff as may be specified by the Central Commision
where any of the partiesto such transaction come under the jurisdiction of such
Sate Commission or of the Central Commission.

Notwithganding anything contained in these Regulations, the Commission shall
adopt the tariff if such tariff has been determined through a transparent prooessof
bidding in accordance with the guidelinesissued by the Central Government.

Guiding principles

The Commisson, while specifying the terms and conditionsfor the detemingion
of tariff under these Regulations, shall be guided by the principles containedin
Section 61 of the Act.

T he Commission shall not, while determining the tariff under the Act, showunde
preference to any consumer of electricity but may differentiate accordingto the
consumer's load factor, power factor, voltage, total consumption of electricity
during any stipulated period or the time at which the supply is required or the
geographical position of any area, the nature of supply and the purpose forwhich
the supply isrequired.

Alternative terms and conditions

A Generating Company or Licensee, asthe case may be, may agreeto any terms
and conditions that may vary from the terms and conditions contained in these
Regulations where the terms and conditions agreed upon will result in alower totd
cost of supply of electricity to consumersin the Sate during the entire draion of
the agreement of which such terms and conditionsform part:

Provided that such agreement shall come into effect only with the previous
approval of the Commission, except where such approval is not specifically
required under the Act or these Regulations.
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PART B: PROCEDURE FOR DETERMINATION OF TARIFF

6 Proceduresrelating to making an application for determination of tariff

6.1 An application for determination of tariff under the Act shall be mackinachformand
in such manner as specified in this Regulation, and accompanied by such fees as may
be specified under the Fees and Charges Regulations.

T he proceedings to be held by the Commission for determination of tariff gl be
in accordance with the Conduct of Business Regulations.

6.2 Notwithstanding anything contained in these Regulations, the Commissiondhdl a
all times have the authority, either suo motu or on a petition filed by any intereted
or affected party, to determine the tariff, including terms and conditionsthereof, of
any Licensee or Generating Company:

Provided that such determination of tariff may be pursuant to an agreement or
arrangement or otherwise whether or not previoudy approved by the Commisgon
and entered into at any time before or after the commencement of the Act:

7 Determination of generation tariff

7.1 Exising generating sation

7.11 Where the Commisson has, at any time prior to the notification of these
Regulations, approved a power purchase agreement or arrangement between a
Generating Company and a Digribution Licensee or has adopted the tariff
contained therein for supply of electricity from an existing generatingdaionthen
the tariff for supply of electricity by the Generating Company to the Distribition
Licensee shall be in accordance with such power purchase agreement or
arrangement for such period as may be so approved or adopted by theGCommisson.

7.12 Where, as at the date of notification of these Regulations, the power purchase
agreement or arrangement between a Generating Company and a Digtribution
Licensee for supply of electricity from an existing generating station hasnot been
approved by the Commisson or the tariff contained therein has not been atbpted
by the Commission or where there isno power purchase agreement or arangamat,
then the supply of electricity by such Generating Company to such Distribution
Licensee after the date of notification of these Regulations shall be in accordance
with a power purchase agreement approved by the Commission in accordncewith
Part D of these Regulations:

Provided that an application for approval of such power purchase agreement or
arrangement shall be made by the Generating Company or the Digtribution
Licensee to the Commission within a period of three (3) monthsfrom the daeof
notification of these Regulations

Provided further that the supply of electricity shall be allowed to continueunder the
present agreement or arrangement, as the case may be, until such time as the
Commission approves of such power purchase agreement and shall be discontinued
forthwith if the Commission rejects, for reasons recorded in writing, such power
purchase agreement.
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7.2

7.21

7.3
7.31

7.32

7.33

7.4

8.2

New generating stations

Thetariff for the supply of electricity by a Generating Company to a Didrilition
Licensee from a new generating station shall be in accordance with a power
purchase agreement approved by the Commission, except if such power purchese
agreement has been exempted from requiring such approval in accordance with
Part D of these Regulations.

Own generating sations

Where the Distribution Licensee also undertakes the business of generation of
electricity, the transfer price at which electricity is supplied by the Generation
Business of the Digribution Licensee to his Retail Supply Busness shall be
determined by the Commission:

Provided that the Commisson shall have regard to the terms and conditions
specifiedin Part E of these Regulationsin determining the transfer price forarch

supply.

The Didribution Licensee shall maintain separate records for the Generation
Busness and shal maintain an Allocation Satement so as to enable the
Commission to clearly identify the direct and indirect coss relating to such
business and return on equity accruing to such business.

The Didribution Licensee shall submit, along with the application for
determination of tariff for retail sale of electricity, the information requireduncer
Part E of these Regulations relating to the Generation Business, 0 astoendlethe
Commission determine the transfer price for supply of electricity to the Retail
Qpply Businessin accordance with the termsand conditions contained in thesad
Part.

Notwithstanding anything contained in this Regulation 7, the Commission shall
adopt the tariff for supply of electricity by a Generating Company toaDidribution
Licenseeif such tariff has been determined through transparent process of hiddng
in accordance with the guidelinesissued by the Central Government:

Provided that the applicant shall provide such information as the Commisson may
require to satisfy itself that the guidelinesissued by the Central Government have
been duly followed.

Determination of tariff for transmission,wheelingandretail sale of eledridty

The Commission shall determine the tariff for transmisson, wheeling and retail
sale of electricity based on an application made by the Licensee in accordancewith
the procedure contained in this Regulation 8.

The Commission shall determine the tariff for-

(@) transmisson of electricity, in accordance with the terms and conditions
contained in Part F of these Regulations;

(b) wheeling of electricity, in accordance with the terms and conditions
contained in Part G of these Regulations; and

(c) retail sale of electricity, in accordance with the terms and conditions
contained in Part H of these Regulations.
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8.3

8.4

8.5

8.6

The applicant shall provide, as part of hisapplication to the Commisson, inach
form asmay be stipulated by the Commission from time to time, full detailsof his
calculation of the aggregate revenue requirement and expected revenue fromtaiff
and charges pursuant to the terms of hislicence, and thereafter he shdl funishach
further information or particulars or documents asthe CommissionortheSoday
or any Officer desgnated for the purpose by the Commisson may reasonably
require to assess such calculation:

Provided that the application shall be accompanied where relevant, by a detailed
tariff revison proposal showing how such revision would meet the gap, if any, in
aggregate revenue requirement.

Provided further that the Commisson may specify additional/ alternativeformas
for detailsto be submitted by the applicant, from time to time, asit may reesonady
require for assessng the aggregate revenue requirement and for determining the
tariff, asthe case may be.

Upon receipt of a complete application accompanied by all requisite information,
particulars and documents in compliance with all the requirements specified in
these Regulations, the application shall be deemed to be received and the
Commisson or the Secretary or the designated Officer shall intimate to the
applicant that the application isready for publication.

T he applicant shall, within three (3) days of an intimation providedto himin
accordance with Regulation 8.4, publish anotice, in at least two (2) English and
two (2) Marathi language daily newspaperswidely circulatedin the areato which
the application pertains, outlining the proposed tariff, and such other matters as
may be stipulated by the Commission, and inviting objectionsfrom the public:

Provided that the applicant shall make available a hard copy of the complete
application, to any interested party, at such locationsand at such rates as may be
gipulated by the Commission:

Provided further that the applicant shall also put up on hisinternet webste, in
downloadable spreadsheet format showing detailed computations, the application
made to the Commission along with all regulatory filings, information, particdas
and documents submitted to the Commission along with the application:

Provided further that web-link to the information mentioned in the sscondprovio
to Regulation 8.5 above shall be easily accessible, archived for downloading and
shall be prominently displayed on hisinternet website:

Provided however, that the applicant may not provide or put up any such
information, particulars or documentswhich are confidential in nature, with the
previous approval of the Commission.

Explanation — for the purpose of this Regulation, the term “downloadable
spreadsheet format” shall mean one (or multiple, linked) spreadsheet
software files containing all assumptions, formulae, calculations,
software macros and outputs forming the basis of the application.

The applicant shall furnish to the Commisson all such books and records (or
certified true copies thereof), including the Accounting Satements, opardiond and
cost data, asmay be required by the Commission for determination of tariff.
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8.7

8.8

9.1

10

101

The Commisson may, if it deems necessary, make or cause to be madeavaladeto
any person, at any time, such information as has been provided by thegpplicant to
the Commission including abstracts of such books and records (or certified true
copiesthereof) on such terms and conditions as may be specified in theCondut of
Business Regulations:

Provided that the Commission may, by order, direct that any information,
documents and papers / materials maintained by the Commission, shall be
confidential or privileged and shall not be available for ingpection or supply of
certified copies, and the Commission may also direct that such document, pgpas
or materials shall not be usedin any manner except as specifically authorised by
the Commission.

T he procedural aspects pertaining to applications containedin this Regulation 8
shall apply, only to such extent as may be required by the Commission having
regard to the circumstances of an individual case, to -

(@) an application made by a Licensee under the proviso to sub-section (1) of
Section 36 of the Act;

(b) an application made by a Digtribution Licensee under sub-section (5) of
Section 64 of the Act.

Time limit for making an application for determination of tariff

An application for determination of tariff shall be made to the Commision not less
than one hundred and twenty (120) days before the date on which such tariff is
intended to be made effective:

Provided that the date of receipt of application for the purpose of this Reglaion
shall be the date of intimation about receipt of a complete applicetion inaocordence
with Regulation 8.4 above:

Provided further that under a multi-year tariff framework,-

(i) theapplication for determination of tariff for any financial year $hdl bemede
not lessthan one hundred and twenty (120) days before the commencemeant
of such financial year;

(i)  theapplication for annual performance review during any financial year of
the control period shall be made not lessthan one hundred and twenty (120)
days before the close of such financia year:

Tariff Order

T he Commission shall, within one hundred and twenty (120) days fromtherecdpt
of a complete application and after consdering all suggestions and objections
received from the public:

(@) issueatariff Order accepting the application with such modificationsor ach
conditions as may be contained in such Order; or

(b) reject the application for reasonsto be recorded in writing if such goplication
is not in accordance with the provisons of the Act and the rules and
regulations made thereunder or the provisonsof any other law for thetime
beingin force:
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10.2

103

11

111

112

113

114

Provided that an applicant shall be given areasonable opportunity of being heard
before his application isrejected.

T he applicant shall publish the tariff or tariffs approved by the Commissonina
least two (2) English and two (2) Marathi language daily newspapers having
circulation in the area of licence and shall put up the approved tariff / tariff
schedule on itsinternet website and make available for sale, a booklet containing
such tariff or tariffs, asthe case may be, to any person upon payment of reeonade
reproduction charges,

Provided that where the applicant is a Generating Company, the publication gl
be in such newspapers as are widely circulated in the area of supply of the
Digribution Licensee to whom the electricity is proposed to be suppliedin tamsof
the tariff Order and shall also be put up on the internet website of such Didriktion
Licensee.

T he tariff so published shall be in force from the date specified in the said Order
and shall, unless amended or revoked, continueto bein force for such period as
may be stipulated therein.

Adherence to Tariff Order

No tariff or part of any tariff may be ordinarily amended, more frequently than
oncein any financial year, except in resgpect of any changes expresdy permitted
under the terms of any fuel surcharge formula as specified in Regulation 82.

The Commission, may, after satisfying itself for reasonsto be recorded in witing
alow for therevison of tariff.

If any Licensee or Generating Company recoversaprice or charge exceedingthe
tariff determined under Section 62 of the Act and in accordance with these
Regulations, the excess amount shall be recoverable by the person who has paid
such price or charge along with interest equivalent to the bank rate of theResave
Bank of Indiawithout prejudice to any other liahility incurred by such Licensseor
Generating Company.

T he Licensee shall submit periodic returns as may be required by the Commisson,
containing operational and cos data to enable the Commission to monitor the
implementation of its Order and reassess the basis on which tariff was approved.

PART C: MULTI-YEAR TARIFF

12

121

Multi-year tariff framework

The Commission shall determine the tariff for matters covered under clauses (i),
(i), (iv) and (v) of Regulation 3.1 above under a multi-year tariff framework with
effect from April 1, 2006:

Provided that the Commission may, either suo-motu or upon application macetoit
by the applicant, exempt the determination of tariff of a Licensee or category of
Licensees under the multi-year tariff framework for such period as may be
contained in the Order granting such an exemption.
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122

13

131

132

The multi-year tariff framework shall be based on the following elements, for
calculation of aggregate revenue reguirement and expected revenue from taiff and

charges.

(i)  control period, at the commencement of which aforecast of the aggregate
revenue requirement and expected revenue from existing tariffs and charges
shall be submitted by the applicant and approved by the Commission;

(i) applicant’ sforecast of aggregate revenue reguirement and expected revenue
from tariffs and charges during the control period, based on reasonable
assumptionsrelating to the expected behaviour of the underlying financial
and operational variables,

(iii) trajectory for gpecific variables as may be sipulated by the Commisson,
where the performance of the applicant issought to be improved through
incentives and disncentives,

(iv) annual review of performance vis-a-vis the approved forecas and
categorization of variationsin performance into those that were caused by
factorswithin the control of the applicant (controllable factors) and those
caused by factors beyond the control of the applicant (uncontrollable
factors);

(v) mechanism for pass-through of approved gains or losses on account of
uncontrollable factors,

(vi) mechanism for sharing of approved gainsor losses arising out of controllade
factors;

(vii) annual determination of tariff for each financial year within the control
period, based on the approved forecast and results of the annual paformance
review.

Applicability

The multi-year tariff framework shall apply to applications made for dtemingtion
of tariff for tranamisson, wheeling and retail sale of electricity in the Sate.

The Commission may specify atrajectory of the nature referred to in dauee(ii) of
Regulation 12.2 for determination of tariff of

(i) agenerating station,
(ii) aGenerating Company; and/ or
(iii) alicenseein respect of his Generation Business:

Provided that the Commission shall have regardto the terms and condtionsof any
approved power purchase agreement in specifying such trajectory.
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14 Control period

141 The applicant shall submit a forecast of his aggregate revenue requirement and
expected revenue from tariff and chargesfor the approval of the Commission for
each financial year within a control period of five (5) financial years.

Provided that for the firg application made to the Commission under this Part, the
control period shall be three (3) financial yearsi.e. April 1, 2006 to March 31, 2009.

Provided further that the Commisson may, based on the experience gained with
implementation of multi-year tariffsin the Sate, extend or reduce the duration of
subsequent control periods, asit may deem appropriate:

Provided also that the Commisson shall not so extend or reduce the duration of
subsequent control periodswithout hearing the parties affected:

Provided also that the Commission shall not extend or curtail the duration of any
control period during such control period.

15 For ecast

151 The applicant shall submit the forecast of aggregate revenue requirement and
expected revenue from tariff for the control periodin such manner, within such
time limit and accompanied by such fee payable therefore as providedinPart B of
these Regulations.

152 Forecast of aggregate revenue reguirement

152.1 The applicant shall develop the forecast of aggregate revenue requirement using
any one of the following two methodologies:

(@ Assumptions relatingto the behavior of individual variablesthat comprise
the aggregate revenue requirement during the control period; or

(b) Assumptionsrelatingto-

(i) percentage annual change in a suitable macro-economic or market
index, or combination thereof, to which the aggregate revenue
requirement of the applicant iscorrelated; and

(if)  percentage annual reduction in aggregate revenue requirement due to
efficiency or productivity gains proposed to be achieved by the
applicant during the control period:

Provided that applications under this Regulation for the control peiodcommenang
from April 1, 2006 shall be accompanied by forecasts developed usng the
methodology specifiedin clause (a) above.
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152.2

152.3

153

1531

154

155

Where, for any control period, the applicant seeksto change the methodology for
forecagting the aggregate revenue requirement, either:

(@ fromthe methodology specifiedin clause (a) of Regulation 15.2.1 to clage
(b) of that Regulation; or

(b)  from the methodology specifiedin clause (b) of Regulation 15.2.1 to clase
(a) of that Regulation,

he shall apply to the Commission for approval of change of methodology along
with the rationale therefor and such other details asthe Commission may reiirg &
least nine (9) months before the commencement of such control period.

The Commisson may, upon scrutiny of such application and after hearingthe
affected parties, either

(@) passan order approving the change of method, subject to such conditionsas
it may specify in the said order; or

(b) reject the application for reasons to be recorded in writing, if it isnot in
accordance with the principles contained in Sction 61 of the Act or thee
Regulations.

Forecast of expected revenue from tariff and charges

The applicant shall develop the forecast of expected revenue from tariff and
charges based on the following:

(@ Inthecase of aTranamission Licensee, eimates of transmisson capacity
allocated to Tranamisson Sysem Usersfor each financial year within the
control period,

(b) In the case of aDigribution Licensee, estimates of quantum of electricity
supplied to consumers and wheeled on behalf of Digribution System Users
for each financial year within the control period;

(c) Prevailingtariffsasat the date of making the application.

T he applicant shall provide full details supporting the forecast, including but not
limited to details of past performance, proposed initiatives for achievingeffiagency
or productivity gains, technical studies, contractual arrangements and or ssooncary
research, to enable the Commisson to assess the reasonableness of the forecast.

Upon studying the application, the Commission shall either-

(@) passan order approvingthe forecast of aggregate revenue requirement and
expected revenue from tariff and chargesfor the control period, subject to
such modifications and conditions asit may specify in the said Order; or

(b) regject the application for reasons to be recorded in writing, if it isnot in
accordance with the principles contained in Section 61 of the Act or these
Regulations and direct the applicant to submit arevised forecast takinginto
consderation such factors asthe Commission may deem appropriate.
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156

16

16.1

16.2

16.3

17

171

172

The Commisson shall, in its Order passed under Regulation 15.5 above, specify
the variables comprised in the aggregate revenue requirement and expected
revenue from tariff and charges of the applicant that shall be reviewed by the
Commisson as part of the annual performance review in accordance with
Regulation 17 below:

Provided that such variables shall be limited to the major items of cog andrevente
forecast of the applicant that, in the Commisson’ s opinion, could have amaerid
impact on the cost of supply of electricity to consumersin theSaeove thecontrol
period:

Provided further that the variables, as may be stipulated by the Commissionunder
Regulation 16 below, shall form part of the annual performance review, unless
exempted by the Commission from such review in its Order.

Specific trajectory for certain variables

The Commission may sipulate atrajectory, which may cover one or morecontrol
periods, for certain variables having regard to the reorganization, restruduingand
development of the electricity industry in the Sate.

Provided that the variablesfor which atrajectory may be sipulated induk but are
not limited to, generating station availability, station heat rate, trangmision loses
distribution losses and collection efficiency.

Where the Commission has sipulated atrajectory for certain variables under this
Regulation 16, the norms specifiedin Part E, Part F, Part G or Part H of thee
Regulations, asthe case may be, shall not apply with regard to such variables for
such period asthe trajectory has been so gipulated.

The trajectory sipulated by the Commission in accordance with thisReglétion 16
shall be incorporated by the applicant in his forecast of aggregate revenue
requirement and/ or expected revenue from tariff and charges under Reguation 15.

Annual review of performance

Where the aggregate revenue requirement and expected revenue from tariff and
charges of a Generating Company or Licensee iscovered under a multi-year taiff
framework, then such Generating Company or Licensee, asthe case may be, 4dl
be subject to an annual performance review during the control periodin acoordence
with this Regulation.

The Licensee or Generating Company shall make an application for annual
performance review within the time limit specified in Regulation 9:

Provided that the Licensee or Generating Company, asthe case may be, ahmitto
the Commission information in such form as may be gipulated by theCommision
from time to time, together with the Accounting Satements, extracts of booksof
account and such other details asthe Commisson may require to assesstheressons
for and extent of any variation in financial performance from thegpprovedforecat
of aggregate revenue requirement and expected revenue from tariff and charges.

Provided further that the application for annual performance review shall be
submitted to and dealt with by the Commission in the manner provided in Part B
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173

174

175

176

of these Regulations for submisson of and dealing with an application for
determination of tariff and within the time limit specified in the said Part for ach
application.

The scope of the annual performance review shall be a comparison of the
performance of the Generating Company or Licensee with the approvedforeces of
aggregate revenue requirement and expected revenue from tariff and charges and
shall comprise the following:

(@) acomparison of the audited performance of the applicant for the previows
financial year with the approved forecast for such previousfinancial year;
and

(b) acomparison of the performance of the applicant for the first half of the
current financial year with the approved forecast for the current financial
year.

T he applicant shall submit the information required for the annual performance
review in such form asmay be stipulated by the Commission from time to time.

For the variables stipulated by the Commisson under Regulation 15.6, the
Commission shall carry out a detailed review of performance of the goplicant visa
visthe approved forecast, as part of the annual performance review.

Upon completion of the review under Regulation 17.5 above, the Commision dhal
attribute any variations or expected variations in performance, for variables
gipulated under Regulation 15.6 above, to factors within the control of the
applicant (controllable factors) or to factors beyond the control of the applicant
(uncontrollable factors):

Provided that any variations or expected variationsin performance, for variades
other than those gipulated under Regulation 15.6 above, shall not be reviewedby
the Commission during the control period and shall be attributed entirely to
controllable factors.

Provided however that where the applicant or any interested or affected party
believes, for any variable not stipulated under Regulation 15.6 above, tha thereisa
material variation or expected variation in performance, for any finandd year,on
account of uncontrollable factors, such applicant or interested or dfectedpaty may
apply to the Commission for incluson of such variable, at the Commission’s
discretion, in the review under Regulation 17.5 above for such financial year.

Explanation — for the purpose of these Regulations, the term * uncontrollable
factors’ shall include the following factors which were beyondthe
control of, and could not be mitigated by, the applicant, as
determined by the Commission-

(@) Force Mgjeure Events,

(b) changes in law, judicial pronouncements and Orders of the Central
Government, Sate Government or Commisson;

(c) economy-wide influences, such as unforeseen changes in inflation rate,
market-interest rates, taxesand satutory levies.
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176.1

176.2

17.7

Some illustrative variations or expected variations in the performance of the
applicant which may be attributed by the Commission to uncontrollable factors
include, but are not limited to, the following:

(@ Variation in the cost of power generation and/ or power purchase duetothe
circumgtances specified in Regulation 25;

(b) Variation in the number or mix of consumers or quantities of electricity
supplied to consumers:

Provided that where there is more than one Digtribution Licensee withintheareaof
supply of the applicant, then any variation in the number or mix of conamersorin
the quantities of electricity suppliedto consumerswithin the area servedby twoor
more such Digtribution Licensees shall be attributable to controllable factors

Provided further that where any consumer or category of consumerswithinthearea
of supply of the applicant is eligible for open access under sub-section (3) of
Section 42 of the Act, then any variation in the number or mix of suchconsmers
or quantities of electricity supplied to such eligible consumers shall be attributede
to controllable factors;

Some illustrative variations or expected variations in the performance of the
applicant which may be attributed by the Commission to controllable factors
include, but are not limited to, the following:

(@) Variationsin capital expenditure on account of time and/ or cost overruns/
efficiencies in the implementation of a capital expenditure project not
attributable to an approved change in scope of such project, change in
gatutory leviesor force majeure events,

(b) Variationsin technical and commercial losses, including bad debts;

(c) Variationsin the number or mix of consumersor quantities of electricity
supplied to consumers as specified in the firsgt and second proviso to clause
(b) of Regulation 17.6.1;

(d) Variationsin working capital requirements,

(e) Failure to meet the standards specified in the Sandards of Performance
Regulations, except where exempted in accordance with those Regulations

(f)  Variationsin labour productivity;

(g) Variationsin any variable other than those sipulated by the Commission
under Regulation 15.6 above, except where reviewed by the Commission
under the second proviso to this Regulation 17.6.

A Generating Company or Licensee may, asaresult of additional informationnot
previoudy known or available to him at the time the forecast under Reguéion 15
was developed, apply for a modification in the approved forecast of aggregate
revenue requirement and expected revenue from tariff and charges for the
remainder of the control period, as part of the annual performance review:
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179

17.10

18

181

182

Provided that the Generating Company or Licensee may be allowed a modfication
of the approved forecast under this Regulation not more than once in each control
period.

The Commisson may, asaresult of additional information not previoudy known
or available to the Commission at the time the forecast under Regulation 15 was
developed, if it SO deems appropriate, either suo motu or on an application mackehy
any interested or affected party, modify the approved forecast of egyesgterevenie
requirement and expected revenue from tariff and chargesfor the remainde of the
control period, as part of the annual performance review:

Provided that the Commisson may modify the approved forecast under this
Regulation once in each control period.

The Commisson shall review an application made to it under Regulation 17.7 and
Regulation 17.8 above in the same manner as the original application for
determination of tariff and upon completion of such review, either approve the
proposed modification with such changes as it deems appropriate or reject the
application made for reasonsto be recorded in writing.

Upon completion of the annual performance review, the Commission gdl passan
order recording-

(@) theapproved aggregate gain or lossto the Generating Company or License
on account of uncontrollable factors and the mechanism by which the
Generating Company or Licensee shall passthrough such gainsor lossesin
accordance with Regulation 18;

(b) theapproved aggregate gain or lossto the Generating Company or Licensse
on account of controllable factors and the amount of such gains or such
lossesthat may be shared in accordance with Regulation 19;

(c) theapproved modificationsto the forecast of the Generating Company or
Licensee for the remainder of the control period, if any, under
Regulation 17.9 above.

Mechanism for pass through of gains or losses on account of uncontrollable
factors

T he approved aggregate gain or lossto the Generating Company or Licensee on
account of uncontrollable factors shall be passed through as an adjustment in the
tariff of the Generating Company or Licensee over such period as may begedfied
in the Order of the Commission passed under Regulation 17.10:

Nothing contained in this Regulation 18 shall apply in respect of any gain or los
arisng out of variationsin the price of fuel, which shall be dealt with as specified
in Regulation 82.
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191

192

20

201

Mechanism for sharing of gains or losses on account of controllable factors

T he approved aggregate gain to the Generating Company or Licensee on acoount
of controllable factors shall be dealt with in the following manner:

(a)

(b)

(©)

One-third of the amount of such gain shall be passed on as arebate in taiffs
over such period as may be specified in the Order of the Commission unde
Regulation 17.10;

In case of aLicensee, one-third of the amount of such gain shall be reaned
in a gpecia reserve for the purpose of absorbing the impact of any future
losses on account of controllable factors under clause (b) of Regulation19.2;
and

The balance amount of gain may be utilized at the discretion of the
Generating Company or Licensee.

The approved aggregate lossto the Generating Company or Licensseonacoount of
controllable factors shall be dealt with in the following manner:

(a)

(b)

One-third of the amount of such loss may be passed on as an additional
charge in tariffs over such period as may be specified in the Order of the
Commission under Regulation 17.10; and

T he balance amount of loss shall be absorbed by the Generating Company or
Licensee.

Annual determination of tariff

The Commission shall determine the tariff of a Generating Company or License
covered under a multi-year tariff framework for each financial year during the
control period, at the commencement of such financial year, having regardtothe
following:

(a)

(b)

The approved forecast of aggregate revenue requirement and expected
revenue from tariff and chargesfor such financial year, including approved
modificationsto such forecast; and

Approved gains and losses to be passed through in tariffs, following the
annual performance review.
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PART D: ELECTRICITY PURCHASE AND PROCUREMENT

21

211

22

221

23

231

232

Applicability

The regulations contained in this Part shall apply to electricity purchase and
procurement by a Distribution Licensee from a Generating Company or License
or from any other source through agreement or arrangement for purchaseof power
for digribution and supply within the Sate.

Power procurement guidelines

A Didribution Licensee shall follow the guidelines contained in this Part with
respect to:

(@ Procurement of power under any arrangement or agreement with atermor
duration exceeding one year (i.e. long-term power procurement); and

(b)  Procurement of power under any arrangement or agreement with atermor
duration lessthan or equal to one year (i.e. short-term power procuremen).

Long-term power procurement plan

The Digribution Licensee shall prepare afive-year plan for procurement of power
to serve the demand for electricity in hisarea of supply and submit schplantothe
Commission for approval:

Provided that such long-term power procurement plan shall be an annual rolling
plan and the firg plan period shall commence on April 1, 2006:

Provided further that the long-term power procurement plan shall be submitted
along with the application for determination of tariff, in accordancewith Pat B of
these Regulations.

The long-term power procurement plan of the Distribution Licenseedhdl comprise
the following:

(@) A quantitative forecast of the unrestricted demand for electricity, withinhis
area of supply, from each tariff category over the plan period,

(b)  Anegimate of the quantities of electricity supply from the approvedources
of generation and power purchase;

(c) Sandardsto be maintainedwith regard to quality and reliability of sypply,in
accordance with the Sandards of Performance Regulations;

(d Measures proposed to be implemented as regards energy conservation and
energy efficiency;

(e) Therequirement for new sources of power generation and/ or procuremet,
including augmentation of generation capacity and identified new souroesof
supply, based on (@) to (d) above;

(f)  Theplan for procurement of power including quantities and cost estimates
for such procurement:
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237

Provided that the forecast/ estimate containedin the long-term procurement plan
shall be separately stated for peak and off-peak periods, in terms of quantities of
power procured (in millions of units of electricity) and maximum demand(inMW /
MVA):

Provided further that the forecasts/ estimates shall be prepared for each three-
month period over the plan period:

Provided also that the long-term procurement plan shall be a cost-effective plan
based on available information regarding costs of various sources of supply.

Explanation — for the purpose of this Regulation, the term “ pesk peiod’ shdl meen
such block of three (3) continuous hours during a twenty-four (24)
hour period representing maximum demand for power by the
Digtribution Licensee.

The forecastd esimates shall be prepared usng forecasting techniques based on
past data and reasonable assumptionsregarding the future:

Provided that the forecasts estimates shall take into account factorsauch asoverdl
economic growth, consumption growth of electricity-intensive sectors, advent of
competition in the electricity industry, trends in captive power, impact of loss
reduction initiatives, improvement in generating sation Plant Load Factors and
other relevant factors.

The forecastd esimates submitted to the Commission as part of the long-term
power procurement plan shall be consstent with the forecasts of powe gmneration,
power purchase and demand for electricity prepared and submitted under
Regulation 15.

Where the Commission has sipulated a percentage of the total consumption of
electricity in the area of aDigtribution Licensee to be purchased from cogeneration
and renewable sources of energy, the long-term power procurement plan of such
Digribution Licensee shall include the plan for procurement from such sourcesa
least upto the stipulated level.

T he Commission shall forward a copy of the long-term power procurement plan
submitted by the Distribution Licensee to the Sate Transmisson Utility for
verification of itsconsstency with the tranamission sysem plan for theintradae
transmisson system, prepared in accordance with the Transmisson Open Acoes
Regulations.

Provided that the Didribution Licensee may separately consult the Sate
Transmission Utility at the time of preparation of the longterm powa procuremeant
plan to ensure consstency of such plan with the transmisson system plan.

The Digribution Licensee may, asaresult of additional information not previoldy
known or available to him at the time of submission of the long-term proarement
plan under Regulation 23.1, apply for a modification in the long-term procurement
plan, for the remainder of the control period, aspart of the annual performance
review under Regulation 17:
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239
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Provided that the Digribution Licensee may be allowed a modification of thelong
term power procurement plan under this Regulation not more than once in each
control period.

The Commisson may, asaresult of additional information not previoudy known
or avalable to the Commisson at the time of submisson of the long-term
procurement plan under Regulation 23.1, if it SO deems, either suo motu or onan
application made by any interested or affected party, modify the long-term
procurement plan of the Digribution Licensee, for the remainder of the control
period, aspart of the annual performance review.

Provided that the Commisson may modify the long-term power procremantt plan
under this Regulation not more than once in each control period.

The Commission shall review the long-term power procurement plan of the
Digtribution Licensee, or any proposed modification thereto, and uponsrchreview
being completed, the Commission shall either-

(@) pass an order approving the long-term power procurement plan, or
modificationsthereto, subject to such modifications and conditionsasit may
deem appropriate; or

(b) regject the long-term power procurement plan or application for modfication
thereto, for reasonsrecorded in writing, if such plan isnot in aocordancewith
the guidelines contained in this Part and directing the Distribution License
to submit arevised plan based on such considerations asit may specify:

Provided that the Digtribution Licensee shall be given reasonable opportunity of
being heard before hislong-term power procurement plan isrejected.

Approval of power purchase agreement / arrangement

Every agreement or arrangement for longterm power procurement by a
Digribution Licensee from a Generating Company or Licensee or from other
source of supply entered into after the date of notification of these Regulations
shall comeinto effect only with the prior approval of the Commisson:

Provided that the prior approval of the Commission shall be requiredin aoocordance
with this Regulation 24 in respect of any agreement or arrangement for
procurement of electricity by the Digribution Licensee from a Generating
Company or Licensee or from any other source of supply on a standby basis:

Provided further that the prior approval of the Commission shall alsberegiredin
accordance with this Regulation 24 for any change to an existing arrangement or
agreement for long-term power procurement, whether or not such existing
arrangement or agreement was approved by the Commission.

The Commission shall review an application for approval of power purchase
agreement/ arrangement having regard to the approved long-term power
procurement plan of the Digtribution Licensee and the following factors.

(@ Requirement for power procurement under the approved long-term power
procurement plan;
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(b) Adherenceto atransparent process of bidding in accordance with guidelines
issued by the Central Government;

(c) Adherenceto thetermsand conditionsfor determination of tariff specified
under Part E of these Regulationswhere the process specified in (b) above
has not been adopted,

(d Availability (or expected availability) of capacity in the intra-Sate
transmisson system for evacuation and supply of power procured unde the
agreement/ arrangement;

(e) Needto promote cogeneration and generation of electricity from renendde
sources of energy.

Where the terms and conditions specified under Part E of these Regulations are
proposed to be adopted, the approval of the power purchase agreement betwemna
Generating Company and a Distribution Licensee for supply of electricity froma
new generating station may comprise of two seps, at the discretion of the

applicant:

(@ Approva of aprovisonal tariff, on the bass of an application made tothe
Commission at any time prior to the application made under clause (b)
below; and

(b) Approval of thefinal tariff, on the bass of an application madenct laer then
three (3) monthsfrom the cut-off date.

Short-term power procurement

The Digribution Licensee shall undertake his power procurement during the yeer
in accordance with the power procurement plan for such year approved by the
Commission in accordance with Regulation 76.5 below.

Quibject to the exceptions contained in this Regulation 25, any variation, dringany
quarter of a financial year, in the quantum or cost of power procured and any
procurement from a source other than a previoudy approved source, in excessof
five (5) per cent of the quantum or cost, asthe case may be, of powa prooremeant
for such quarter, as approved by the Commission in the power procueament plan of
the Digribution Licensee, shall be only with the prior approval of theCommisson.

Provided that avariation in the cost of power procured on account of changesinthe
price of fuel, calculated in accordance with Regulation 82, shall not be includedin
determining the need for prior approval of the Commisson under this
Regulation 25.2.

Where there hasbeen a shortfal or failurein the supply of electricity from any
approved source of supply during the financial year, the Distribution Licenssemay
enter into a short-term arrangement or agreement for procureman of power without
the prior approval of the Commission where the tariff for power procured under
such arrangement or agreement is determined in accordance with —.

(@) atrangparent process of bidding in accordance with guidelinesissued by the
Central Government; or

(b) thetermsand conditionscontainedin Part E of these Regulations.
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Notwithstanding anything contained in Regulation 25.2, where theCGommisson hes
notified that a shortage of supply of electricity exists and has fixed aminimumand
maximum ceiling of tariff for sale or purchase of electricity, in pursuance of an
agreement, entered into between a Generating Company and a Licensseor betwen
Licensees, for a period not exceeding one year, the Digribution Licensee may
procure power within such minimum and maximum ceiling of tariff without the
prior approval of the Commisson.

Where the Distribution Licensee seeksto procure power in excess of the gentum
approved by the Commission in his approved power procurement plan under
Regulation 76.5 and expectsto sell such additional power at atariff higherthanthe
cost of supply to the consumer, the Digtribution Licensee may enter into adhort-
term arrangement or agreement for procuring such additional power without the
approval of the Commission.

Where the Distribution Licensee hasidentified a new short-term source of supply
from which power can be procured at atariff that reduces his approvedtotd power
procurement cost, the Distribution Licensee may enter into a short-term power
procurement agreement or arrangement with such supplier without the prior
approval of the Commission.

The Digribution Licensee may enter into a short-term arrangement or agyesmeant
for procurement of power without the prior approva of the Commisson when
faced with emergency conditions that threaten the stahility of the distribution
system or when directed to do so by the Sate Load Despatch Centreto prevent gid
failure.

Within fifteen (15) days from the date of entering into an agreement or
arrangement for short-term power procurement for which prior approval isnot
required, the Digtribution Licensee shall provide the Commission, full details of
such agreement or arrangement, including quantum, tariff calculations, duration,
supplier details, method for supplier selection and such other details as the
Commission may require with regard to such agreement/ arrangement to asesstha
the conditions specified in this Regulation 25 have been complied with:

Provided that where the Commission has reasonable groundsto believe that the
arrangement or agreement entered into by the Digribution Licensee doesnot mest
the criteria specified in Regulation 25.3 to Regulation 25.7 above, theCommision
may disallow any increase in the total cost of power procurement (net of addtiond
revenue) over the approved level arisng therefrom or any lossincurred by the
Didgribution Licensee as a result, from being passed through to consumersas an
adjustment in tariffs.

Qbject to the cases specified in Regulation 25.3 to Regulation 25.7 above, whee
the Digribution Licensee entersinto any agreement or arrangement for sort-tem
power procurement without the approval of the Commisson, any increase inthe
total cost of power procurement (net of additional revenue) over thegoprovedlevd
arisng therefrom shall be deemed to be avariation in performance attributable
entirely to controllable factors.
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Applicability

The regulations specified in thisPart E shall apply in determining the tariff for
supply of electricity to a Digribution Licensee from conventional sources of
generation:

Provided that determination of tariff for supply of electricity to a Distribution
Licensee from non-conventional sources of generation shall be in accordmncewith
such terms and conditions as gipulated in relevant Orders of the Commission.

The Commisson shall be guided by the terms and conditions contained inthisPat
in determining the tariff for supply of electricity by a Generating Company to a
Digribution Licensee in the following cases:

(@ where such tariff ispursuant to a power purchase agreement or arrangament
entered into subsequent to the date of notification of these Regulations; or

(b) where such tariff ispursuant to a power purchase agreement or arrangement
entered into prior to the date of notification of these Regulations and the
Commission hasnot previoudy approved of such agreement/ arrangeament or
adopted the tariff contained therein; or

() where such tariff ispursuant to a power purchase agreement or arrangament
which is the subject of a review by the Commisson under Regulation O
above; or

(d wherethe Digtribution Licensee is engaged in the business of generation of
electricity, in determining the transfer price at which electricity is supplied
by the Generation Business of the Digtribution Licensee to his Retail Spply
Business.

Provided that the Commisson may deviate from the norms containedinthisPat or
specify alternative norms for particular cases, where it so deems appropriate,
having regard to the circumstances of the case:

Provided that the reasonsfor such deviation shall be recorded in writing:

Provided further that in case of an existing generation station, the Commission
shall determine the tariffs having regard to the historical performance of such
generating station and reasonable opportunities for improvement in paformance if
any.

Notwithstanding anything contained in thisPart E, the Commisson hl adopt the
tariff if such tariff has been determined through transparent process of biddingin
accordance with the guidelinesissued by the Central Government.
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Tariff determination

Tariff in respect of a generating station under these Regulations shall be
determined stage-wise, unit-wise or for the whole generating sation. Theterms
and conditionsfor determination of tariff for generating stations specified in this
Part shall apply in like manner to stages or units, asthe case may be, asto
generating stations.

Where the tariff isbeing determined for stage or unit of a generating gation, the
Generating Company shall adopt areasonable bassfor allocation of capital cost
relating to common facilities and alocation of joint and common costs acrossdl
stages or units, asthe case may be:

Provided that the Generating Company shall maintain an Allocation Satement
providing the basisfor allocation of such costs and submit such statement to the
Commission along with the application for determination of tariff under Pat Bof
these Regulations.

In relation to multi-purpose hydroelectric projects, with irrigation, flood control
and power components, the capital cost chargeable to the power component of the
project only shall be considered for determination of tariff.

Components of tariff

Tariff for sale of electricity from athermal power generating station shdl comprise
of two parts, namely, the recovery of annual fixed charges and energy charges.

Tariff for sale of electricity from a hydro power generating station shall comprie
of two-parts, namely, recovery of annual capacity charge and energy charges.

Provided that the annual capacity chargesfor a hydro power generating station
shall be computed in accordance with the following formula:

Annual Capacity Charges = (Annual Fixed Charge- Energy Charge)

Provided further that the Energy Charge shall not exceed the Annual FixedChage
under these Regulations.

The annual fixed charges of a thermal generating station or of a hydro power
generating station, asthe case may be, shall consig of recovery of the following

(@) Return on equity capital;
(b) Income-tax;
(c) Interest on loan capital;

(d Depreciation, including Advance Againgt Depreciation, and amortization of
intangible assets,

(e) Operation and maintenance expenses, and

(f) Interest on working capital.
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The energy charges, in case of thermal generating station, shall cover fud cog and
shall be computed as specified in Regulation 35.1

The energy charges, in case of hydro generating station, shall be computed as
specified in Regulation 35.2

Multi-year tariffs

The Commisson may specify atrajectory under Regulation 16 for catan normsof
operation for agenerating station, for a Generating Company and/or for aLicensse
in respect of his Generation Business.

Provided that the Commission shall have regard to the provisions of any power
purchase agreement or arrangement in specifying such trajectory:

Provided further that where the Commisson has stipulated a trajectory under
Regulation 16, then the norms specified under this Part shall not apply for such
variables as may be covered under such trajectory for the period covered by such
trajectory.

Capital cost

Sbject to prudence check by the Commisson, the actual expenditure incurredon
completion of the project shall form the basisfor determination of theorignd cog
of project. Theoriginal cos of project shall be determined based on thegpproved
capital expenditure actually incurred up to the date of commissioning of the
generating station and shall include capitalised initial spares subject to following
ceiling norms as a percentage of the original cost ason the cut-off date:

(i)  Coal-based/lignite-fired generating stations - 2.5%
(i)  GasTurbine/Combined Cycle generating stations - 4.0%
(ili) Hydro power generating stations - 1.5%

Provided that where the power purchase agreement entered into between the
Generating Company and the Disgtribution Licensee provides a ceiling of actual
expenditure, the original cost of project shall not exceed such ceiling for the
purpose of these Regulations.

Provided further that in case of the existing generating stations, the actud orignd
cost of project recorded in the books of account of the Generating Company,
subject to prudence check by the Commission, shall be considered asthe original
cost of project for the purpose of these Regulations.

Additional Capitalisation: The following capital expenditure within the original
scope of work actually incurred after the date of commissioning and up to theat
off date may be alowed by the Commisson for incluson in the original cost of
project, subject to prudence check:

(i) Deferred liabilities

(ii) Worksdeferred for execution;
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(iii) Procurement of initial capital sparesin the original scope of work, aljed to
ceiling specified in Regulation 30.1;

(iv) Liabilitiesto meet award of arbitration or for compliance of the order or
decree of acourt; and

(v)  On account of changein law.

Provided that original scope of work alongwith estimates of expenditure shallbe
submitted along with the application for determination of tariff:

Provided further that a list of the deferred liabilities and works deferred for
execution shall be submitted along with the application for determination of taiff
after the date of commissoning of the generating station.

T he capital expenditure of the following nature actually incurred after the at-off
date may be allowed by the Commission for incluson in the original cost of
project, subject to prudence check:

(i) Deferred liahilities relating to works/services within the original scope of
work;

(i) Liabilities to meet award of arbitration or for compliance of the order or
decree of acourt;

(iii)  On account of changein law,

(iv) Any additional workg/'services which have become necessary for efficient
and successful operation of the generating station, but not included in the
original project cog; and

(v) Deferred worksrelatingto ash pond or ash handling system in the original
scope of work.

Any expenditure on other items/assets, not being generating assets, including, bt
not limited to, normal tools and tackles, personal computers, furniture, air-
conditioners, voltage sabilizers, refrigerators, fans, coolers, TV, washing
machines, heat-convectors, etc. bought after the cut-off date may be capitalised
with the prior approval of the Commisson:

Provided that the approval of the Commission under this Regulation 304 dhdl not
be required where the aggregate expenditure on such assetsin any financial year
does not exceed Rupees Ten (10) crores.

Impact of additional capitalisation in tariff revison may be considered by the
Commission twice in atariff period, including revison of tariff after the cut-off
date.
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Any expenditure on replacement, renovation and modernization or extenson of life
of old fixed assets shall be consdered after writing off the gross value of any arth
replaced assets from the original capital cost:

Explanation — for the purpose of these Regulations, the term renovation and
modernization shall have the same meaning asin Section 801A of
the Income-tax Act, 1961.

The provisons of the Satements of Accounting Sandards (ASLO): Acoountingfor
Fixed Assets of the Ingitute of Chartered Accountants of India shall apply,tothe
extent not inconsstent with these Regulations, in determining the original cog of
the project.

Theimpact of any foreign exchange rate variation on aforeign curency loanteken
to finance a project shall be treated in accordance with the Satements of
Accounting Sandard (AS11): Accounting for the Effects of Changesin Foreign
Exchange Rates of the Ingtitute of Chartered Accountants of India:

Provided that the actual or normative loan capital determined as per Regdation 31
and Regulation 32 of these Regulations shall be conddered for incluson in the
above.

T he approved capital expenditure of the project shall be considered as theorignd
cost of such project for the purpose of these Regulations.

The amount of capital expenditure shall be assumed to have been incurred evenly
during the year for the purpose of these Regulations.

Debt-equity ratio

Exising generating sations

For the purpose of these Regulations, the amount of loan capital and eqity capitd
shall be calculated asfollows:.

(@ The amount of loan capital shall be equal to the sum of the outstanding
balance of all long-term loanstaken to finance the purchase or condrnution
of the generating station, at the commencement of the financial year for
which tariff isbeing determined, asreflected in the books of account of the
Generating Company;

(b) Theamount of equity capital shall be equal to-

(i) equity capital asat April 1, 2004 as determined by the Commission in
accordance with the Explanation below; plus

(i) equity component of approved capital expenditure for thefinanad year
ending March 31, 2005:

Provided that in case of a Generating Company formed as a result of atransfer
scheme under Section 131 of the Act, the date of the said transfer scheme ddl be
the effective date instead of April 1, 2004 for determination of equity capitd under
clause (b) above.
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Explanation — for the purpose of this Regulation, equity capital shall be the sum
total of paid-up equity capital, preference share capital, fully /
compulsorily convertible debentures (or other financial indruments
with equivalent characterigtics), foreign currency convertidebonds
share premium account and any reserves, available for distrilition
as dividend or for capitalization by way of issue of bonus shares,
which have been invested in the Generation Business. T heamount
of any grant, revaluation reserve, development reserve cortingancy
reserve and contributions from customers shall not be included in
the equity capital. The amount reflected in the books of account as
deferred tax liability or deferred tax asset of the Generation
Business shall be added or deducted, asthe case may be, from the
amount of equity capital.

New generating sations

Any generating station commissioned on or after the date of notification of thee
Regulations shall be assumed to be financed at a normative debt:equity ratio of
70:30.

A Generating Company that has achieved financial closure in respect of anew
generating station prior to the date of notification of these Regulationswith a
debt:equity ratio lessthan 70:30 may apply to the Commission for exemption from
Regulation 31.2.1 along with reasonstherefor:

Provided that the Commisson may exempt such generating station from the
normative debt:equity ratio if it believesthat the application of Regldaion31.2.1is
likely to adversely affect the commissoning schedule of such generating station
and thereby, the cost and/ or quantity of electricity suppliedto consumers.

Renovation, modernization and replacement

Any approved capital expenditure incurred on renovation, modernization,
replacement or extenson of life of existing generating assets on or after
April 1, 2005 shall be assumed to be financed at a normative debt:equity ratio of
70:30:

Other fixed assets

Any approved capital expenditure incurred on purchase of other fixed assets(not
being generating assets) on or after April 1, 2005 shall be assumed to be finanoed
at anormative debt:equity ratio of 70:30.

The Commission may, if it deems appropriate, allow arelaxation in theddt:eqity
ratio norm gspecified in this Regulation 31 where the applicant reasonably
demongratesinability to raise loan capital, up to the specified norm, deto market
congraints, corporate/ group exposure norms of lendersor smilar factors:

Provided that the Commission shall give any interested or affected party the
opportunity to make representations before approving a relaxation in the
debt:equity ratio norm under this Regulation 31.5.
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33.1.1

Loan repayment schedule

The repayment schedule for the loan capital of exising generating stations
calculated under Regulation 31.1 above shall be in accordance with the loan
agreements.

The loan capital calculated usng the normative debt:equity ratio under
Regulation 31.2, Regulation 31.3 and Regulation 31.4 above shall be asamedtobe
repaid each year based on a normative repayment schedule:

Provided that the amount of such normative repayment for ayear shall beeqdto
the amount of depreciation on the fixed asset to which such loan relates:

Provided further that where the outstanding normative loan balance islesthanthe
amount of normative loan repayment calculated as above, the repayment shdl be
assumed to be equal to the outstanding normative loan balance and no further
amount shall be permitted on account of such loan:

Provided also that all normative repayments are assumed to be made on Sptember
30" of each financial year.

Where, in respect of a generating sation, the actual amount of loan repayment in
any financial year exceeds the amount of depreciation alowable under
Regulation 34.4.1, the Generating Company shall be allowed an advance against
depreciation for the difference between the actual amount of such repayment and
the allowable depreciation in respect of such generating station, for such finandd
year:

Provided also that such advance againgt depreciation shall be restricted to 1/10" of
the principal amount of loans minusthe amount of depreciation allowable under
Regulation 34.4.1.:

Provided also that the amount of loan repayment, calculated in accordance with
Regulation 32.1 and Regulation 32.2 above shall be assumed to be increasedby the
amount of such advance againgt depreciation availed by the Generating Company:

Provided also that upon repayment of the entire loan amount, the origind cod of
the fixed asset shall be reduced by the aggregate of accumulated depreciation and
advance againgt depreciation availed by the Generating Company and the reaiting
depreciable value shall be spread over the balance useful life of the fixed asset.

Norms for operation

T hermal generating stations

Availability

(@) Target availability for full recovery of annual fixed charges shall be 80 per
cent

(c) Target Plant Load Factor for incentive in accordance with Regulation 37
shall be 80 per cent
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(@) Coal-based generating stations

With cooling | Without cooling
tower tower
(i) 200 MW series 9.0% 8.5%
(ii)) 500 MW series
Seam driven boiler feed pumps 7.5% 7.0%
Electrically driven boiler feed pumps 9.0% 8.5%

(b) GasTurbine/Combined Cycle generating stations

(i) Combinedcycle : 3.0%

(i) Open cycle : 1.0%

(c) Lignite-firedthermal power generating sations

The auxiliary energy consumption norms shall be 0.5 percentage point more
than the auxiliary energy consumption norms of coal-based generatinggations
oecifiedin clause (a) of Regulation 33.1.2 above.

Note:

During stabilization period, normative auxiliary consumption shall be reckoneda
0.5 percentage point more than the normsindicated at (a), (b) and (c) above.

331.3 Grosssation heat rate

() Grossgation heat rate for coal-based generating stations

200/210/250 MW sets

500 MW and above sets

During stabilization | 2600 kCal/kWh
period

2550 kCal/kWh

Subsequent period | 2500 kCal/kWh

2450 kCal/kWh

Note 1:

In respect of 500 MW and above units where the boiler feed pumps are
electrically operated, the gross station heat rate shall be 40 kCal/kWh lower
than the gation heat rate indicated above.

Note 2:

For generating stations having combination of 200/210/250 MW stsand500
MW and above sets, the normative gross sation heat rate shall be the

weighted average sation heat rate.
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(b)  For lignite-fired generating stations, the gross station heat rates specified
under clause (@) above for coal-based generating stations shall be corrected
using multiplying factors as given below:

(i)
(i)
(iii)
(iv)

For lignite having 50% moisture: Multiplying factor of 1.10
For lignite having 40% moisture: Multiplying factor of 1.07
For lignite having 30% moisture: Multiplying factor of 1.04
For other values of moisture content, multiplying factor shall be pro-
rated for moisture content between 30-40 and 40-50 depending upon

the rated values of multiplying factor for the respective range given
under sub-clauses (i) to (iii) above.

(c) Grossgation heat rate for gasturbine/combined cycle generating stations

Advanced Class E/EA/EC/E2 Class
Machines Machines
Open cycle 2685 kCal/kWh 2830 kCal/lkWh
Combined cycle 1850 kCal/kWh 1950 kCal/kWh

(d Grossgation heat rate for small gasturbine generating sations

Advanced Class E/EA/EC/E2 Class
Machines Machines
Open cycle 3125 kCal/kWh 1.02x3125 kCa/kWh
Combined cycle 2030 kCal/kWh 1.02x2030 kCal/kWh

33.1.4 Scondary fuel oil consumption

(@ Coal-based generating stations:

During stabilization period Subsequent period
4.5 ml/kWh 2.0 ml/kWh
(b) Lignite-fired generating stations:

During stabilization period

Subsequent period

5.0 ml/kWh

2.5 ml/kWh
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Sabilisation period

Sabilization period shall be reckoned from the date of commissioning asfollons
namely:

(@) Coal-based and lignite-fired generating stations - 180 days
(b) Gasturbine/combined cycle generating stations - 90 days

Trangt losses

(@ Trangt lossesfor coa based generating stations, as a percentage of quentity
of coal digpatched by the coal supply company during the month, shdlbeas

given below:
(i) Pit head generating stations - 0.3%
(i) Non-pit head generating stations - 0.8%

Hydro power generating stations

Normative capacity index for recovery of annual fixed charges
(@) Duringfirg year after commissioning of the generating gation
(i) Purely Run-of-river power stations - 85%
(i) Soragetype and Run-of-river power sationswith pondage - 80%
(b) After firs year after commissioning of the generating sation
(i) Purely Run-of —river power stations - 90%
(i) Soragetype and Run-of-river power stationswith pondage - 85%
Note:

There shall be pro rata recovery of annual fixed chargesin case the generating
gation achieves capacity index below the prescribed normative levels. At Zero
capacity index, no fixed charges shall be payable to the generating station.

Auxiliary Energy Consumption

(@) Surface hydro electric power generating stations with rotating exciters
mounted on the generator shaft - 0.2% of energy generated

(b) Surface hydro electric power generating stationswith static exataiong/gem
- 0.5% of energy generated

(c) Underground hydro electric power generating stationswith rotating exdtes
mounted on the generator shaft - 0.4% of energy generated

(d  Underground hydro electric power generating stationswith static excitation
sysem - 0.7% of energy generated

Transformation losses (hydro power generating stations)

From generation voltage to transmisson voltage - 0.5% of energy generated.
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Calculation of annual fixed charges
Return on Equity

Return on equity capital shall be computed on the equity capital determinedin
accordance with Regulation 31 at the rate of 14 per cent per annuminIndan Rpee
terms.

Income-tax

Income-tax on the income of the Generating Business of the GeneratingCompany
shall be allowed for inclusion in the annual fixed charges:

Provided that any change in such income-tax liability on account of assessment
under the Income-tax Act, 1961, as certified by the statutory auditors, shall be
allowed to be adjusted each year in the annual fixed charges:

Provided further that any change in such income-tax liability on acoount of change
in income of the Generating Business of the Generating Company from the
approved forecast shall be attributed to the same controllable or uncontrollable
factors as have resadted in the change in income and shall be deat with
accordingly:

Provided further that the generating sation-wise profit before tax asetimatedfora
financial year in advance shall congitute the bass for the digribution of the
corporate tax liability to all generating stations of a Generating Company:

T he benefits of any income-tax holiday, credit for unabsorbed losses or unaborbed
depreciation shall be taken into account in calculation of the incometax ligility of
the generating station of the Generating Company:

Provided that where such benefits cannot be directly attributed to a generating
gation, they shall be allocated across the generating stations of a Generating
Company in the proportion of the generating station-wise profit before tax.

Interest on loan capital

Interest on approved loan capital for existing generating stations cal culatedund
Regulation 31.1 above shall be allowed, based on the approved interest raeandthe
repayment schedules of such loans.

Interet on normative loan capital, calculated under Regulation 31.2,
Regulation 31.3 and Regulation 31.4 above shall be allowed, based on the
approved interest rate and the normative repayment schedule in accordance with
Regulation 32 above:

T he provisons of the Satements of Accounting Sandard (AS16): BorrowingCods
of the Ingitute of Chartered Accountants of India shall apply, to the extent not
inconsistent with the provisonsof these Regulations, in determination of theinteret
on loan capital.
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The Commisson shall allow taxes on interest, commitment charges, finance
charges and any exchange rate difference arisng from foreign currency
borrowings, to the extent recognized asinterest cost in the books of acoount of the
Generating Company.

Depreciation, including Advance Against Depreciation

Depreciation

For the purpose of tariff, depreciation shall be computed in the followingmanne,
namely:

(i)  Thevalue base for the purpose of depreciation shall be the original cost of
the asset as approved by the Commisson in accordance with Regulation 30;

(i)  Depreciation shall be calculated annually, based on straight line method at
theratesprovidedin the Annexure - | to the Regulation:

Provided that the residual life of the asset shall be considered as 10 per cent and
depreciation shall be allowed up to maximum of 90 per cent of the origind cog of
the asset:

Provided further that land isnot a depreciable asset and its cost shall be excluded
from the original cost for the purpose of calculation of depreciation:

Provided also that the provisonsof the Satements of Accounting Sandrds(AD):
Depreciation Accounting of the Ingtitute of Chartered Accountants of India dul
apply to the extent not inconsstent with these Regulations.

Advance Againgt Depreciation

In addition to depreciation, the Generating Company shall be entitled to Advance
Againg Depreciation, calculated in the manner given in Regulation 32.3 above.

T he Generating Company shall be permitted to recover amortisation of intangde
assets upto such level asmay be approved by the Commission.

Explanation — for the purpose of this Regulation, the term “ intangible asts’ dhal
mean such pre-operative and promotional expenditure incurred in
cash and shown as a debit in the capital account of the Generating
Company ashasfairly arisen in promoting the Generation Busnes
and shall exclude any amount paid or otherwise accounted as
goodwill.

Interest on Working Capital

(@ In case of Coal based/ oil-based/ lignite-fired generating sations, working
capital shall cover:

(i) Cost of coa or lignite for one and a half months for pit-head
generating stations and two months for non-pit-head generating
gations, corresponding to target availability;

(ii)  Cost of oil for two months corresponding to target availability;
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(iii)

(iv)
(V)
(vi)

(vii)

Cog of secondary fuel oil for two months corresponding to target
availability;

Operation and Maintenance expenses for one month;

Maintenance spares @ 1 per cent of the hisorical cost; and
Receivablesfor sale of electricity equivalent to two monthsof theam
of annual fixed charges and energy charges calculated on target
availability; minus

Payablesfor fuel (including oil and secondary fuel oil) to the extent of
one month of the cost of fuel calculated on target availahility.

(b) In case of Gas Turbine/Combined Cycle generating stations, working capitd
shall cover:

(i)

(i)

(iiil)
(iv)
(V)

(vi)

Fuel cost for one month corresponding to target availability dly teking
into account the mode of operation of the generating daion on gesfud
and/ or liquid fuel;

Liquid fuel stock for fifteen (15) days corresponding to target
availahility;

Operation and maintenance expensesfor one month;

Maintenance sparesat 1 per cent of the historical cost; and
Receivablesfor sale of electricity equivalent to two monthsof theam
of annual fixed charges and energy charges calculated on target

availability, minus

Payables for fuel (including liquid fuel stock) to the extent of one
month of the cost of fuel calculated on target availability.

(c) In caseof hydro power generating stations, working capital shall cover:

()
(i)
(iii)

Operation and maintenance expensesfor one month;
Maintenance sparesat 1 per cent of the hisorical cost; and

Receivables for sale of electricity equivalent to two months of the
annual fixed charges calculated on normative capacity index.

(d In case of own generating stations, no amount shall be allowed towards
receivables, to the extent of supply of power by the Generation Businessto
the Retail Supply Business, in the computation of working capital in
accordance with these Regulations.

(e) Rateof interest on working capital shall be on normative basis and shall ke
equal to the short-term Prime Lending Rate of Sate Bank of Indiaasonthe
date on which the application for determination of tariff is made.
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346.1

346.2

Operation and Maintenance Expenses

Exiging generating sations

(a)

(b)

(©)

The operation and maintenance expenses including insurance shall be
derived on the basis of the average of the actual operation and maintenance
expensesfor the five (5) yearsending March 31, 2004, based on the adted
financial statements, excluding abnormal operation and maintenance
expenses, if any, subject to prudence check by the Commission.

T he average of such operation and maintenance expenses shall beconddered
as operation and maintenance expenses for the financial year ended
March 31, 2002 and shall be escalated at the rate of 4 per cent peaanumto
arrive at operation and maintenance expenses for the base year commendng
April 1, 2005.

T he base operation and maintenance expenses for each subsequent year dl
be escalated at the rate of 4 per cent per annum to arrive at permissble
operation and maintenance expenses for such financial year.

Provided that in case, an existing generating station has been in operation forles
than five (5) years as at April 1, 2004, the average shall be computed for such
shorter period for which such generating sation wasin operation and suwchaverage
shall be treated as the operating and maintenance expense for the base year
commencing April 1, 2004. T he operation and maintenance expensesfor any
subsequent financial year shall be computed in accordance with clause (c) above.

New generating stations

(a)

Thermal generating sations
(i) Coal-based generating stations

200/210/250 MW sets : Rs. 10.82 lakh/ MW
500 MW and above sets : Rs. 9.73 lakh/MW
Note:

For the generating stations having combination of 200210250 MW sts
and 500 MW and above set, the weighted average value for operation
and maintenance expenses shall be adopted.

(i)  Gas Turbine/Combined Cycle generating stations other than small gas

turbine power generating stations
With warranty spares of 10 years ; Rs. 5.41 lakh/MW
Without warranty spares ; Rs. 8.11 lakh/MW

(iii)  S9mall gasturbine power generating stations.  Rs. 9.84 lakh/MW
(iv)  Lignite-fired generating stations : Rs. 10.82 lakh/MW

T he above operation and maintenance expense norms are for the baseyear
commencing April 1, 2005, which shall be escalated at the rate of 4 per oat
per annum to arrive at permissible operation and maintenance expensesfor
therelevant year of tariff period.
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351

(b)

Hydro power generating Sations

T he base operation and maintenance expenses shall be fixed at 1.5 per cat
of the approved original cost of the project, in the year of commissoning
and shall be escalated at arate of 4 per cent per annum for the subsequent
years.

Energy charges

T hermal generating stations

(a)

Where,

Energy charges shall cover fuel costs and shall be worked out on the badsof
ex-bus energy sent out corresponding to scheduled generation as per the
following formula

Energy Charges (Rs) = Rate of Energy Chargesin RYkWh X Ex-bus enagy
sent out corresponding to scheduled generation for the month in kWh

Where,
Rate of Energy Charges (REC) shall be the sum of the cost of normative

guantities of primary and secondary fuel for one-kWh of ex-bus energy snt-
out corresponding to scheduled generation and shall be computed as under:

100{P, X (Qp)n + Psx (QJn} (RekWh)

REC =
(100-(AUX,))
P, = Landed cos of primary fuel namely coal or lignite or gas or
liquid fuel in R¥Kg or Rycubic-metre (m®) or Rs/litre, asthe
case may be

(Qu)n = Quantity of primary fuel required for generation of onekWhof
electricity at generator terminalsin Kgor litre or m®, asthecae
may be, and shall be computed on the basis of normative Gros
Sation Heat Rate (less heat contributed by secondary fud oil for
coal/lignite based generating stations) and gross calorific value
of coadl/lignite or gasor liquid fuel asfired

Ps = Landed cos of Secondary fuel oil in Rs./ml

(Q)n= Normative Quantity of Secondary fuel oil in mlI/kWh as per
Regulation 33.1.4, asthe case may be, and

AUX,= Normative Auxiliary Energy Consumption as percentage of
gross generation as per Regulation 33.1.2, asthe case may be.
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352.1

36

36.1

(b)

(©)

Adjustment of rate of energy charge (REC) on account of variation inprice
or heat value of fuels

Initially, gross calorific value of coal/lignite or gas or liquid fuel shall be
taken as per actuals of the preceding three months. Any variation shall be
adjusted on month to month basis on the bass of gross calorific value of
coal/lignite or gasor liquid fuel received and burnt and landed cost incurred
by the Generating Company for procurement of coal/lignite, oil, or gasor
liquid fuel, as the case may be. In case of any dispute, an appropriate
application in accordance with the Conduct of Business Regulations shall be
made before the Commission.

Landed Cost of fuel

The landed cost of fuel shall include price of fuel corresponding to the
grade/quality of fuel inclusve of royalty, taxes and duties as applicable,
trangportation cost by rail/ road/ pipeline or any other means, and, for the
purpose of calculation of energy charges, shall be arrived at after conddaing
trangt losses as per Regulation 33.1.6

Hydro power generating sations

Energy Charges

(a)

(b)

(©)

Energy charges shall be worked out on the basis of paise per kWhraeonex-
bus energy scheduled to be sent out from the hydro power generatinggetion.

The energy rate for ahydro power generating station shall be such rate as
may be notified by the Commission from time to time, based on the price/
variable cog of the least-cost available alternative source of power if such
hydro power generating station was not to be despatched in accordancewith
the final despatch schedule of the Sate Load Despatch Centre.

The energy charge shall be computed in accordance with the following
formula

Energy Charge = Saleable Energy x Energy Rate

Charges for unscheduled interchange

The generating station may be entitled to receive or shall be requiredto beer, asthe
case may be, the charges for deviations between energy sent-out correspondngto
scheduled generation and actual energy sent-out, in accordance with the Bdandng
and Settlement Code, as may be published by the Sate Load Despatch Centreand
approved by the Commisson:

Provided that the rate for determination of such charges shall be as notifiedby the
Commisson from time to time.
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372

38

381

382

39

391

40

40.1

Incentive
Thermal generating sations

Incentive shall be payable at a flat rate of 25.0 paise/lkWh for ex-bus scheduled
energy corresponding to scheduled generation in excess of ex-bus energy
corresponding to target Plant Load Factor.

Hydro power generating sations

(@ Incentive shall be payable in case of all generating stations, includingin case
of new generating gationsin thefirs year of operation, when the capadty
index (C) exceeds 90 per cent for purely run-of-river power generating
gations and 85 per cent for run-of-river power station with pondage or
storage type power generating stations and incentive shall accrue up to a
maximum capacity index of 100 per cent.

(b) Incentive shall be payable to the generating company in accordancewiththe
following formula:

Incentive = 0.65 x Annual Fixed Charge x (Cl, — Cl)/100
(If incentive isnegative, it shall be set to zero.)

Where, Cl, isthe Capacity Index achieved and Cl isthe normaivecgoaaty
index whose values are 90 per cent for purely run of theriver hydro power
generating stations and 85 per cent for pondage/storage type hydro power
generating stations.

Rebate / Late payment surcharge

For payment of hills through a letter of credit on presentation, the Generating
Company and Digtribution Licensee may mutually agree to a maximum rebate of
2 per cent of the hill amount. If the payments are made within one week of
presentation of the hill, the Generating Company and Distribution Licensee may
mutually agree to a maximum rebate of 1.25 per cent of the bill amount.

In case the payment of billsis delayed beyond a period of two (2) monthsfromthe
date of hilling, alate payment surcharge at the rate of 1.25 per omt pa month shdl
be allowed to be levied by the Generating Company.

Billing and payment of charges

Billing and payment of charges shall be done on amonthly basis.

Demonstration of Declared Capacity

T he Generating Company may be required to demongrate the declared cgpedty of
its generating gation as and when required by the Sate Load Despatch CentreIn
the event the Generating Company failsto demonstrate the declared capadty, the
fixed charges due to the Generating Company shall be reduced as a measure of
penalty.
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40.2

403

404

41

411

412

T he quantum of penalty for the first mis-declaration for any durationtodk inacey
shall be the charges corresponding to two days fixed charges. For the second mis
declaration the penalty shall be equivalent to fixed chargesfor four daysand for
subsequent mis-declarations, the penalty shall be multiplied in the same
geometrical progresson asper the Order of the Commission.

Where the declared capacity of the generating station is on the lower sde and
actual generation is more than the declared capacity, then any charges for
unscheduled interchange due to the Generating Company on account of suchextra
generation shall be reduced to zero and the amount shall be credited to theaccount
of the Digtribution Licensee in proportion to the share of the Digtritution Licensse
in the ingtalled capacity of such generating station.

T he operating log books of the generating station shall be available for reviewby
the Commission.

Deemed generation

In case of reduced generation by a hydro power generating station on account of
reasons beyond the control of the generating station or on account of non-
availability of Transmisson Licensee'stransmission linesor on receipt of backing
down ingtructions from the Sate Load Despatch Centre resulting in spillage of
water, the energy charges on account of such spillage shall be payable to the
Generating Company.

Energy charges on the above account shall not be allowable if the energy gmneraed
during the year isequal to or more than the design energy.
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PART F: TRANSMISSION

42

421

422

43

431

432

432.1

Applicability

Theregulations contained in this Part shall apply in determining tariffs foracoes
to and use of the intra-Sate transmisson sysem of a Transmisson Licensee
pursuant to a Bulk Power Transmission Agreement or other arrangement entered
into with a Transmission System User on or after the date of notificationof thee
Regulations.

Provided that the Commisson may deviate from the norms contanedinthisPart or
gipulate alternative norms for particular cases, where it so deems appropriate,
having regard to the circumstances of the case:

Provided further that the reasonsfor such deviation shall be recorded in writing:

Provided further that in case of an existing transmisson system, the Commision
shall determine the tariffs having regard to the historical performance of such
transmisson sysem and reasonable opportunities for improvemen in paformance
if any.

The Commisson shall be guided by the terms and conditions contained inthisPat
in gpecifying the rates, charges, terms and conditions for use of intervening
transmission facilities pursuant to an application made in thisregard by alicense
under the proviso to Section 36 of the Act.

Components of tariff

The transmisson charges for access to and use of the intra-Sate transmisson
gystem of a Transmission Licensee shall comprise the following:

(@) transmisson system access charges, and
(b) annual transmisson charges.

Transmisson system access charges

Any person who is eligible to apply for access to the intra-Sate transmisson
sysem of a Transmisson Licensee shall be entitled to obtain such accessin
accordance with the T ransmisson Open Access Regulations and shall be liable to
pay the chargesfor obtaining such access as specified in this Regulation.

Explanation - For the purpose of this Regulation, such person who, being eligide
for transmission open access, has applied for allocation of trangmision
capacity rights and has agreed to the carrying out of works for
obtaining such access shall hereinafter be referred to asthe “ intendng
Transmisson ystem User”, and may include an exigting T rangmision
Sysem User in respect of any increase in allocated transmission
capacity rightsapplied for by such exigting user.
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432.2

432.3

432.4

432.5

432.6

432.7

Where the access of theintending Transmisson Sysem User to theintra-Sate
transmisson system entails works of transmission lines or other trangnision asets
dedicated to such user, the Transmisson Licensee shall be entitled to recover,
through the transmisson system access charges, al expensesreasonably incurred
on such worksfor providing accessto such intending T ransmisson System User.

Where the access of the intending T ransmisson System User entails other works
not covered under Regulation 43.2.2, relating to the intra-Sate transmisson
system, the Transmission Licensee shall recover the expenses relating to such
works through annual transmisson charges, in accordance with Regulation 43.3
below:

Provided however, that the Transmisson Licensee and the intending Trangmision
System User may mutually agree that the expensesincurred on works under this
Regulation 43.2.3 shall be recovered from the intending T ransmission §/gem Usr
through transmission system access charges, in which case such expenses shdl not
be recovered through annual transmission charges.

Where any works for obtaining access has been carried out by the intending
Transmisson System User, the Transmisson Licensee shall be entitled to recover
supervison chargesat therate of 15 per cent of the cost of labour employed for
carrying out such works and shall not be entitled to recover any other expenses
with regard to such works carried out by the intending T ransmission System Us.

The works for providing access to the intra-Sate transmisson system shall be
maintained by the Transmisson Licensee for the duration of the Bulk Power
Transmisson Agreement between the Transmisson Licensee and theTrangmision
System User:

Where the Transmisson System User has paid for the works carried out to provice
him accessto theintra-Sate tranamission sysem of the T ransmision Licenseg the
Transmisson System User shall be entitled to the depreciated value of suchworks
paid for by him upon termination of the Bulk Power Transmisson Agreement:

Provided that where the Transmisson System User has carried out the worksto
provide him access to the intra-Sate transmisson system of the Transmisson
Licensee, the Transmisson System User shall be entitled to retain suchworksuypon
termination of the Buk Power Transmisson Agreement.

The transmisson system access charges may be recovered in any one of the
following methods, in accordance with the terms of the Bulk Power T ransmision
Agreement:

(@ Asaonetime payment by the Transmisson Sysem User at the time of
obtaining access, or

(b)  Asaseriesof paymentsover the duration of the Bulk Power T ransmision
Agreement, due regard being given to the Transmisson Licensee’ s cost of
capital based on the normative debt:equity ratio as per Regulation 47; or

(c) Asany comhination of (a) and (b) above.
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433

433.1

433.2

44

441

45

451

Any dispute between the Transmisson Licensee and the intending T ransmisson
Sysem User with regard to the works to be carried out to give access to the
intending Transmisson System User or with regard to the transmisson system
access charges shall be referredto the Commission for determination or to such
other forum asmay be stipulated.

Annual transmisson charges

The annual transmission charges shall provide for the recovery of the aggregate
revenue requirement of the Transmission Licensee for the financia year, as
reduced by the amount of non-tariff income andincome from Other Business, as
approved by the Commisson and comprising the following:

Aggregate revenue requirement:
(@ Return on equity capital;
(b)  Income-tax;

(c) Interest on loan capital;

(d) Depreciation, including advance againg depreciation, and amortisation of
intangible assets,

(e) Operation and maintenance expenses,

(f)  Interest on working capital and depositsfrom Transmisson System Users,
and

(g0 Contribution to contingency reserves.

Annual transmisson charges = Aggregate revenue requirement, as above,
minus:

(h) Non-tariff income; and
(i)  Income from Other Business, to extent specified in these Regulations.

The annual transmission charges of the Transmisson Licensee shall be dcdemined
by the Commission on the basis of an application for determination of taiff mede
by the Transmission Licensee in accordance with Part B of these Regulations.

Multi-year tariffs

Except where exempted by the Commisson, the regulations contanedin Part C of
these Regulations shall apply to al Transmisson Licenseesin the Satewith efedt
from April 1, 2006.

Investment plan

The Tranamission Licensee shall submit an investment plan with full detailsof his
proposed capital expenditure projectsto the Commisson for approval gther dong
with the application for determination of tariff or separately, a achtimeasmay ke
directed by the Commisson:
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453

454

455

456

457

46

46.1

46.2

Provided that the investment plan shall be an annual rolling plan and the period
covered by the plan shall coincide with the period for which forecasts estimates
are being submitted as part of such application.

The invetment plan shall be aleast cos plan for undertakinginvestmentson
grengthening and augmentation of the intra-Sate transmisson sysem of the
Transmisson Licensee.

The investment plan shall cover al capital expenditure projects of a vaue
exceeding Rs. Ten (10) crores and shall be in such form asmay be stipuaedby the
Commission from time to time.

The investment plan shall be accompanied by such information, particulars and
documents as may be required showing the need for the proposed investments,
aternatives consdered, cost/ benefit analyss and other aspectsthat may have a
bearing on the transmisson charges.

The investment plan of the Transmisson Licensee shall be consstent with the
transmisson system plan for the intra-Sate transmission sysem developed in
accordance with the Transmisson Open Access Regulations.

The Commission shall review the investment plan submitted by the T ransmision
Licensee taking into consderation the prudence of the proposed expenditureand
edimated impact on tariff and thereafter, shall either-

(@) give an in-principle approval to the investment plan submitted by the
Transmisson Licensee, with such modifications or conditions as the
Commission deems appropriate; or

(b) regect the invesment plan submitted by the Transmisson Licensee and
require the Transmisson Licensee to submit afresh investment plan taking
into condderation such factors asthe Commisson may deem necessary.

The Transmisson Licensee shall submit, along with the application for
determination of tariff or alongwith the application for annual paformancereview,
as the case may be, details showing the progress of capital expenditure projects,
together with such other information, particulars or documents as theCommision
may require to assess such progress.

Capital cost

The approved investment plan of the Transmission Licensee shall be the bedsfor
determining the annual allowable capital cos for each financial year for any capitd
expenditure project initiated on or after April 1, 2005 with a value exceeding Rs
Ten (10) crores.

For each capital expenditure project, the sum total of annual allowable capitd cod
from the date of commencement of such project till the date of commissoningshdl
be the original cost of such project:

Provided that the Commission may permit reasonable additional costswhicharein
the nature of capital expenditure, to beincludedin the original cost of the projedt
beyond the date of commissoning, upon application for the same made by the
Transmisson Licensee.
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464

46.5

46.6

46.7

46.8

469

46.10

Where the actual cost incurred on a capital expenditure project exceeds the
esimate of origina cost approved as part of the invessment plan or where the
Transmission Licensee has reasonable groundsto believe that the actual cost will
exceed such approved estimate, then the Transmisson Licensee shall apply tothe
Commission for approval for variation in the esimate of original cos of the
project, aspart of the annual performance review:

Provided that the Commission shall, after due scrutiny, permit such increasetobe
dealt with in the manner provided in Regulation 18 above if it issatisfied that the
increase is reasonable and has arisen due to uncontrollable factors.

Where the actual cost incurred on a capital expenditure project islower than the
approved estimate of original cost and such savingsin capital cost is onaooount of
controllable factors, the Commission shall, after due scrutiny, permit the reaitant
savingsin interest on loan capital during the congtruction period of suchprojedt to
be dealt with in the manner provided in Regulation 19 above:

Provided that where the savingsin capital cost isdueto uncontrollable factors, it
shall be dealt with in the manner provided in Regulation 18 above.

Notwithganding anything contained in this Regulation 46, for any capita
expenditure project with avalue not exceeding Rs Ten (10) crores, the actud cot
asrecorded in the books of account of the Transmisson Licensee shall bethebess
for determining the annual allowable capital cost and the original cost of projed,
subject to prudence check by the Commission.

Notwithstanding anything contained in this Regulation 46, for any capital
expenditure project approved before April 1, 2005, the actual cost asrecordedin
the books of account of the Transmisson Licensee shall be the basis for
determining the annual allowable capital cost and the origina cost of project,
subject to prudence check by the Commission.

T he provisons of the Satements of Accounting Sandards (ASLO): Acoountingfor
Fixed Assets of the Ingtitute of Chartered Accountants of India shall apply,tothe
extent not inconsstent with these Regulations, in determining the original cog of
capital expenditure projectsand/ or original cost of fixed assets capitalized.

The annual allowable capital cost shall be assumed to have been evenly incurred
during such financial year, for the purpose of these Regulations.

An additional amount of 1.5 per cent of the original cost of a capital expendtue
project shall be permitted to be included in the original cost on account of
capitalized initial spares.

Theimpact of any foreign exchange rate variation on aforeign curency loantaken
to finance a capital expenditure project shall be treated in accordance with the
Satements of Accounting Sandard (AS 11): Accounting for the Effects of
Changesin Foreign Exchange Rates of the Ingitute of Chartered Accountantsof
India.

Provided that the actual or normative loan capital determined as per Reglaions47
and Regulations 48 of these Regulations shall be considered for inclusion in the
above.
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471

472

473

474

475

48

48.1

The amount of any contributions made by Transmission System Userstowards
works for access to the intra-Sate transmission sysem of the Transmisson
Licensee shall be deducted from the original cost for such project for the purpose
of calculating the amount of loan capital and equity capital under these
Regulations.

Provided that for the purpose of depreciation under Regulation 50.4 below, the
original cost of project before deduction of any such contributions shall be taken
into account.

Debt-equity ratio

Any capital expenditure incurred during afinancial year on a capital expenditure
project commenced on or after April 1, 2005 and/ or on purchase of fixedass on
or after such date shall be assumed to be financed at a normative debt:equity reio
of 70:30, to be applied on the annual allowable capital cost for such finandd year:

Any fixed asset capitalized on account of a capital expenditure projet commenosd
on or after April 1, 2005 or on account of fixed asset purchased on or after such
date shall be assumed to have been financed at a normative debt:equity ratio of
70:30 to be applied on the original cost of such project/ fixed asset.

Any approved change in the original cost of a project/ fixed asset after thecateof
commissioning shall be assumed to have been financed at the normative
debt:equity ratio.

Where the Transmission Licensee has achieved financial closure prior to thedie
of notification of these Regulations in respect of a capital expenditure project
commenced on or after April 1, 2005 with a debt:equity ratio lessthan 70:30, he
may apply to the Commission for exemption from Regulation 47.1 along with
reasonstherefor:

Provided further that the Commisson may exempt such capital expendtureproject
from the normative debt:equity ratio if it believes that the application of
Regulation 47.1 islikely to adversely affect the commissioning schedule of such
project and thereby, the cost and/ or quantity of electricity supplied to conamas

The Commisson may, if it deems appropriate, allow arelaxation in theddt:egity
ratio norm specified in this Regulation 47 where the applicant reasonably
demongtratesinability to raise loan capital, up to the specified norm, deto market
congraints, corporate/ group exposure norms of lendersor smilar factors:

Provided that the Commission shall give any interested or affected party the
opportunity to make representations before approving a relaxation in the
debt:equity ratio norm under this Regulation 47.5.

Loan repayment schedule

T he repayment schedule for all approved loans of the Transmisson Licenseasa
March 31, 2005 shall be in accordance with the loan agreements:

Provided that where any new loan (or additional tranche of existing loan) istaken
on or after April 1, 2005 in respect of an approved capital expenditure project
commenced (but not commissioned) prior to April 1, 2005, then any such loan
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taken till the date of commissioning of the project shall be treated as an existing
loan for the purpose of recovery of interest expense under these Regulations.

The loan capital calculated using the normative debt:equity ratio under
Regulation 47 above shall be assumed to be repaid each year based on a norméive
repayment schedule:

Provided that the amount of such normative repayment for ayear shall beegdto
the amount of depreciation on the fixed asset to which such loan relates:

Provided further that where the outstanding normative loan balance islesthanthe
amount of normative loan repayment calculated as above, the repayment shdl be
assumed to be equal to the outstanding normative loan balance and no further
amount shall be permitted on account of such loan:

Provided also that all normative repayments are assumed to be made on Sptember
30" of each financial year.

Where the actual amount of loan repayment in any financial year exceedsthe
amount of depreciation allowable under Regulation 50.4.1, the Transmission
Licensee shall be allowed an advance againgt depreciation for the difference
between the actual amount of such repayment and the allowable depreciation for
such financial year:

Provided that the advance against depreciation shall be restricted to 1/10™ of the
principal amount of loans that are to be repaidin such financial year minusthe
amount of depreciation allowable under Regulation 50.4.1:

Provided also that the amount of loan repayment, calculated in accordance with
Regulation 48.1 and Regulation 48.2 above shall be assumed to be increasedby the
amount of such advance againgt depreciation alowed to the Transmisson
Licensee:

Provided also that upon repayment of the entire loan amount, the origind cod of
the fixed asset shall be reduced by the amount of accumulated depreciation andby
the total amount of advance againgt depreciation availed by the Transmisson
Licensee and the resulting depreciable value shall be spread over the balanceussu
life of the fixed asset.

Norms for operation

Target availability for full recovery of annual transmisson charges

(@ ACsygem :- 98 per cent
(b) HVDC bi-pole links and HVDC back-to-back stations ;- 95 per cent
Note 1:

Recovery of annual tranamission charges below the level of target availallity el
be on pro rata bass. At zero availability, no transmisson charges shall be

payable.
Note 2:

Thetarget availability shall be calculated in accordance with procedure providsdin
the Annexure-11 to these Regulations.
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Calculation of aggregate revenue requirement

Return on equity capital

The Transmission Licensee shall be allowed areturn at the rate of 14 per ot per
annum, in Indian Rupee terms, on the amount of approved equity capital:

Explanation | — for the purpose of this Regulation, equity capital shall be theam
total of paid-up equity capital, preference share capital, fully /
compulsorily convertible debentures (or other financial
ingruments with equivalent characteristics), foreign currency
convertible bonds, share premium account and any reserves,
available for digribution as dividend or for capitalization by way
of issue of bonus shares, which have been invested in the
Transmission Business. The amount of any grant, revaluation
reserve, development reserve, contingency reserve and
contributions from users shall not be included in the equity capitd.
The amount reflected in the books of account as deferred tax
liability or deferred tax asset of the Transmisson Business gl be
added or deducted, asthe case may be, from the amount of equity
capital

Explanation 11 — for the purpose of this Regulation, the amount of eqity capitd as
at April 1, 2005 shall be computed as follows:

Equity capital asat April 1, 2004 as determined by the Commission in acoorcence
with Explanation | above, plus

Equity capital portion of the allowable capital cost, for the invetmentsptt to uein
transmisson husiness, calculated in accordance with Regulation 46 and
Regulation 47 above, for the year ending March 31, 2005:

Provided that in case of a Transmisson Licensee formed as a result of atransfer
scheme under Section 131 of the Act, the date of the said transfer scheme dhdl be
the effective date instead of April 1, 2004 for determination of eq.ity capitd dove

The amount of equity capital at the commencement of each financial year
thereafter shall be computed as follows:

Equity capital asat the commencement of the previous financial year, cdadaedin
accordance with these Regulations, plus

Equity capital portion of the allowable capital cost, for the invesmentsptt to uein
transmisson husiness, calculated in accordance with Regulation 46 and
Regulation 47 above, for the previousfinancial year.

Thereturn on equity capital shall be computed in the following manner:

(8 Return at the allowable rate as per Regulation 50.1.1 above, applied onthe
amount of equity capital at the commencement of the financial year; plus

(b Return at the allowable rate as per Regulation 50.1.1 above, applied on
50 per cent of the equity capital portion of the allowable capital cog, forthe
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50.2

502.1

50.2.2

50.2.3

503

503.1

50.3.2

investments put to use in transmisson business, calculated in accordance
with Regulation 46 and Regulation 47 above, for such financial year.

Any over-recovery or under-recovery of return on equity capital on account of
variations in the annual alowable capital cost from the approved level shall be
attributed to the same controllable or uncontrollable factors as have realtedin ach
capital cod variations.

Income-tax

Income-tax on the income of the Transmission Business of the Transmisson
Licensee shall be allowed for incluson in the aggregate revenue requirement.

The Trangmission Licensee shall include an estimate of the income-tax lidility of
his T ransmission Business along with the application for determination of tariff,
based on the provisons of the Income-Tax Act, 1961:

Provided that any change in such income-tax liability on account of assessment
under the Income-tax Act, 1961 shall be dealt with as being on account of
uncontrollable factors:

Provided further that any change in such income-tax liability on acoount of changes
in the provisons of the Income-Tax Act, 1961 shall be dealt with asbeing on
account of uncontrollable factors:

Provided further that any change in such income-tax liability on acoount of chenge
in income of the Transmission Licensee from the approved forecast shall be
attributed to the same controllable or uncontrollable factors as have resutedinthe
change in income and shall be dealt with accordingly.

T he benefits of any income-tax holiday, credit for unabsorbed losses or unaborbed
depreciation on theintra-Sate transmission system or any part thereof shall be
taken into account in calculation of the income-tax liahility of the T ransmisdon
Busness.

Interest on loan capital

The Trangmission Licensee shall be allowed to recover the interest expenseondl
approved loansasat March 31, 2005, based on the approved interest rate andthe
repayment schedules of such loansin accordance with Regulation 48 above:

The Transmission Licensee shall be allowed to recover the interest rate on loan
capital for approved capital expenditure projects commenced on or after April 1,
2005, approved additionsto fixed assets and approved purchases of fixedasgson
or after such date based on the following terms and conditions:

(@ Theinteres rate shall be asapproved by the Commission in the invetment
plan;

(b)  Thevalue base shall be the normative loan capital of such capitd expendture
project / fixed asset;

(c) Thenormativeloan capital shall be assumedto be repaid in accordancewith
the normative repayment schedule as per Regulation 48 of theseRegldions
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504
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504.3

The provisons of the Satements of Accounting Sandard (AS 16): Borrowing
Cogsof the Ingtitute of Chartered Accountants of India shall apply, to theextat
not inconsistent with the provisions of these Regulations, in the determination of
interest on loan capital.

The Commisson shall allow taxes on interest, commitment charges, finance
charges and any exchange rate difference arisng from foreign currency
borrowings, to the extent recognised asinterest cost in the books of account of the
Transmisson Licensee.

Depreciation, including Advance Againgt Depreciation

The Trangmission Licensee shall be permitted to recover depreciationonthevdue
of fixed assets used in the Transmisson Busness computed in the following
manner:

(@ Theapprovedoriginal cost of the project/ fixed assets shall be thevduehese
for calculation of depreciation;

(b) Depreciation shall be computed annually based on the straight linemehoda
the rates specified in the Annexure | to these Regulations

Provided that the residual value of the asset shall be considered at 10 per cent of
the allowable capital cost and depreciation shall be allowed upto a maximum of
90 per cent of the allowable capital cost of the asset:

Provided further that depreciation shall not be permitted on land and the vdueof
land shall be excluded from the allowable capital cost for the purpose of cdadaion
of depreciation:

Provided also that the provisons of the Satements of Accounting Sandard(ASG):
Depreciation Accounting shall apply, to the extent not inconsistent with these
Regulations, in calculating depreciation under these Regulations.

In addition to depreciation, the Transmission Licensee shall be entitledto Advance
Againg Depreciation, computed in accordance with Regulation 48.3 above.

The Tranamission Licensee shall be permitted to recover amortisation of intangde
assets upto such level asmay be approved by the Commission.

Explanation — for the purpose of this Regulation, the term “intangible asgts
mean such pre-operative and promotional expenditure incurred in cath
and shown as a dehit in the capital account of the T ransmission License
as has fairly arisen in promoting the Transmisson Business and shall
exclude any amount paid or otherwise accounted as goodwill.
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Operation and Maintenance expenses

The Transmisson Licensee shall be permitted to recover all reasonable and
jugtifiable operation and maintenance expenses relating to the Transmission
Business:

Provided that the Transmisson Licensee shall submit a forecast of all such
operation and maintenance expenses alongwith the application for detemination
of tariff:

Provided further that such forecast shall be based on past performance and or
operating norms and shall be supported by detailed calculationsthat explain the
basisfor such forecast:

Provided further that the Commisson may adopt suitable normsfor allowanceof
operation and maintenance expensesrelating to the Transmisson Business.

Explanation — for the purpose of thisRegulation, “ operation and maintenance
expenses’ shall include the following:

(@) employee costs, including bonus and contributionsto provident fund, staff
pension and gratuity computed under any law for the time being in forceor
any scheme approved by the Commission;

(b) repairsand maintenance;

(c) rent, ratesandtaxes, other than income-tax;

(d) legal charges,

(e) provisonsfor doubtful debts;

(f) auditors fees,

(g0 expenseson apprentice and training schemes;

(h) any other expense not covered above or elsewhere in these Regulations,
relating to the Transmisson Businessthat is allowable as a deduction in the

caculation of income under the Income-tax Act, 1961.

Interest on working capita

The Transmisson Licensee shall be allowed interest on the estimated level of
working capital for the financia year, computed as follows:

(@ One-twelfth of the amount of operation and maintenance expensesfor ach
financial year; plus

(b)  One-twelfth of the sum of the book value of sores, materialsand supplies
including fuel on hand at the end of each month of such financial year;plus

(c) Oneandahalf months equivalent of the expected revenue fromtrangmision
chargesat the prevailing tariffs, minus

(d Amount, if any, held as security depostsfrom Transmission System Users
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50.7.1

50.7.2
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Interest shall be allowed at arate equal to the Short Term Prime Lending Rateof
the Sate Bank of Indiaas at the date on which the application for ddeminetion of
tariff ismade.

Interest shall be allowed on the amount held as security deposit from Trangmisson
Sysem Users at the Bank Rate as at the date on which the application for
determination of tariff is made.

Contribution to contingency reserves

Where the Transmission Licensee has made an appropriation to the Contingendes
Reserve, asum not lessthan 0.25 per cent and not more than 0.5 per cent of the
original cost of fixed assets shall be allowed towards such appropriation in the
calculation of aggregate revenue requirement:

Provided that where the amount of such Contingencies Reserves exceedsfive (5)
per cent of the original cost of fixed assets, no such appropriation shall kedlonad
which would have the effect of increasing the reserve beyond the said maximum:

Provided further that the amount so appropriated shall be investedin securities
authorized under the Indian Trusts Act, 1882 within a period of sx monthsof the
close of thefinancial year.

T he Contingency Reserve shall not be drawn upon during the term of the licence
except to meet such charges as may be approved by the Commission as being:

(@) Expensesor lossof profitsarising out of accidents, strikesor circumstances
which the management could not have prevented;

(b) Expenseson replacement or removal of plant or works other than expenss
requiste for normal maintenance or renewal;

(c) Compensation payable under any law for the time being in force and for
which no other provision is made:

Provided that such drawal from Contingency Reserve shall be computed after
making due adjustments for any other compensation that may have been recaved
by the Licensee as part of an insurance cover.

Non-Tariff Income

The amount of non-tariff income relating to the Transmisson Busnesasgpproved
by the Commisson shall be deducted from the aggregate revenue requirement in
determining the annual transmission charges of the Transmisson Licensee:

Provided that the Transmission Licensee shall submit full details of his forecad of
non-tariff income to the Commission in such form as may be stipulated by the
Commisson from timeto time.
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Income from Other Business

Where the Transmission Licensee has engaged in any Other Business, an amount
equal to one-third of the revenuesfrom such Other Business after deduction of dl
direct andindirect costsattributed to such Other Business shall be deducted from
the aggregate revenue requirement in calculating the annual transmission charges
of the Transmission Licensee:

Provided that the Transmisson Licensee shall follow a reasonable bass for
alocation of al joint and common costs between the T ransmisson Business and
the Other Business and shall submit the Allocation Satement to the Commisdon
along with hisapplication for determination of tariff:

Provided further that where the sum total of the direct and indirect costs of such
Other Business exceed the revenues from such Other Business or for any other
reason, no amount shall be allowed to be added to the aggregate revenue
requirement of the Transmisson Licensee on account of such Other Business.

Allocation of annual transmission charges

The Transmission Sysem Users shall share in the aggregate revenue requirement
of the intra-Sate transmission sysem of the Transmisson Licensee in such
proportion asthe transmisson capacity rightsof each Transmisson SysemUsx
bearsto the total transmisson capacity rightsallotted in the intraSaetrangmision
sysem:

Provided that the charges payable by the Transmisson Sysem Usersmay doteke
into condderation factors such asvoltage, disance, direction, quantum of flowand
time of use, as may be specified by the Commission in its order passed under sub-
section (3) of Section 64 of the Act:

Provided that the charges shall be calculated on a daily basis by the T ransmission
Licensee and shall be hilled every month, except where drected by the
Commission for any Transmisson System User or class of such users.

T he annual transmission charge payable by a Transmisson System User shall be
computed in accordance with the following equation:

ATC = [ARR-NTI-0I] X [CL/SCL]

Where ATC = Annua Transmisson Charges

ARR = Aggregate Revenue Requirement of the Transmisson License
including all allowable expenses and return on equity capital,as
approved by the Commission

NTI = Approved level of non-tariff income

Ol = Approved level of income from Other Busness

CL = Allotted Transmisson Capacity Rights to the Transmisson
System User

L = Sm of Allotted Transmisson Capacity Rights to all

Transmisson ystem Users
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Transmission | osses

The energy losses in the transmisson system of the Transmisson Licensee, as
determined by the Sate Load Despatch Centre and approved by the Commision,
shall be borne by the Transmisson System Users pro ratato their usage of the
intra-state transmisson sysem:

Provided that the Commission may sipulate atrajectory for transmissionlosssin
accordance with Regulation 16 as part of the multi-year tariff framenork goplicade
to the Transmisson Licensee:

Provided that any variation between the actual level of transmisson losses, as
determined by the Sate Load Despatch Centre and the approved level gl bedst
with, as part of the annual performance review, in accordance withthemechanians
provided in Regulation 18 or Regulation 19 asthe case may be:

Provided also that the Transmisson Licensee shall not be permittedto recover,
under this Regulation, energy losses arising from theft, pilferage, failuetomeer or
bill for electricity transmitted.

PART G: WHEELING

55

551

56

56.1

Separation of accounts

Every Digribution Licensee shall make a separate application for detemination of
tariff for-

(@ Wheeling of electricity;
(b) Retail sale of electricity:

Provided that every Digribution Licensee shall maintain separate records for the
Didgribution Business and shall prepare an Allocation Satement to enable the
Commission determine the tariff pursuant to each such application made by the
Digribution Licensee.

Applicability

Theregulations contained in this Part shall apply in determining tariff payadefor
wheeling of electricity by a Digtribution System User who has been allowed open
accessto the digribution system of a Digribution Licensee in accordancewiththe
Disgtribution Open Access Regulations.

Provided however that a Distribution System User who isdirectly connectedtoa
transmisson system shall not be required to pay any tariff under this Part.
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Components of tariff

T he wheeling charges of the Digribution Licensee shall provide for therecovey of
the aggregate revenue requirement, as provided in Regulation 66 of these
Regulations, relating to the Distribution Business of the Distribution Licenseefor
the financial year, asreduced by the amount of non-tariff income andincomefrom
Other Business and shall comprise the following:

Aggregate revenue requirement:
(@) Return on equity capital;
(b)  Income-tax;

(c) Interest on loan capital;

(d Depreciation, including advance againg depreciation and amortisation of
intangible assets,

(e) Operation and maintenance expenses,

(f)  Interest on working capital and deposits from consumers and Distribution
Sysem Users, and

(g0 Contribution to contingency reserves.

Wheeling charges = Aggregate revenue reguirement, as above, minus:

(h)  Non-tariff income; and

(i)  Income from Other Business, to extent specifiedin these Regulations.

The wheeling charges of the Digtribution Licensee shall be determined by the
Commission on the basis of an application for determination of tariff medeby the
Digribution Licensee in accordance with Part B of these Regulations.

Multi-year tariffs

Except where exempted by the Commisson, the regulations contanedin Part C of
these Regulations shall apply to al Distribution Licenseesin the Sate with effedt
from April 1, 2006.

Investment plan

The Digribution Licensee shall submit an investment plan with full details of his
proposed capital expenditure projectsto the Commisson for approvd, ather dong
with the application for determination of tariff or separately, a achtimeasmay ke
directed by the Commisson:

Provided that the investment plan shall be an annual rolling plan and the period
covered by the plan shall coincide with the period for which forecasts estimates
are being submitted as part of such application.

The investment plan shall be aleast cost plan for undertakinginvestmentson
srengthening and augmentation of the distribution syssem of the Digtribution
Licensee.
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The investment plan shall cover al capital expenditure projects of a vaue
exceeding Rs. Ten (10) crores and shall be in such form asmay be stipuaedby the
Commission from time to time.

The investment plan shall be accompanied by such information, particulars and
documents as may be required showing the need for the proposed investments,
aternatives consdered, cost/ benefit analyss and other aspectsthat may have a
bearing on the wheeling charges.

T he Commission shall review the investment plan submitted by the Distribution
Licensee taking into consideration the prudence of the proposed expenditure and
estimated impact on tariff and thereafter, shall either-

(@ give an in-principle approval to the investment plan submitted by the
Didribution Licensee, with such modifications or conditions as the
Commission deems appropriate; or

(b) regject theinvestment plan submitted by the Distribution Licenseeandrediire
the Digribution Licensee to submit a fresh investment plan taking into
consderation such factors asthe Commisson may deem necessary.

The Didribution Licensee shall submit, along with the application for
determination of tariff or alongwith the application for annual paformancereview;
as the case may be, details showing the progress of capital expenditure projects,
together with such other information, particulars or documents as theCommision
may require to assess such progress.

Capital cost

T he approved investment plan of the Digtribution Licensee shall be the basisfor
determining the annual allowable capital cos for each financial year for any capitd
expenditure project initiated on or after April 1, 2005 with a value exceedingRs
Ten (10) crores.

For each capital expenditure project, the sum total of annual allowable capitd cod
from the date of commencement of such project till the date of commissoningshal
be the original cost of such project:

Provided that, upon application for the same made by the Distritition Licensss the
Commisson may permit additional costs, which are in the nature of capital
expenditure, to beincluded in the original cost of the project beyond the date of
commissioning.

Where the actual cost incurred on a capital expenditure project exceeds the
esimate of original cost approved as part of the invesment plan or where the
Didgribution Licensee has reasonable grounds to believe that the actual cost will
exceed such approved estimate, then the Distribution Licensee shall apply to the
Commission for approval for variation in the esimate of original cos of the
project, aspart of the annual performance review:

Provided that the Commission shall, after due scrutiny, permit such increasetobe
dealt with in the manner provided in Regulation 18 above if it issatisfied tha the
increase is reasonable and has arisen due to uncontrollable factors.
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Where the actual cost incurred on a capital expenditure project islower than the
approved estimate of original cost and such savingsin capital cost is onaooount of
controllable factors, the Commission shall, after due scrutiny, permit the readtant
savingsin interest on loan capital during the construction period of suchprojedt to
be dealt with in the manner provided in Regulation 19 above:

Provided that where the savingsin capital cost isdueto uncontrollable factors, it
shall be dealt with in the manner providedin Regulation 18 above.

Notwithsanding anything contained in this Regulation 60, for any capital
expenditure project with avalue not exceeding Rs T en (10) crores, the actud cog
asrecorded in the books of account of the Distribution Licensee shall be the bess
for determining the annual allowable capital cost and the original cost of projed,
subject to prudence check by the Commission.

Notwithstanding anything contained in this Regulation 60, for any capita
expenditure project approved before April 1, 2005, the actual cost asrecordedin
the books of account of the Digtribution Licensee shall be the bass for dtermining
the annual alowable capital cost and the origina cost of project, subject to
prudence check by the Commisson.

The provisons of the Satements of Accounting Sandards (ASLO): Acoountingfor
Fixed Assets of the Ingitute of Chartered Accountants of India shall apply,tothe
extent not inconsstent with these Regulations, in determining the original cog of
capital expenditure projectsand/ or original cost of fixed assets capitalized.

The annual alowable capital cost shall be assumed to have been evenly incurred
during such financial year, for the purpose of these Regulations.

An additional amount of 1.5 per cent of the original cost of project shall be
permitted to beincludedin the original cost on account of capitalized initid pares

The impact of any foreign exchange rate variation on aforeign curency loanteken
to finance a capital expenditure project shall be treated in accordance with the
Satements of Accounting Sandard (ASL1): Accounting for the Effectsof Changes
in Foreign Exchange Rates of the Ingtitute of Chartered Accountants of India

Provided that the actual or normative loan capital determined as per Reglaions6l
and 62 of these Regulations shall be considered for inclusion in the above.

The amount of any contributions made by consumers and Digtribution System
Users towards works for access to the digribution sysem of the Distribution
Licensee shall be deducted from the original cost for such project for the purpose
of calculating the amount of loan capital and equity capital under these
Regulations.

Provided that for the purpose of depreciation under Regulation 63.4 below, the
original cost of project before deduction of any such contributions shall be taken
into account.
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Debt-equity ratio

Any capital expenditure incurred during a financial year on a capital expenditure
project commenced on or after April 1, 2005 and/ or on purchase of fixedasst on
or after such date shall be assumed to be financed at a normative debt:equity reio
of 70:30, to be applied on the annual allowable capital cost for such year.

Any fixed asset capitalized on account of a capital expenditure projet commenosd
on or after April 1, 2005 or on account of fixed asset purchased on or after such
date shall be assumed to have been financed at a normative debt:equity ratio of
70:30 to be applied on the original cogt of such project/ fixed asset.

Any approved change in the original cost of a project/ fixed asset after thecaeof
commissoning shall be assumed to have been financed at the normative
debt:equity ratio.

Where the Digribution Licensee has achieved financial closure prior to thediteof
notification of these Regulations in respect of a capital expenditure project
commenced on or after April 1, 2005 with a debt:equity ratio lessthan 70:30, he
may apply to the Commission for exemption from Regulation 61.1 along with
reasonstherefor:

Provided further that the Commisson may exempt such capital expendtueproject
from the normative debt:equity ratio if it believes that the application of
Regulation 61.1 islikely to adversely affect the commissioning schedule of such
project and thereby, the cost and/ or quantity of electricity supplied to conames

The Commisson may, if it deems appropriate, allow arelaxation in theddt:egity
ratio norm specified in this Regulation 61 where the applicant reasonably
demongtratesinability to raise loan capital, up to the specified norm, deto market
congtraints, corporate/ group exposure norms of lenders or amilar factors

Provided that the Commisson shall give any interested or affected party the
opportunity to make representations before approving a relaxation in the
debt:equity ratio norm under this Regulation 61.5.

Loan repayment schedule

T he repayment schedule for all approved loans of the Digtribution Licensee asa
March 31, 2005 shall be in accordance with the loan agreements:

Provided that where any new loan (or additional tranche of existing loan) isteken
on or after April 1, 2005 in respect of an approved capital expenditure project
commenced (but not commissioned) prior to April 1, 2005, then any such loan
taken till the date of commissioning of the project shall be treated as an existing
loan for the purpose of recovery of interest expense under these Regulations.

The loan capital calculated usng the normative debt:equity ratio under
Regulation 61 above shall be assumed to be repaid each year based on a normdive
repayment schedule:

Provided that the amount of such normative repayment for ayear shall beeqdto
the amount of depreciation on the fixed asset to which such loan relates:
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Provided further that where the outstanding normative loan balance islesthanthe
amount of normative loan repayment calculated as above, the repayment shdl be
assumed to be equal to the outstanding normative loan balance and no further
amount shall be permitted on account of such loan:

Provided also that all normative repayments are assumed to be made on Sptember
30" of each financial year.

Where the actual amount of loan repayment in any financial year exceedsthe
amount of depreciation allowable under Regulation 63.4.1, the Digribution
Licensee shall be allowed an advance againgt depreciation for the difference
between the actual amount of such repayment and the allowable depreciation for
such financial year:

Provided that the advance against depreciation shall be restricted to 1/10" of the
principal amount of loans that are to be repaidin such financial year minusthe
amount of allowable depreciation under Regulation 63.4.1:

Provided also that the amount of loan repayment, calculated in accordance with
Regulation 62.1 and Regulation 62.2 above shall be assumed to be increasedby the
amount of such advance againg depreciation allowed to the Digtribution Liocansss

Provided also that upon repayment of the entire loan amount, the origind cod of
the fixed asset shall be reduced by the aggregate of accumulated depreciation and
advance againgt depreciation availed by the Distribution Licensee and theresiting
depreciable value shall be spread over the balance useful life of the fixed asset.

Calculation of aggregate revenue requirement

Return on equity capital

The Digribution Licensee shall be allowed areturn at therate of 16 per cent per
annum, in Indian Rupee terms, on the amount of approved equity capital:

Explanation | — for the purpose of this Regulation, equity capital shall be theam
total of paid-up equity capital, preference share capital, fully /
compulsorily convertible debentures (or other financial ingrument
with equivalent characterigics), foreign currency convertible
bonds, share premium account and any reserves, available for
digribution as dividend or for capitalization by way of issue of
bonus shares, which have been invested in the Distribution
Busness. The amount of any grant, revaluation reserve,
development reserve, contingency reserve and contribution from
users shall not be included in the equity capital. The amount
reflected in the books of account as deferred tax liability or
deferred tax asset of the Digribution Business shall be added or
deducted, asthe case may be, from the amount of equity capital.

Explanation Il —for the purpose of this Regulation, the amount of eqity capitd as
at April 1, 2005 shall be computed asfollows.

Equity capital as at April 1, 2004 as determined by the Commission, in
accordance with Explanation | above, plus
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63.2.2

Equity capital portion of the allowable capital cost, for the invesmentspu to use
in digribution business, calculated in accordance with Regulation 60 and
Regulation 61 above, for the year ending March 31, 2005:

Provided that in case of a Disgtribution Licensee formed as aresult of atransfer
scheme under Section 131 of the Act, the date of the said transfer scheme dhdl be
the effective date ingtead of April 1, 2004 for determination of eqity cgoitd aove

The amount of equity capital at the commencement of each financial year
thereafter shall be computed as follows:

Equity capital asat the commencement of the previousfinancia year, cdadated
in accordance with these Regulations, plus

Equity capital portion of the allowable capital cost, for the invesmentsput to use
in digribution business, calculated in accordance with Regulation 60 and
Regulation 61 above, for the previousfinancial year.

Thereturn on equity capital shall be computed in the following manner:

(@ Return at the allowable rate as per Regulation 63.1.1 above, applied on the
amount of equity capital at the commencement of the financial year; plus

(b) Return at the allowable rate as per Regulation 63.1.1 above, applied on
50 per cent of the equity capital portion of the allowable capital cog, forthe
investments put to usein distribution business, calculated in accordancewith
Regulation 60 and Regulation 61 above, for such financial year.

Any over-recovery or under-recovery of return on equity capital on account of
variations in the annual allowable capital cost from the approved level shall be
attributed to the same controllable or uncontrollable factors as have readtedin ach
capital cod variations.

Income-tax

Income-tax on the income of the Digtribution Business of the Distribution Licensee
shall be allowed for inclusion in the aggregate revenue requirement.

The Digribution Licensee shall include an estimate of the income-tax liahility of
his Digtribution Business along with the application for determination of tariff,
based on the provisions of the Income-Tax Act, 1961.:

Provided that any change in such income-tax liahility on account of assessment
under the Income-tax Act, 1961 shall be dealt with as being on account of
uncontrollable factors:

Provided further that any change in such income-tax liability on acoount of changes
in the provisons of the Income-Tax Act, 1961 shall be dealt with asbeing on
account of uncontrollable factors:

Provided further that any change in such income-tax liability on acoount of change
in income of the Digribution Licensee from the approved forecast shall be
attributed to the same controllable or uncontrollable factors as have resutedinthe
change in income and shall be dealt with accordingly.
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634.1

T he benefits of any income-tax holiday, credit for unabsorbed |osses or inasorbed
depreciation on the distribution system or any part thereof shall betaken into
account in calculation of the income-tax liability of the Digtribution Business.

Interest on loan capital

The Digribution Licensee shall be allowed to recover the interest expense on all
approved loansasat March 31, 2005, based on the approved interest rate andthe
repayment schedules of such loansin accordance with Regulation 62 above.

The Digribution Licensee shall be allowed to recover the interest rate on dlloans
taken for approved capital expenditure projects commenced on or after April 1,
2005, approved additionsto fixed assets and approved purchases of fixedasstson
or after such date based on the following terms and conditions.

(@) Theintered rate shal be asapproved by the Commission in the invetment
plan;

(b))  Thevalue base shall be the normative loan capital of such capitd expendtue
project / fixed asset;

(¢) Thenormative loan capital shall be assumed to be repaid in accordancewith
the normative repayment schedule as per Regulation 62 of theseReglations

The provisons of the Satements on Accounting Sandard (ASL6): Borrowing
Cogsof the Ingtitute of Chartered Accountants of India shall apply, to theextent
not inconsistent with the provisons of these Regulations, in the determination of
interest on loan capital.

The Commission shall allow taxes on interest, commitment charges, finance
charges and any exchange rate difference arisng from foreign currency
borrowings, to the extent recognized asinterest cost in the books of acoount of the
Digribution Licensee.

Depreciation, including advance against depreciation

The Digribution Licensee shall be permitted to recover depreciation on thevaue
of fixed assets used in the Digribution Business computed in the following
manner:

(@ The approved original cost of such project/ fixed assets shall be the value
base for calculation of depreciation;

(b) Depreciation shall be computed annually based on the sraight linemethoda
the rates specified in the Annexure to these Regulations:

Provided that the residual value of the asset shall be considered at 10 per cent of
the allowable capital cost and depreciation shall be allowed upto a maximum of
90 per cent of the allowable capital cost of the asset:

Provided further that depreciation shall not be permitted on land and the vdueof
land shall be excluded from the allowable capital cost for the purpose of cdadaion
of depreciation:
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Provided that the provisons of the Satements of Accounting Sandard (AS6):
Depreciation Accounting shall apply, to the extent not inconsistent with these
Regulations, in calculating depreciation under these Regulations.

In addition to depreciation, the Digtribution Licensee shall be entitled to Advance
againgt Depreciation, computed in accordance with Regulation 62.3 above:

The Digribution Licensee shall be permittedto recover amortisation of intangde
assets upto such level asmay be approved by the Commission.

Explanation — for the purpose of this Regulation, the term “ intangible asts’ dhdl
mean such pre-operative and promotional expenditure incurred in
cash and shown as a debit in the capital account of the Distritition
Licensee ashasfairly arisen in promoting the Distribution Busnes
and shall exclude any amount paid or otherwise accounted as
goodwill.

Operation and Maintenance expenses

The Digribution Licensee shall be permitted to recover all reasonable and
justifiable operation and maintenance expenses relating to the Distribution
Busness

Provided that the Digribution Licensee shall submit aforecast of all ach operaion
and maintenance expenses along with the application for determination of tariff:

Provided further that such forecast shall be based on past performance and or
operating norms and shall be supported by detailed calculationsthat explain the
basisfor such forecast.

Explanation — for the purpose of this Regulation, “ operation and maintenance
expenses’ shall include the following:

(@) employee coss, including bonus and contributionsto provident fund, staff
pension and gratuity computed under any law for the time being in forceor
any scheme approved by the Commission;

(b) repairsand maintenance;

(c) rent, ratesandtaxes, other than income-tax;

(d) legal charges,

(e) provisonsfor doubtful debts;

(f) auditors fees;

(g0 expenseson apprentice and training schemes;

(h) any other expense not covered above or elsewhere in these Regulations,

relating to the Distribution Businessthat is allowable as a deduction in the
calculation of income under the Income-tax Act, 1961.

MERC (Tems and Conditionsof T ariff) Regulation_For Natification Formatted Aug 24 25  Page 68 of 94



63.6

63.6.1

63.6.2

636.3

63.7

63.7.1

63.7.2

Interest on working capital

The Digribution Licensee shall be allowed interest on the esimated level of
working capital for the financial year, computed as follows:

(@ One-twelfth of the amount of Operation and Maintenance expensssfor ach
financial year; plus

(b) One-twelfth of the sum of the book value of stores, materials and supplies
including fuel on hand at the end of each month of such financial year; plus

(c) Two monthsequivalent of the expected revenue from wheelingchargesat the
prevailing tariffs, minus

(d Amount, if any, held as security deposits under clause (b) of sub-section (1)
of Section 47 of the Act from consumers and Digtribution System Users.

Interest shall be allowed at arate equal to the Short Term Prime Lending Rateof
the Sate Bank of Indiaas at the date on which the application for dderminetion of
tariff ismade.

Interest shall be allowed on the amount held as security deposit from Distribition
System Users at the Bank Rate as at the date on which the application for
determination of tariff ismade.

Contribution to contingency reserves

Where the Digribution Licensee has made an appropriation to Contingencies
Reserve, asum not lessthan 0.25 per cent and not more than 0.5 per cent of the
origina cost of fixed assets shall be allowed towards such appropriation in the
calculation of wheeling charges.

Provided that where the amount of such Contingencies Reserves exceedsfive (5)
per cent of the original cost of fixed assets, no appropriation shall be madewhich
would have the effect of increasing the reserve beyond the said maximum:

Provided further that the amount so appropriated shall be investedin securities
authorized under the Indian Trusts Act, 1882 within a period of six monthsof the
close of thefinancial year.

T he Contingency Reserve shall not be drawn upon during the term of the licence
except to meet such charges as may be approved by the Commission as being:

(8 Expensesor lossof profitsarisng out of accidents, strikesor circumstances
which the management could not have prevented,

(b) Expenseson replacement or removal of plant or works other than expenss
requiste for normal maintenance or renewal;

(c) Compensation payable under any law for the time being in force and for
which no other provision is made:

Provided that such drawal from Contingency Reserve shall be computed after
making due adjustments for any other compensation that may have been recaved
by the Licensee as part of an insurance cover.
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Non-Tariff Income

T he amount of non-tariff income relating to the Distribution Businessasgpproved
by the Commission shall be deducted from the aggregate revenue requirement in
determining the wheeling charges of the Distribution Licensee:

Provided that the Digribution Licensee shall submit full details of hisforecast of
non-tariff income to the Commission along with his application for deaminaion
of tariff.

Income from Other Business

Where the Digribution Licensee hasengaged in any Other Business, an amount
equal to one-third of the revenuesfrom such Other Business after deduction of al
direct andindirect costsattributed to such Other Busness shall be deducted from
the aggregate revenue requirement in determining the wheeling charges of the
Digribution Licensee:

Provided that the Didribution Licensee shall follow a reasonable basis for
alocation of al joint and common costs between the Distribution Businesandthe
Other Business and shall submit the Allocation Satement to the Commissonadong
with hisapplication for determination of tariff:

Provided further that where the sum total of the direct and indirect costs of such
Other Business exceed the revenues from such Other Businessor for any other
reason, no amount shall be allowed to be added to the aggregate revenue
requirement of the Distribution Licensee on account of such Other Business.

Allocation of wheeling charges

The Commission shall specify the wheeling charges of the Digtribution Licenseein
its Order passed under sub-section (3) of Section 64 of the Act:

Provided that the charges payable by a Distribution System User under thisPat G
may comprise any combination of fixed charges and variable charges, as may be
gpecified by the Commission in such Order.

Distribution |osses

The Digribution Licensee shall be allowed to recover, in kind, the approvedlevd
of energy losses arising from the operation of the distribution system:

Provided that the Commisson may stipulate atrajectory for distribution losesin
accordance with Regulation 16 as part of the multi-year tariff framework
applicable to the Digtribution Licensee:

Provided that any variation between the actual level of distribution losses andthe
approved level shall be dealt with, aspart of the ongoing performance review, in
accordance with the mechanisms provided in Regulation 18 or Regulation 19, as
the case may be:

Provided also that the Commission may gipulate a time period beyond which
Digribution Licensee shall not be permitted to recover, under this Regulation,
energy losses arising from theft, pilferage, failure to meter or hill for electricity
transmitted.
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69
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Applicability

These Regulations shall apply for determination of tariff for retail deof dedtriaty
by a Digribution Licensee to his consumers:

Provided that in case of distribution of electricity in the same area by twoor more
Digribution Licensees, the Commisson may fix the maximum ceiling of taiff for
retail sale of electricity and may be guided by principles contained in these
regulationsin fixing such tariff.

Components of tariff

Theretail supply tariff of aDigtribution Licensee shall provide for recovay of the
aggregate revenue requirement of the Digtribution Licensee for the financia yea,
as reduced by the amount of non-tariff income, income from wheeling, income
from Other Business and receipts on account of cross-subsidy surcharge and
additional surcharge, as approved by the Commisson and comprisng the
following: -

Aggregate revenue requirement:

(@ Return on equity capital;

(b)  Income-tax;

(c) Interest on loan capital;

(d) Depreciation, including advance againgt depreciation and amortisation of
intangible assets,

(e) Cog of power generation / power purchase;

(f)  Transmission charges,

(g0 Operation and Maintenance expenses,

(h) Interest on working capital and on consumer security deposits; and
()  Contribution to contingency reserves

Revenue requirement from sale of electricity = Aggregate revenue requirement, as
above, minus.

(j)  Non-tariff income;

(k) Income from wheeling of electricity;

() Income from Other Business, to extent specified in these Regulations;
(m) Receiptson account of cross-subsidy surcharge; and

(n) Receiptson account of additional surcharge on charges of wheeling.
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The retail supply tariff of the Digribution Licensee shall be determined by the
Commission on the basis of an application for determination of tariff medeby the
Digribution Licensee in accordance with Part B of these Regulations.

Multi-year tariffs

Except where exempted by the Commisson, the regulations contanedin Part C of
these Regulations shall apply to al Distribution Licenseesin the Sate with effedt
from April 1, 2006.

Investment plan

The Digribution Licensee shall submit an investment plan with full details of his
proposed capital expenditure projectsto the Commisson for approvd, gather dong
with the application for determination of tariff or separately, a achtimeasmay ke
directed by the Commisson:

Provided that the investment plan shall be an annual rolling plan and the period
covered by the plan shall coincide with the period for which forecasts esimates
are being submitted as part of such application.

The invement plan shall be aleast cost plan for undertaking investmentsin
grengthening and augmentation of the digribution system and inves mentsinthe
Retail Supply Business of the Digribution Licensee.

The investment plan shall cover al capital expenditure projects of a vaue
exceeding Rs. Ten (10) crores and shall be in such form asmay be stipuaedby the
Commission from time to time.

The investment plan shall be accompanied by such information, particulars and
documents as may be required showing the need for the proposed investments,
aternatives consdered, cost/ benefit analysis and other aspectsthat may have a
bearing on tariffsfor retail sale of electricity.

T he Commission shall review the investment plan submitted by the Distribution
Licensee taking into consderation the prudence of the proposed expenditure and
estimated impact on tariff and thereafter, shall either-

(@ give an in-principle approval to the investment plan submitted by the
Digribution Licensee, with such modifications or conditions as the
Commission deems appropriate; or

(b) regject theinvestment plan submitted by the Distribution Licenseeandrediire
the Digribution Licensee to submit a fresh investment plan taking into
consderation such factors asthe Commisson may deem necessary.

The Didribution Licensee shall submit, along with the application for
determination of tariff or alongwith the application for annual paformancereview;
as the case may be, details showing the progress of capital expenditure projects,
together with such other information, particulars or documents as theCommision
may require to assess such progress.
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Capital cost

T he approved investment plan of the Digtribution Licensee shall be the basisfor
determining the annual allowable capital cos for each financial year for any capitd
expenditure project initiated on or after April 1, 2005 with a value exceedingRs
Ten (10) crores.

For each capital expenditure project, the sum total of annual allowable capitd cod
from the date of commencement of such project till the date of commissoningshal
be the original cost of such project:

Provided that the Commisson may permit additional costs, which areinthenaue
of capital expenditure, to be included in the original cost of the project beyondthe
date of commissioning, upon application for the same made by the Digtribution
Licensee.

Where the actual cost incurred on a capital expenditure project exceeds the
esimate of origina cost approved as part of the invesment plan or where the
Didgribution Licensee has reasonable grounds to believe that the actual cost will
exceed such approved estimate, then the Distribution Licensee shall apply to the
Commission for approval for variation in the esimate of original cog of the
project, aspart of the annual performance review:

Provided that the Commission shall, after due scrutiny, permit such increasetobe
dealt with in the manner provided in Regulation 18 above if it issatisfied tha the
increase is reasonable and has arisen due to uncontrollable factors.

Where the actual cost incurred on a capital expenditure project islower than the
approved estimate of original cost and such savingsin capital cost is onaooount of
controllable factors, the Commission shall, after due scrutiny, permit the readtent
savingsin interest on loan capital during the construction period on such projedt to
be dealt with in the manner provided in Regulation 19 above:

Provided that where the savingsin capital cost isdueto uncontrollable factors, it
shall be dealt with in the manner provided in Regulation 18 above.

Notwithsanding anything contained in this Regulation 72, for any capital
expenditure project with avalue not exceeding Rs. Ten (10) crores, the adtud cog
asrecorded in the books of account of the Distribution Licensee shall be the bess
for determining the annual allowable capital cost and the original cost of the
project, subject to prudence check by the Commission.

Notwithstanding anything contained in this Regulation 72, for any capita
expenditure project approved before April 1, 2005, the actual cost asrecordedin
the books of account of the Digtribution Licensee shall be the bass for dtermining
the annual alowable capital cost and the original cost of the project, subject to
prudence check by the Commisson.

The provisons of the Satements of Accounting Sandards (ASLO): Acoountingfor
Fixed Assets of the Ingtitute of Chartered Accountants of India shall apply,tothe
extent not inconsstent with these Regulations, in determining the original cog of
capital expenditure projectsand/ or original cost of fixed assets capitalized.
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The annual allowable capital cost shall be assumed to have been evenly incurred
during such financial year, for the purpose of these Regulations.

An additional amount of 1.5 per cent of the origina cost of project shall be
permitted to be included in the original cost of project on account of capitalized
initial spares.

The impact of any foreign exchange rate variation on aforeign curency loanteken
to finance a capital expenditure project shall be treated in accordance with the
Satementsof Accounting Sandard (ASL1): Accounting for the Effectsof Changes
in Foreign Exchange Rates of the Ingtitute of Chartered Accountants of India.

Provided that the actual or normative loan capital determined as per Reglaions73
and 74 of these Regulations shall be considered for inclusion in the above.

The amount of any contributions made by consumers and Digtribution System
Userstowards works for connection to the distribution system of the Digtrilution
Licensee shall be deducted from the original cost for such project for the purpose
of calculating the amount of loan capital and equity capital under these
Regulations.

Provided that for the purpose of depreciation under Regulation 76.4 below, the
original cost of project before deduction of any such contributions shall be taken
into account.

Debt-equity ratio

Any capital expenditure incurred during a financial year on a capital expenditure
project commenced on or after April 1, 2005 and/ or on purchase of fixedasss on
or after such date shall be assumed to be financed at a normative debt:equity retio
of 70:30, to be applied on the annual allowable capital cost for such year.

Any fixed asset capitalized on account of a capital expenditure project commenosd
on or after April 1, 2005 or on account of fixed asset purchased on or after such
date shall be assumed to have been financed at a normative debt:equity ratio of
70:30 to be applied on the original cost of such project/ fixed asset.

Any approved change in the original cost of a project/ fixed asset after thecateof
commissoning shall be assumed to have been financed at the normative
debt:equity ratio.

Where the Digtribution Licensee has achieved financial closure prior to thecateof
notification of these Regulations in respect of a capital expenditure project
commenced on or after April 1, 2005 with a debt:equity ratio lessthan 70:30,he
may apply to the Commission for exemption from Regulation 73.1 along with
reasons therefor:

Provided further that the Commisson may exempt such capital expendtureproject
from the normative debt:equity ratio if it believes that the application of
Regulation 73.1 islikely to adversely affect the commissioning schedule of such
project and thereby, the cost and quantity of electricity supplied to consumers.
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The Commisson may, if it deems appropriate, allow arelaxation in theddt:egity
ratio norm specified in this Regulation 73 where the applicant reasonably
demongtratesinability to raise loan capital, up to the sipulated norm, deto market
congtraints, corporate/ group exposure norms of lenders or amilar factors

Provided that the Commission shall give any interested or affected party the
opportunity to make representations before approving a relaxation in the
debt:equity ratio norm under this Regulation 73.5.

Loan repayment schedule

T he repayment schedule for all approved loans of the Digtribution Licensee asa
March 31, 2005 shall be in accordance with the loan agreements:

Provided that where any new loan (or additional tranche of existing loan) isteken
on or after April 1, 2005 in respect of an approved capital expenditure project
commenced (but not commissioned) prior to April 1, 2005, then any such loan
taken till the date of commissioning of the project shall be treated as an existing
loan for the purpose of recovery of interest expense under these Regulations.

The loan capital calculated usng the normative debt:equity ratio under
Regulation 73 above shall be assumed to be repaid each year based on a normdive
repayment schedule:

Provided that the amount of such normative repayment for ayear shall beeqdto
the amount of depreciation on the fixed asset to which such loan relates:

Provided further that where the outstanding normative loan balance islesthanthe
amount of normative loan repayment calculated as above, the repayment shdl be
assumed to be equal to the outstanding normative loan balance and no further
amount shall be permitted on account of such loan:

Provided also that all normative repayments are assumed to be made on Sptember
30" of each financial year.

Where the actual amount of loan repayment in any financial year exceedsthe
amount of depreciation allowable under Regulation 76.4.1, the Digribution
Licensee shall be allowed an advance againgt depreciation for the difference
between the actual amount of such repayment and the allowable depreciation for
such financial year:

Provided that the advance against depreciation shall be restricted to 1/10™ of the
principal amount of loans that are to be repaidin such financial year minusthe
amount of depreciation allowable under Regulation 76.4.1.

Provided also that the amount of loan repayment, calculated in accordance with
Regulation 74.1 and Regulation 74.2 above shall be assumed to be increasadly the
amount of such advance againgt depreciation allowed to the Digtribution Licansss

Provided also that upon repayment of the entire loan amount, the origind cod of
the fixed asset shall be reduced by the amount of accumulated depreciation andby
the total amount of advance againg depreciation availed by the Digtribution
Licensee and the resulting depreciable value shall be spread over the balanceussu
life of the fixed asset.
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76.1.1

Sal es forecast

The Digribution Licensee shall submit amonthly forecast of the expectedsdesof
electricity to each tariff category andto each tariff dabwithin such tariff caegpry
to the Commission for approva along with the application for determination of
tariff:

Provided that the period covered by such sales forecast shall coincide with the
period for which forecasts estimates are being submitted as part of such
application.

The salesforecast shall be consstent with the load forecast prepared aspat of the
long-term power procurement plan under Part D of these Regulations and dhdl ke
based on pagt data and reasonable assumptionsregarding the future:

Provided that where the Commission has stipulated a methodology for forecaging
salesto any particular tariff category, the Distribution Licensee shall incorporae
such methodology in developing the salesforecast for such tariff category.

The Commisson shall review the sales forecast for reasonableness and, upon
completion of such review, either-

(@) issuean Order approving such forecast with such modifications or condtions
asmay be specifiedin the said Order; or

(b) regject the forecast and ask the Digribution Licensee to submit a revised
forecast takinginto consideration such factorsasit may specify.

Calculation of aggregate revenue requirement

Return on equity capital

The Digribution Licensee shall be allowed areturn at therate of 16 per cent per
annum, in Indian Rupee terms, on the amount of approved equity capital:

Explanation | — for the purpose of this Regulation, equity capital shall be theam
total of paid-up equity capital, preference share capital, fully /
compulsorily convertible debentures (or other financial ingrument
with equivalent characterigics), foreign currency convertible
bonds, share premium account and any reserves, available for
digribution as dividend or for capitalization by way of issue of
bonus shares, which have been invested in the Distribution
Business and in the Retail Qupply Business. The amount of any
grant, revaluation reserve, development reserve, contingency
reserve and contributions from consumers / users shall not be
included in the equity capital. The amount reflected in the books
of account as deferred tax liability or deferred tax asset of the
Digribution Business and the Retail Qupply Business shall be
added or deducted, asthe case may be, from the amount of equity
capital
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Explanation Il —for the purpose of this Regulation, the amount of eqity capitd as
at April 1, 2005 shall be computed as follows:

Equity capital as at April 1, 2004 as determined by the Commission in
accordance with Explanation | above, plus

Equity capital portion of the allowable capital cos, for the invest mentsput to
use in distribution business, calculated in accordance with Regulations 72 and
73 above, for the year ending March 31, 2005:

Provided that in case of a Digtribution Licensee formed as aresult of atransfer
scheme under Section 131 of the Act, the date of the said transfer scheme dhdl be
the effective date ingtead of April 1, 2004 for determination of equity capital
above:

Provided further that in case of a local authority engaged, before the
commencement of the Act, in the business of distribution of electrigty, theopening
balance of equity capital shall be stipulated appropriately by the Commisioninits
Order passed under sub-section (3) of Section 64 of the Act.

The amount of equity capital at the commencement of each financia year
thereafter shall be computed asfollows:

Equity capital as at the commencement of the previous financia year,
calculated in accordance with these Regulations, plus

Equity capital portion of the allowable capital cost, for the investmentspt to
use in distribution business, calculated in accordance with Regulations 72 and
73 above, for the previousfinancial year.

Thereturn on equity capital shall be computed in the following manner:

(@ Return at the allowable rate as per Regulation 76.1.1 above, applied on the
amount of equity capital at the commencement of the financial year; plus

(b Return at the allowable rate as per Regulation 76.1.1 above, applied on
50 per cent of the equity capital portion of the annual allowable capitd cod,
for the invetments put to use in digribution business, calculated in
accordance with Regulation 72 and Regulation 73 above, for such financial
year.

Any over-recovery or under-recovery of return on equity capital on account of
variations in the annual allowable capital cost from the approved level shall be
attributed to the same controllable or uncontrollable factors as have reaitedinach
capital cod variations.

Income-tax

Income-tax on the income of the Disribution Licensee shall be allowed for
inclusion in the aggregate revenue requirement.
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The Didribution Licensee shall include an estimate of hisincome-tax liability
along with the application for determination of tariff, based on theprovigonsof the
Income-Tax Act, 1961:

Provided that any change in such income-tax liability on account of assessment
under the Income-tax Act, 1961 shall be dealt with as being on account of
uncontrollable factors:

Provided further that any change in such income-tax liability on acoount of changes
in the provisons of the Income-Tax Act, 1961 shall be dealt with asbeing on
account of uncontrollable factors:

Provided further that any change in such income-tax liability on acoount of change
in income of the Digribution Licensee from the approved forecast shall be
attributed to the same controllable or uncontrollable factors as have resutedinthe
change in income and shall be dealt with accordingly.

T he benefits of any income-tax holiday, credit for unabsorbed losses or uinasorbed
depreciation on the distribution system or any part thereof shall betaken into
account in calculation of theincome-tax liability of the Distribution Licensee.

Interest on loan capital

The Digribution Licensee shall be allowed to recover the interest expense on all
approved loansasat March 31, 2005, based on the approved interest rate andthe
repayment schedules of such loans, in accordance with Regulation 74 above.

The Digribution Licensee shall be allowed to recover the interest rate on dl loans
taken for approved capital expenditure projects commenced on or after April 1,
2005, approved additionsto fixed assets and approved purchases of fixedasgtson
or after such date based on the following terms and conditions.

(@ Theinteres rate shal as approved by the Commission in the investment
plan;

(b)  Thevalue base shall be the normative loan capital of such capitd expendture
project / fixed asset purchased,

(¢) Thenormativeloan capital shall be assumed to be repaid in accordancewith
the normative repayment schedule as per Regulation 74 of theseRegdations

The provisons of the Satements on Accounting Sandard (ASL6): Borrowing
Cogsof the Ingtitute of Chartered Accountants of India shall apply, to theextet
not inconsistent with the provisions of these Regulations, in the determination of
interest on loan capital.

The Commission shall allow taxes on interest, commitment charges, finance
charges and any exchange rate difference arisng from foreign currency
borrowings, to the extent recognized asinterest cost in the books of account of the
Digtribution Licensee.
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764.1

764.2

764.3

765

765.1

765.2

765.3

Depreciation, including Advance Against Depreciation

The Digribution Licensee shall be permitted to recover depreciation on thevdue
of fixed assets used in the Disribution Business computed in the following
manner:

(@ The approved original cost of such fixed assets shall be the value base for
calculation of depreciation;

(b) Depreciation shall be computed annually based on the straight linemethoda
the rates specified in the Annexure to these Regulations:

Provided that the residual value of the asset shall be considered at 10 per cent of
the alowable capital cost and depreciation shall be allowed upto a maximum of
90 per cent of the allowable capital cost of the asset:

Provided further that depreciation shall not be permitted on land and the vaueof
land shall be excluded from the allowable capital cost for the purpose of cdadaion
of depreciation:

Provided that the provisons of the Satements of Accounting Sandard (AS6):
Depreciation Accounting shall apply, to the extent not inconsstent with these
Regulations, in calculating depreciation under these Regulations.

In addition to depreciation, the Distribution Licensee shall be entitled to Advance
againgt Depreciation, computed in accordance with Regulation 74.3 above.

The Digribution Licensee shall be permitted to recover amortisation of intangde
assets upto such level asmay be approved by the Commission.

Explanation — for the purpose of this Regulation, the term “ intangible ass’ sl
mean such pre-operative and promotional expenditure incurredin
cash and shown as a debit in the capital account of the Digtriktion
Licensee ashasfairly arisen in promoting the Distribution Busnes
/ Retail Supply Business and shall exclude any amount paid or
otherwise accounted as goodwill.

Cost of power generation/ power purchases

The Digribution Licensee shall be allowed to recover the cost of power genaated
by the Generation Business or purchased from external sources for supply to
consumers based on the annual power procurement plan of the Digribution
Licensee.

The power procurement plan shall be prepared based on the sales forecast and
takinginto consderation the approved level of transmisson losses, in accordence
with Regulation 54 and approved level of distribution losses, in accordance with
Regulation 81 below.

The power procurement plan shall be consggent with the long-term power
procurement plan of the Digribution Licensee with regard to power ganearaionand
purchases from long-term sources of supply.
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765.5

765.6

766

766.1

766.2

76.7

76.7.1

Where any short-term power procurement isintended, it shall be in accordance
with the regulations contained in Part D of these Regulations.

The Commission shall determine the quantum of electricity to be procured from
various sources of supply, including the Generation Business of the Digtribution
Licensee, in accordance with the principle of merit order schedule and dispatch,
based on aranking of all approved sources of supply in the order of vaigdecos or
price.

The Digribution Licensee may be entitled to receive or shall be requiredto bee, as
the case may be, the charges for deviations between scheduled energy drawal and
actual energy drawal, in accordance with the Balancing and Settlement Code, as
may be published by the Sate Load Despatch Centre and approved by the
Commission:

Provided that the extent of incluson of such chargesin computation of agyeete
revenue requirement for the Digribution Licensee shall be stipulated by the
Commission.

T ransmission charges

The Digribution Licensee shall be allowed to recover transmisson chargespayade
to a Transmisson Licensee for accessto and use of the intra-Sate transmisson
system of such Transmisson Licensee in accordance with the tariff approved by
the Commission under Part F of these Regulations.

The Digribution Licensee shall also be allowed to recover the following expenses
at the approved level:

(@) chargesfor use of intervening transmisson facilities,

(b) wheeling charges for use of the digribution syssem of other Digtribution
Licenseg;

(c) charges for access to and use of an inter-Sate transmission sysem, in
accordance with tariffs specified by the Central Commission; and

(d) fees and charges of the Regional Load Despatch Centre and Sate Load
Degpatch Centre, asmay be specified

Operation and Maintenance expenses

The Digribution Licensee shall be permitted to recover all reasonable and
jugtifiable operation and maintenance expenses relating to the Digribution
Business and Retail Supply Business.

Provided that the Digtribution Licensee shall submit aforecast of all achopeaaion
and maintenance expenses alongwith the application for determination of tariff:

Provided further that such forecast shall be based on past performance and/ or
operating norms and shall be supported by detailed calculationsthat explain the
basisfor such forecast.
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768.1

76.8.2

768.3

Explanation — for the purpose of thisRegulation, “ operation and maintenance

(a)

(b)
(©)
(d)
(e)
()
(9
(h)

expenses’ shall include the following:
employee cods, including bonus and contributionsto provident fund, staff
pension and gratuity computed under any law for the time being in forceor
any scheme approved by the Commission;
repairs and maintenance;
rent, rates and taxes, other than income-tax;
legal charges,
provisonsfor doubtful debts;
auditors fees;
expenses on apprentice and training schemes,
any other expense not covered above or elsewhere in these Regulations,
relating to the Disribution Business / Retail Supply Business that is

alowable as a deduction in the calculation of income under the Income-tax
Act, 1961.

Interest on working capital

The Digribution Licensee shall be alowed interest on the estimated level of
working capital for the financial year, computed as follows:

(a)

(b)

(©)

(d)

(e)

One-twelfth of the amount of Operation and Maintenance expensesfor ach
financial year; plus

One-twelfth of the sum of the book value of stores, materials and supplies
including fuel on hand at the end of each month of such financial year; plius

Two months equivalent of the expected revenue from sale of dedricty a the
prevailing tariffs; minus

Amount held as security deposits under clause (a) and clause (b) of sub-
section (1) of Section 47 of the Act from consumers and Digribition Sy/dem
Users, minus

One month equivalent of cost of power purchased, based on the annual
power procurement plan.

Interest shall be allowed at arate equal to the Short Term Prime Lending Rateof
the Sate Bank of Indiaasat the date on which the application for dderminetion of
tariff ismade.

Interest shall be allowed on the amount held as security deposit from Distribition
Sysem Users and consumers at the Bank Rate as at the date on which the
application for determination of tariff is made.
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769.1

769.2

77

771

78

78.1

79

79.1

Contribution to contingency reserves

Where the Distribution Licensee has made an appropriation to Contingencies
Reserve, asum not lessthan 0.25 per cent and not more than 0.5 per cent of the
original cost of fixed assets shall be allowed towards such appropriation in the
calculation of aggregate revenue requirement:

Provided that where the amount of such Contingencies Reserves exceedsfive (5)
per cent of the original cost of fixed assets, no appropriation shall be madewhich
would have the effect of increasing the reserve beyond the said maximum:

Provided further that the amount so appropriated shall be investedin securities
authorized under the Indian Trusts Act, 1882 within a period of sx monthsof the
close of thefinancial year.

T he Contingency Reserve shall not be drawn upon during the term of the licence
except to meet such charges as may be approved by the Commission as being:

(@) Expensesor lossof profitsarising out of accidents, strikesor circumstances
which the management could not have prevented;

(b) Expenseson replacement or removal of plant or works other than expenss
requiste for normal maintenance or renewal;

(c) Compensation payable under any law for the time being in force and for
which no other provison is made:

Provided that such drawal from Contingency Reserve shall be computed after
making due adjussmentsfor any other compensation that may have been recaved
by the Licensee as part of an insurance cover.

Non-Tariff Income

T he amount of non-tariff income relatingto the Digribution Business and/orthe
Retail Supply Business as approved by the Commisson shall be deducted fromthe
aggregate revenue requirement in calculating the revenue requirement from retail
sale of electricity of the Digribution Licensee:

Provided that the Digribution Licensee shall submit full details of hisforecast of
non-tariff income to the Commission along with his application for deeminaion
of tariff.

Income from wheeling charges

The amount of any income from wheeling charges, calculated in accordance with
Part G of these Regulations, as approved by the Commission, shall be deducted
from the aggregate revenue requirement in calculating the revenue requirement
from retail sale of electricity of the Distribution Licensee.

Income from Other Business

Where the Digribution Licensee has engaged in any Other Business, an amount
equal to one-third of the revenuesfrom such Other Business after deduction of dl
direct andindirect costsattributed to such Other Business shall be deducted from
the aggregate revenue requirement in calculating the revenue requirement from
retail sale of electricity of the Digribution Licensee:
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80.1

80.2

81

811

Provided that the Digribution Licensee shall follow a reasonable basis for
alocation of al joint and common costs between the Distribution Businesandthe
Other Business and shall submit the Allocation Satement to the Commisiondong
with his application for determination of tariff:

Provided further that where the sum total of the direct and indirect costs of such
Other Business exceed the revenues from such Other Businessor for any other
reason, no amount shall be allowed to be added to the aggregate revenue
requirement of the Digribution Licensee on account of such Other Business.

Provide also that nothing contained in this Regulation shall apply to a local
authority engaged, before the commencement of the Act, in the busness of
disribution of electricity.

Receipts on account of cross-subsidy surcharge and additional surchargeon
charges of wheeling

The amount received by the Digribution Licensee from a Generating Company or
Licensee giving supply of electricity within the area of supply of the Distribution
Licensee by way of cross-subsidy surcharge, as approved by the Commission in
accordance with the Digtribution Open Access Regulations shall be deducted from
the aggregate revenue requirement in calculating the revenue requirement from
retail sale of electricity of such Digtribution Licensee.

T he amount received by the Digtribution Licensee by way of additional surchage
on charges of wheeling, from consumers of such Digtribution Licensee who have
chosen to receive supply of electricity from a Generating Company or Licensee
other than such Digribution Licensee, as approved by the Commisson in
accordance with the Digtribution Open Access Regulations shall be deducted from
the aggregate revenue requirement in calculating the revenue requirement from
retail sale of electricity of such Digtribution Licensee.

Distribution losses

The Digribution Licensee shall be allowed to recover the approved levd of enagy
losses arising from the Retail Supply Business:

Provided that the Commisson may stipulate atrajectory for distribution losssin
accordance with Regulation 16 as part of the multi-year tariff framenork goplicade
to the Digtribution Licensee:

Provided further that any variation between the actual level of disribution loses
and the approved level shall be dealt with, as part of the annual performance
review, in accordance with the mechanisms provided in Regulation 18 or
Regulation 19, asthe case may be:

Provided also that the Commisson may sipulate a time period beyond which
Digribution Licensee shall not be permitted to recover, under this Regulation,
energy losses arisng from theft, pilferage, failure to meter or hill for electricity
trangmitted.
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823

824

825

Fuel surcharge adjustment

With effect from the first day of September, 2005, the Digtribution Licenseddl
pass on adjustments, due to changes in the cost of power generation and power
procured due to changes in fuel cost, through the Fuel Adjusment Cost (FAC)
formula, as specified below.

The FAC charge shall be applicable on the entire sale of the Digribution Licensee
without any exemption to any consumer.

The FAC charge shall be computed and charged on the basis of actual variationin
fuel cogsrelating to power generated from own generation stations and power
procured during any month subsequent to such costs being incurred, in accordance
with these Regulations, and shall not be computed on the basis of estimated or
expected variationsin fuel cogs.

The Didribution Licensee shall submit details in the sipulated format to the
Commisson on a quarterly basisfor the FAC charged and, for this purpose, shall
submit such details of the FAC incurred and the FAC charged to al consumersfor
each month in such quarter, along with the detailed computations and supporting
documents as may be required for verification by the Commission:

Provided that where the FAC isbeing charged for the firgt time subsequent to the
notification of these Regulations, the Disgtribution Licensee shall obtain the
approval of the Commisson prior to levying the FAC charge:

Provided further that the FAC charge applicable to each tariff category of
consumers shall be displayed prominently at the cash collection centresandonthe
internet website of the Distribution Licensee:

Provided that the Digribution Licensee shall put up on hisinternet website such
details of the FAC incurred and the FAC charged to all consumersfor each month
along with detailed computations.

Theformulafor the calculation of the FAC shall be as given under:

FAC (Rscrores) = C+1|+B, Where

FAC = Fuel Adjusment Cost

C = Change in cog of own generation and power
purchase due to variation in the fuel cost

I = Interest on working capital

B = Adjusment factor for over-recovery / under-recovery

Explanation | — for the purpose of this Regulation 82.5, theterm “ C” shall be
computed in accordance with the following formula:

C(Rs. Crores) = Arcgen + Arcpp, Where:

Arc Gen Change in fuel cost of own generation. T his change would be
computed based on the norms and directives of the Commisson,
including heat rate, auxiliary consumption, generation andpower
purchase mix, etc.
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82.7

828

829

82.10

Arcpp - Change in energy charges of power procured from other sources
T hischange would be allowed to the extent it satisfies theaiteia
prescribed in these Regulations and the prevailing tariff order,
and subject to applicable norms.

Explanation Il —for the purpose of this Regulation 82.5, theterm “1” shdl men
changein interest on working capital on account of chengeinfud
cost.

Explanation |11 — for the purpose of this Regulation 82.5, the term “B” shall be
computed in accordance with the following formula:

B,, (Rs. Crores) = A, + Ry,

Where:
Aj4 . Incremental cos in month “ 34",
Ry, . Incremental cost in month “ J4” actually recoveredin month “J2".

The monthly FAC charge shall not exceed 10% of the variable component of taiff,
or such other ceiling as may be stipulated by the Commisson from time to time

Provided that any excessin the FAC charge over the above ceiling shall becaried
forward by the Digribution Licensee and shall be recovered over such future
period as may be directed by the Commission.

The calculation for FAC to be charged for the month “ J' shall be asfollows.
FAC; (Rscrores) = Cyy + 13, +Byy

T he FAC would be applicable from the month following the month in which the
additional costsare calculated.

The FAC charge shall be allowed only in respect of approved power purchasesof
the Digribution Licensee and in respect of power purchases made in accordance
with Regulation 25 where the approval of the Commission isnot required under
these Regulations.

Thetotal FACrecoverable, as per the formula specified above, shall be recoveed
from the actual salesin “ Rupees per kilowatt-hour” terms:

Provided that in case of unmetered consumers, FAC shall be recoverable bassdon
edimated saes to such consumers, calculated in accordance with such
methodology as may be sipulated by the Commission:

Provided further that where the actual distribution losses of the Distribution
Licensee exceed the level approved by the Commisson, the amount of FAC
corresponding to the excessdigribution losses (in kwh terms) shall be deducted
from the total FAC recoverable.

Calculation of FAC per kWh shall be as per the following formula:

FACgsxwn = (FAC/ (Metered sales + Unmetered consumption estimates +Exces
digribution losses)) * 10
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PART I:

GRANT OF SUBSIDIES BY STATE GOVERNMENT

83

831

832

833

834

PART J:

Manner of provision of subsidy by State Government

With effect from the first day of September, 2005, if the Sate Govanment reguires
the grant of any subsdy to any consumer or class of consumersin the tariff
determined by the Commission, the Sate Government shall pay in advance the
amount to compensate the Licensee/ person affected by the grant of sulddyinthe
manner specified in this Regulation, with prior approval of the Commission.

The amount of subsidy agreedto by the Sate Government shall be providadinthe
form of grant by the Sate Government.

The subsidy shall be passed on to eligible consumers only in proportion to the
extent to which the total requirement of the Licensee is paid by the Sate
Government.

Provided that in case of shortfall in actual release of subsidy, either because of
errorsin estimation or for any other reason, such shortfall, shall beshowndeatly in
the consumers bill and shall be disributed on a pro rata bass between the
concerned eligible consumers until such time asit isreduced or eliminated.

The Licensee shall clearly indicate in the consumer’shill (a) the tariff detemined

by the Commission; (b) the amount of Sate Government subsidy and the rateand
period thereof; (c) the net amount payable.

MISCELLANEOUS

84

84.1

85

851

Power to amend

The Commission may, at anytime, vary, alter, modify or amend any provigonsof
these Regulations.

Power to remove difficulties

If any difficulty arisesin giving effect to the provisons of these Regulations, the
Commisson may, by general or specific order, make such provisons not
inconsistent with the provisions of the Act, as may appear to be necessary for
removing the difficulty.
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Annexure |

DEPRECIATION SCHEDUL E

o Fair life Depreciation
Description of Assets (years) (Straight ling
A. Land owned under full title Infinity -
B. Land held under lease
a) forinvestmentin the land The period of lease or the
period remaining unexpired
on the assignment of the
lease
b) for cost of clearing the site The period of Ilease -
remaining unexpired at the
date of clearing the site
C. Assets Purchased New:
a. Plant and machinery in generating stationsincluding
plant foundations
i) Hydro-electric 35 2.57
ii) Steam electric 25 3.60
NHRS &Waste Heat Recovery Boilers/Plants
iii) Diesel-electric and gas plant 15 6.00
b. Cooling towers and circulating water systems 25 3.60
c. Hydraulic works forming part of Hydro-electric
systems including:-
i) Dams, Spillways, weirs, canals, reinforced 50 1.80
concrete Flumes and siphons
ii) Reinforced concrete pipelines and surge tanks 35 2.57
steel pipelines, sluice gates, steel surge
(tanks) hydraulic control valves and other
hydraulic works
d. Building & civil engineering works of permanent
character
i) Offices & showrooms 50 1.80
ii) Containing thermo-electric generating plant 25 3.60
iii) Containing hydro-electric generating plant 35 2.57
iv) Temporary erection such aswooden structures 5 18.00
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v) Roadsotherthan kutcha roads 50 1.80
vi) Others 50 1.80
Transformers, transformer (Kiosk) sub-station
equipment & other fixed apparatus (including
plant foundations)
i) Transformers (including foundations) havinga 25 3.60
rating of 100 kilo volt amperes and over
ii) Others 25 3.60
Switchgear including cable connections 25 3.60
Lightning arrestors
i) Station type 25 3.60
ii) Pole type 15 6.00
iii) Synchronous condensor 35 2.57
Batteries 5 18.00
i) Underground Cable including joint boxesand 25 3.60
disconnected boxes
ii) Cable duct system 50 1.80
Overhead linesincluding supports:
i) Lineson fabricated steel operating at nominal 35 2.57
voltages higher than 66 kv
ii) Lines on steel supportsoperating at nominal 25 3.60
voltages higher than 13.2 kilovolts but not
exceeding 66 kilovolts
iii) Lineson steel or reinforced concrete supports 25 3.60
iv) Lineson treated wood supports 25 3.60
Meters 15 6.00
Self propelled vehicles 5 18.00
Air conditioning plants:
i) Static 15 6.00
ii) Portable 5 18.00
i) Office furniture and fittings 15 6.00
ii) Office equipments 15 6.00
iii) Internal wiring including fittings and apparatus 15 6.00
iv) Street light fittings 15 6.00
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Apparatus let on hire
i) Otherthan motors 5 18.00
ii) Motors 15 6.00
Communication equipment:
i) Radio and high frequency carrier system 15 6.00
ii) Telephone linesand telephones 15 6.00

Assets purchased second hand and assets not
otherwise provided for in the Schedule

Such reasonable period asthe Commision
determines in each case having regard to
the nature, age and condition of the assets
at the time of its acquisition by the
Generating Company/ Licensee
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Annexure-lI
Procedure for calculation of Transmission System Availability

1. Transmisson Sysem Availability shall be calculated separately for each T rangmision
System. Thetransmisson elements shall be grouped into following categories for the
purpose of calculation of availability of Transmisson Sysems:

i)  ACtransmisson lines: Each circuit of AC transmission line shall be consdered
asone element.

i)  Inter-Connecting Transformers (ICTs): Each ICT bank (three single phase
transformer together) shall form one element.

i) Satic VAR Compensator (SVC): SYC along with SVC transformer shall form
one element. However, 50% credit to inductive and 50% to capacitive rating
shall be given.

iv) Switched Bus Reactor: Each switched Bus Reactor shall be considered as one
element.

v) HVDC Bi-pole links: Each pole of HVDC link alongwith associated equipment
at both ends shall be considered as one element.

vi) HVDC back-to-back gation: Each block of HVDC back-to-back station shal ke
consdered asone element. If associated AC line (necessary for transfer of inter-
regional power through HVDC back-to-back station) isnot available, theHVDC
back-to-back station block shall also be consdered as unavailable.

2. TheAvailability of AC and HVDC portion of Transmisson system shall be caladaed
as under:

% System Availability for AC system

0X AV, +p X AV, + X AV, +1 X AV,

R O EEE X 100
o+p+q+r
% System Availability for HVDC system
s X AV +t XAV,
e CGanEEEEEEEEEE R TR PR X 100
S+t
Where
0 is Tota number of AC lines.
AV, is Availability of o number of AC lines.
p is Total number of switched busreactors.
AV, is Availahility of p number of switched busreactors.
q is Total number of ICTs.
AV, is  Availability of g number of ICTs,
r is Total number of SVCs.

AV, is Availability of r number of SVCs.
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S is T otal number of HVYDC poles
AV, is Availability of snumber of HVDC poles

t is Total number of HVDC back-to-back station blocks.
AV, is Availability of t number of HVDC back-to-back station
blocks

3. Theweightage factor for each category of transmisson elements shall be as under:

i) For each circuit of AC line— Qurge Impedance L oading for Uncompensatedline
(9L) multiplied by Circuit Km.

ii) 9L rating for various voltage level and conductor configuration is given in
Appendix-Il to this Annexure. However, for the voltage levels andor cond.ctor
configurations not listed in Appendix-II, appropriate SL based on technical
condderations may be used for availability calculation under intimation to
Transmisson System Users.

iii)  For each HYDC pole — Therated MW capacity x Circuit Km.
iv) For each ICT bank — T he rated MVA capacity.

v) For SYC - Therated MVAR capacity (inductive & capacitive).
vi)  For switched Busreactor — T he rated MVAR capacity.

For HVDC back-to-back station connecting two Transmisson Syssems—Rated MW
capacity of each block.

4.  Theavailahility for each category of transmisson elements shall be calcuatedbessdon
the weightage factor, total hours under consideration and non-available hoursfor eech
element of that category. Theformulae for calculation of Availability of each category
of the Transmisson elementsare asper Appendix-I to thisAnnexure - II.

5. Thetransmisson elements under outage due to following reasons not attribtadetothe
transmission licensee shall be deemed to be available:

i) Shut down of transmisson elements availed by other agency/agencies for
maintenance or construction of their transmisson system.

i)  Manual tripping of line due to over voltage and manual tripping of switchedbus
reactor as per the directionsof .DC.

6.  Outage time of transmisson elementsfor the following contingencies shall beexdwdd
from the total time of the element under period of consideration.

i) Outage of elements due to acts of God and force majeure events beyond the
control of the transmisson licensee. However, onus of satisfyingtheGCommisson
or any such other forum/agency as specified by the Commission that element
outage was due to aforesaid events and not due to design failure shall rest onthe
transmisson licensee. A reasonable restoration time for the element shall be
allowed by Commission or any such other forum/agency as specified by the
Commission and any additional time taken by the transmission licensee for
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resoration of the element beyond the reasonable time shall be treated asoutage
time attributable to the transmission licensee. Commission or any such other
forum/agency as specified by the Commission may consult the transmisson
licensee or any expert for esimation of restoration time. Circuits restored
through ERS(Emergency Restoration System) shall be considered as available.

i)  Outage caused by grid incident/disturbance not attributable to the transmisson
licensee, e.g. faultsin substation or bays owned by other agency causing outage
of the transmission licensee's elements, tripping of lines, ICT s, HVDC back-to-
back stationsetc. dueto grid disturbance. However, if the element is not resored
on receipt of direction from S DC while normalisng the system following grid
incident/disturbance within reasonable time, the element will be considered not

available for whole period of outage and outage time shall be attributable to the
transmission licensee.

7. If the outage of any element causesloss of generation at ain-state generationdations

then the outage period for that element shall be deemed to be twice the actual outage
period for the day(s) on which such loss of generation hastaken place.
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APPENDIX-I|

Formulae for calculation of Availability of each category of transmission elements

[0} (0]
AV, (Availahility of o no. of AClines) = > Wi(Ti -T i > Wi
i=1 Ti i=1

p p
AV,(Availahility of p no. of HYDC pole) =% Wi(Tj -Tnaj)/ 2 Wi
=1 Tj =1

q q
AV (Availability of g no. of ICTs) =2 Wk(Tk- Tyl > Wk
K=1 Tk k=1

r r
AV, (Availability of r no. of SYC9 3 ¥ 0.5WIL(TL-Tyal) + ¥ 0.5Wel (Tl =Tuldl
1=1

=T,
I=1 T Td

r r
Y05W, + 3 0.5Wc
=1 =1

S S
AV (Availability of sno. of Snitched= > Wm(Tm-Tya.m) > Wm
Busreactory m=1 Tm m=1

t t
AV, (Availahility of t no. of HYDC = Y} Wn(Tn-Tyan) > Wn
Back-to-back Blocks) n=1 Tn n=1

Where Wi = Weightage factor for i transmission line
Wij =  Waeightage factor for j"" HVDC pole
Wk =  Weightage factor for k" ICT
Wl & Wl = Weightage factorsfor inductive & capacitive operation of I S/C
Wm = Weightage factor for m™ bus reactor
Wn =  Weightage factor for "™ HVDC back to back block.

Ti, Tj, Tk, T, The total hours of i AC line, ' HVDC pole, K" ICT, I SVC

T, Tm& Tn  (Inductive Operation), I™ SVC (Capacitive Operation), m" Saitched
Bus Reactor & n™ HVDC back-to-back block during the period under
consideration (excluding time period for outages not attributable to
transmission licensee for reasons given in Para 6 of the procedure)

Taal s Tal T he non-availahility hours (excluding the time period for outages not

Trnak, Taal, attributable to transmission licensee taken as deemed availahility asper

Trach Tnam,  Para’ of the procedure) for i AC line, j"" HVDC pole, K" ICT , I"S/C
(Inductive Operation), ™ SVC (Capacitive Operation), m™ Saitched
Bus Reactor & n" HVDC back-to-back block.
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APPENDIX — 11

SURGEIMPEDANCELOADING (SIL) OF AC LINES

S.No. Line voltage Conductor SIL
(kv) Configuration (MW)
1 765 Quad Bersimis 2250
2 400 Quad Bersimis 691
3 400 Twin Moose 515
4 400 Twin AAAC 425
5 400 Quad Zebra 647
6 400 Quad AAAC 646
7 400 Tripple Showbird 605
8 400 ACKC(500/26) 556
9 400 Twin ACAR 557
10 220 Twin Zebra 175
11 220 dngle Zebra 132
12 132 Sngle Panther 50
13 66 Sngle Dog 10
M umbai (A. M. Khan)
Dated: 23 August, 2005 Secretary,

Maharashtra Electricity Regulatory Commision

MERC (Tems and Conditionsof T ariffy Regulation_For Natification Formatted Aug 24 25  Page 94 of 94



