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No.22 Registered No.N.E.930 

 
    Published by Authority 
EXTRAORDINARY ISSUE 

Agartala. Tuesday,  January 18, 2005 A.D. Pausa 28,   1926  S.E. 

Part-1 – Order and Notifications by the Government of Tripura,  
the High Court, Government Treasury etc.  

 
TRIPURA   ELECTRICITY  REGULATORY   COMMISSION 

 

No.F.17/T ERC/04    Dated, Agartala, the 11 th January, 2005. 

NOTIFICATION   

I n exercise of powers  confer red by S ection-45(2), 61 and 62 read with 181 of the 
Electr icity Act, 2003 (36 of 2003) and al l  powers  enabling on that behalf, T r ipura 
Electr icity Regulatory Commis s ion (T ERC) hereby makes  the fol lowing Regulations :  

 
1 . S hor t  t i t le, commencement  and   int er pr et at ion  

T his  Regulation may be called the T r ipura Electr icity Regulatory Commis s ion (T ar i f f  
R egulat ion, 2 0 0 4 ) .  
 
i) T his  shal l  come into force on the date of publication in the official gazette unles s  

otherwise s tated in this  Regulation and shall  be concur rent within the area of 
j ur isdiction of T r ipura Electr icity Regulatory Commis s ion.  

 
i i ) T his  Regulation shall  be applicable to the l icensee and to its  consumers . 
 
i i i) T r ipura General Clause Act shall  apply in interpretation of var ious  clauses  of this  

Regulation.  
 
2 ) . Def in it ion:  

I n this  Regulation, unles s  the context otherwise requires :   
(a) T he “Act ” means  Electr icity Act, 2003. 
 
(b) “R egulat ion” means  Regulations  made under  the Act.  
(c) “R ules ” means  the Rules  made under  the ‘Act’ by Govt. of T r ipura (T he S tate 

Govt.).  
 
(d) “Commis s ion” means  the “T r ipura Electr icity Regulatory Commis s ion“ 

cons tituted under  S ection-82 of the Electr icity Act, 2003 and in shor t cal led T ERC. 
(e) “Cros s  subs idy” means  the difference between the average cos t of supply of the 

Licensee and the applicable tar iff before any subs idy provided by the Government 
under  the Act, is  taken into cons ideration.  

 
(f) B il l ing Cycle shal l  mean the per iod for  which the bi l l  is  raised.  
 
(g) “L icens ee” means  a person l icensed under  S ection-14 of Electr icity Act, 2003.  
 
(h) “Cons umer ” means  any person who is  supplied with electr icity for  his  own use by 

a l icensee or  the Govt. or  by any other  persons  engaged in the bus ines s  of 
electr icity supply to the public under  this  Act or  any other  law for  the time being 
in force and includes  whose premises  for  time being connected for  the purpose of  
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         receipt of electr icity with the works  of a l icensee, the Govt. or  such other  persons        
as  the case may be. 

 
( i) “E lect r icit y S upply Code” means  the Electr icity S upply Code specified under  

S ection-50 of the Electr icity Act, 2003 & T r ipura Electr icity Regulatory 

Commis s ion (T ERC) Regulation.  

 

( j ) T ar i f f  or der  shal l  mean the order  is sued from time to time by the Commis s ion 

on annual revenue requirement and tar iff for  l icensee.  

 

(k) Met er  shal l  mean a device suitable for  recording  consumption of electr ical 

energy or  any quantity of electr icity supplied dur ing any specified  per iod and 

shall  include  wherever  applicable other  as sociated equipments  necessary for  

such recording.  

 

( l) Unles s  the context otherwise requires  word expres s ion occur r ing in this  

Regulation and not defined shall  have the same meaning as  in the 

Act/Regulation/order  of Commis s ion or  any absence thereof. T he meaning as  only 

unders tood in the Electr icity S upply I ndus try. 

 

3 . P r ocedur e f or  calculat ion of  expect ed  r evenue:  

Al l  Generating Companies  and the l icensee shall  submit the petition to the 

Commis s ion along with the detai ls  of calculation with relevant information and par ticular  

in l ine with T r ipura Electr icity Regulatory Commis s ion (Conduct of Bus ines s ) Regulation, 

2004. 

T he petition should be fi led at leas t 120 days  in advance from the date of   

proposed effective date of revised tar iff. 

 

T he Commis s ion reserves  the r ight suo-moto to ask the Generating Companies  

and the Licensees  to fi le such an application for  var iation in tar iff and other  charges  

which should be fi led as  per  T ERC (CBR) Regulation, 2004.  

 

T he Commis s ion shall  determine the tar iff for  generation, supply, transmis s ion, 

wheeling of electr icity, wholesale, bulk or  retai l  as  the case may be in T r ipura. 

Notwiths tanding, anything contained in Par t-X of the Act, the tar iff for  any inter  

S tate supply, transmis s ion or  wheeling of electr icity, as  the case may be involved the 

ter r itor ies  of two S tates  may upon application made to it by the l icensees  intending to 

undertake such supply, transmis s ion or  wheeling shall  be determined by the Commis s ion 

who intends  to dis tr ibute electr icity and make payment in the area of j ur isdiction of  
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T r ipura Electr icity Regulatory Commis s ion. As  per  provis ion 64(5) of the Act provided 

fur ther  that where open access  is  permitted the category of consumers  under  section-42. 

 T he Commis s ion shall  determine only the wheeling charges  and surcharge 

thereon if any, for  the said categor ies  of consumers . 

Provided, fur ther  i f the open access  permitted to cer tain consumer  by the 

Commis s ion under  section-42, such consumers  may enter  into an agreement with any 

person for  supply or  purchase of electr icity on such terms  and conditions  ( including 

tar iff) as  may be agreed upon by them. Notwiths tanding the provis ion contained in 

clause (d) of S ub-section- (1) of S ection-62 of the Act. 

Provided, fur ther  that notwiths tanding anything contains  in this  Regulation, the 

Commis s ion shall  adopt the tar iff i f such tar iff has  been determined through transparent 

process  of bidding in cor respondence with the guideline is sued 

 

 

  4 . T er ms  and condit ion f or  det er minat ion of  t ar i f f :  

 

 4 .1 .   Without prej udice to any other  provis ion of the Electr icity Act, T r ipura Electr icity 

Regulatory Commis s ion while determining the tar iff shal l  be guided by the fol lowings ;  

a) T ar iff Pr inciple set out by Central Electr icity Regulatory Commis s ion (CERC) -  to 

generation and transmis s ion l icensee. 

b) Power  S ector  I ndus try runs  on  commercial  Pr inciple(Generation, T ransmis s ion, 

Dis tr ibution and supply of electr icity) 

c) Factors  encouraging competition, efficiency and optimal uti l ization of resources , 

satis factory per formance and inves tment attractive. 

d)  Protection of consumer  interes ts  and reasonable recovery of charges . 

e) Per formance bench-making and rewarding higher  efficiency. 

f) Multi-year  T ar iff Pr inciple 

g) T ar iff progres s ively reflects  the cos t of supply of electr icity and reduces  and 

el iminates  cros s  subs idies  in prescr ibed time frame in consultation with S tate 

Government.. 

h) Promotion of Co-generation and generation of electr icity from renewable source 

of energy/ non-conventional source of energy. 

i) Consumer  and uti l i ty interes ts  on “made for  each other” concept on sus tainable 

bas is  notwiths tanding the r ight of consumer  to choose option. 

j ) S ocio economic condition and need of power  supply. 

k) Al l  L icensees  and its  consumers  to fol low S afety Regulation specified by author ity. 

l) Meter  and its  technical specification shall  be according to s tandard specified by 

the Author ity or  specified as  per  indus try’s  bes t practice. 



Tripura Gazette, Extraordinary Issue, January 18, 2005 A.D. 

 4 

m) T he National Electr icity Pol icy Plan and T ar iff Pol icy notified by Central 

Government. 

n) S tate Government directive relating to Power  S ector  in the matter  of public 

interes ts . 

o) S tate Govt.’s  rule and policy guidelines  for  Rural and Remote areas  in l ine with 

National Pol icy. 

 

Provided that the Commis s ion may also keep in view and be guided by the requirements  

relating to the –  

 

( i) Compliance of environmental s tandards  ;  

( i i) Compliance of safety s tandards ;  

( i i i) Compliance of different s tatutory requirements ;  

( iv) Compliance of requirement of energy conservation through tar iff mechanism to 

encourage optimum and economic uti l ization of available electr icity and to 

discourage unnecessary and was teful use of electr icity. 

(v) T he need for  reserve capacities  to improve sys tem rel iabi l i ty ;  

(vi) Per formance s tandards  and other  norms  as  may be specified or  directed by the 

Commis s ion including incentives  and penalty relating to such s tandards  ;  

(vii) Development of market relating to electr icity ;  

(vii i) Affordabil ity of power  and need of power  to different sections  of society in the 

interes t of the consumer  as  well  as  the requirement of the uti l i ty;  

( ix) Requirement and need to encourage non-convention source of energy. 

(x) Requirement and need to insulate the consumers  for  sudden tar iff shocks  in a 

par ticular  year  or  some of years  to protect both the uti l i ty and the consumers . 

(x i) Requirement and need to have funds  and its  availabi l i ty at shor t notice to meet 

unexpected emergent circumstances  where power  supply is  affected mater ial ly 

and cannot be met under  normal bus ines s  activities . 

 

Provided fur ther  that while determining the tar iff, the Commis s ion may keep in 

view the ex is ting and future balances  available under  Consumer  Account, T ar iff & 

Dividend Control Account, Undis tr ibuted Rebates , Development Reserve, Contingency 

Reserve, Defer red T axation Reserve along with its  inves tment and income. 

 

Provided fur ther  that the Commis s ion may differentiate tar iff on the bas is  of any 

of the fol lowing factors  or  on the bas is  of any combination of some factors  namely 

consumer’s  load factor , power  factor , voltage, total consumption of electr icity dur ing any 

specified per iod or  the time at which supply is  required or  the geographical pos ition of 

the area, the nature of the supply and the purpose for  which the supply is  required. T he  
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Commis s ion depending upon the available factors /data/information, or  any other  

mater ial which it may cons ider  appropr iate in each case, may either  fix  separate rates  or  

by any other  method impose extra charges , incentives , penalty etc. on the bas ic tar iff to 

achieve the purpose for  any one or  more factors  mentioned above to the extent feas ible 

and keeping in view the overal l  interes t of the Consumers , L icensees  /Generating 

Company and / or  the Electr ical S ys tem as  a whole. 

 

 

4 .2  T he Commis s ion at its  sole discretion wil l  fol low the above pr inciples  which have 

been incorporated in Regulation 4.1 and suitably apply the same to the extent required 

in each case. T he Commis s ion shall , at its  sole discretion, determine the extent to which 

rel iance may be had on any one pr inciple, or  more than one pr inciple in any combination 

in each case having regard to the facts  revealed in each such case. 

 

 

5 .  S ubj ect t o R egulat ion 4 ,  the financial terms  and conditions  for  determination of 

tar iff for  the l icensees  and generating companies  shall  be as  laid down in S chedule-  1, 2 

and 3. I n case of over lapping, or  in the case of l icensees  fal l ing under  more than one 

S chedule or   in those cases  where none of the S chedules  is  applicable, the relevant 

Pr inciples  of S chedule- I  may be fol lowed subj ect to such modifications  which the 

Commis s ion may cons ider  appropr iate in such a case. 

 

Provided that, i f there is  difference between such financial terms  and conditions  and 

National Electr icity Pol icy and T ar iff Pol icy or  pr inciples  and methodologies  specified by 

the Central Commis s ion in case of Generating Companies  and T ransmis s ion Licensees  

then, the Commis s ion shall  be guided by the same, through subj ect to other  provis ions  

of Regulation-4 which shall  also be appropr iately taken into account.  

 

6 .  ( i) T he tar iff shal l  be revised ordinar i ly only once in a year  except for  

adj us tment on account of Fuel and Power  Purchase and as  per  the formula in this  

Regulation at S chedule-4. However , no reimbursement of fuel and power  cos t shal l  be 

al lowed on any excess  beyond permis s ible (a) T echnical and commercial los s  and (b) 

S elf-consumption of electr icity under  the formula. 

 

( i i)  T he tar iff shal l  normally be revised from the prospective date with due 

notice except for  adj us tment of FPPCA unles s  there is  a compell ing reason to revise the 

same from the retrospective date in which case detai led j us tification wil l  be given in 

wr iting by the Commis s ion. 
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7 .       T he l icensee or  the Generating Company shall , before incur r ing any capital 

expenditure which does  not fal l  within the capital expenditure programme as  approved 

by the Commis s ion and which exceeds , in any one financial year  or  in more than one 

financial year , a sum of Rs .5.0 crores  or  1%  of the gros s  F ixed Assets  whichever  is  les s  

for  one individual/head of item, take the approval of the Commis s ion before incur r ing the 

same for  the purpose of tar iff. T he overal l  annual l imit for  incur r ing capital expenditure 

on al l  such unapproved capital items  shall  not exceed Rs .25.0 crores  or  2%  of the 

opening balance of gros s  fixed as sets  whichever  is  lower . 

   

Provided that in case of emergency or  emergent circumstances  due to its  impact 

on the safety of the as sets , l i fe, sys tem or  smooth supply or  such s imilar  reasons , the 

l icensee or  the generating company may incur  the necessary expenditure without taking 

the pr ior  approval of the Commis s ion, but shal l  intimate the same to the Commis s ion 

along with the circumstances  due to which it was  not poss ible to take pr ior  approval. 

 

Provided fur ther  that in case the Commis s ion neither  refuses  nor  gives  its  consent 

for  incur r ing of such expenditure within 10 working days  from its  fi l ing with al l  the 

relevant documents , the l icensee / generating company may presume that the 

Commis s ion has  no obj ection for  the inclus ion of same for  fix ing the tar iff. 

 

 

Provided fur ther  that notwiths tanding anything contained above, the above 

procedure shall  not be applicable to the extent the capital expenditure programme, as  

included in the tar iff petition, has  been approved by the Commis s ion.  

 

 

8 .    ( i) T he Commis s ion may, at any time at its  sole discretion vary, alter , modify, 

add or  amend any provis ion of this  Regulation. 

 

 

( i i)  I f any difficulty ar ises  in giving effect to any of the provis ions  of this  

Regulation, the Commis s ion may  for  reasons  to be recorded in wr iting direct the 

l icensee or  consumer  by general or  special order , for  taking suitable action not 

incons is tent with the provis ions  of the Act, as  may appear  to be necessary for  removing 

the difficulty. 
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( i i i )    Nothing in these Regulations  shall  be deemed to l imit or  otherwise affect 

the inherent power  of the Commis s ion to make such orders  as  may be necessary for  

meeting the ends  of j us tice or  to prevent the abuse of the process  of the Commis s ion.  

 

                   By Order  of the Commis s ion 
    

 
 

( P.C. Roy ) 
Secretary, 

Tripura Electricity Regulatory 
Commission 

Place :- Agartala,  
Date --------------- 
 

.  
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S CH E DU L E -1  
 
 
 P r inciple, t er ms  and condit ions  f or  det er minat ion of  t ar i f f  along w it h 
t heir  applicat ion f or  dis t r ibut ion of  l icence:- 
 
 
(1) T he tar iff shal l  be fixed in such a manner  that a dis tr ibution l icensee is  al lowed to 

earn a permis s ible return which shall  compr ise of Reasonable Return plus  permitted 

incentives  minus  penalties  leviable under  the Act / Regulations  for  that year . 

 
(2) T he “Reasonable Return” f or  this  purpose shall  be –  

 
5%  above the rul ing RBI  rate or  3%  above the PLR of S tate Bank of I ndia or  

average of any other  three approved Nationalized Bank whichever  is  higher  and 

calculated on the subscr ibed and paid up equity capital which shall  also include S hare 

Premium balance for  this  purpose but shal l  not include Bonus  S hares  or  S hares  is sued 

other  than for  cash. T he paid up equity capital for  this  purpose shall  be the average of 

the opening and clos ing balance of the paid up equity capital for  that year .  

 

 
(3) T he “Clear  Profit” for  this  purpose means  –  T he difference between the total 

amount of income from the bus ines s  of electr icity including income foregone or  not 

real ized due to reasons  within control of l icensee and the relevant por tion of the income 

from other  bus ines s  including use of its  as sets  and resources  per taining to electr icity 

bus ines s  (entitled expenditure) from other  than electr icity bus ines s  minus  reasonable 

actual expenditure proper ly incur red on the bus ines s  relating to electr icity or  for  other  

bus ines s  for  which income is  being calculated subj ect to the extent of such income.   

 

 
(4) T he difference between the “Clear  Profit” and the “Permis s ible Return” wil l  be 

dealt as  under  –  

 
50%  shall  be retained by the l icensee and the balance 50%  wil l  go to the 

consumer  account and wil l  be taken into cons ideration while fix ing at FPPCA for  the 

relevant or  subsequent years  or  tar iff for  the subsequent years .  

 
(5) (1) the income shall  include al l  income from any source, but not    l imited   to-  

 
( i) sale of energy –   
 
(a)  gros s  receipts , from actual sale discounts / rebates  given based on the 

order  of the Commis s ion. 

  
(b)  receivable for  energy not sold or  los t in the sys tem (to be fixed on gros s  

energy  not sold minus  permis s ible technical and commercial los ses  and 
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permis s ible self-consumption of energy. T he rate to be adopted shall  be the 

average of fuel cos t and cos t of purchase plus  10%  thereon to cover  other  cos ts ).  

 
( i i) rental of meters , plant, equipment and other  apparatus  hired to 

consumers ;  

( i i i) services  to consumer  by way of repair  or  any sale or  other  service other  

than capital receipts ;  

( iv) interes t on inves tments , bank balances  including fixed and call  depos its  

and any other  interes t income;  

(v) profit on sale of as sets  

(vi) wheeling of energy 

(vii) transmis s ion of energy 

(vii i) cros s  subs idy surcharge under  section 42(2) 

( ix) additional surcharge under  section 42(4) 

(x) any receipt or  refund from other  sources  agains t any expense or  l ikely 

expense which has  been ear l ier  al lowed as  expense in the tar iff. 

(x i) Al l  other  general receipts  and terms  of Acts  / Regulations  including use of 

as sets  for  other  bus ines s  whether  actually recover  or  not.  

 
 

( I I )  Reasonable and actual entitled expenditure proper ly to be incur red on – 
 

( i) fuel cos t to the level of generation including permis s ible was tage which 

including los ses  dur ing trans it and s torage;  

( i i) fuel handling expenses ;  

( i i i) purchase of energy;  

( iv) salar ies  and wages  and s taff welfare expenses  excluding management 

remuneration covered under  (v) & (Vi);  

 

(v) Director ’s  remuneration, office expenses  including faci l i ties ;  

(vi) S alar ies  and wages  of corporate office / regis tered office;  

(vii) financing cos t excluding penal interes t / charges .  

 
a) interes t charges  on loan bor rowed for  capital ized as sets ;  

b) interes t on temporary accommodation to the extent of approved 

unrealized ar rears  from consumers ;  

c) interes t on working capital faci l i ties  l imited to actual or  equivalent  to 

two months  sales  which ever  is  les s .  

d) F inancing charges  applicable on operational account;  

e) I nteres t on cash secur ity depos its  from consumers   

f) I nteres t on advance amount agains t sales  from consumers , i f any;  
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g) I mpact on interes t payments  due to var iation of foreign exchange rate 

in case of foreign cur rency  loan taken with due approval is  not capital ized. 

 

(vii i) Depreciation on the as sets  capital ized based on the inves tment 

programme approved by the Commis s ion and actually in use. T he rates  of 

depreciation shall  be as  applicable on s traight l ine method under  the 

Companies  Act as  amended from time to time.  

( ix) Rents , rates  and taxes , other  than al l  taxes  relating to income, 

profits  and dividend taxes ;  

(x) Legal charges  

(x i)  auditor ’s  expenses  

a) Auditor ’s  fees  

b) auditor ’s  expenses  

c) payment to auditor s  in any other  capacity or  for  any work which is  

necessary to be got done from them and audited. 

(x i i) consultancy charges  for  wok which can not be done in house or  is  

uneconomical in doing in house or  is  es sential to be done from outs ide sources  

except payment to Auditor ’s  

(x i i i) bad debts  actually wr itten off.  

(x iv) Permis s ible technical and commercial los ses  (the permis s ible quantity wil l  

be reduced from the gros s  energy available for  sale). 

(xv) Permis s ible self-consumption of electr icity  

a) aux i l iary consumption    

b) consumption in other  offices  relating  

  to electr icity bus ines s  of the l icensee  

(xvi) Other  expenses  necessary and ar is ing from and ancil lary or  incidental to 

the bus ines s  of electr icity except penalty etc. levied under  this  Act or  any other  

Act.  

(xvii) Expenses  ar is ing from a ancil lary or  incidental to other  bus ines s  or  

l icensee for  which income have been included, but l imited to the amount of 

income so included. 

 
 

( I I I )  T he Commis s ion may also al low reasonable expenditure to be incur red 

actually or  proper ly on the fol lowing – 

 
a) al l  taxes  on income and profit calculated on permis s ible return as  

al lowed by the Commis s ion relating to bus ines s  of electr icity and also subj ect to 

the condition that the amount of taxes  is  actually paid as  tax after  taking into 

account refunds  into cons ideration. 

 

 

(the permissible quantity will be 
reduced from the gross energy 
available for sale). 
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b) Penalty / fines  levied in other  Act in deserving cases ;  

c) Penal interes t, additional surcharge and / or  non-availment of entitle 

rebates  if the s ituation so ar ise;  

d) Other  los ses  except which are on amount of penalties  / fines  and any 

additional cos t on-account of non-adherence of s tandards  -  norms  and l imits  fixed 

by the Commis s ion. 

e) S pecial al location to meet and cover  the requirement of l ikely any 

unexpected  emergent circumstances  which can not be covered under  normal 

bus ines s  activities  which shall  be inves ted and kept separately including its  

income as  per  the direction of the Commis s ion;  

 
 

NOT E  –   
 
 

1. T he Commis s ion may at its  discretion fix  suitable norms  / l imits  for  any or  

al l  the items  of expenses .  

2. T he ex is ting balances  as  on 31.3.2003 under  T ar iff and Dividend Control 

Reserve, Consumer  Account, Contingency Reserve, Undis tr ibuted Rebates , 

Defer red T axation Reserve, Development Reserve shall  be trans fer  and 

shown as  such in balances  on account of consumer  and shall  be 

appropr iately dealt by the Commis s ion while fix ing the tar iff and /or  to be 

kept separately to meet the fund required for  emergent circumstances  or  for  

providing funds  / meeting cos t of replacement.  

3. I n case of abnormal var iation in income or  expenses  or  both which is  l ikely 

to affect tar iff subs tantial ly, the Commis s ion may provide to include the 

same including its  impact as  a regulatory as set in the tar iff and suitably 

provide for  its  recovery of the same through tar iff for  one or  more years  or  

as  a surcharge for  one or  more years  as  it may deem fit to protect the 

interes t of consumers  / uti l i ty or  both provided in the opinion of the 

Commis s ion the same can not be met ful ly or  par tial ly from balance under   

any other  consumer  account the amount  of which has  been already taken 

from the consumer  through tar iff.  
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S CH E DU L E -2  
 
 

P r inciples , t er ms  and condit ions  f or  det er minat ion of  t ar i f f  along w it h t heir  
applicat ion f or  T r ans mis s ion L icens ee 

 
 
1. T he tar iff shal l  be fixed in such a manner  that a l icensee ordinar i ly in any financial 

year  wil l  earn a permis s ible return which shall  compr ise of Reasonable Return plus  

permitted incentives  minus  penalties  leviable under  the Act / Regulations  for  that year . 

 

2. T he “Reasonable Return” for  this  purpose means  -  

 4%  above the rul ing RBI  rate or  2%  above the PLR rate of S tate Bank of I ndia or  

average of any other  three approved Nationalized Bank whichever  is  higher  and 

calculated on the subscr ibed and paid up equity capital which shall  also include S hare 

Premium balance for  this  purpose but shal l  not include Bonus  S hares  or  shares  is sued 

other  than for  cash. T he paid up equity capital for  this  purpose shall  be the average of 

the opening and clos ing balance of the paid up equity capital for  that year .  

 

3. T he “clear  profit” for  this  purpose means -   

 the difference between the total amount of income from the bus ines s  of electr icity 

including income forgone or  not real ized due to reasons  within control of l icensee and the 

relevant por tion of the income from other  bus ines s  including use of its  as sets  and 

resources  per taining to electr icity bus ines s  for  other  than electr icity bus ines s  minus  

reasonable actual entitled expenditure  proper ly incur red on the bus ines s  relating to 

electr icity or  for  other   bus ines s  for  which income is  being calculated subj ect to the 

extent of such income. 

4. T he difference between the clear  profit and the permis s ible return wil l  be dealt as  

under  :  

40%  shall  be retained by the l icensee and the balance 60%  wil l  go to the 

consumer  account and wil l  be taken into cons ideration while fix ing FPPCA for  the 

relevant or  subsequent years  or  tar iff for  the subsequent years . 

 

 

5. ( I ) T he income shall  include al l  income from any source, but not l imited to  

( i) gros s  receipts  from transmis s ion or  wheeling of energy les s   discounts  / 

rebates  given based on the order  of the Commis s ion;  

( i i) rental of meters , plant, equipment and other  apparatus  hired to 

consumers ;  

( i i i) services  to consumer  by way of repair  or  any sale or  other  service other  

than capital receipts ;  
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( iv) interes t on inves tments , bank balances  including fixed and call  depos its  

and any other  interes t income;  

(v) profit on sale of as sets ;  

(vi) wheeling of energy;  

(vii) cros s  subs idy surcharge;  

(vii i) additional surcharge ;  

( ix) any receipt or  refund from other  sources  agains t any expense or  l ikely 

expense which has  been ear l ier  al lowed as  expense in the tar iff. 

(x) al l  other  general receipts  ar is ing from and ancil lary or  incidental to the 

bus ines s  of electr icity supply ;  

(x i) other  general receipts  in terms  of Act / Regulations  including use of as sets  

for  other  bus ines s  whether  actually recovered or  not. 

 

( I I )  Reasonable and actual entitled expenditure proper ly to be incur red on – 

(vii i) S alar ies  and wages  and s taff welfare expenses  excluding management 

remuneration recovered under  (v) and (vi) ;  

( ix) Director ’s  remuneration, fees , expenses  including faci l i ties  ;  

(x) S alar ies  and wages  of corporate office / regis tered office ;  

(x i) F inancing cos t excluding penal interes t / charges  – 

a) I nteres t charges  on loan bor rowed for  capital ized as sets  ;  

b) I nteres t on temporary accommodation to the extent of approved 

unrealized ar rears  from consumers  ;  

c) I nteres t on working capital faci l i ties  l imited to actual or  equivalent 

to 45 days  of sales  whichever  is  les s  ;  

d) F inancing charges  applicable on operational account ;  

e) I nteres t on cash secur ity depos its  from consumers  ;  

f) I nteres t on advance amount agains t sales  from consumers , i f any;  

g) I mpact of interes t payment due to var iation of foreign exchange 

rate in case of foreign cur rency loan taken with the approval and 

is  not capital ized. 

 

(x i i) depreciation on the as sets  capital ized based on the inves tment 

programme approved by the Commis s ion and actually in use. T he rates  

of depreciation shall  be as  applicable on s traight l ine method under  the 

Companies  Act as  amended from time to time;  

 

(x i i i) rents , rates  and taxes , other  than al l  taxes  relating to income, profits  

and dividend taxes  ;  

(x iv) legal  charges  ;  
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(xv) auditor ’s  expenses  – 

(a) auditor ’s   fees  ;  

(b) auditor ’s  expenses  ;  

(c) payment to Auditor s  in any other  capacity or  for  any work which 

is  necessary to be got done from them and audited. 

(xvi) consultancy charges  for  work which cannot be done in-house or  is  

uneconomical in doing in-house or  is  es sential to be done from outs ide 

sources  except payment to Auditor ’s  ;  

(xvii) bad debts  actually wr itten off ;  

(xvii i) permis s ible technical and commercial los ses  ;  

(x ix) permis s ible self-consumption of electr icity – 

a) aux i l iary consumption ;  

b) consumption in other  offices  relating to electr icity bus ines s  of the 

l icensee. 

(xx) other   expenses  necessary and ar is ing from and  ancil lary or  incidental to 

the bus ines s  of electr icity except penalty etc. levied under  this  Act or  any 

other  Act ;  

(xx i) expenses  ar is ing from and ancil lary or  incidental to other  bus ines s  of 

l icensee for  which income have been included, but l imited to the amount 

of income so included. 

(I I I )  T he Commis s ion may also al low reasonable expenditure to be incur red actually 

and proper ly on the fol lowing – 

a) Al l  taxes  on income and profit calculated on permis s ible return as  

al lowed by the Commis s ion relating to bus ines s  of electr icity and also 

subj ect to the condition that the amount of taxes  is  actually paid as  tax 

after  taking into account refunds  into cons ideration ;  

b) Penalty / fines  levied under  other  Acts  in deserving cases  ;  

 

c) Penal interes t, additional surcharge and / or  non-availment of entitled 

rebates , i f the s ituation so war rants  ;  

 

d) Other  los ses  except which are on account of penalties  / fines  etc and any 

additional cos t on account of non-adherence of s tandards  – norms  and 

l imits  fixed by the Commis s ion. 

 

e) S pecial al locations  to meet and cover  the requirement  of l ikely 

unexpected emergent circumstances  which cannot be covered under  

normal bus ines s  activities  which shall  be inves ted and kept separately 

including its  income as  per  the directions  of the Commis s ion. 
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NOT E  :  

 

1. T he Commis s ion may at its  discretion fix  suitable norms  / l imits  for  any or  al l  the 

items  of expenses . 

2. T he ex is ting balances  as  on 31.03.2003 under  T ar iff and Dividend Control 

Reserve, Consumer  Account, Contingency Reserve, Undis tr ibuted Rebates , 

Defer red T axation Reserve, Development Reserve shall  be trans fer red and shown 

as  such under  balances  on account of consumer  and shall  be appropr iately dealt 

by the Commis s ion while fix ing the tar iff and / or  to be kept separately to meet 

the fund required for  emergent circumstances  or  for  providing funds  /meeting 

cos t of replacement. 

3. I n case of abnormal var iation in income or  expenses  or  both which is  l ikely to 

affect tar iff subs tantial ly, the Commis s ion may provide to include the same 

including its  impact as  a Regulatory As set in the tar iff and suitably provide for  its  

recovery of the same through tar iff for   one or  more years  or  as  a surcharge for  

one or  more years  as  it may deem fit to protect the interes ts  of consumers/ uti l i ty 

or  both provided in the opinion of the Commis s ion the same cannot be met ful ly 

or  par tial ly from balance under  any other  consumer  account the amount of which 

has  been already taken from the consumer  through tar iff. 
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S CH E DU L E  –  3  
 
 

P r inciples , t er ms  and condit ions  f or  det er minat ion of  t ar i f f  along 
w it h t heir  applicat ion f or   Gener at ing Company 

 
 
 

1. T he tar iff shal l  be fixed in such a manner  that a Generating Company ordinar i ly in 

any financial year  wil l  earn a permis s ible return which shall  compr ise of 

Reasonable Return plus  permitted incentives  minus  penalties  leviable under  the 

Act / Regulations  for  that year . 

 

2. T he “Reasonable Return” for  this  purpose means  – 

5%  above the rul ing RBI  rate or  3%  above the PLR rate of S tate Bank of I ndia or  

average of any other  three approved Nationalized Bank whichever  is  higher  and 

calculated on the subscr ibed and paid up equity capital which shall  also include 

S hare Premium balance for  this  purpose but shal l  not include Bonus  S hares  or  

shares  is sued other  than for  cash. T he paid up equity capital for  this  purpose shall  

be the average of the opening and clos ing balance of the paid up equity capital 

for  that year . 

 

3. T he “Clear  Profit” for  this  purpose means  – T he difference between the total 

amount of income from the bus ines s  of electr icity including income foregone or  

not real ized due to reasons  within control of company and the relevant por tion of 

the income from other  bus ines s  including use of its  as sets  and resources  

per taining to electr icity bus ines s   for  other  than electr icity bus ines s  minus  

reasonable actual entitled expenditure proper ly incur red on the bus ines s  relating 

to electr icity or  for  other  bus ines s  for  which income is  being calculated subj ect to 

the extent of such income.   

 
4. T he difference between the clear  profit and the permis s ible return wil l  be dealt as  

under  – 

 
40%  shall  be retained by the Generating Co. T he balance 60%  wil l  go to 

the consumer  account and wil l  be taken into cons ideration while fix ing 

FPPCA for  the relevant or  subsequent years  or  tar iff for  the subsequent 

years .  

 
(5) ( I ) T he income shall  include al l  income from any source, but not    l imited   
to-  
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( i) sale of energy –  
 

(a)  gros s  receipts  from actual sale of energy les s  discounts / rebates  

given based on the order  of the Commis s ion. 

  
(b)  receivable for  energy not sold or  los t in the sys tem (to be based on 

gros s  energy  not sold minus  permis s ible technical and commercial los ses  and 

permis s ible self-consumption of energy. T he rate to be adopted shall  be the 

average of fuel cos t and cos t of purchase plus  10%  thereon to cover  other  cos ts ).  

 
( i i)  rental of meters , plant, equipment and other  apparatus  hired to 

consumers ;  

( i i i) services  to consumer  by way of repair  or  any sale or  other  service other  

than capital receipts ;  

( iv) interes t on inves tments , bank balances  including fixed and call  depos its  

and any other  interes t income;  

 

(v) profit on sale of as sets  

(vi) wheeling of energy, i f any ;  

(vii) transmis s ion of energy, i f any ;  

(vii i) any receipt or  refund from other  sources  agains t any expense or  l ikely 

expense which has  been ear l ier  al lowed as  expense in the tar iff. 

( ix) al l  other  general receipts  ar is ing from and ancil lary or  incidental to the 

bus ines s  of electr icity supply ;  

(x) other  general receipts  in terms  of Act / Regulations  including use of as sets  

for  other  bus ines s  whether  actually recovered or  not. 

 

( I I )  Reasonable and actual entitled expenditure proper ly to be incur red on – 
 

( i) fuel cos t to the level of generation including permis s ible was tage/ los ses  

dur ing the trans it and s torage;  

( i i) fuel handling expenses ;  

( i i i) purchase of energy , i f any ;  

( iv) salar ies  and wages  and s taff welfare expenses  excluding management 

remuneration covered under  (v) & (Vi);  

(v) Director ’s  remuneration, fees , expenses  including faci l i ties ;  

(vi) S alar ies  and wages  of corporate office / regis tered office;  

(vii) financing cos t excluding penal interes t / charges .  

 

 
a) interes t charges  on loan bor rowed for  capital ized as sets ;  
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b) interes t on temporary accommodation to the extend of approved 

unrealized ar rears  from consumers ;  

c) interes t on working capital faci l i ties  l imited to actual or  equivalent  to 45 

days  sales  which ever  is  les s .  

d) F inancing charges  application on operational account;  

e) I nteres t on cash secur ity depos it from consumers   

f) I nteres t on advance amount agains t sales  from consumers , i f any;  

g) I mpact of interes t payment due to var iation of foreign exchange rate in 

case of foreign cur rency loan taken with due approval and is  not capital ized. 

  

(vii i) depreciation on the as sets  capital ized based on the inves tment programme 

approved by the Commis s ion and actually in use. T he rates  of depreciation shall  

be as  applicable on s traight l ine method under  the Companies  Act as  amended 

from time to time;  

( ix) rents , rates  and taxes , other  than al l  taxes  relating to income, profits  and 

dividend taxes  ;  

(x) legal  charges  ;  

(x i) auditor ’s  expenses  – 

(a) auditor ’s   fees  ;  

(b) auditor ’s  expenses  ;  

(c) payment to Auditor s  in any other  capacity or  for  any work which is  

necessary to be got done from them and audited. 

(x i i) consultancy charges  for  work which cannot be done in-house or  is  

uneconomical in doing in-house or  is  es sential to be done from outs ide sources  

except payment to Auditor ’s  ;  

(x i i i) bad debts  actually wr itten off ;  

(x iv) permis s ible technical los ses  ;   

[T he permis s ible quantity wil l  be reduced from the gros s  energy available 
for  sale]  
(xv) permis s ible self-consumption of electr icity – 

 

[T he permis s ible quantity wil l  be reduced from the gros s  energy available for  
sale]  
a) aux i l iary consumption ;                        

b) consumption in other  offices              
         relating to electr icity bus ines s            
         of the l icensee. 

(xvi) other   expenses  necessary and ar is ing from and  ancil lary or  incidental to 

the bus ines s  of electr icity except penalty etc. levied under  this  Act or  any other  

Act ;  

 

 

[The permissible quantity will be 
reduced from the gross energy 
available for sale] 
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(xvii) expenses  ar is ing from and ancil lary or  incidental to other  bus ines s  of l icensee for  

which income have been included, but l imited to the amount of income so included. 

 

( I I I )  T he Commis s ion may also al low reasonable expenditure to be incur red actually 

and proper ly on the fol lowing – 

a) Al l  taxes  on income and profit calculated on permis s ible return as  al lowed 

by the Commis s ion relating to bus ines s  of electr icity and also subj ect to the 

condition that the amount of taxes  is  actually paid as  tax after  taking into account 

refunds  into cons ideration ;  

b) Penalty / fines  levied under  other  Acts  in deserving cases  ;  

c) Penal interes t, additional surcharge and / or  non-availment of entitled 

rebates , i f the s ituation so war rants  ;  

d)             Other  los ses  except which are on account of penalties  / fines  etc 

and any additional cos t on account of non-adherence of s tandards  – norms  and 

l imits  fixed by the Commis s ion. 

e) S pecial al locations  to meet and cover  the requirement  of l ikely 

unexpected emergent circumstances  which cannot be covered under  normal 

bus ines s  activities  which shall  be inves ted and kept separately including its  

income as  per  the directions  of the Commis s ion. 

NOT E  :  

 

1. T he Commis s ion may at its  discretion fix  suitable norms  / l imits  for  any or  al l  the 

items  of expenses . 

2. T he ex is ting balances  as  on 31.03.2003 under  T ar iff and Dividend Control 

Reserve, Consumer  Account, Contingency Reserve, Undis tr ibuted Rebates , 

Defer red T axation Reserve, Development Reserve shall  be trans fer red and shown 

as  such under  balances  on account of consumer  and shall  be appropr iately dealt 

by the Commis s ion while fix ing the tar iff and / or  to be kept separately to meet 

the fund required for  emergent circumstances  or  for  providing funds  /meeting 

cos t of replacement. 

3. I n case of abnormal var iation in income or  expenses  or  both which is  l ikely to 

affect tar iff subs tantial ly, the Commis s ion may provide to include the same 

including its  impact as  a Regulatory As set in the tar iff and suitably provide for  its  

recovery of the same through tar iff for   one or  more years  or  as  a surcharge for  

one or  more years  as  it may deem fit to protect the interes ts  of consumers/ uti l i ty 

or  both provided in the opinion of the Commis s ion the same cannot be met ful ly 

or  par tial ly from balance under  any other  consumer  account the amount of which 

has  been already taken from the consumer  through tar iff. 
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S CH E DU L E  –  4  

 

F OR MU L A F OR  F U E L AND P OW E R  P U R CH AS E  COS T  ADJU S T ME NT ( F P P CA)  

 

Fuel and power  purchase cos t adj us tment charge per  unit of energy sold dur ing 

adj us tment per iod shall  be in terms  of the fol lowing formula and shall  be admis s ible only 

if here is  any increase in the pr ices  of fuel, rai l  transpor tation or  rates  of purchase of 

power  which were prevalent 20 days  pr ior  to las t date of submis s ion of the petition. 

 
          (FC +  PPC) -  CD -  + -  A   fc +  ppc 
FPPCA (p/kwh):   { - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -    -            - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
- - - }  X100         [ (Gown +  Eimp) X (1 – L) (-  ) Q      (gown +  eimp) X (1-L)  
 

FC (Rs ,)          :  Fuel cos t of own generation as  per  Normative parameters  fixed by 

the    Commis s ion and / or  on actual bas is  ( in absence of any 

norm) for  actual level of sales  dur ing the adj us tment per iod. 

 

PPC (Rs .)        :  T otal cos t incur red including the cos t for  fuel for  power  purchase 

from different sources  for  actual level of sales  dur ing the 

adj us tment per iod. 

 

CD                   :  Cos t disal lowed by the Commis s ion as  having been incur red in 

breach of its  economic generation/purchase obligation, or  of order/ 

direction of the Commis s ion, i f any, or  for  any other  reason dur ing  

the adj us tment per iod and adj us ted cor responding to actual level of 

sales . 

A (Rs .)             :  Adj us tment, i f any, to be made in the cur rent per iod to account for  

any excess/shor tfal l  in recovery of fuel and power  purchase cos t in 

the pas t adj us tment per iod based on directions  / orders  of the 

Commis s ion. 

Gown (KWH)    :  T otal energy sent out from uti l i ty’s  generating s tations  dur ing the 

adj us tment per iod based on normative or  actual aux i l iary 

consumption whichever  is  les s , cor responding to actual level of 

sales . 

Eimp (KHW)     :  T otal energy purchased at the sent out bus  from different sources  

based on approved procurement plans  dur ing the adj us tment 

per iod cor responding to actual level of sales . 

 

L (% )                 :  Normative T  & D los s  fixed by the Commis s ion. 
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Q (KHW)          :  Quantity of temporary supply sold dur ing the adj us tment per iod. 

 

fc                      :  Fuel cos t of own generation as  al lowed by the Commis s ion in the 

tar iff order  cor responding to relevant adj us tment per iod. 

ppc                   :  Power  purchase cos t al lowed by the Commis s ion for  the relevant 

adj us tment per iod in the tar iff order . 

 

gown             :  S ent out own generation as  admitted in the tar iff order  by the 

Commis s ion cor responding to the adj us tment per iod. 

 

 

eimp    :  Power  purchase at sent out bus  as  admitted by the Commis s ion in 

the tar iff order  cor responding to the adj us tment per iod.  

 

 

 

 

 

 

 

 

 


