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NOTIFICATION

The 14* November, 2014

No. 1539—O0ERC/RA/AMEND. REGU.-8/201 3-Vol - Il—In exercise of powers conferred under
Sections 61, 62 and 86, read with Section 181 of the Electricity Act, 2003 (Act 36 of 2003) and all other
powers enabling it in that behalf, the Odisha Electri ity Regulatory Commission hereby makes the following
Regulations, namely:—

1.  SHORT TITLE, COMMENCEMENT AND EXTENT :

1.1 TheseRegulations shall be called “Odisha Electricity Regulatory Commission (Terms and |
Conditions for Determination of Wheeling Tariff and Retail Supply Tarifl) Regulations,
2014",

1.2 ThweRegﬂaﬁon;shaHextmdtnﬂ:ewhuleﬂﬂ:eStﬂ;eofﬂdisha.

1.3 The Comtnission in specifying these Reguiations shall be guided by the principles contained in
Sections 61 and 62 of the Act. '

1.4 These Regulations shall come into force on the date of publication in the Official Gazette,
1.5 The Odisha General Clauses Act, 1937 shall apply to the interpretation of these Regulations.
1.6 These Regulations shall supersede the OERC {Terms & Conditions for Mterﬁrﬁﬁm of Tariff)
Reguiations, 2004. '
95 DEFINITIONS ANi} INTERPRETATIﬂﬂ -
21 In;lngechJlaﬁnns.unlgssthemntexxﬁmmﬁsemquirm,—
()  “Act”means the Electricity Act, 2003;

(®)  “Aggregate Revenue Requirement” or “ARR™ means for each Financial Year, the
¢osts pertaining {o the Licensed business which are permitted. in aceordance-with these
Regﬂaﬁma,hbermw&mdﬁnmﬂmhﬁﬁsmﬂchmg&sdﬂmnﬁmdby&ncmm;
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« A uditor” means an auditor appointed by the generating company, in accordance with
the provisions of Sections 224, 22::'.B'and 619 of the Companies Act, 1356 (1 of 1956},
as amended from time to time or Chapter X of the Companies Act, 2013 (18 of 2013)or
any other law for the time being in force;

“Base Year” means the Financial Year immediately preceding the first year of the applicable
Control Period; .- 5

“Change in Law™ means occurtence of any of the following events :—

(@) mwmmmmmmmmﬂmm
or repeal of any law; or

(i) change in interpretation of any lm;\r by a competent Court, Tribunal or Indian
Governmental Instrumentality which is the final authority under law for such
intexpretation; or

(i)  change by any competent statutory authority, in any consent, approval or licence
available or granted for the project.

“Collection Efficiency” for a pericd is defined as the ratio of actual revenue collected

for sales of energy excluding amrear and actual amount billed for sale of energy expressed

a3 percentage; |

“Commission” means the Oudisha Electricity Regu]atoryCmnnnssmn referred 10 in sub-
section (l)ofthe Section BEufth:Act

“Control Period” meansa multi-year period ﬁxadbytlm{:‘mﬁnissim,ﬁmﬁ:mmﬁme.
The 1* Control Period is from 1 April 2014 and up to 315t March 2019;

“Tistribution Loss” means the difference between the energy input (in units) and the

" energy sold (in units) as percentage of the total input energy (in units) measured through

“Financial statement™ means for each ﬁnm:ialyear,ﬂmfulluv&ngmnmts, namely:—

@  balance sheet, preparedinaccordance with the form contained in PestTof Schedule

I to the Companies Act, 2013 as amended from time to time;

(@  profit and loss account, complying with the tequirements contained in Part [T of

Schedule [T to the Companies Act, 2013;

(i) cash flow statement, prepared in accordance with the Accounting Standard on
. Cash Flow Statement (AS-3) of the Institute of Chartered Accountants of India;

{ﬁ’] report of the statutory auditors;
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(v} nostrmordsasmﬂactedinmebdokmfamomtsdcﬁnedhlSﬂctiﬁnzflil}ufﬂw
Companies Act, 201 3;

(vi) together with notes thereto, and such other supporting statements and
information as the Commission may direct from time to time:

Provided further that the Cotmission may, from time to time, specify regulatory accounts

to be maintained by a local authority under the Act.

“Financial Year” means a period commencing on 1st Apnl of a calendar year and ending
on 315t March of the subsequent calendar year;

“Force Majeure” for the purpase of these repulations means the event or circumstance
or combination of events or circumstances inchuding those stated below which partly or
fuslly prevents the distribution comperry to discharpe its finction as per the Licence Condition
and only if such events or circumstances are not within the control of the distribution
company and could not have been avoided, had the distribution company taken reasonable
care orcomplied with prudent utitity practices:

a) Act of God including lightning, drought, fire and explosion, earthquake, volcanic
eruption, landslide, flood, cyclone, typhoon, tornado, geological surptises, or
exceptionally adverse weather conditions which are in excess of the statistical
measures for the last huidred vears; or

b) Anry act of war, invasion, armed conflict or act of foreign enemy, blockade, embargo,
revolution, riot, inswrection, terrorist or military action; or

c) huhlstrymdcsmkesandlabnmdlsmmumeslnwganaummdeunpaumm

“GRIDCﬂ”mmsGR]DCD Lmumd,

“ljmmedm*mumntheﬂmhonsmdammﬁ,whmhﬂmhm is required
to undertake in terms of the Licence granted by OERC or deemed to have been granted;

“Licenses™ means a person who has been granted a Licence and shall include a deemed

“Operation and Maintenance Expenses” or “O&M expenses™ means the expendttm'e
incurred on operation and maintenance of the project, or part thereof, and also includes
the expenditure on manpower, repairs, spares, consumables, insurance and overheads;
“Other Business™ means other businesses of the Distribution Licensee under Section 51
of the Electricity Act, 2003;
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{r) “Prudence Check” means scrutiny of reasonableness of capital expenditure incurref or
proposed to be incurred, financing plan, use of efficient technology, cost and time overrun
and such other factors as may be considered approptiate by the Commission for
determination of tariff. While carrying out the Prudence Check, the Commission shall look
into whether the distribution licensee has been carefil in its Jjudgments and decisions for
executing the project or has been careful and vigilant in executing the project: |

(s) “Retail Supply Business™ means the business of sale of electricity by a Distribution
Licensee to the cétegury of consumers within its area of supply it accordance with the
terms of the Licence for distribution of electricity; _

(D) “Retail Supply Tariff” is the tariff charged ﬁy the Distribution Licensee for supply of
electricity to its consumers other than Open access consumer;

(b}  “Wheeling™ means the operation whereby the distribution system and associated facilities
ofa Distribution Licensee, are used by another person for the conveyance of electricity on
payment of charges to be determined under these Regulations;

(v}  “Wheeling Business” means the business of operating and maintaining a distribution
system for conveyance of electricity in the area of supply of the Distribution Licensee,

(W) *“Year” meansa financial year.

The words and expressions used int['mseregulaﬁmsandnmdeﬁmdhﬂeinhutdcﬁnedinﬂmm
or any other regulation of the Commission shall have the meaning assigned to them under the Act
orany other regulation of the Commission. ] ' :

All proceedings under these Regulations shall be governed by the OERC (Conduct of Business)
Regulations, 2004 as amended from time to time.

SCOPE OF REGULATIONS AND EXTENT OF THEIR APPLICATION :

In accordance with the principles laid outin these Regulations, the Commission shall determine the
tariff for; ' - '

(&) © Wheelingof clectricity, i e. Wheeling Turii:

(b)  Retail sale of electricity, i.c. Retail Supply Tariff

3 . :
Provided that in case of distribution of electricity in the same area by two ormore Distribution
Licensees, the Commission may,furpltunoﬁngcomiaetitiunmnmg Distribution Licensees, fix only
maximum ceiling of tariff for retail sale of electricity: _

Provided further that where the Commission has permitied open acoess to any category of
consumers under Section 42 of the Act, the Commission shall determine the Wheeling Tariff,
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cross-subsidy smchérge, additionat surcharge and other open access related charges in accordance
with these Regulations and OERC (Determination of Open Access Charges) Regulation, 2006 as
amended from time to time.

In accordance with the principles laid out in these Regulations, the Commission shall determine the
Aggregate Revenue Requirement { ARR) and Tariff for :

(a) Wheeling Business; and
(b} Retail Supply Business.

The ARR determined for the Wheeling Business shall be used to fix the “ﬂmclmngﬂ"fm“haelmg
of electricity.

The ARR determined for Retail Supply Business shall be used to fix the Retail Supply Tariff for
retail sale of electricity, ;

These Regulations shall apply to all the Distribution Licensees in the State of Odisha.
GENERAL APPROACH AND GUIDING PRINCIPLES :

The Commission shall adopt Multi Year Tariff Framework for approval of ARR and expected
revenue from tariffs and charges.
The Multi Year Tariff Framework shall be based on the following:—

(a) Business Plan submitted by the distribution licensee for the entite control penod for the
approval of the Commission prior to beginning of the control pmnd

(b) Trajectory for specific parameters 28 may be stipulated by the Comemission based on the
submissions made by the licensees, theuactualpa'ﬁmna:mdamand perfmnmeaclncwd
by similar utilities. '

Segregation of Wheeling and Retail Supply Business :

4.3

44

The Distribution Licensee shall segregate the accounts of the Licensed Business into Wheeling
Business and Retail Supply Business,

The Wheeling Charges of the Distribution Licensee shall bedetennundbyﬂmﬂmmnsmonﬂnﬂw -
basts of segregated accounts of Wheelmg Business ;

Provided that for such period until acoounts arescgregm:d,ﬂm licensee shall prepare an allocation
statement to apportion cost and revenues to Wheeling Business and Retail Supply Business and

 submit it along with its ARR for approval ofthe Cormission:

Provided that the allocation methodology shall remain mmtstent throughowt the conirol period:

Provided further {hat the Commission at appmpnate time, shall direct the wtility to segregate their
accounts for Wheeling Business and Retail Supply Business based on guidelines specified by the
Cormmiss
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appropriate by the Cominission.

Controllable and Uncontrollable costs ©

46  TheCommissiondefincs the following elements of costas Controtlableor Uncontrollable in ature:
S No | ARR ltem Controliable/
Uncontrollable Cost
1. Employee Cost Controllable
2. Repair and Maintenance Controllable
3. Administrative & General Expenses Controllable
"4, Interest and Finance Charges Comtrollable
5. Depreciation Controllable
6. Returnon Equity Controliable
7. Non-tariffincome Controllable
8. Power Purchase Expenses (including intea state transmission Uncontrollable
and SLIDC charges).
9. FuelCosts  Uncontrollable
10. TaxesonIncome  Uncontrollable
1. Inflafion Uncontrollsble
12. Exdmgcralevanaum Uncorsroliable
13. Force Msjeurs Conditions Uncontroltable
Provided further that the above specified table will be valid forthe First Control Period i.c. Lst
April 2014 and up to 31st March 2019 or till such time the same isrevised by the Commission.
5. BUSINESSPLAN: | |
51 TheDistribation Licenses shall file for the Commission’s approval, not less than 120 days before

{he commencement of the first year of the Controd Period or such other date as may be directed by
ﬂkamﬁssimaLongTemBuﬁnmlempmndhmm“&mmmmglﬂaﬁom.m

e hasefine values {operating and cost parameters) for the Control Period shall be determined by
the Commission and based on the approved values by the Commission in the past, latest audited
amounts.mﬁmaleofﬂleactual furmereleﬁmﬂyw.pmdme}mkandaﬂmfactmscmsidﬂed

Business Plan shall be for the entire Contro) Period and shall, infer afia, contain:
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$ales/Demand Forecast for each consumer category and sub-categories for each year of
the Business Plan;

Distribution loss reduction trajectory and collection efficiency for each year of the Business
Power Procurement Plan of the distribution licensee including details of availability of power
from renewable energy source as concurred by GRIDCO for ¢ach year of the business
plan period; _ '

The Capital Investment Plan shall be prepared in accordance with the sales/demand forecast,
power procusement plan, distribution loss u-ajecmry, targets for quality of supply etc. The
Capital investment plan shall be consistent with the perspective plan developed by the

"

State Transmission Utility (STU} based onthe data submitted by the Distribution Licensees. .

The investment plan should also include yearly phasing of capital expenditure along with
the financing plan and corresponding capitalization schedule;

The appropriate capital structure and cost of financing (interest on debt) and retum on
equity, terms of the existing loan agreements, etc.,

TMOpmﬁanmdMaimawme(D&NnmstsmﬁmatedforﬂwBaserandhvoyﬁ_us

prior to the Base Year with complete details, together with the forecast for each year of the
Business Plan Period based on the proposed efficiency in operating costs, norms for O&M
cost allowance including indexation and other appropriate mechanistt,

Details of depreciation based on fair life of the assets and capitalization schedule for each

.year of the control period.

A set of targets proposed for other controllable items such as working capital, quality of
supply targets, etc. The targsts shall be consistent with the capital investment plan proposed
by the Licensee;

Proposals for other items such as external parameters used for indexation (inflation, etc);

The filings in addition to the Business Plan period shall also comtain the data for the cost

and revenue parameters for the previous five years period.

mmﬁmnﬁﬂwycmiﬁmhMby]immmlhﬂemﬂmﬂahh
For all controllable costs, the Commissiot may set the targets for each year under review inthe
approved Business Plan. These targets shall be used for computing revenue requirement,

All non-controllable costs as checked by the Cornmission with due diligence and prodence shall
be treated as pass-through.
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The performance parameters whose trajectories have been specified as per these Regulations,
shall form the basis of projection of these performance parameters in the Business Plan.

Annual review of performance shall be conducted based on the actual vis-g-vis the approved
forecast and categorization of variations in performance into controllable factors and uncontrolable
factors;

The Commission shall make peﬁndic reviews of the licensee’s performance during the control
pesiod to address any practical issues, concerns or unexpected outcomes that tnay arise either in
generally or in specific situations.

PROCEDURE FOR TARIFF DETERMINATION :

The licensee shall make all filings for ARR as per anrtual schedule, by November 30” of every year

.of the Control Period. The ARR shall contain the proposal for Wheeling Tariffand Retaif Supply

Tariff including its computation. The licensee shall furnish the required information with regard to

technical, commercial and financial parameters in the formats as approved by the Commission

from time to time,

The annual filings for Wheeling Tariff shall contain the following : —

(a)  TheDistribution system or network usage forecast for the year consistent with the Business
Plan; '

(b} = Computation of Non-Tariff Income with item-wise description and details;

(¢}  Computationofincome from Other Businesses like Consultancy Services, Training Facilities,

eic;

(@  Computation oftarifffor Wheeling of electricity for the year, including the losses and the
procedure thereof; ' '

(6)  Expected revenue from proposed wheeling tariff,
The annual filings for Retail Supply Tariff shall contain the following :—

()  Licensee shall submit proposal for retail sale of electricity for the consumers pertaining to
Retail Supply Business, which shall include tariffs for each consumer calegory, siab-wise
and vottagewise. The proposed tariff shall also contain energy charges, demand charges,
of the Licensee should demonstrate that the tariffs are progressively reflecting the cost of
supply:

6)  ComputationofNon-Tariffncome with item-wise description and details;

(© CmmmﬁmornmﬁmnwmﬁhwmmT i+ ine Fxili
ete; -
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{d)  Expected Revenue from the proposed Retail Supply Tariff, and other matters considered
appropriate by the Distribution Licensee, including incentive schemes to consumets, cross
subsidy etc.

The licensee inthe ARR filing for the ensuing financial year shall indicate the manner in which the

gap, if any, between the charges which it is permitted to recover and the expected revenue calcutated

shatl be filled up. |

A Tariff Order shalt continue to be in force for such period as-may be indicated in the said order
unless amended earlier.

The Accounting Policy and Chart of Accounts shal] be followed by the licensee, as determined by
the Commission from time to time.

Where in case of distribution of electricity in the same area by two or more Distribution Licensees,
the Commission may, for promoting competition arnong Distrtbution Licensees, fix only maximum
ceiling of tariff for retail sale of electricity.

Power purchase expenses where tariff has been determined through the process of bidding in
accordance with the guidelines issued by the Central Government as per the provisions of Section
63 of the Act, the Cornmission shalt adopt such expenses in accordance with the provisions of the
Act.

PR[NCII"LES FOR DETERMIN&TIGN OF ARR :

The Aggregate Revenue Requirernent for the \hfheelmgBusmmofﬂw Distribugtion Licensees for
each year, shall contain the following items;

. {a) OpumonandMame:mexpetms;

(b)  Interestand Finance Charges;

(c} Depreciation;
(d)  RetumonEquity
{e) Income Tax;

() Interest on Security Deposit of users;

(8)  Otherallocation and expenses considered appropriate by the Commission such as rebate
etc. .

(h) Less : Non-Tariff Income; ' K
0] Less : Income from Other Business; and

) Less : Income from wheeling of electricity through open access.
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Theﬁ.ggmgme Revenue Requirement for the Retail Supply Busmm of the Distribution Licensee
shall contain the following items — '

()  Power Purchase Expenses (including Bulk Supply price, intra-state transmission and SLDC

charges and Wheeling Charges);
(b}  Opetation and Mainfenarce expenses,
(¢)  Imerestand Finance Charges;
(d)  Depreciation;
(¢}  RetumnonEguity,
®  IncomeTax;
®) Interest on Ct}mumer Security Deposit;
()  Provision for bad debts;

@  Otherallocstion of expenses considered appropriate by the Commission such as rebate
et :

) Less: Non-Tariff income;
(k}  Less: Income from Other Business; and .
@O Less: Receipts on account of cross subsidy surcharge from open access customers.

"~ Power Purchase :

1.3

7.4

The quantum of power purchase for the ensuing financial year shall be estimated on the basis of
actual purchase made during the previous financial year(s) and actual to the extent available for the
current year and any projections for the balance period of the current year with appropriate
adjustments for any abnormal variations during the period. The Yicensee through appropriate
documentation shall justify all the abnormal deviations. Such estitmate should also consider the
Quanturn of Renewable Purchase Obligation (RPQ) and the target set, if ey, for Energy Efficiency
(EE) and Demand Side Management (DSM) Schemes. Also, such estimate shall include special

- consideration for any abnormat addition of consumers envisaged (like under RGGVY etc.):

_Provided that the fﬁmcastsfesﬁmates shall take into Munt factorssuch as uverai! €CONnomic

growth, consumption growth of electricity-intensive sectors, advent of competition in the electricity

. industry, impact of logs reduction initiatives and other relevant factors.

Based on the above guideline, the licensee should prepare a long term power procurement plan
andl submit the same to GRIDCO Limited every year.
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7.5  Suchpower procurementt plan shall be based on nm‘itmderdispamhuﬁmampymﬂw[?mmi;sim
76  This power purchase plan will be evaluated by GRIDCO Limited based on:

{a)  Thesubmissionmadeby licensee,

(b)  Guideline set by Commission for power purchase in this Regulation,

(<) Power purchase agreements, |

(d)  Bulk Supply Price,

(6)  Trendsincaptive powet consuraption,

()  Needtopromote co-generation and generation of electricity from renewable sources of

(g  Availability (or expected availability) of capacity in the intra-State transmission system for

evacuation and supply of power procured under the agreement/arrangement.

7.7 . TheCommission shall review the prudence of power procurement plan of the Distribution Licensee
for determination of ARR. '

7.8 - Incaseofdirect procurement of power by the distribution licensees from Generators/cther sources
in otder to optirize the cost of power procured by the tilities, the same should be based on the
Merit Order Dispatch principles of all Generating Stations considered forpower purchase. While
approving these direct purchase, the Commission may consider the following :—,

(a) Load profiles during varions seasons, .

(b)  Technical constraints,

{¢}  Avoidable costs {(whether from own generation or power purchase) after giving due
consideration to valid contractual obligations.

7.9  Incaseofdeviation in the schedule of drawi at different frequency conditions, such deviation shall
hwﬂ@mwhmﬁmofﬂﬂwﬂmwwmiﬁmﬂmm
Regda&mglﬂﬂ?mimmkmhﬁomasmﬁﬁedbyﬂmmmmiﬁmﬁmﬁm:mm

Distribution Loss: |

7.10  Forestimating the distribution loss in ARR, the licensee are mquimd. to can}r out proper loss
estimation stdies based on Energy accounting and audit. Based on such loss estimation studies,
the Distribution Licensoes shal submit voltage-wise distribution loss segregating them into technical
loss and commercial loss for each year of the Contro} Period.
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The Commission shall examine the filing made by distribution hcensee in respect of distribution loss

- and shall approve a loss target for each year of the Control Period, based on the opmiﬁg loss

levels, licensee's filings/submissions, benchmarking, past trends, objections raised by the stakeholders
and any other factor considered relevant by the Commission. This approved Joss target will be
used for computing sale of power to consumers for that year. '

The ficensee will have to share with the consurners part of the financial gains arising from achieving
higher loss mdﬁctiun vig-d-vis the target as per the mechanism for shaning of gains defined in
Regulation 7.66. In case the actua] distribution loss exceeds the normative loss level approved by
the Commission, such excess loss shail be to the account of the distribution licensee.

The Commission may encourage incentive and disincentive schemes for the staff of the utilities
linked to the reduction of losses, as per the provision of para 8.2.1(2) of the Tariff Policy.

Sales Revenue :

7.14

715

7.16

The sales for revenue purpose shall be determined by the Commission by considering the approved
power purchase as per Regulations 7.310 7.9 and factoring in the losses determined as per
Regilations 7. 1010 7.13. Such sales for revenue purpose shall be applied in estimating the revenue
accruals and determination of tariff’

Provided that where the Commission has stipulated a methodology for forecasting sales to any

- particular tariff category, ummmmmmmmmmmmm

the salesfnmcaslii)rsuuhmﬂ'mgnqr

The distributinn Licensee{s) shall also imiicaﬁccatcgory-wiseupmmss customers and sales,
The demand and energy wheeled for them shall be shown separately for :

(a) Suppi}rw:ﬁlm its area of suppiy' and -
(b} Suppl]r ouiside its area of B'I.Ippl}’

The Commission shall examine the category-wise sales forecasts of the licensee for reasenableness,
congistency of principles across all ficensees, past trend etc. The licensee shall develop a robust

. database of atl mnnﬂsm&idmmdpaﬂmlmmgwdmgt}mdnmﬂm facilitate the forecasting

process in accordance with the direction given by the Commissionin such form.

* Operation and Maintenance expenses :

7.17

Operation and Maintenance (O&M) expenses shall include
(@) - Salaries, wages, pension contribution and nﬂ:eremplnyee costs;
®) chmrsmﬂMmmmm '
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(¢}  Administrative and General Expenses; and
(@ . Othermiscellaneous expenses, statutory levies and taxes (except corporate incosme tax),

These costs for the base year shall be recognised at actual or as allowed by the Commission,
whichever is lower.

The Commission shall undertake a prudence check ufthg submission made by distribution licensee
for O&M cast before allowing such expenditure in ARR.

The Operation & Maintenance expenses shalt be allocated berween the Wheeling Business and
Retail Supply Business, as per the allocation statement of the licensee subject to approval of the
C ortmission, :

Determination of Salaries, Wages, Pension contribution and other Em ployee Cost :

7.21

7.22

r 2.

1.24

7.25

7.26

Wages and salaries during the control period shall be determined based on the base year values of
Basic Pay and Grade Pay escalated for annual salary increments and inflation based on Govt. of
O«isha notification issued from time to time. |

Basic Pay and Grade Pay are to be taken: from last available annuval audited accounts of the
Licensee. However ifas per the Commiission’s assessment the figures shown in the audited accounts
cannot be relied upon, the Commission may take into account the actual payment outgo during the
Jast six months of the year, as submitted by the licensee, 1o arrive upon the Basic Pay and Grade
Pay for the ensuing year. '

Deamess Allowance, HRA and other allowance would be calculated as per rates m}ti_ﬁed by Govt.
of Odisha from time 1o time.

Terminal liabilities would be provided based on a periodic actuarial valuation to be made by the
Commmission in line with the prevailing Indian accounting standards. Inthe event of the Commission
unable to conduct periodical actuarial valuation, the tetminal liabilities shall be detennined by the
Cosmnmnission from time to time based on the past trends, suggestians given by the stakeholders and
any other factor considered relevant by the Commission.

The Commission shail take into consideration various lawful recourses taken by distribution licensees
e.¢. distribution franchisees, outsourcing and engaging contractual employees to undertake customer
care, billing, collection and network maintenance activities, while finalizing the emplayee cost during
the approval of ARR in the control petied.

The Commission nmyﬁmn time to time direct the distribution licensees to submit any incentive and
disincentive scheme for improving the productivity of employees.
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Determination of Administrative and General (A&G) Expenses:

7.27

7.28

The A&G Expenses for each subsequent year will be determined by escalating the A& expenses

for the previous year, at the escalation factor of 7 % to arrive at permissible A&G expenses for

each year of the Control Period.

The Commission may, in addition to the normal A&G expenses may allow additional expenses.
actually incurred during the previous year, under this head for special measures to be undertaken
by the distribution licensees towards reduction of AT&C losses and inproving collection efficiency.
Provided the Commission will undertake a prudence check before allowing such expenditure,

Determiﬁatiun of Repairs and Maintenance (R&M) Expenses :

7.29

730

7.31

7.32

Repair and Maintenance expenses would be allowed at the rate of 5.4% of Gross Fixed Assets
(GFA) only on assets owned by the distribution company for each year of the Control Period.

The licensee shall prepare a plan and budget for petiodic preventive maintenance of distritaition
network inchiding emergenicy repairs and restoration works under each division,

The Commission may provisionally allow an amount for maintensnce of assets added under RGGVY,
BGJY programine, etc. The licensee is reqquired to submit to the Commission along with ARR the
details of assets taken into service under these prograrmmes.

The Commission may also allow special R&M, actually incisrred during the previous year, in order
to enable DISCOMs to undertake critical activities such as loss reduction, energy audit, Consumer
Indexing, Pole scheduting, etc. Provided the Commission will undertake a pradence check before
allowing such expenditure. ' o

Capital Investment :

T.33

7.34

1.35

Capital investments shall cover spending on capital equipment that augnients fixed assets and
capitalisation of corrésponding interest and expenses determined as per the applicable accounting
policies and guidelines. Capital investments may address a variety of needs such as, meeting load
growth, refurbishment and replacernent of equiptment, reduction of losses, improvement of voliage
profile, improvement of quality of supply and system reliability, metering, communication,
The ficensee shall propose in its filing a desailed capital investment plan. The plan must separately
show ongoing projects that will spill into the year under review and new projects that will commence -
but may be completed within or beyond the tariff period. For the new projets, the filing must
provide the justification as stipulated under relevant investment guidelines of the Commission.

In addition to the approved capital investment plan, the licensee can seek provision for additional
capital expenditure anytime during the tariff year to meet natural calamities involving substantial
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7.38

1.39

7.40

7.41

15
investments. The Commission shall examine and if satisfied shall approve the corresponding costs
for inclusion in revenue requirement in the next period.

The Capisal investment plan shall be divisionwise/schemewise and with respect to each division/
scheme, shall include—

(a)  Purpose of investrent (i.¢. replacement of existing assets, meeting load growth, technical
loss reduction, non-technical loss reduction, meeting reactive energy requirements, customer
service improvement, improvement in quality and reliability of supply, etc.);

{b)  Capital Structure; -

() . Capitalization Schedule;

(@  FirancingPlan:

()  Costbenefitanalysis;

() - Performance improvement envisaged in the Control Period.

While presenting the justification ihrﬁrwpmjacts, the licensee shall detail the specific nature of the

_ works and outcome sought to be achieved. The detail must be shown in the form of physical

parameters, €.g., new capacity added, to be added, meters replaced, customer service centers set
upetc., 3o that it is amenable to physical verification. This is.nenessary to ensure that the approved
investment plans are implemented and the licensee does not derive improper financial benefit by
delaying or neglecting to make the proposed invesiment,

The Cornmission shall review the licensee’s capital investmerst planﬁ:-rapl:u'nval. and for this purpose
may require the licenses to provade refevant technical and commercial details mludmgamwpomhng
transmission system feasibility. The costs corresponding 1o the approved capital investment plan of
a licensee for a given year will, normalty be considered for its revenue requirement.

The Licensee shall along with ARR, submiit the details of the schemewise asset capitalization along
with receipt of the Electricat Inspector certificate (wherever applicable) and other documents as
may be prescribed by the Commission from time to time for allowing depreciation.

In case of any significant shortfall in physical implementation, the Commission shall require the
licensee to explain the reasons, and may proportionately reduce the provision, including the interest

* and the return component, made towards revenue requirernent, in the next period.

Licensee could retain financial benefit arising out of savings in financing costs due to faster
implementation at lower costs because of better project management or procurement practices.
Financial loss on account of time and cost overrun is to be on account of the licensees only.

Interest and Finance charges ;
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The costs corresponding to the approved investment plan of a licensee for a given year will,
normally, be considered for its revenue requirement. For the past investments, actual values will be
considered. Depreciation reservesto the extent available shall b utilized for financing the investments.
The licensee shatl not cam return from the assets created through this depreciation reserve.

In case of all new projects, debt-equity ratio shall be 70:30 for determination of tariff. Where
equity employed is more than 30%%, the amount of equity for the purpose of tariff shall be limited to
30% and the balance amount shall be considered as the normative loan:

Provided that in case of the projects where actual equity employed is less than 30%, the actual
debt and equity shall be considered for determination of tariff.

The licensee shall demnonstrate that financing and investment requirements match. Thus, financing
cost considered for revenue requirement is matched with what is needed for the approved level of
capital expenditure.

For Capifal Expenditure the outstanding loan capital shall be calculated using the normative debt:
equity ratio and normative repayment made every year:

Provided that the amount of such normative repayment for a year shall be equal to the amount of
depreciation on the fixed asset to which such loan relates:

Provided that in the event of the depreciation on the fixed asset not being sufficient to meet the loan
repayment requirement of the relevant year, the Commission may conskier special appropriation in
this regard subject to prudence check:

Provided further that where the outstanding normative loan balance is less than the amount of
nomnative loan repayment calculated asabove, the repayment shall be assumed to be equal to the
outstanding normative loan balance and no further amount shall be permitied on account of such
loan:

Provided further that for the Distribution Licensee formed as a result of a transfer scheme, the date
of the transfer scheme shail be the effective date for the determination of equity capital and the
Debt to Equity Ratio. Based on the equity capital and the Debt to Equity Ratio, for the assets
covered under Transfer Scheme the debe and equity shall be considered while determining normative
loan on capital asset: | *

i'rovided further that Debt to Equity Ratio for the assets capitalized titl 1,04.2014 (other than
assets covered under Transfer Scheme) shall be considered as per the debt and equity approved
by the Commission at the time of capitalization ; '

Provided ﬁuﬂn:r_ihattheeqﬁity imestedhforéigncmmyslm]lhedésignﬂﬁd in Indian rupees on
the date of each investment.
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The premium, if any, raised by the Distribution Licensee, while issuing share capital and investment
of intermal resources created out of its fiee reserve, for the funding of the project, shall be reckoned
as paid up capital for the purpose of computing return on equity, provided such premium amount

. and internal resources are actually utilised for meeting the capital expenditure of the distribution

7.47

748

. 749

Fnrmnnati\_r# Immnmndirgatthcbcgimﬁngnfﬂmymmnﬂwmmmlﬂic licensee
shall indicate in its filing the expected interest outgo for each year. This will be considered towards

_revenue requirement of the licenses for such years. The licensee shall make efforts 1o reduce the

mdﬂrmmﬁnghmainmeofdmﬁnh:gianws,byﬁwdfsmppmg The licensee,
uliﬂ:enexttmi:lfmm mayretamﬂie benefitof such snwngs,wl'mﬂmacnmi cost of interest will
bemmulemdasﬂxe base for subsequent years.

Themofﬂuﬂmeﬂpmihmsﬂmﬂbe&nwglmdmmdeQchmdmﬂm
hamsufﬂlencuml loan portfolio at the beginning of each Financial Year:

| Huwdpdﬂnhfﬂmum@hmﬁaraﬁmﬂuymhﬂmmﬂwlmissﬁuom

the iast available weighted average rate of interest shall be considered:
vaidedﬂnﬂrrﬂmiﬂhedislrihxﬁun_ﬁmaqudnﬁnﬁlhnvemmlInﬂgﬂmﬂwmﬁfimﬂm
shall be determined by the Comemission from time to time.
hmm_mmgc@im:mmmmm—

(a) op&nﬁmmdmﬁmmﬁnmm

- (b)) - Receivables forone month;

_ (_c} Mainﬁumxpam@dﬂ%ufﬂ&hdexpmmformmmm

750

’Ihcmteofimmﬂtﬁwuuhngmpmld:allhcequaltuﬂteSBIBaseRateplmSﬂﬂhnmpumts
munlst Jammyof&:puwemngwam“ﬁdrmﬂﬁm

1.51

Vs -fm&mmmmmﬂ:mmmpﬁ&ummmmoﬂhe e

hmmsﬂnuymmﬂnlmmﬁnﬂﬂnmmmmﬁwmm by collection from

' Rﬂlmnnqull)r w

RMmeqmwdmﬂbemPumdmmpeemmﬂweqmbmemmhmﬂme
with Regulations 7.3310 748.. |
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Thr:Dis&ihﬂmﬂmseﬁ&hﬁﬂbé&lhumdarﬂmonmﬁtyna;ﬁmlmﬂwmm‘lﬁ per cent per
annuan (post tax), in Indian Rupes terms, on the mmmtufaqmtympmldmmdmmm
with Regulations 7.33 tu?43 _
Incasenffﬂmgncmmncyhmughtnscapital;theﬂonnniminnnmycumi&ér'a_sepammteof
retum if foreign exchange variation is allowed as a pass through.
T}mmxun]ytutheextentufthetaxonremmmpm\ddudnpmﬂmu@

P'rnvisinn for bad debts ;

1.55

The Commission shall allow a provision for bad debts as a prudent gommercial practice in the
revenue requirement of the licensee, This provision for bad debts will be established as a percentage
of sales revenue as determined by the Commisston fror e to tirte. Before establishing a provision
for béd debts, the Commission may direct the licensee to audit the receivables so that there will be
no financial burden on genuine consumers due to inapprop it povision.

Depreciation :

7.56  Depreciation shail be éelerilated for each year of the Control Period, on the amount of Original

1.57

71.38

Cost of the Fixed Assets :

Provided that depreciation shall ot be alowed on assets flinded by consumer contribution (i.c.,
any receipts from consumers that are ot treated as révenue) and capital subsidies/grants:
Provided further that the Licersce shall submit yearwise details of assets retired and disposed of,
which shafl be removed from the Original Cost of Fixed Assets:

Provided ﬁuﬂmilmasscmﬂﬁ]lnumu]lyhemmﬁmdbefmnmmkﬁmofﬂmuseﬁdﬁfemdﬂ:
Licensee shall take prior approval of the Commission in case of retiring any asset before its useful
Hﬁ': . e . et A & .

Provided further that the Licensee shall subrit yearwise details of the assets which have completed
its useful life,

RateﬂfDepmcmtmn for each year of the Control Period shallbealluwedﬂnﬂwpm—up-vnlund
assets at pre-1992 rates as notified by the Govt. of India. '

On repayment of entire loan, the remaining depreciable valne shall be spread over the balance
useful life of the assot.

Non-Tariff Income :

1.39

The amount of Non-Tariff income as approved by the Commission shall bz deducted from the
Aggregate Revenue Requirement in calculating the tariff by the Distribution Licenses.
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7.60 The Distribution Licensee shall submit full details of its forecast of Non-Tariff Income to the

7.61

Commission along with his application for determination of tariff, The indicative list of various
heads to be considered for Non-Tariff Income shalf be as under —

(8) . Income from rent ofland or buildings;

(b)  incomne from sale of scrap;

()] Income from statutory investments;

R —————

(€  Rental fromstaffquarters;

{f)  Income from hire charges from contactors and others;
® Income from advertisements, ete.;

(h) - Meter/metering equipment/service line rentals;

@)  Service charges; |

13 Reoomyfarth:ﬂtmd pilferage of energy;

L SR i

{m} an' pu'iod income
Tbe'iimrm mned ﬁ-om mvestrnam; madc out of Return on Equity shall not be included in

Income from ntl:_erlpuilu: = _ :
7.62  Where the Distribution Licensee has engaged in any Other Business, an amount equal to one-third

of the revenues from such Other Business after deduction of all direct ant indirect costs attributed
mmmhmmﬂmmmdnllhdedumdﬁmnﬂmwekmmhqumnﬂnmcﬂcmmg
the: tariff of the Distri :

mededﬂmﬁxe[hsmbutlm Licensee shall follow a reasotiable basis for allocation of all ]omtand
cormmon costs between the Distribution Business and the Other Business and shall submit the
Allocationt Statement, duly audited and certified by the st&tutory auditors to the Comtnission along
with his application for determination of tarid¥:

Provided further that where the sum total of the direct and indirect costs of such Other Business

-mmdsﬂmmmﬁnmsmhﬂﬂmﬂminmnumnmﬂmallbeallnmdwbeaddedtnthe

Aggregate Revenue Requirement of the Distribution Licensee on account of such Other Business.
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Tax on Income :

7.63 Income tax of the Distribution Licensee shall be recovered from the beneficiaries. This will exclude
income tax on other income streams (non-distribution business).

7.64  Theactual assessment of income tax should take into account benefits of tax holiday. and the credit
for carry forward losses applicable as per the provisions of the Income Tax Act, 1961 shall be
passed on to the consumers.

Trading of power:

7.65 Licensees would be allowed to sell the surplus power if any to any entity outside the State subject
to the condition that the losses and gains on such account shall not form part of the licensee’s ARR
and trading would not be made without meeting the state demand approved by the Commission in
the respective ARRs.

Profit sharing :

7.66  The licensee will be provided with an approved retum at the beginning of the period under review.
However, the licensee, if it makes more profit than the approved return on account of improved
performance, the Commission shall treat the profit beyond the approved return in the following
manner ;- —

(a) One-third amount to be declared by the licensee as dividends to the shareholders and if it
is not paid out us dividend, it shall be eligible to be treated as part of equity to that extent
and earn returns on the same. Any future declaration of dividend from this shall lead to
commensurate decrease in the equity base for the purpose of returns.

(b) One-third amount to be returned back to consumers by way of reduction in the consumer
bills as rebate.

(c)  One-third amount shall be kept as tarifl balancing reserve, which shall be used to reduce
sharp rise in ARR in future years, The Commission may allow a part of the total reserve to
be returned to the consumers every three years by way of reduction in ARR. The amount
in tariff balancing reserve shall not be eligible to be treated as part of equity and would not
earn any return for the shareholders. Any return earned on this reserve shall be added
back to this reserve.,

Recovery of Fee :

7.67  Thedistribution licensee shall recover the fees and charges as determined by Commission from
time to time for filing of petitions or applications before the Commission.

Quality of Supply and consumer services :

7.68  The quality of supply and the customer service parameter; shall be m(}mmmd as per the norms
specified by the Commission from time to time.

7.69  The quality of supply and customer service would be used to evaluate the perfonmance of licensees.
For this purpose the Commission has laid down Overall Standards of Performance of licensee by

way of scparate Regulations.
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The Commission will specify various parameters and initiatives to benchmark and monitor quality
of supply and customer service from time to time. The Commission shall make an assessment on
reliability of baseline data and may prescribe the performance trajectory for each identified parameter
for the Control Period.

The Licensee shall submit the performance on each parameter in the form and manner directed by
the Commission. The Commission shall conduct periodic reviews on the performance of the Licensee

with respect to quality parameters.

Other Tariff Principles :

1.72

7.73

1.74

7.75

Peak and Off-peak Tariff :

A differential tariff for peak and off-peak hours is necessary to promote demand side management.
The Commission may encourage the distribution licensees to move towards separate peak and
off-peak tariffs. The Commission shall stipulate the broad classification of consumers eligible for
peak, off-peak and normal tariff and the periods for peak and off-peak and normal consumption.

Power Factor and Load Factor Related Tariff :

The Commission may provide rebates/penalty to the consumers for maintaining high or low power
lactor to promote efficiency of operation and optimum capacity utilisation. To achieve this, the
Commission may at a future date consider switching over to kKVAh tariff from kWh tarifl for
consumers having appropriale meters. However, even after switching to kVAh tariff demand charges
shall continue to apply. The Commission may also differentiate consumers basing on their load

Surcharge:

Surcharge to be levied on wheeling consumers shall be determined by the Commission keeping in
view the loss of cross-subsidy from the consumers or category of consumers who have opted for
open access o take supply from a person other than the incumbent distribution licensee. Such
surcharee determined shall be as per OERC (Determination of Open Access Charges) Regulation,
2006 and subsequent amendment to the same.

Wlil:eling :

(@)  Thelicensce shall provide non-discriminatory open access to the consumers, For the purpose
of tarift for wheeling, the person utilizing wheeling services shall be charged on both cash
and kind basis.

(b)  The wheeling charge in cash for a consumer categtory for the present shall be based on
postage stamp method which includes cost of distribution system,

(c) Wheeling charge shall be computed taking into account, projected units to be wheeled
throveh the distribution licensee network in the ensuing tariff period.

(d) With regard to charges in kj.m:l, the normative distribution system loss to be borne by the
consumer in the case of wheeling transactions and it shall be based on the voltage levels.
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Additional Surcharge :

Where a consumer avaits open access, the Commission may determine the additional surcharge to
meet the fixed costs of distribution licensee arising out of his obligation to supply and permit collection
of such additional surcharge for the period the fixed cost remains stranded. Such surcharge
determined shatl be as per OERC (Determination of Open Access Charges) Regulation, 2006 and
subsequent amendment to the same.,

Ci‘oss-Subsid}' :

The Commission, while determining the wriff, shall see that the tariff progressively, reflects the cost
of supply of electricity and the cross-subsidy is reduced, For the purpose of computing cross-
subsidy payable by a certain category of consumers the difference between average cost of supply
to all consumers of the State taken together and average voltagewise tariff applicable to such
consumers shall be considered.

Bulk Supply Price :

As per the provisions of the Act, the distribution licensees may buy power directly from a generating
station ot a trader. The Commission may continue to adopt a differential Bulk Supply Price
mechanism to address the issues of uniform retail tariffs and different level of cross-subsidies that
existon account of the consumer mix among the licensees, which will be reviewed by the Commission
from time to ime. '

Provision of Subsidy :

(&) If the State Govt. decides te subsidise any consumer or ¢lass of consutners in the tariff
determined by the Commission, the State Govi. shall pay the amuunt to compensate the
licensee affected by grant of such sobsidy in advance.

(b)  The Government shatl, by notification, declare the consumers or class of consumers to be

(¢)  Thelicensee shall make an estimate of subsidy to be provided to the consumers or class of
constumets as per the Govt. notification and file the same with the Commission for approval.

{d}  TheCommission shall scnminize the estimate and may require further details, data, docurnents
tn support of the estimates, which the licensees are required to file with the Commission
within the stipulated time. :

()  The Commission, on according approval forward the same to the State Govt. witha
direction to pay the amount in full with 2 copy of the approval to the licensee.

{f) Omn receipt of the approval of the Commission, the Govt. shall pay the amount to the
licensees or the affected person within one month of receipt of such approval.

(8  Theamountof subsidies shall be available to the licensees in the form of cash only.

(hy  Thelicensee shall pay the subsidy received from the Govt. to the entitled class of consuimers
- inproportion to their energy consumption on antual basis by way of adjustment in the
energy bill,
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{) The licensee shall keep proper dccounts of subsidy in such manner as approved by the
Commission, and render the same to the Commission within 30 days of the closure of the
Year of Account.

(3} The difference between the subsidy received from the Govt. and actual disbursement to
the entitled class of consumers shall be adjusted in the next year:

Provided that no such direction of the State Government io grant subsidy shiall be operative
if the payment is not made in accordance with the relevant provisions contained in these
Regulations. In such a case the tariff fixed by the Commission shall be applicable 1o the
consumers from the date of issue of tariff orders by the Commission.

PROCEDURE FOR TRUING-UP :

The distribution licensee shall file an application each year for truing-up separately by 15t week of
October every year along with the audited accounts of the relevant year. The Commission shall
pass the truing-up order by 1st week of November. The licensee shall duly consider the truing-up
order up to the previous financial year while filing ARR for the ensuing year.

Truing-up shall be carried out, ori the basis of actual expenses booked in the audited account of the
Distribution Licensee for the particular year, and the expenses allowed in the ARR for the
cotresponding financial year, subject toprudence check by the Commission :

Provided that true-up for any period shall be governed by the provisions of the Regulation under
which the taniff for that year was determined:

Provided that if such variations are large, and it is not feasible to recover in one year alone, the
Commission may take a view to create a regulatory asset as per the Regulation 8.3.

The Commission may create regulatory assets in case of the Distribution Licensee incurring losses
on account of unconirollable factors: _
Provided that the amortization schedule corresponding to the regulatory asset shall be prepared
and put in effect along with creation of the regulatory asset: -

Provided that the carrying cost of the regulatory asset shall be determined by Commission from
time to time taking into account the State Bank Base Rate prevailing as on 1st Janvary of the
preceding year, for the period for which regulatory asset is proposed to be amortized.

MISCELLANEOUS :

Issue of orders and practice directions :

9.1

9.2

ﬁubjecttut!mpmvisinns of the Act and these Regulations, the Commission may, from time to time,
either suo-moty or on a Petition filed by the applicant, issue orders and practice directions in
tegard to the implementation of these Regulations.

The Conmmission, if need arises, due toinsufficiency of data, explanation, information, etc, provided
by the petitioner, may issue provisional tariff, till such time final tariffis determined.
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Power to remove difficulties : ;
93  Hanydifficulty arises in giving effect to any of the provisions of these Regulations, the Commission
may, by general or special order, do anything not being inconsistent with the provisions of the Act,

which appears to it to be necessary or expedient for the purpose of removing the difficulties.

Power to Relax :

9.4 The Commission, for reasons to be recorded in writing, may relax any of the provisions of these
regulations on its own motion or on an application made before it by an interested persen.

Power toe Amend !

95  ‘The Cornmission, for reasons to be recorded in writing, may at any time vary, alter or modify any
of the provisions of these Regulations by an amendment.

Interpretation : _
9.6  Waquestion arises relating to the interpretation of any provision of these Regulations, the decision
of the Commission shall be final. . '

Saving of Inherent Powers of the Commission :

9.7  Nuothing contained in these Regulations shall limit or otherwise affect the inherent powers of the

Commission from adopting a proceduare, which is at variance with any of the provisions of these

- Regulations, if ihe Commission, in view of special circumstances of the matter or class of matters

and for the reasons to be recorded in writing, deems it necessary ot expedite to depart from the
procedure specified in these chulatmns

By order of the Commission
K. L. PANDA
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