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Uttar Pradesh Electricity Regulatory Commission 

2nd Floor, Kisan Mandi Bhawan, Vibhuti Khand,  

Gomti Nagar, Lucknow –226 010  

 

No. UPERC/Secy/Regulation/06-2102 

Lucknow: 6th October, 2006 

 

In exercise of powers conferred under clause (zd), (ze) and (zf) of Section 

181 (2) read with Sections 61 and 62 of the Electricity Act 2003 (36 of 2003) 

and all other enabling powers in that behalf, the Uttar Pradesh Electricity 

Regulatory Commission hereby makes the following Regulation: 

 

U.P. Electricity Regulatory Commission (Terms and Conditions for 

Determination of Distribution Tariff) Regulation-2006 

 

Chapter 1: Preliminary 

 

 

1.1 Short Title and Commencement 

1. These Regulations may be called the Uttar Pradesh Electricity 

Regulatory Commission (Terms and Conditions for Determination of 

Distribution Tariff) Regulations-2006. 

 

2. These regulations shall come into force from the date of their 

publication in the Official Gazette of the Government of Uttar Pradesh. 

 

 

1.2 Scope and extent of application 

 

These regulations shall apply for the purposes of ARR filing and tariff 

determination, to all the distribution licensees including parallel distribution 

licensees with in the State of Uttar Pradesh. 

 
1.3  Definitions and Interpretation 
  

1.3.1 Definitions: 
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Unless the context otherwise requires:  

1. 'Act' means the Electricity Act, 2003 (36 of 2003);  

2. Annual Statement of Accounts means for each financial year the 

following statements, namely- 

 

i) Balance sheet, prepared in accordance with the form contained in 

Part I of Schedule VI to the Companies Act 1956. 

 

ii) Profit and loss accounts, complying with the requirements 

contained in Part II of Schedule VI to the Companies Act 1956. 

 

iii) Cash flow statement, prepared in accordance with the Accounting 

Standard on cash flow Statement (AS-3) of the Institute of 

Chartered Accountants of India. 

 

iv) Report of statutory auditors of the licensee. 

 

v) Cost records if any, prescribed by the Central Government under 

Section 209 (1) (d) of the Companies Act 1956. 

 

vi) Together with notes thereto, and such other supporting 

statements and information as the Commission may direct from 

time to time; 

 

3. ‘Aggregate Revenue Requirement’ means the annual revenue 

requirement of the Distribution Licensee for recovery (i.e. allowable 

expenses and return on equity pertaining to his Licensed Business for 

ensuing financial year), through tariffs and charges, in accordance 

with these Regulations; 
 

4. 'Capitalisation' means the capital expenditure actually incurred and 

capitalised for erection, commissioning, augmentation and/or 

extension of the distribution system and admitted by the Commission 

after prudence check. The word "Capitalise(d)" shall be construed 

accordingly; 
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5. 'Commission' means Uttar Pradesh Electricity Regulatory Commission; 

 

6. ‘Conduct of Business Regulations’ means such regulations as may be 

specified by the Commission under clause (zl) of sub-section (2) of 

Section 181 read with sub- section (1) of Section 92 of the Act ; 

 

7. 'Consumer' means any person who is supplied with electricity for his 

own use by a licensee or the Government or by any other person 

engaged in the business of supplying electricity to the public under 

the Act or any other law for the time being in force and includes any 

person whose premises are for the time being connected for the 

purpose of receiving electricity with the works of a licensee, the 

Government or such other person, as the case may be; 

 

8. ‘Current Year’ shall mean the year in which the Aggregate Revenue 

Requirement Petition or petition for determination of tariff is to be 

filed; 

 

9. 'Cut off Date' means the date of first financial year closing after one 

year  of the date of commercial operation of the distribution 

system/project; 

 

10. ‘Date of Commercial Operation’ in case of distribution licensee shall 

mean the date of charging of electrical line or substation of a 

distribution licensee to its declared voltage level or seven days after 

the date on which it is declared ready for charging by distribution 

licensee but not able to charge for reasons attributable to its 

consumers; 

 

11. 'Distribution licensee' means a licensee authorized to operate and 

maintain a distribution system for supplying electricity to the 

consumers in his area of supply; 

  

12. 'Distribution system' means the system of wires and associated 

facilities between the delivery points on the transmission lines or the 
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generating station connection and the point of connection to the 

installation of the consumers; 

 

13. ‘Open Access Regulations’ means the regulations as may be specified by 

the Commission under section 181 of the Act read with sub-sect ion 

(2), (3) and (4) of Sect ion 42 of t he Act; 

 

14. ‘Ensuing Financial Year’ shall mean the year immediately following the 

current financial year; 

 

15. ‘Force Majeure Event’ means, with respect to any party, any event or 

circumstance which is not with in the reasonable control of, or due to 

an act or omission of, that party and which, by the exercise of 

reasonable care and diligence, that party is not able to prevent, 

including, without limiting the generality of the foregoing: 

 

(i) acts of God, including but  not  limited to lightning, storm, 

action of the elements, earthquakes, flood, drought  and 

natural disaster; 

 

(ii) strikes, lockouts, go-slow, 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, 

explosion, radioactive contamination and toxic dangerous 

chemical contamination; 

(v) any shut down or interruption of the grid, which is required or 

directed by the State or Central Government  or by the 

Commission or the State Load Despatch Centre; and 

(vi) any  shut  down or interruption, which is required to avoid 

serious and immediate risks of a significant  plant  or 

equipment  failure; 
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16. ‘Other Business’ means any business engaged in by a Distribution 

Licensee under Section 51 of the Act   for optimum utilization of the 

assets of such Distribution Licensee; 

 

17. Previous Year’ shall mean the year immediately preceding the current 

year; 

 

18. ‘Retail Supply Business’ means the business of sale of electricity by a 

Distribution Licensee to his consumers in accordance with the terms of 

his licence; 

 

19. ‘Wheeling’ means the operation whereby the distribution system and 

associated facilities of a distribution licensee are used by another 

person for the conveyance of electricity on payment of charges to be 

determined under section 62; 

 

20. 'Year' means a financial year. 

 

Words or expressions used in these regulations and not defined herein but 

defined in the Electricity Act, 2003 shall have the meaning assigned to them 

under the Electricity Act, 2003. Expressions used herein but not specifically 

defined in these Regulations or in the Electricity Act, 2003 but defined under 

any law passed by a competent legislature and applicable to the electricity 

industry in the state shall have the meaning assigned to them in such law. 

Expressions used herein but not specifically defined in the Regulations or in 

the Acts or any law passed by a competent legislature shall have the meaning 

as is generally assigned in the electricity industry. 

 
1.3.2 Interpretation 
  

In the interpretation of these Regulations, unless the context otherwise 

requires: 

 

a) words in the singular or plural term, as the case may be, shall also be 

deemed to include the plural or the singular term, respectively; 
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b) references herein to the “Regulations” shall be construed as a reference 

to these Regulations as amended or modified by the Commission from 

time to time in accordance with the applicable laws in force; 

c) the headings are inserted for convenience and may not be taken into 

account for the purpose of interpretation of these Regulations; 

d) references to the statutes, regulations or guidelines shall be construed 

as including all statutory provisions consolidating, amending or 

replacing such statutes, regulations or guidelines, as the case may be; 

e) in case of dispute in interpretation between English and Hindi version of 

these regulations, English version shall prevail. 
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Chapter 2: Filing of Annual Revenue Requirement and Tariff Application 

 

2.1  Filing of Annual Revenue Requirement and Tariff Application  

 

1. The Distribution Licensee shall file the Aggregate Revenue 

Requirement (ARR)/Tariff petitions complete in all respect along with 

requisite fee as prescribed in the Commission’s Fee and Fine 

Regulations on or before 30th November of each year. The above ARR 

petition shall contain the details of the estimated expenditure and the 

expected revenue that it may recover in the ensuing financial year at 

the prevailing tariff. Information as per formats specified in 

Annexure A to these regulations shall form part of the ARR filings. 

 

2. ARR/Tariff filing by the Distribution Licensee shall separately indicate 

Aggregate Revenue Requirement (ARR) for Wheeling function and 

Retail Supply function embedded in the distribution function. 

 

3. Till such time complete segregation of accounts between Wheeling 

and Retail Supply Business takes place, ARR proposals for Wheeling 

and Retail Supply Business shall be prepared based on an allocation 

statement to the best judgment of the distribution licensee. 

Methodology for such segregation shall in any case form part of the 

proposal. 

 

4. The licensee in the ARR filing for the ensuing financial year shall 

indicate the manner in which the gap, if any, between the expenses, 

which it is permitted to recover and the expected revenue at the 

existing tariff for the ensuing year, shall be bridged. The ARR filing 

shall include detailed tariff proposal for Wheeling and Retail Supply in 

case it is proposed to bridge the gap through tariff hike. The proposed 

wheeling charges shall be voltage wise. However the distribution 

licensee may, in absence of voltage wise data, compute wheeling 

charges based on normative distribution losses.    
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5. The Commission may broadly classify costs incurred by licensee as 

controllable and non-controllable. Uncontrollable costs shall include 

(but not limited to) fuel cost, increase in interest rates, increase in 

cost on account of inflation, taxes & cess, variation in power purchase 

unit costs including on account of hydrothermal mix in case of adverse 

natural events. Till the implementation of Multi-year tariff framework, 

the Commission may set annual targets for all controllable costs. 

These targets shall be used for computing aggregate revenue 

requirement.  However, for checking the prudence of various costs 

incurred by the distribution licensee, the Commission may link them to 

appropriate indices/rates like consumer price index(CPI), wholesale 

price index (WPI) and bank rates etc.          

 

6. All non-controllable costs as checked by the Commission with due 

diligence and prudence shall be allowed as pass-through while 

determining the ARR of the distribution licensee. 

 

7. The Commission may require a long-term business plan from each 

licensee for adopting the multi-year tariff framework, which the 

licensee shall scrupulously comply. 

 

8. The Commission may initiate benchmarking studies to determine the 

desired performance standards for each distribution licensee. Till 

completion of such studies, the Commission shall determine the tariff 

by taking suitable assumptions.   

 

9. On completion of the benchmarking studies, the Commission shall 

make necessary changes in the tariff regulations to implement Multi 

Year Tariff Framework and define the control period for such 

framework. 

 

10. Every distribution licensee shall prepare annual statement of account, 

annual reports and also such statistics as network growth, energy 

sales, growth in consumer base and manpower utilization ratios etc. 

for its distribution business as may be specified by the Commission 

and submit the same along with the ARR/ Tariff filing.  
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11. Distribution Licensee engaged in other business for optimum 

utilization of its assets, including owning/operating a generating 

station shall prepare  separate account for such other businesses and 

submit the statement of accounts for such other businesses along 

with the ARR/Tariff filing for the ensuing financial year to the 

Commission. The proportion of revenue from other business that shall 

be utilized in the core business i.e. distribution business for reducing 

the wheeling charges shall be as stipulated in UPERC (Treatment of 

Income of Other Businesses of Transmission Licensees and 

Distribution Licensee) Regulations 2004 and amendments thereof if 

any. 

 

12. The Commission may initiate suo-moto proceedings for tariff 

determination in case the licensee fails to file its tariff revision petition 

in time; any gap on account of delay in filing/non filing will be on 

account of licensee. 

 

2.2 Schedule and procedure of ARR/Tariff Filing: 

 

The schedule and procedure for filing of ARR/ Tariff filing shall be as per the 

provisions of the UPERC (Conduct of Business) Regulations 2004 but subject 

to modifications made herein in these regulations or any other amendment 

issued by the Commission. 

  

2.3 Additional Information Requirement for the admission of the 

petition: 

 

1. The Commission, after the petition has been filed, may require the 

distribution licensee to furnish any further information, particulars, 

documents, public records etc. as the Commission may consider 

appropriate to enable the Commission to assess the petitioner’s 

calculations, assumptions and assertions. The period of 120 days as 

provided in section 64 (3) of the Electricity Act 2003 will be counted 

from the date of acceptance of ARR complete in all respects to the 
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reasonable satisfaction of the Commission and thereupon its 

admittance by the Commission. 

 

2. After receipt of required information, the Commission may make 

appropriate orders regarding admittance of petition, initiation of 

proceedings and determination of ARR / Tariff in accordance with the 

provisions of its Conduct of Business Regulations. The licensee shall, 

within 7 days of the issuance of the admittance order by the 

Commission, publish the salient points of the ARR/Tariff petition in 

such abridged format and manner, as approved by the Commission, in 

at least two national daily newspapers (one English and one Hindi) 

circulated in its area of operation for public objections/suggestions/ 

comments. 

 

2.4 Amendment of Tariffs   

 

1. No tariff or part of any tariff may ordinarily be amended, more 

frequently than once in any financial year, except in respect of any 

changes expressly permitted under the terms of any fuel surcharge.  

 

2. In case of distribution of electricity in the same area by two or more 

distribution licensees, the Commission may, for promoting competition 

among distribution licensees, fix maximum ceiling of tariff for different 

category of consumers for retail sale of electricity. 

 

3. Subject to other provisions of these regulations, the ARR determined 

by the commission for any financial year shall be trued up on the 

basis of actual financial and operational results. Any deficit or surplus 

arising out of such true up shall be adjusted while determining the 

tariff for the subsequent years.  

 

Provided that the Commission may allow higher expenditure actually 

incurred by the licensee in any financial year on account of non 

controllable factors i.e. factors beyond the control of licensee after 

due verification of such expenses and prudence check. 

 



 11

Provided further that the profit arising out of improvement in 

operational efficiency such as over achievement of loss reduction 

target, better collection efficiency, saving in O & M Expenditure etc. 

shall be shared between the distribution licensee and the consumers 

as specified in Para 4.11 of these regulations.  
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Chapter 3: Sales Forecast, Losses, Availability of Power and Power 

Purchase Requirement 

 

3.1 Sales Forecast  

 

1. Sales forecast for the tariff year shall be made consumer category-

wise and shall be based on the past trend and forecast drivers such as 

GDP growth, population growth, rural supply hours, developmental 

plans and rural electrification programs. Suitable adjustments shall be 

made to reflect the effect of known and measurable changes with 

respect to number of consumers, the connected load and the specific 

energy consumption, thereby removing any abnormality in the past 

data. Adjustments for any abnormal variations during the period 

should be justified through appropriate documentation.  

 

2. Sales shall be forecast on monthly basis to properly capture the 

seasonality in demand.  

 

3. As per the Tariff Policy issued by the Central Government metering is 

to be completed by March 2007, however, based on ground realities if 

the distribution licensee seeks exemption towards its metering 

obligation for any particular category of consumers it must provide the 

Commission revised norms, based on fresh studies, for assessment of 

consumption for these categories. Sales forecast for such un-metered 

categories shall be validated with norms approved by the Commission 

on the basis of above study carried out by the licensee. 

 

4. The licensee shall also submit data related to its peak demand and off 

peak demand in MW along with its sales projections 

 

5.  While making sales forecast the distribution licensee shall first assess 

the maximum availability of power at economic rates for the ensuing 

year and then accordingly re-adjust hours of supply to different 

category of consumers.  
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3.2  Energy loss:  

 

1. Energy loss in the distribution system shall be called Distribution Loss. 

 

2. Distribution loss above and up to a particular voltage level shall be 

calculated as the difference between the energy initially injected into 

the distribution system and the sum of energy sold up to that level 

and energy delivered to next voltage level. Energy sold shall be the 

sum of metered sales and assessment of un-metered sales based on 

approved norms. Percentage distribution loss above and up to a 

particular voltage level shall be expressed in terms of distribution loss 

up to that level as a percentage of the energy initially injected into the 

distribution system. 

 

3. To set the base line of distribution loss estimate, the Commission may 

either require the licensee to carry out proper loss estimation studies 

for assessment of technical and commercial losses under its 

supervision, or initiate a study itself. 

 

4. The study shall segregate voltage-wise distribution losses into 

technical loss (i.e. Ohmic/Core loss in the lines, substations and 

equipment) and commercial loss (i.e. unaccounted energy due to 

metering inaccuracies/inadequacies, pilferage of energy, improper 

billing, no billing, unrealized revenues etc.). 

 

5. The Commission shall based on the opening loss levels as derived 

from the above study, fix targets both long term and short term, for 

loss reduction to bring down the distribution losses (both technical 

and commercial) gradually within the acceptable norms of efficiency.  

 

6. Till such time the results of such a study become available, the 

Commission shall consider loss levels based on licensees proposal, the 

effort put in by the licensee for reducing the losses viz-a-viz 

desirability of such efforts, reality prevailing in the ground as well as 

achieved loss levels of similarly placed utilities within the State or 

other States.  Based on the above considerations the long-term 

trajectory for distribution losses as specified in the first Tariff Order 
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issued under these regulations shall be considered for determination 

of the ARR of the Distribution licensees for the future years. 

Considering the present power deficit situation, the calculation of the 

financial losses due to non-achievement of Distribution Loss targets 

will be based on the sales not achieved due to the excess Distribution 

Losses. Any profit on account of over achievement of Distribution loss 

target shall be shared between the distribution licensee and the 

consumers as specified in Clause 4.11 of these regulations. 

 

3.3 Availability of Power: 

 

For the tariff year, monthly availability of power shall be ascertained on the 

basis of the following:  

   

(a) From Central/State Sector Generating Stations 

 

i. Distribution licensee's allocated share and likely allocation out 

of unallocated capacity,  

ii. Likely availability of energy from each generating station based 

on projections given by the generators and the historical data 

of supply from the generators;  

iii. The PLF/Generation targets for the Station fixed by Central 

Electricity Regulatory Commission/U.P. Electricity Regulatory 

Commission;  

iv. The historical performance of the Generating Stations adjusted 

for any planned maintenance or shutdowns. 

 

(b) From other sources: 

 

 i. Distribution licensee's agreement with any other distribution 

licensee, Board, generating company or trading licensee 

regarding purchase of power. 

ii. Distribution licensee's agreement with any Co-Generator, 

Captive Generator and other non-conventional energy sources. 

Distribution licensee is required to purchase a fix percentage of 

power from renewable and non-conventional energy sources 

as specified in the UPERC (Terms and Condition for supply of 
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power and fixation of tariff for sale of power to Distribution 

Licensee from Captive Generating Plants, Co-Generation, 

Renewable Source of Energy and other non-conventional 

source of energy based Plants) Regulation 2005 and 

amendments thereof if any. 

 

3.4 Power Purchase Requirement: 

 

For the tariff year, the distribution licensee's power purchase requirement for 

sale to its consumers shall be estimated based on the approved sales, 

approved transmission losses and proposed distribution losses for the tariff 

year. 
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Chapter 4: Annual Expenditure 

 

4.1 Components of Annual Expenditure:  

 

The Annual Expenditure of the distribution licensee shall comprise of the 

following components:  

   

(a) Power Purchase Cost  Only       For Retail Supply Business  

(b) Transmission Charge  

(c) SLDC Charges 

(d) Operation & Maintenance Expense     As per proportionate  

(e) Depreciation        allocations towards Wheeling 

Interest & Financing Costs      and Retail Supply Business 

(f) Bad and Doubtful Debts  

(g) Return on Equity  

(h) Taxes on Income  

(i) Other expense 

(j) Contribution to Contingency Reserve 

 

4.2 Power Purchase Cost: 

 

1. The Distribution Licensee shall have the flexibility of procuring power 

from any source in the country. However, the Distribution Licensee 

shall procure power on least cost basis and as per merit order 

principle. A two-part tariff structure shall be adopted for all long term 

contracts to facilitate merit order dispatch. 

 

2. For the tariff year, the cost of energy available from State Generating 

Stations shall be assessed as per tariffs approved by the Commission 

and that of energy from Central Sector Station shall be taken as per 

tariffs approved by Central Electricity Regulatory Commission. The 

cost of energy from other sources shall be assessed as per the power 

purchase/banking/trading agreements and tariffs approved by the 

Commission.  

 

3. The cost of power purchase from Independent Power Producers 

(IPPs) within the State shall be as per the tariffs determined in 
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accordance with UPERC (Terms and Conditions of Generation Tariff) 

Regulations. Similarly  the cost of power purchase from IPPs out side 

the State shall be as as per the tariffs and power purchase agreement 

approved by the Commission.  
 

4. The cost of power generated in the Generating Companies / Units 

owned by the Licensee shall be worked out based on the transfer 

price as determined by the Commission based on UPERC (Terms and 

Conditions of Generation Tariff) Regulations. 
 

5. Where tariff has been determined through transparent process of 

bidding in accordance with the guidelines issued by the Central 

Government, the Commission shall adopt such tariff and work out 

power purchase costs accordingly. 
 

6. Power Procurement from any new project shall generally be through 

competitive bidding except in case of expansion of existing projects or 

where there is a state controlled/owned company as an identified 

developer in which case the tariff shall be determined based on norms 

fixed by the Commission. 
 

Provided that expansion of generating capacity by private developers 

for this purpose would be restricted to one time addition of not more 

than 50% of the existing capacity. 
 

7. In case of power purchased from Captive Generators and non-

conventional energy sources based generating station, the cost shall 

be worked out as per the policy/regulations issued by the Commission 

in this regard. 
 

8. For the tariff year, the total power purchase cost for distribution 

licensee's requirement for sale to its consumers shall be estimated on 

the basis of merit order principle.  

 

 Provided that the Commission may, in case of shortage of supply of 

electricity, fix the minimum and maximum ceiling of tariff for sale or 

purchase of electricity in pursuance of an agreement entered between 

the a generating company and a licensee, for a period not exceeding 

one year to ensure reasonable prices of electricity.  
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9. The Inter-state transmission and reactive charges shall be estimated 

as per orders of the Central Electricity Regulatory Commission, while 

the Intra-state transmission, wheeling charges and reactive charges 

shall be as per orders/regulations of the Commission and shall be 

included in the power purchase cost. 

 

10. SLDC charges if paid separately in addition to charges for usage of 

Transmission Network shall be considered as expenses and included in 

power purchase cost for the purpose of determination of tariff. 

 

11. In the regime of Availability Based Tariff (ABT), the cost of power 

purchase through UI shall be allowed to be passed through in tariff of 

the subsequent year subject to the following conditions: 

 

a) The average rate for power purchased through UI should not 

exceed the maximum rate for power purchased under the 

Merit Order of the licensee as approved by the Commission. 

 

b) The total cost of electricity units purchased through UI shall be 

restricted to 10% of total power purchase cost approved by 

the Commission. 

 

Provided that where the average rate for power purchased under UI 

exceeds the maximum specified rate of power purchase under the 

Merit Order of the licensee, the cost of such power purchase shall be 

allowed to be passed through in tariffs of the subsequent year at the 

maximum rate for power purchase under the Merit Order of the 

licensee as approved by the Commission whether the ceiling limit of 

10% as stated in 11 (b) above has reached or not.  

 

12. The power purchase expenses as determined on the basis of such 

optimal merit order dispatch after due consideration for contractual 

obligations and technical constraints, shall be considered as pass 

through in the Revenue Requirement. 

 

13. The Commission will not ordinarily consider the additional power 

purchases beyond the approved level of power purchases. However, if 
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the variation in the actual purchase vis-à-vis the quantum of power as 

ordered by the Commission is on account of events beyond the 

reasonable control of the Licensee, as established to the satisfaction 

of the Commission, then the Commission may consider the resultant 

variation in costs in subsequent accounting years. Such variation 

would however be computed after considering the effect of the likely 

increase in revenues on account of increased sales (based on target 

losses). The licensee shall however follow the least cost combination 

of power procurement for any additional power purchase. 

 

4.3 Operation & Maintenance Expenses (O&M): 

 

1. The O&M expenses comprise of employee cost, repairs & maintenance 

(R&M) cost and administrative & general (A&G) cost. The O&M 

expenses for the base year shall be calculated on the basis of 

historical/audited costs and past trend during the preceding five years. 

However, any abnormal variation during the preceding five years shall 

be excluded.  For determination of the O&M expenses of the year 

under consideration, the O & M expenses of the base year shall be 

escalated at inflation rates notified by the Central Government for 

different years. The inflation rate for above purpose shall be the 

weighted average of Wholesale Price Index and Consumer Price Index 

in the ratio of 60:40. Base year, for these regulations means, the first 

year of tariff determination under these regulations. 

 

2. Where such data for the preceding five years is not available the 

Commission may fix O&M expenses for the base year as certain 

percentage of the capital cost. 

 

3. Incremental O&M expenses for the ensuing financial year shall be 

2.5% of capital addition during the current year. O&M charges for the 

ensuing financial year shall be sum of incremental O&M expenses so 

worked out and O&M charges of current year escalated on the basis 

of predetermined indices as indicated in regulation 4.3 (1). 

 

4. The O&M expenses shall be brought to an efficient level i.e. in 

equivalence with similarly placed efficient utilities. The Commission 
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may fix norms based on the circuit kilometers of distribution lines and 

number of bays in substation and such other parameters, as may be 

determined by the Commission in due course of time. 

  

5. The Commission may consider additional O&M expenses on account of 

war, insurgency, and change in laws or like eventualities for a 

specified period. 

 

4.4 Bad and Doubtful Debts:  

 

Bad and Doubtful Debts shall be allowed as a legitimate business expense 

with the ceiling limit of 2% of the revenue receivables provided the 

distribution licensee actually identifies and writes off bad debts as per the 

transparent policy approved by the Commission. In case there is any recovery 

of bad debts already written off, the recovered bad debt will be treated as 

other income. 

 

4.5 Capital Investment Plan: 

 

1. The licensee shall in its ARR/Tariff filing identify projects for the 

ensuing financial year and subsequent four years and submit detailed 

capital investment plan along with a financing plan for undertaking 

the identified projects in order to meet the requirement of load 

growth, refurbishment and replacement of equipment, reduction in 

distribution losses, improvement of voltage profile, improvement in 

quality of supply & system reliability, metering, communication, 

computerization, etc. 

 

2. The Commission shall consider and approve the licensee’s capital 

investment plan, subject to prudence check. The costs corresponding 

to the approved investment plan of the licensee for a given year shall 

be considered for determining its annual revenue requirement. 

 

Provided that prior approval would not be required in cases where the 

normal distribution projects cost is below 1 Crs.  

 



 21

3. The detailed capital investment plan shall 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 projects, the filing must provide the justification 

as stipulated under investment guidelines of the Commission.  

 

4. The licensee shall demonstrate that the proposed financing plan 

matches with the investment requirement plan.   

 

5. In addition to the approved capital investment plan, the licensee can 

seek additional capital expenditure to meet expenditure incurred due 

to natural calamities involving substantial investments. The 

Commission shall examine and if satisfied, shall approve the 

corresponding costs for inclusion in revenue requirement in the next 

period.  

 

6. In presenting the justification for new projects, 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, e.g., new capacity added, to be added, meters replaced, 

customer service centers set up etc, so that it is amenable for physical 

verification. This is necessary 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 

investment.  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 on  investment, made towards 

revenue requirement, in the next period.  

 

7. The Licensee shall provide Project Completion Report in respect of 

those projects for which prior approval has been sought from the 

Commission, as and when they achieve the Commercial Operation. 

 

8. Capitalisation of works by the Licensee will be linked to the physical 

completion of the works.  The Commission will not accept any 
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capitalisation that does not have work completion certificates and the 

work is put to beneficial use of consumers. 

 

9. The Licensee will maintain asset registers at each operating circle/ 

division that will capture all necessary details on the asset, including 

the cost incurred, date of commissioning, location of asset, and all 

other technical details.   

 

4.6 Treatment of Capital Expenditure 

 

1. Only such Capital expenditure as is incurred or proposed to be 

incurred with the approval of the Commission, including that 

exempted from prior approval under these regulations or as per 

UPERC (General Conditions of Distribution Licence) Regulations 2004 

shall be considered for tariff purposes. 

 

2.  The following capital expenditure within the original scope of work 

actually incurred after the date of commercial operation and upto the 

cut off date, may be admitted by the Commission, subject to 

prudence check: 

(a) Deferred liabilities, 

(b) Works /services deferred for execution, 

(c) Procurement of initial capital spares in the original scope of 

works subject to the ceiling norm of 1.5% of the original project 

cost, 

(d) Liabilities to meet award of arbitration or compliance of the 

order or decree of a court, 

(e) On account of change in law,  

Provided that original scope of works along with estimates of 

expenditure and a list of the deferred liabilities and works deferred for 

execution shall be submitted along with the ARR/ Tariff Petition 

submitted after the date of commercial operation of distribution 

project. 

 

3.   The capital expenditure of the following nature actually incurred after 

the cut-off date may be admitted by the Commission, subject to 

prudence check: 
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(a) Deferred liabilities relating to works/services within the original 

scope of work, 

(b) Liabilities to meet award of arbitration or compliance of the 

order or decree of a court,  

(c) On account of change in law, and 

(d) Any additional works/services, which have become necessary for 

efficient and successful operation of the distribution project but 

not included in the original project cost. 

  

Note 1 

Any expenditure admitted on account of committed liabilities within the 

original scope of work and the expenditure deferred on techno-economic 

grounds but falling within the original scope of work shall be serviced in the 

normative debt-equity ratio arrived at in the manner indicated in clause 4.7. 

 

Note 2 

Any expenditure on replacement of old assets shall be considered after 

writing off the entire value of the original assets from the original capital cost. 

 

 

Note 3 

Any expenditure admitted by the Commission for determination of tariff on 

account of new works not in the original scope of work shall be serviced in 

the normative debt-equity ratio as specified in clause 4.7. 

 

Note 4 

Any expenditure admitted by the Commission for determination of tariff on 

renovation and modernization and life extension shall be serviced on 

normative debt-equity ratio as specified in clause 4.7 after writing off the 

original amount of the replaced assets from the original capital cost. 

 

4.7 Debt Equity Ratio 

 

(a) For all capital expenditure after the notification of these regulations, 

debt equity ratio shall be 70:30.  Where equity employed is more than 
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30%, the amount of equity for the purposes of tariff shall be limited to 

30% and the balance amount shall be considered as loan.  

 

Provided that in case actual equity employed is less than 30%, the 

actual debt and equity shall be considered for determination of tariff. 

 

Provided that in case of existing projects, the actual debt equity shall 

be used for tariff determination. However, any expansion shall be 

governed as per regulation 4.7 (a). 

 

(b) The debt and equity amounts arrived at in accordance with clause (a) 

above shall be used for calculating interest on loan and return on 

equity.  

 

4.8      Treatment of Interest Costs:  

 

1. Interest on loans 

 

(a) Interest and finance charges on loan capital shall be computed 

on the outstanding loans based on the existing agreements 

and arrangement terms regarding the interest rate and the 

repayment schedules. 

 

(b) The interest rate on new loans will be ordinarily restricted to 

bank rate as specified by the Reserve Bank of India from time 

to time plus an appropriate margin that realistically reflects the 

rate at which the licensee can raise debt from the market. 

Licensee would however, be required to submit justification for 

the terms and conditions of the loans raised by him. 

 

(c) Interest on fresh loans shall be allowed only on loan raised for 

projects approved and undertaken in accordance with the 

guidelines contained in regulation 4.5 of these regulations. In 

case of non-compliance of the stipulated guidelines, no 

interest shall be allowed by the Commission. 
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(d) The Distribution Licensee shall furnish the project-wise details 

for fresh loans proposed to be raised in the ensuing financial 

year 

 

i. Name of the Project 

ii. Scheduled Commercial operation date (COD)  

iii. Total Project Cost 

iv. Total Loan amount 

v. Rate of Interest 

vi. Terms of Repayment 

 

(e) For loans outstanding at the beginning of the year, the 

licensees will indicate in their ARR/Tariff filings the expected 

interest outgo for each year. This will be considered towards 

revenue requirement of the licensees for such years. The 

licensees shall make efforts to reduce the cost of the 

outstanding loans, in case of declining interest rates. 

 

(f) The benefit on account of loan swapping / restructuring of 

debts shall be shared between the distribution licensee and the 

consumers/beneficiaries in the proportion specified in 

regulation 4.11.  

 

Provided that interest and finance charges of renegotiated 

loans agreements shall not be considered, if they result in 

higher charges, 

 

Provided further that the Commission will allow the cost of 

debt restructuring / swapping of loans while determining the 

Annual Revenue Requirement of the licensee. 

  

Provided further that interest and finance charges on works in 

progress shall be excluded and shall be considered as part of 

the capital cost. 

 

Provided further in case of any moratorium period is availed of 

by the Distribution licensee, depreciation provided for in the 
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tariff during the years of moratorium shall be treated as loan 

repayment during those years and the interest on loan capital 

shall be calculated accordingly. 

 

2. Interest on working capital  

 

(a) Working capital shall be worked out to cover 

 

(i) Operation and Maintenance expenses, which includes 

Employee costs, R&M expenses and A&G expenses, for 

one month; 

  

(ii) One-twelfth of the sum of the book value of stores, 

materials and supplies at the end of each month of 

such financial year. 

 

(iii) Receivables equivalent to 60 days average billing of 

consumers less security deposits by the consumers 

minus amount, if any, held as security deposits under 

clause (b) of sub-section (1) of Section 47 of the Act 

from consumers and Distribution System Users. 

 

(b) Rate of interest on working capital shall be the Bank Rate as 

specified by Reserve Bank of India for the relevant year plus a 

margin as decided by the Commission.  

 

3. Interest on Consumer security deposits 

 

The licensee shall pay interest equivalent to the bank rate or more on 

the consumer security deposits, as may be specified by the 

Commission.  

 

4.9 Depreciation: 

 

1. For the purposes of tariff, depreciation shall be computed in the 

following manner, namely: 
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a. The value base for the purpose of depreciation shall be the 

historical cost as provided in the Fixed Assets Register, 

excluding consumer contribution or capital subsidy/grant 

utilized for capitalization of the assets. 

b. Depreciation shall be calculated annually at the rates specified 

in the Annexure - B. 

c. The residual value of the asset shall be considered as 10% and 

depreciation shall be allowed up to maximum of 90% of the 

historical capital cost of the asset. Land is not a depreciable 

asset and its cost shall be excluded from the capital cost while 

computing 90% of the historical cost of the asset.  

d. On repayment of entire loan, the remaining depreciable value 

shall be spread over the balance useful life of the asset.  

e. Depreciation shall be chargeable from the first year of 

operation. In case of operation of the asset for part of the 

year, depreciation shall be charged on pro-rata basis. 

 

Provided that where the Fixed Assets Register is not maintained, the 

Commission shall allow only as much depreciation as it may consider 

appropriate.  

 

2. Notwithstanding the provision of Regulation 4.9.1(i), the Commission 

may adopt depreciation rates as may be evolved by the Forum of 

Regulators for the distribution business. 

        

 4.10  Return on Equity: 

1. Return on equity shall be allowed @16%, on the equity base 

determined in accordance with regulation 4.7. However, the 

Commission may reduce/raise the rate of return subject to 

performance of the distribution licensee vis-à-vis performance 

benchmarks set by the Commission.  

  

2. Equity invested in foreign currency shall be allowed a return up to 

the prescribed limit in the same currency and the payment on this 

account shall be made in Indian Rupees based on the prevailing 

exchange rate.  
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3. The premium raised by the distribution licensee while issuing share 

capital and investment of internal resources created out of free 

reserves, if any, for the funding of the project, shall also be reckoned 

as paid up capital for the purpose of computing return on equity, 

provided such share capital, premium amount and internal resources 

are actually utilized for meeting the capital expenditure of the 

distribution system and forms part of the approved financial package. 
 

4. Return on equity shall be chargeable from the first year of operation. 

In case of infusion of equity during the year, return on equity shall be 

charged on pro-rata basis. 
 

4.11 Profit Sharing 
  

1. The licensee will be allowed an approved return for the ensuing 

financial year.  

 

2. However, if the licensee makes more profit than the approved return 

on account of improved performance by way of reduction of 

Distribution Losses, better collection efficiency etc., the Commission 

may treat the profit beyond the approved return in the following 

manner:  
 

(i) Licensee shall be entitled to retain 50% of the additional profit 

earned on account of operational efficiencies 

 

(ii) 25% shall be credited to the licensee's contingency reserve.  

 

(iii) The remaining 25% shall be passed on to the consumers by 

way of reduction in ARR. 

 

 4.12 Foreign Exchange Risk Management: 

  

The Distribution Licensees should take appropriate cover to mitigate foreign 

exchange variation risk. The Commission shall allow such hedging cost in 

respect of debt raised in foreign currency while determining the annual 

revenue requirement of the distribution licensee. Any loss incurred by the 

distribution licensee on account of Foreign Exchange Variation shall be borne 
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by the distribution licensee. 

4.13 Tax on Income: 
  

1. Tax on the income streams of the distribution licensee from core 

business shall be treated as an expense and shall be recovered in 

tariff.  
  

2. Any under-recoveries or over-recoveries of tax on income shall be 

adjusted every year on the basis of income tax assessment under the 

Income Tax Act, 1961 as certified by the statutory Auditors. 
 

Provided that tax on the excess profit, allowed to be retained entirely 

by the licensee under Para 4.11 of these regulations, shall not 

constitute a pass through component in the tariff and tax on such 

profits  shall be payable by the licensee. 
 

Provided further that tax on any income stream other than the core 

business shall not constitute a pass through component in the tariff 

and tax on such other income shall be payable by the licensee. 
 

Provided further that the benefits of tax-holiday as applicable in 

accordance with the provisions of the Income-Tax Act, 1961 shall be 

suitably accounted for. 
 

4.14 Contingency Reserve  
 

1. The Commission may consider provisions for contingency reserve up 

to 0.5% of opening gross fixed assets to be included in the ARR 

requirement of the licensee. The contingency reserve so created shall 

be utilized to meet cost of replacement of equipment damaged due to 

force majeure situations. The Licensee shall invest Contingency 

Reserve as allowed by the Commission in Government securities. 
 

2. The interest on such securities shall be added back to this reserve. 
 

3. The licensee shall be entitled to draw money from this reserve only 

with the prior permission of the Commission. 
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4. As per direction/approval of the Commission a part of contingency 

reserve may be utilized to avoid any abnormal tariff hike. 
 

5. The amount in this reserve shall not be treated as part of the equity 

reserves. 
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Chapter 5: Revenue Forecast and Revenue Gap 

 

5.1 Forecast of Revenues:  

1. The revenues of the distribution licensee from the business of the 

distribution of electricity shall comprise of the following components: 

 

(a) Revenue from sale of power i.e. (Bulk sales + Retail sales) 

(b) Wheeling Charges from Open Access Consumers 

(c) Non-tariff income 

(d) Other Revenues, which may include grants, surcharge, 

additional surcharge. 

 

2. The non-tariff income shall comprise of: 

(a) Delayed Payment Surcharge, 

(b) Meter Rent, 

(c) Income from investments, 

(d) Miscellaneous receipts from consumers,  

(e) Trading income 

(f) Share of income from the other businesses of the distribution 

licensee 

(g) Any other income. 

 

3. Based on the past performance data of the licensee, data in the filing, 

stakeholders comments and performance of similarly placed efficient 

utilities, within and out side the State,  the Commission may fix 

targets of revenue collection efficiency over a multi year time frame in 

the first tariff order under these Regulations. The revenue collection 

efficiency targets so specified by the Commission shall thereafter be 

utilized for estimation of revenues of the licensee for the tariff year 

under consideration       

5.2 Revenue Gap:  

 

1. Tariff for wheeling of electricity shall be computed on the basis of the 

costs allocated to the wheeling business as per the allocation 

statement and the projected electricity units to be wheeled through 

distribution licensee's network in the ensuing tariff period. The 
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wheeling cost for electricity units wheeled for retail supply shall form 

part of the ARR for the retail supply business. 

 

2. The difference between the Expected Expenditure for retail supply 

business as per allocation statement and the Revenue from projected 

sale of power at prevailing tariff, non-tariff income and other revenues 

as per 

allocation statement for the retail supply business shall be called the 

Revenue Gap. 

 

3. The revenue gap shall be bridged by measures such as improvements 

in 

efficiency, tariff hikes and utilization of contingency reserves etc., as 

may be approved by the Commission as well as Government subsidy. 
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Chapter 6: Principles of Tariff Determination 
 
6.1   Guiding Principles 

The Commission, while determining tariff, shall be guided by the principles as 

contained in section 61(a) to 61 (i) of the Act. 

 

6.2   Multi year tariff principle 

 

1. Section 61(f) of the Electricity Act, 2003 envisaged implementation of 

a multi year tariff framework featuring performance based regulation.  

The Commission intends to introduce a MYT framework encompassing 

rate design and also the service standards to be adhered by the 

utilities as per section 57 of the Act.  However, since the distribution 

loss studies and benchmarking of performance standard studies have 

not yet been conducted the Commission is therefore deferring the 

multi year tariff frame work for the time being. The Commission has 

however, laid down the multi year tariff principles for determining 

various cost elements of the distribution licensees, which shall be 

utilize for determining their ARR requirements of the distribution 

licensee. Wherever there are gaps the Commission shall fill them up 

through suitable assumptions. The Commission may utilize data from 

the similarly placed efficient utilities from within or out side the State 

for the above purpose. When the above information are established in 

a credible manner for the distribution licensees, the Commission 

would specify a MYT based transparent and formulaic mechanism for 

the determination of revenue requirement and tariffs for the 

distribution licensee. 

  

The Commission shall be issuing a separate concept paper on Multi 

Year Tariff Framework and shall thereafter finalize the Multi Year 

Tariff Framework based on the comments/objections/suggestions 

from various stakeholders on the above concept paper and results of 

distribution loss and benchmarking studies. 
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6.3  Cost of Service: 

 

1. The tariffs for various categories/voltages shall progressively reflect 

licensee’s cost to serve a particular category at a particular voltage. 

Allocation of all costs prudently incurred by the distribution licensee to 

different category of consumers shall form the basis of assessing cost 

to serve of a particular category. Pending availability of information 

that reasonably establishes the category-wise/voltage-wise cost to 

serve, average cost of supply shall be used for determining tariffs 

taking into account the fact that existing cross subsidies will be 

reduced gradually. Every Licensee shall provide to the Commission an 

accurate cost to serve study for its area. The category-wise/voltage-

wise cost to serve should factor in such characteristics as supply 

hours, the load factor, voltage, extent of technical and commercial 

losses etc. 

 

2. To achieve the objective that the tariff progressively reflects the cost 

of supply of electricity, the Commission may notify a roadmap with a 

target that latest by the end of year 2010-2011 tariffs are within ± 20 

% of the average cost of supply. The road map shall also have 

intermediate milestones, based on the approach of a gradual 

reduction in cross subsidy. 

  

6.4 Rationalization of the tariff structure: 

 

Suitable mergers of categories and of sub categories may be done to evolve a 

simple, comprehensible and logical tariff structure. Further, the Commission 

will continue to adopt provisions of peak & off- peak, power factor and load 

factor related rate design in its tariff determination.  

 

6.5 Refund of excess amount: 

 

1. Any distribution licensee found to be charging a tariff higher from the 

one approved by the Commission shall be deemed to have not 

complied with the directions of the Commission and shall be liable to 

penal action under section 142 of the Act without prejudice to any 

other liability under any other provision of the Act. 
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2. If any Distribution Licensee recovers the charges exceeding the tariff 

determined by the Commission, the excess amount shall either be 

refunded or adjusted in the future bills of the consumer along with the 

interest liability for the period as per prevailing bank rate. 

 

6.6 Surcharge  

 

1. Till such time the cross subsidies are eliminated, the open access 

consumer shall pay to the distribution licensee a cross subsidy 

surcharge in addition to wheeling charges. Surcharge to be levied on 

the open access consumer 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 to take supply 

from a person other than the incumbent distribution licensee. 

 

2. When open access is allowed the surcharge for the purpose of 

sections 38,39,40 and sub-section 2 of section 42 would be computed 

as the difference between (i) the tariff applicable to the relevant 

category of consumers and (ii) the cost of the distribution licensee to 

supply electricity to the consumers of the applicable class. In case of a 

consumer opting for open access, the distribution licensee could be in 

a position to discontinue purchase of power at the margin in the merit 

order. Accordingly, the cost of supply to the consumer for this 

purpose may be computed as the aggregate of (a) the weighted 

average of power purchase costs (inclusive of fixed and variable 

charges) of top 5% power at the margin, excluding liquid fuel based 

generation, in the merit order approved by the UPERC adjusted for 

average loss compensation of the relevant voltage level and (b) the 

transmission and distribution wheeling charges as determined in 

accordance with the UPERC Terms and  Conditions for Determination 

of Distribution and Transmission Tariff Regulations  as amended from 

time to time.  

 

Cross Subsidy Surcharge formula:  

S = T – [C (1+ L / 100) + D]  
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Where  

S is the cross subsidy surcharge  

T is the Tariff payable by the relevant category of consumers;  

C is the Weighted average cost of power purchase of top 5% at the 

margin excluding liquid fuel based generation and renewable power  

D is the Wheeling charges for transmission and distribution of power.  

L is the system Losses for the applicable voltage level, expressed as a 

percentage  

 
The cross-subsidy surcharge shall be brought down progressively and, 

as far as possible, at a linear rate to a maximum of 20% of its 

opening level by the year 2010-11.  

 

3. No such surcharge would be required to be paid in terms of sub-

section (2) of Section 42 of the Act on the electricity being sold by the 

generating companies with consent of the competent government 

under Section 43(A)(1)(c) of the Electricity Act, 1948 (now repealed) 

and on the electricity being supplied by the distribution licensee on the 

authorisation by the State Government under Section 27 of the Indian 

Electricity Act, 1910 (now repealed), till the current validity of such 

consent or authorisations.  

 

4. The cross subsidy surcharge may be collected either by the 

distribution licensee, the transmission licensee or the STU, depending 

on whose facilities are used by the consumer for availing electricity 

supplies. In all cases the amounts collected from a particular 

consumer should be given to the distribution licensee in whose area 

the consumer is located. In case of two licensees supplying in the 

same area the licensee from whom the consumer was availing supply 

shall be paid the amounts. 

 

5. However, in order to facilitate open access, the Commission may 

adopt a procedure different from the procedure stated above for the 

calculation of cross subsidy surcharge consistent with the provisions of 
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the EA 2003 and the spirit of the tariff policy after considering the 

view points of licensee and the open access customer.      

 

6.7 Wheeling Charge 

  

 1.  The licensee shall provide non-discriminatory open access to the 

consumers within the period as stipulated by the Commission in 

UPERC (Terms and Conditions for Open Access) Regulations, 2004 

and amendments thereof if any. For the purpose of tariff for wheeling, 

the person utilizing wheeling services shall be charged tariff on both 

cash and kind basis. 

  

 2.  The wheeling charge in cash for a consumer category for the present 

shall be based on simple postage stamp method and shall be as 

computed as per regulation 5.2(1). 

 

 3.  The normative transmission and distribution losses at the voltage at 

which the open access is availed shall be borne by the open access 

consumer in kind. 

 

6.8 Additional Surcharge  

 

1. Where a consumer avails 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. For recovery of additional surcharge, the 

distribution licensee shall conclusively demonstrate that his obligation 

in terms of existing power purchase commitments, has been and 

continues to be stranded, or there is an unavoidable obligation and 

incidence to bear fixed costs consequent to such a contract. Further, 

fixed costs related to electrical network assets should be recovered 

through wheeling charges. 

 

2. The Commission shall determine the amount of additional surcharge 

to be paid by the consumer to the licensee based on the statement of 
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account submitted by the licensee and objections thereof if any of the 

consumer. 

 

3. The additional surcharge shall be leviable for such period as the 

Commission may determine. 

  

6.9 Fuel Cost Adjustment: 

 

The licensee shall be required to compute changes in the fuel costs, and 

appropriately claim or refund the same in tariffs, according to Fuel Surcharge 

adjustment formula specified in the UPERC (Conduct of Business) Regulation 

2004. The fuel cost revision shall include fuel related expenses including 

variations in mix of power purchases. Distribution licensee may submit to the 

Commission a methodology/formula for automatic quarterly adjustment of 

fuel cost. The commission may however suitably modify/ change the 

proposed formula or adopt a different formula/procedure for the assessment 

of fuel surcharge if it considers it to be more appropriate.  

 

6.10 Provision of Subsidy  

 

1. The Commission, while determining the tariff, shall see that the tariff 

progressively reflects the cost of supply of electricity and the cross-

subsidy is reduced or eliminated.  

 

2. If the State Government decides to subsidize any consumer or class of 

consumers, the State Government shall pay the amount to 

compensate the affected licensee by grant of such subsidy in advance. 

 

Provided that no such direction of the State Government to grant 

subsidy shall be operative if the payment is not made in accordance 

with the relevant provisions contained in these Regulations and the 

Act. In such a case, the tariff of the applicable categories may be 

revised excluding the subsidy.  

 

3. The Government shall, by notification, declare the consumers or class 

of consumers to be subsidized.  
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4. Tariff of the subsidized category shall be designed taking into account 

the subsidy allocated to that category.   

 

5. The Distribution Licensee shall furnish details of power consumed by 

the subsidized category to the State Government and the Commission. 

The Distribution Licensee shall provide meters on all rural distribution 

transformers and shall also furnish the power consumption details in 

respect of agricultural and rural domestic consumption based on 

readings from such meters and normative distribution losses on a 

monthly basis. 

 

6.11 Late Payment Surcharge: 

 

Distribution licensee shall levy late payment surcharge as per the rate 

specified in the tariff orders of the Commission where payment of electricity 

bills by the consumers gets delayed beyond the due date. 

 

 

6.12 Regulatory Asset: 
 

1. Creation of Regulatory Asset only for the purposes of avoiding tariff 

increase shall not be allowed and it shall only be created to take care 

of natural causes or force majeure conditions or major tariff shocks. 

The Commission shall have the discretion of providing regulatory 

asset. 
 

2. The use of the facility of Regulatory Asset shall not be repetitive. 
 

3. Depending on the amount of Regulatory Asset accepted by the 

Commission, the Commission shall stipulate the amortization and 

financing of such assets. Regulatory Asset shall be recovered within a 

period not exceeding three years immediately following the year in 

which it is created. 
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Chapter 7: Miscellaneous 

 

7.1 Savings:  

 

1. Nothing in these Regulations shall be deemed to limit or otherwise 

affect the power of the Commission to make such orders as may be 

necessary to meet the ends of justice.  

 

2. Nothing in these regulations shall bar the Commission from adopting 

in conformity with provisions of the Act, a procedure which is at 

variance with any of the provisions of these regulations, if the 

Commission, in view of the special circumstances of a matter or a 

class of matters, deems it just or expedient for deciding such matter 

or class of matters.  

 

3. Nothing in these regulations shall, expressly or impliedly, bar the 

Commission dealing with any matter or exercising any power under 

the Act for which no regulations have been framed, and the 

Commission may deal with such matters, powers and functions in a 

manner, as it considers just and appropriate. 

 

7.2 Transitional Provisions 

 

Notwithstanding anything contained in these regulations, the Commission 

may determine the tariff for a distribution licensee under the existing 

procedure and principles which are at variance with the provisions of these 

regulations, if the Commission, in view of the special circumstances of a 

matter, deems it just or expedient for adoption of such procedure or 

principles. 

 

7.3 Powers to Remove Difficulties:  

 If any difficulty arises in giving effect to any of the provisions of these 

regulations, the Commission may by general or special order give directions, 

not being inconsistent with the Act, which appears to the Commission to be 

necessary or expedient for the purpose of removing difficulties. 

 

7.4 Power to Amend:  
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 The Commission may, at any time add, vary, alter, modify or amend any 

provision of these regulations. Regulations may also be amended in view of 

National Electricity Policy and National Tariff Policy and its amendments, if 

deemed necessary. 

 

 

  

By Order of the Commission 

 

 

(Sangeeta Verma) 

Secretary 

Uttar Pradesh Electricity Regulatory Commission 
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Annexure-B 

Depreciation Schedule 

The depreciation rates given in this schedule are as per the Ministry of Power 
notification No. S.O. 265(E) dated 27th March 1994, which were allowed to the 
Licensees under the provisions of Electricity (Supply) Act-1948 without the provision 
of advance against depreciation.  

However, the Commission may adopt the depreciation rates, for the purposes of ARR 
and tariff determination, as may be evolved by the Forum of Regulators, in due 
course of time, for the Distribution Business.  

 S.No. 
   Description of Assets Fair life  (years) Depreciation 

A. Land owned under full title Infinity -- 
B. Land held under lease :    -- 

   a) for investment in the land Unexpired period of 
the lease  

   b) for the cost clearing site Unexpired period on 
date of clearing -- 

C. Assets Purchased New :             

    a) Plant & Machinery in generating 
stations including plant foundations           

    i) Hydro-electric 35 3.40 

     ii) Steam-electric NHRS & Waste Heat 
Recovery Boilers / Plants 25 7.84 

    iii) Diesel-electric and gas plant 15 8.24 

    b) Cooling towers and circulating water 
systems 25 7.84 

    c) Hydraulic works forming part of Hydro-
electric system including   

     i) Dams, Spillways, weirs, canals, 
reinforced concrete flumes and syphons 50 1.95 

     

ii) Reinforced concrete pipelinesand surge 
tanks, steel pipelines, sluice gates, steel 
surge (tanks), hydraulic control valves 
and other hydraulic works 

35 3.40 

      
d) Building & civil engineering works of 
permanent character,not mentioned 
above 

  

     i) Offices & showroom 50 3.02 

     ii) Containing thermoelectric generating 
plant 25 7.84 

     iii) Containing Hydro Electric generating 
plant 35 3.40 

    iv) Temporary erection such as woolen 
structures 5 33.40 

    v) Roads other than kutcha roads 50 3.02 

     

vi) Others i.e Transformers, transformer 
(Kiosk) sub-station equipment & other 
fixed apparatus (including plant 
foundations) 

50 3.02 
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    (i) Transformers (including foundations) 
having a rating of 100kva and over 25 7.81 

    (ii) others 25 7.84 
    f) Switchgear including cable connections 25 7.84 
    g) Lightning arrestors   
    i) Station type 25 7.84 
    ii) Pole type 15 12.70 
    iii) Synchronous Condensor 35 5.27 
    h) Batteries 5 33.40 

    i) Underground Cable including joint 
boxes and disconnected boxes 35 5.27 

    ii) Cable duct system 50 3.02 
    (i) Overhead lines including supports   

    (a) Lines on Fabricated Steel operating at 
nominal voltages higher than 66 KV 35 5.27 

    
(b) Lines on steel supports operating at 
nominal voltages higher than 13.2kilovolts 
but not exceeding 66 kilovolts. 

25 7.84 

     (C) Lines on steel or reinforced concrete 
supports 25 7.84 

    (d) Lines on treated wood supports 26 7.84 
    j) Meters 15 12.77 
    k) Self propelled vehicles 15 33.40 
     l) Air conditioning plants :   
    i) Static 15 12.77 
    ii) Portable 5 33.40 
     m) Other   
    i) Office furniture and fittings 15 12.77 
    ii) Office equipments 15 12.77 

    iii) Internal wiring including fittings and 
apparatus 15 12.77 

    iv) Street light fittings 15 12.77 
    o) Apparatus let on hire   
   i) Other than motors 5 33.40 
    ii) Motors 15 12.77 
    p) Communication equipment   

    i) Radio and high frequency carrier 
system 15 12.77 

    ii) Telephone lines and telephones 15 12.77 

 

q) Assets purchased second hand and 
assets not otherwise provided for in the 
schedule 

Such reasonable period as the competent 
Government determines in each case 
having regard to the nature, age and 
condition of the assets at the time of its 
acquisition by the owner. 
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