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AUTHORITATIVE ENGLISH TEXT

Act No. 25 of 2011

THE HIMACHAL PRADESH FISCAL RESPONSIBILITY AND BUDGET
MANAGEMENT (AMENDMENT) ACT, 2011

(As ASSENTED TO BY THEGOVERNOR ON31STMARCH, 2011)
AN
ACT

further to amend the Himachal Pradesh Fiscal Responsibility and Budget Management Act,
2005 (Act No. 14 of 2005).

Be it enacted by the Legislative Assembly of Himadheddesh in the Sixty-second Year of
the Republic of India as follows:—

1. Short title.—This Act may be called the Himachal Pradesh Fidgakponsibility and
Budget Management (Amendment) Act, 2011.

2.  Amendment of section 5.— section 5 of the Himachal Pradesh Fiscal Respiibs
and Budget Management Act, 2005 (hereinafter redeto as the “principal Act”,—

(a) for sub-section (1), the following sub-section $bal substituted, namely:—

“(1) In particular and without prejudice to thergrality of the foregoing provisions,
the State Government shall—

(i) eliminate revenue deficit by financial ye2011-12 and maintain revenue
surplus thereatfter;

(i) reduce fiscal deficit to 3.5 per cent osdeof Gross State Domestic Product
by financial year 2010-11, 3 per cent or less ad<sSrState Domestic Product
by financial year 2011-12 and maintain fiscal deft the level of 3 per cent
or less of Gross State Domestic Product thereafter;

(i) reduce outstanding debt to 49.7 per cdiitQ per cent, 44.4 per cent, 42.1
per cent and 40.1 per cent of Gross State Domesbiduct by the financial
years 2010-11, 2011-12, 2012-13, 2013-14 and 2G1#gpectively; and

(iv) maintain outstanding risk weighted guarasten long term debt below forty
per cent of total revenue receipt in the precedingncial year for which
actuals are available as per finance accountsd; a

(b) for sub-section (2), the following sub-section $bal substituted, namely:—

“(2) Notwithstanding anything contained in sulsigen (1), the targets under different
parameters of clauses (i), (ii) and (iii) of sulstsen (1), may be exceeded in the
case of unforeseen demands on the finances of tiite Sovernment due to
reasons of national security or natural calamitylaled by the State Government
or the Central Government, as the case may be:

Provided that a statement in respect of thergitmr grounds specified under
this sub-section shall be placed before the LegygladAssembly, as soon as may
be, after such deficit amount exceeds the afordaaggts.”.

3. Amendment of section 7.—+n section 7 of the principal Act, after sub-sewt{@), the
following new sub-section shall be inserted, namely

“(3) An independent mechanism shall be set uphey State Government to review and
monitor the fiscal reform path set out under thes. A
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HIMACHAL PRADESH ELECTRICITY REGULATORY COMMISSION
SHIMLA

NOTIFICATION
Shimla, the 1st April 2011

No. HPERC/Dis/479.-Whereas section 61 of the Electricity Act, 2003 (8@003), provides that
the Appropriate Commission shall specify the teand conditions for the determination of tariff,
and in doing so, shall be guided by the NationaifffRolicy formulated under the said Act;

And Whereas the Himachal Pradesh Electricity Reguy Commission has framed the
HPERC ((Terms and Conditions for Determination dfiéMing Tariff and Retail Supply Tariff)
Regulations, 2007,

And Whereas subsequent to the framing of regulatlny the Commission, changes have
been made in the National Tariff Policy;

And Whereas the Himachal Pradesh Electricity Retgey Commission is making an
exercise to determine the tariff for distributiocehsees for the next control period starting from
1st April, 2011 and keeping in view the changethenNational Tariff Policy and methodologies of
the Central Commission, amongst others it has becoetessary to amend/modify the existing
regulations;

Now, therefore, in exercise of the powers confetg clauses (zd), (ze) and (zf) of sub-
section (2) of section 181, read with sections@2land 86, of the of the Electricity Act, 2003 (36
of 2003) and all other powers enabling it in thehalf and after previous publication, the Himachal
Pradesh Electricity Regulatory Commission makesfotiewing regulations for determination of
wheeling tariff and retail supply tariff applicalile the distribution licensees:-

REGULATIONS
PART-I
PRELIMINARY
1. Short title, extent and commencement
(1) These regulations shall be called the HimhdPradesh Electricity Regulatory
Commission (Terms and Conditions for Determinatafn Wheeling Tariff and
Retail Supply Tariff) Regulations, 2011.
(2) These regulations shall extend to the whold® State of Himachal Pradesh.

3) These regulations shall come into force witiect from 1st April, 2011.

2. Definitions :
In these regulations, unless the context otherveigaires,-

(1) “Act” means the Electricity Act, 2003 (36 of 2003);
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(2)

3)

(4)
()

(6)

(7)

(8)

(9)

(10)

(11)

(12)

“aggregate revenue requiremeritor “ARR” means the costs pertaining to the
licensed business which are permitted, in accomlavith these regulations, to be
recovered from the tariffs and charges determineth& Commission;

“allocation statement means for each financial year, a statement ipaeisof each
of the businesses (wheeling, retail supply, othesiress) of the licensee, showing
the amounts of any revenue, cost, asset, liabikserve or provision etc, which has
been either -

(a) determined by apportionment or allocatietween different businesses of the
licensee including the licensed business, togetyith a description of the
basis of the apportionment or allocation; or

(b) charged from or to each such other busiragsther with a description of the
basis of that charge;

“Appendix” means the appendix to these regulations;

“base yeal means the financial year immediately precedingtfiyear of the
control period and used for the purposes of thegelations;

“change in law means occurrence of any of the following events:-

(a) the enactment, bringing into effect, adoptiggmomulgation, amendment,
modification or repeal of any law, or

(b) change in interpretation of any law by a petent court, Tribunal or Indian
Governmental Instrumentality which is the final lawrity under law for such
interpretation, or

(c) change by any competent statutory authorityany consent, approval or
licence available or obtained for the project;

“Commissiorf means the Himachal Pradesh Electricity Regulat@oynmission as
referred to in sub section (1) of section 82 ofAlog

“Conduct of Business Regulatiorismeans the Conduct of Business Regulations
specified by the Commission under sub-section {¥gotion 92 of Act;

“control period” means a multi-year period fixed, by the Commissimom time to
time, for which the principles of determination r@venue requirement and tariff
will be laid down;

“distribution business” means authorised business of a distribution license

operate and maintain a distribution system for upg electricity to the consumers
in an area of supply;

‘financial year” means a period commencing on 1st April of a cddenyear and
ending on 31st March of the subsequent calendary yea

“Ylicenceé means a licence granted under section 14 of tte A
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(13)

(14)

(15)

(16)

(17)

(18)

(19)

(20)

(21)

(22)

(23)

(24)

(25)

ficensed business means the functions and activities, which theetisee is
required to undertake in terms of the licence graity the Commission or being a
deemed licensee under the Act;

Ylicenseé means a person who has been granted a licenceslzat include a
deemed licensee;

‘non-tariff income” means income relating to the licensed busineggrothan
from tariff (wheeling and retail supply), and exing any income from other
business, cross-subsidy surcharge and additionchange;

“‘other busines$ means any business of the distribution licenséeerothan the
licensed business;

‘retail supply busines$ means the business of sale of electricity bysritiution
licensee to the consumers within the area of sujppaccordance with the terms of
the licence for distribution and retail supply tdctricity;

“retail supply tariff” means the rate charged by the distribution licefsesupply
to non-open access customers and includes change$éeling and retail supply;

“State” means the State of Himachal Pradesh;

‘trading business means the authorised business of an electricyer in the area
of operation allowed under the trading licence tgdn

“trading licence” means the licence granted under section 14 of tbe té
undertake trading in electricity;

‘Wheeling’ means the operation whereby the distribution esystand associated
facilities of a distribution licensee are used bpthaer person for the conveyance of
electricity on payment of charges to be determunader section 62;

‘Wheeling businessmeans the business of operating and maintainidigtabution
system for conveyance of electricity in the areasapply of the distribution
licensee;

“year” means a financial year; and

the words and expressions used in thesdatéms and not defined herein but
defined in the Act shall have the meanings respelgtiassigned to them in the Act.

PART-II

GUIDING PRINCIPLES

3. General Approach

(1)

In accordance with the principles laid downthese regulations, the Commission
shall determine the tariff for —

(a) wheeling of electricity, i.e. wheeling tayiff
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(@)

3)

(4)

(5)

(6)

(b) retail sale of electricity, i.e. retail sugpériff:

Provided that in case of distribution of eledtyidn the same area by two or more
distribution licensees, the Commission may, fornppting competition amongst
distribution licensees, fix only maximum ceilingtafiff for retail sale of electricity:

Provided further that where the Commission hasnjieed open access to any
category of consumers under section 42 of the tAetCommission shall determine
the wheeling tariff, cross-subsidy surcharge, aoldiei surcharge and other open
access related charges in accordance with thesdatiegps and the Himachal
Pradesh Electricity Regulatory Commission (Crosbs&ly Surcharge, Additional
Surcharge and Phasing of Cross Subsidy) Regula29s.

In accordance with the principles laid downtlese regulations, the Commission
shall determine the aggregate revenue requirerA&R) and tariff for -

(@ wheeling business; and
(b) retail supply business.

The aggregate revenue requirement (ARR) détexinfor the wheeling business
shall be used in fixation of the wheeling tariff.

The aggregate revenue requirement (ARR) détexainfor retail supply business
shall be used in fixation of the retail supply ffdior retail sale of electricity.

The Tariff determined by the Commission anel directions given in the tariff order
made by the Commission shall be quid pro quo antuatly inclusive.The tariff
determined shall, within the period specified hybé subject to the compliance of
the directions to the satisfaction of the Commissand their noncompliance shall
lead to such amendment, revocation, variationsadtedations of the tariff, as may
be ordered by the Commission.

The tariff order shall, unless amended or kedp continue to be in force for such
period as may be specified in the tariff ordertHa event of failure on the part of
the licensee to file the aggregate revenue reqemerfARR) under Part-1V, the
tariff determined by the Commission shall ceaseperate, unless allowed to be
continued for a further period with such variatioes modifications, as may be
ordered by the Commission.

Multi Year Tariff (MYT) Framework

The Commission shall adopt multi year tariff frameek for approval of ARR and expected
revenue from tariffs and charges for the contraigae The multi year tariff framework
shall be based on the following: -

(@)

(b)

Business planof the distribution licensee for the entire contmériod to be
submitted to the Commission for approval, priorthe beginning of the control
period,;

Applicant’s forecast of expected wheeling tariff ad retail supply tariff for each
year of the control period, based on reasonablengssons of the underlying
financial and operational parameters, as submittéicle business plan;
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(c) Trajectory for specific parameters shall be stipulated by the Commission, where
the performance of the applicant is sought to bpraved through incentives and
disincentives;

(d)  Annual review of performanceshall be conducted vis-a-vis the approved forecast
and categorization of variations in performanceo imontrollable factors and
uncontrollable factors;

(e)  Profit sharing shall be applied on the profits arising from thstidbution licensee’s
better performance vis-a-vis distribution loss &tsgand targets for the other
controllable parameters specified by the Commissitre distribution licensee shall
be free to utilise its share in the profit.

() Variation in revenue/coston account of uncontrollable factors like sales poder
purchase shall be trued up annually.

5. Segregation of Wheeling and Retail Supply Busgss

(1) The distribution licensee shall segregateabeounts of the licensed business into
wheeling business and retail supply business. TRR Aor wheeling business shall
be used to determine wheeling charges and the ARRRefail supply business to
determine retail supply tariff.

(2) Till such time there is complete segregatibmaaounts, the licensees shall prepare
an allocation statement to apportion costs andneae to respective business. The
allocation statement, approved by the board ofctirs/ whole time directors of the
licensee, shall be accompanied with an explanatibthe methodology which
should be consistent over the control period.

6. Determination of Baseline

The baseline values (operating and cost paramdterthe base year of the control period
shall be determined by the Commission and shabdsed on the approved values by the
Commission, the latest audited accounts, estimatthe actuals for the relevant year,

prudence check and other factors considered appatefry the Commission:

Provided that in case of substantial differencetwben the estimates earlier
provided/considered for determination of baseliatu®gs and the actual audited accounts,
the Commission may re-determine the baseline vdarabe base year.

7. Targets for Controllable Parameters

The Commission shall set targets for each yeathefcontrol period for the items or
parameters that are deemed to be “controllable’vamidh will include-

(@) Distribution losses which shall be measured as the difference betweahenergy
input for sale to all its consumers and sum ofttital energy billed in its licence
area in the same year;

(b) Operation and Maintenance Expenditure which includes employee expenses,
repairs and maintenance expenses, administratidnganeral expenses and other
miscellaneous expenses viz. audit fees, rents|, flega etc;
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()

(d)

Financing costwhich includes cost of debt including working cabpiinterest),
cost of equity (return); and

Depreciation.

8. Sales Forecast

1)

(@)

3)

The Commission, based on the licensee’s flinghall examine the forecast for
reasonableness and consistency, and shall appgresales forecast for each year of
the control period.

Sales shall be treated as uncontrollable:

Provided that the open access transactionsrsbiaibrm part of sales.

Power purchase quantum and cost for any ¢ia&iyear shall be computed on the
basis of distribution loss targets and the estithatdes.

9. Capital Investment

(1)

(2)

3)

(4)

(@)

The Commission shall approve capital investm@an of the licensees for the
control period commensurate with load growth, ruséctrification, system
extension, distribution loss reduction and qualityprovement proposed in the
business plan.

The distribution licensee shall be requiredake scheme wise approval for capital
investment for creation of new assets at 33 kV aomolve, but for creation of new
assets below 33 kV and network augmentation appweliebe required as block of
scheme.

Capital investment plan submitted by the s shall also provide details of on
going projects that will spill into the control ped and new projects for creation of
new assets at 33 kV and above that will commencagluhe control period but
may extend beyond the control period.

The investment plan shall be scheme-wise aitidl respect to each circle/scheme
shall include-

purpose of investment (i.e. replacement ofteyg assets, meeting load growth,
technical loss reduction, non-technical loss reidact meeting reactive energy
requirements, customer service improvement, imprerg in quality and reliability
of supply, etc) ;

(b)  Capital Structure;

(c) Capitalisation Schedule;

(d) Financing Plan;

(e) Cost-benefit analysis; and

(H Improvement in operational efficiency engsa in the control period, etc.
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(5)

(6)

(7)

For the Annual Performance Review, the dsiibn licensee shall submit the actual
capital expenditure incurred and capitalisationirdyuthe year under review along
with the Annual Performance Review Filing.

The Commission shall review the actual cépixpenditure incurred and
capitalisation at the end of each year of the cbrgeriod vis-a-vis the approved
capital expenditure and capitalisation schedule. the normal course, the
Commission shall not revisit the approved capitalestment plan (capital
expenditure and capitalisation schedule) duringcthr@rol period and adjustment to
depreciation, interest on capital loan and retunnequity for the actual capital
expenditure incurred and capitalisation vis-a-yppraved capital investment plan
(capital expenditure and capitalisation) shall beedat the end of the control period.

In case the capital expenditure is requiredefmergency work which has not been
approved in the Capital Investment Plan, the lieenshall submit an application,
containing all relevant information along with reas justifying emergency nature
of the proposed work, seeking approval by the Casion. The licensee shall take
up the work prior to the approval of the Commisspravided that the emergency
nature of the scheme has been certified by itsdoar

of Directors.

10. Quality of Supply and Customer Service

The quality of supply and the customer serviceapeters shall be monitored as per the

norms
param

to be laid down by the Commission separatedyn time to time. For certain
eters as mentioned in regulation 34 of theggillations, the Commission shall

monitor licensee’s performance with respect tot#ingets specified.

11. True Up

(1)

The true up across various controllable andouatrollable parameters shall be
conducted as per principles stated below: -

@ Variation in revenue / expenditure on accooitincontrollable sales and
power purchase shall be trued up every year. Trupghall be carried out
based on the actual/audited information and pruelenbeck by the
Commission:

Provided that if such variations are large, #@nig not feasible to recover in
one year alone, the Commission may take a viewdate a regulatory asset,
as per the guidelines provided in clause 8.2.2@MNational Tariff Policy:;

Provided further that under business as usualitions, the Commission, to
ensure tariff stability, may include the openinglabaes of uncovered
gap/trued-up costs in the subsequent control peridRR instead of
including in the year succeeding the relevant ygdhe control period after
providing for transition financing arrangement apital restructuring.

(b) for controllable parameters -

(i) any surplus or deficit on account of O&Mpenses shall be to the account of
the licensee and shall not be trued up in ARR; and

(i) atthe end of the control period —
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I. the Commission shall review actual capitalestment vis-a-vis
approved capital investment.

II. depreciation and financing cost, which ird#s cost of debt including
working capital (interest), cost of equity (retust)all be trued up on
the basis of actual/ audited information and predecheck by the
Commission.

(2) Notwithstanding anything contained in thesgutations, the gains or losses in the
controllable items of ARR on account fafrce majeure factors after adjusting for
proceeds from any insurance scheme, if any, skalpdssed on as an additional
charge or rebate in ARR over such period as maméstioned in the order of the
Commission.

12. Contingency Reserve

Q) For maintaining tariff stability and passitige benefits achieved to the consumers
under the multi year tariff framework via continggnreserve, the licensee shall
create a contingency reserve at the beginningettmtrol period and the revenue
surplus, if any, generated by the licensee in apdtas FY 2010-11 shall be
transferred to contingency reserves at the beginwoiithe control period.

(2) The licensee shall maintain separate accaarttseir books and reflect the balance
in the contingency reserve account in the balareets There shall be yearly
additions and drawls to/from these contingencyresaccount based on the annual
review and performance of the licensee.

(3) Fund under contingency reserve shall be keptseparate bank account and shall be
effectively invested and managed to earn returnsedaon market conditions
ensuring adequate liquidity. This fund shall notutized for speculative purposes.
The use of these funds in any other manner shalnbewith the prior approval of
the Commission.

PART-III

PRINCIPLES FOR DETERMINATION OF AGGREGATE REVENUE
REQUIREMENT (ARR)

13. ARR for Distribution Business

The aggregate revenue requirement of the distoibuicensees for each year of the control
period shall contain the following items: -

€) cost of power procurement including own gatien;

(b) transmission and load dispatch charges;
(c) operation and maintenance expenses;

(d) financing cost which includes cost of delatluling working capital (interest), cost
of equity (return);

(e) depreciation; and
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(f)

income tax;

Less:
(i) non-tariff income;
(i1) cross subsidy surcharge and additional sangé; and

(ii)income from other business.

14. Cost of Power Procurement

(1)

(@)

3)

(4)

The licensee shall forecast sales for eactomey category and sub-categories for
all years of the control period in their businetanpfilings, for the Commission’s
review and approval. The approved category-wisess@drecast shall be applied
alongwith distribution loss trajectory for estinmgi the licensees’ power
procurement requirement for each year of the copsood.

The distribution licensee shall be allowedr@¢cover the cost of power it procures
from sources approved by the Commission, viz. iBtfiite and State trading
licensees, bilateral purchases, bulk suppliersteSjanerators, independent power
producers, Central generating stations, renewalnld eogeneration sources,
generation business of the distribution licensed athers, assuming maximum
normative rebate available from each source fomay of bills through letter of
credit on presentation of bills in accordance with tariffs approved from time to
time by the Appropriate Commission for supply tonsemers of retail supply
business:

Provided that the distribution licensee shallpmse the cost of power procurement
taking into account the fuel adjustment formulacsied for the generating stations

and net revenues through bilateral exchanges asdhaduled interchange (Ul)

transactions:

Provided further that where the licensee utilisepart of the power purchase
approved or bulk supply allocated or contractedtherretail supply business for its
trading business, the distribution licensee shativigde an allocation statement
clearly specifying the cost of power purchase taattributable to such trading
activity.

While approving the cost of power purchase, @ommission shall determine the
gquantum of power to be purchased from various €sum accordance with the
principles of merit order schedule and despatcledas a ranking of all approved
sources of supply in the order of their variablstoof power purchase. All power
purchase costs will be considered legitimate uniegs established that the merit
order principle has been materially violated or powas been purchased at
unreasonable rates.

The renewable purchase obligation of the ithgtion licensee will be as per the
relevant regulations made by the Commission.

15. Distribution Losses

1)

The target distribution loss levels for that8tto be achieved by the distribution
licensees at the end of control period and yeae-\dss reduction trajectory for the
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()

3)

control period shall be fixed for the distributiticensee in the multi year tariff
order:

Provided that profits arising from achieving |desel better than specified in the
loss reduction trajectory for the State shall baretl in the ratio of 60:40 with the
licensee and the contingency reserve:

Provided further that any financial loss on actoaf under performance with
respect to distribution loss targets shall be #&litensee’s account.

The licensee shall propose circle-wise baseeliistribution loss levels and loss
reduction trajectory for each year of the contrefipd. The Commission shall
examine the filings made by the licensee for tistritution loss trajectory for each
year of the control period and approve the samle mitdification as it may consider
necessary.

The distribution licensee shall also proposkage-wise losses for each year of the
control period for the determination of voltage-viscost of supply and
determination of voltage-wise wheeling tariff. TB®Bmmission shall examine the
filings made by the licensee for the voltage wisgribution loss trajectory for each
year of the control period and approve the samle midification as it may consider
necessary:

Provided that till the actual data on voltage evissses are not available, the
distribution licensee shall submit best estimafab® voltage wise losses.

16. Transmission and Load Despatch Charges

The distribution licensee shall be allowed to kegonet transmission and load despatch
charges payable to the transmission licensees r@eftransmission Utility, State
Transmission Utility etc.) and System OperatorsgiBeal Load Despatch Centre, State
Load Despatch Centre etc.) for access to and ugkeointer-State transmission system,
intra-State transmission system and availing loagpdtch services assuming maximum
normative rebate available from each source formeay of bills through letter of credit on
presentation of bills in accordance with the tariffpproved, from time to time, by the
Appropriate Commission.

17. Operation and Maintenance (O&M) Expenses

1)

(2)

Operation and Maintenance (O&M) expenses shellide: -

(a) salaries, wages, pension contribution ahdratmployee costs;
(b) administrative and general expenses;

(c) repairs and maintenance expenses; and

(d) other miscellaneous expenses, statutoryese\and taxes (except corporate
income tax).

The distribution licensee shall submit the O&Mpenses for the control period as
laid down in the multi year tariff filing procedur&éhe O&M expenses for the base
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3)

year shall be approved by the Commission taking adcount the latest available
audited accounts, business plan filed by the Oigion licensee,estimates of the
actuals for the base year, prudence check andtapy factors

considered appropriate by the Commission.

The O&M expenses for the nth year of the adrgeriod shall be approved based on
the formula given below:-

O&M, = R&Mn + EMPn + A&Gn
Where -

R&M, = K*GFA n-1

EMP, = (EMPn-1)* (1+Gn) * (CPlinflation)

A&G, = (A&Gn-1)*(WPlinflation)

‘K’ is a constant (could be expressed in %). \atd K for each year of the control
period shall be determined by the Commission inNNeTl Tariff order based on
licensee’s filing, benchmarking of R&M Expensespiagved R&M Expenses vis-a-
vis GFA approved by the Commission in past and ather factor considered

appropriate by the Commission;

CPlinflation — is the average increase in the Sbomer Price Index (CPI) for
immediately preceding three years before the baae y

WPIlinflation — is the average increase in the Wkale Price Index (CPI) for
immediately preceding three years before the baae y

EMPR, — employee costs of the distribution licensedtiernth year;

A&G, — administrative and general costs of the distidoulicensee for the nth year;
R&M,— repair and maintenance costs of the distribute@msee for the nth year;
GFAnN- — Gross Fixed Asset of the distribution licenszetlie n-1th year;

G, is a growth factor for the nth year. Value of GQmalt be determined by the
Commission in the MYT tariff order for meeting thedditional manpower
requirement based on licensee’s filings, benchmgrkiapproved cost by the

Commission in past and any other factor that then@ission feels appropriate:

Provided that R&M expenses determined shall hikksed towards R&M works
only.

18. Asset Base

(1)

The Commission shall determine the asset tumsEach year of the control period at
the beginning of the control period, which shal Bem of -:

(&) The asset base of the base year as deterfiyntb@ Commission, considering
the most recent audited accounts, estimates oflactluring the base year
checked for prudence and any other factors coresidappropriate by the
Commission, and
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(b) Proposed capitalisation during the yearckld for prudence covering-

(1) schemes for which Commission’s approval b@sn granted,
(i) schemes which have been submitted for Casion’s approval, and
(i)  schemes not requiring Commission’s appipva
Less:
Assets proposed to be retired during the year.

(2) The interest on loan capital and return ontgeghall be computed on the financing
of the cost of the schemes included in the ass#. ba

19. Debt-Equity Ratio

For the purpose of determination of the tariffe tbquity and outstanding debt shall be
determined for the base year by the Commissiomdakito consideration the licensee’s
proposals, previous years debt-equity details ahdraelevant factors. However, for any
fresh capitalisation of assets, the Commissionl sipgily a debtequity ratio of 70:30 on the
capitalized amount as approved by the Commissioadoh year of the control period:

Provided that where equity employed is in exces8086, the amount of equity for the
purpose of tariff shall be limited to 30% and tledamce amount shall be considered as loan.
The interest rate applicable on the equity in exc#830% treated as loan has been specified
in regulation 21. Where actual equity employedessithan 30%, the actual equity shall be
considered.

20. Return on Equity

Return on equity for the distribution licenseenfsof return on equity for wheeling business
and return on retail supply business) shall be adgeth on the paid up equity capital
determined in accordance with regulation 19 andl bleal6% per annum (post tax):

Provided that return on equity invested in workgrogress shall be allowed from the date
of commercial operation.

21. Interest and Finance Charges

Q) Interest and finance charges on loan capltall be computed on the outstanding
loans, duly taking into account the schedule ofiyepent, and the interest rate, in
accordance with the terms and conditions of releagmeements of loan, bond or
non-convertible debentures. Exception can be madehk existing or past loans
which may have different terms as per the agreesnahtady executed if the
Commission is satisfied that the loan has beenraced for and applied to
identifiable and approved projects. For the purpogdariff determination, the
outstanding debt at the end of each year of the@qgperiod shall be taken as-

Outstanding debt at the end of the nth year =stanting debt at the end of the
(n-1)th year + (plus) sum of amount of debt relatedssets capitalized under each
investment scheme during the nth year — (minus) iigdaid during the nth year;



58

RToT9, fedreel ueer, 2 o¥ie, 2011 /12 o=, 1933

(2)

3)

(4)

(5)

For the first year of the control period, thel(h year shall be the base year,;

Amount of debt related to assets capitalized urateinvestment scheme during
the nth year = (70% or actual, whichever is highgrmultiply) (amount of
capitalisation approved by the Commission for sscfeme in the nth year):

Provided that all loans considered for this psgshall be identified with the assets
created:

Provided further that the interest and financergbs of re-negotiated loan
agreements shall not be considered, if they rasthitgher charges:

Provided further that the interest and financargls on works in progress shall be
excluded and shall be considered as part of theatapst:

Provided further that neither penal interest am@rdue interest shall be allowed for
computation of aggregate revenue requirement.

The interest rate on the amount of equityxoess of 30% treated as notional loan
shall be the weighted average rate of the loarthefespective years and shall be
further limited to the rate of return on equity siied in these regulations.

In case any moratorium period is availednoamy loan, depreciation provided for in
the tariff during the years of moratorium shalltbeated, as notional repayment of
loan during those years and interest on loan daghtll be calculated accordingly.

The distribution licensee shall make everypefto refinancing the loan as longas it
results in net benefit to the consumers. The cesb@ated with such refinancing
shall be borne by the consumers and any benefitconunt of refinancing of loan
and interest on loan shall be shared in the rdlidGbetween the licensee and the
contingency reserve. The licensee shall submit#heulation of such benefit to the
Commission for its approval.

In respect of foreign currency loans, vaaatin rupee liability due to foreign
exchange rate variation, towards interest paymewt laan repayment actually
incurred, in the relevant year shall be admissipleyided it directly arises out of
such foreign exchange rate variation and is notbatable to the licensee or its
suppliers or contractors.

22. Interest Charges on Working Capital

Rate of interest on working capital to be computed provided hereinafter in these
regulations shall be on normative basis and skeaéidual to the Short-Term Prime Lending
Rate of the State Bank of India as on 1st Aprilhaf relevant year. The interest on working
capital shall be payable on normative basis nostdtfding that the licensee has not taken
working capital loan from any outside agency or baseeded the working capital loan
based on the normative figures. The Commission | sbalculate working capital
requirement for wheeling business as mentionee@gnlation 30 and retail supply business
as mentioned in regulation 32 to arrive at workoapital requirement of distribution
licensee.
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23. Depreciation

1)

(@)

3)

(4)

(5)

(6)

(7)

Depreciation shall be calculated for eachr ydathe control period, on the amount
of original cost of the fixed assets of the coroasfing year:

Provided that depreciation shall not be allowed assets funded by capital
subsidies/grants:

Provided further that provision for replacemehsoch assets shall be made in the
capital investment plan.

Depreciation for each year of the control pershall be determined based on the
methodology as specified in these regulations aldthgthe rates and other terms
specified in the Appendix to these regulations.

Depreciation shall be calculated annuallyedasn the Straight Line Method, over
the useful life of the asset. The base value fergurpose of depreciation shall be
original cost of the asset.

The residual value of assets shall be constHas 10% and depreciation shall be
allowed to a maximum of 90% of the original costtbhé asset. Land is not a
depreciable asset and its cost shall be excluddé wdmputing 90% of the original
cost of the asset.

Depreciation shall be charged from the firsayof operation of the asset. In case,
the operation of the asset is for a part of the,yéepreciation shall be charged on a
pro rata basis.

In addition to allowable depreciation, thetdiition licensee shall be entitled to
advance against depreciation (AAD), computed imtla@ner given hereunder: -

AAD = Loan (raised for capital expenditure) repmnt amount based on loan
repayment tenure, subject to a ceiling of 1/10tthoah amount minus depreciation
as calculated on the basis of these regulations:

Provided that advance against depreciation Siegtiermitted only if the cumulative
repayment upto a particular year exceeds the cuivelldepreciation upto that year:

Provided further that advance against depreciatia year shall be restricted to the
extent of difference between cumulative repaymemt eaumulative depreciation
upto that year:

On repayment of entire loan, the remainingreejpble value shall be spread over
the balance useful life of the asset.

24. Corporate Income Tax

(1)

Income tax, if any, on the licensed businekshe distribution licensee shall be
treated as expense and shall be recoverable frasunmers through tariff. However,
tax on any income other than that through its Beehbusiness shall not be a pass
through, and it shall be payable by the distributioensee itself.
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25.

(2) Any under-recoveries or over-recoveries of ¢éa income shall be adjusted every
year on the basis of income-tax assessment, uhdemtome Tax Act, 1961, as
certified by the statutory auditors:

Provided further that the benefits of tax-holideyapplicable in accordance with the
provisions of the Income Tax Act, 1961 shall besedson to the consumers.

3) The income tax actually payable or paid shallincluded in the ARR. The actual
assessment of income tax should take into accoemefids of tax holiday, and the
credit for carry forward losses applicable as fper provisions of the Income Tax
Act, 1961 shall be passed on to the consumers.

4) Tax on income, if any, liable to be paid shal limited to tax on return on equity.
However, any tax liability on incentives due to moped performance shall not be
considered.

Non-tariff Income

(1) All incomes being incidental to electricitydiness and derived by the licensee from
sources, including but not limited to profit dedvé&om disposal of assets, rents,
delayed payment surcharge, meter rent (if anypnmefrom investments other than
contingency reserves, miscellaneous receipts fftemconsumers excluding income
to licensed business from the other business ofdis&ibution licensee shall
constitute non-tariff income of the licensee.

(2) The amount received by the licensee on adco@imon-tariff income shall be
deducted from the aggregate revenue requiremewtlculating the net revenue
requirement of such licensee.

26. Other Income of the Licensee

Where the licensee is engaged in any other busities income from such business will be
calculated in accordance with the Himachal Pradélgletricity Regulatory Commission
(Treatment of Income of Other Businesses of Trassiom Licensees and Distribution
Licensees) Regulations, 2005 and shall be deddficiedthe aggregate revenue requirement
in calculating the revenue requirement of the lgsen

Provided that the licensee shall follow a reastndlasis for allocation of all joint and
common costs between the distribution businesstandther business and shall submit the
allocation statement, as approved by its boardrettbrs, to the Commission alongwith his
application for determination of tariff:

Provided further that where the sum total of tlrea and indirect costs of such other
business exceeds the revenues from such otherelsgsin for any other reason, no amount
shall be allowed to be added to the aggregate wveveaquirement of the licensee on
account of such other business.

27. Net Aggregate Revenue Requirement

(1) The net aggregate revenue requirement ofitkeadee eligible for recovery during
each year of the control period shall be determia#tér deducting from the
aggregate revenue requirement, the non-tariff irccand other income, less:
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(@)

receipts on account of cross subsidy surchargeadddional surcharge from open
access customers.

For determination of wheeling charges for openess customers, the ARR for the
distribution licensee shall be segregated into ABRwheeling business and ARR

for retail supply business.

28. Aggregate Revenue Requirement (ARR) for Wheab Business

The ARR for the wheeling business of the distidnuticensees for each year of the control
period, shall contain the following items: -

(@)
(b)

()
(d)
(€)

operation and maintenance expenses;

financing cost which includes cost of deltlunling working capital (interest), cost
of equity (return);

depreciation;

income tax; and

interest on consumer security deposit.
Less:

0] non-tariff income; and

(i) income from other business.

29. Return on Equity for Wheeling Business

Return on equity shall be computed on the paieéquoty capital determined in accordance
with regulation 19 and shall be 16% per annum (frost

Provided that return on equity, invested in warkprogress shall be allowed from the date
of commercial operation.

30. Working Capital for Wheeling Business

The Commission shall calculate the working capigjuirement for the wheeling business
containing the following components: -

(@)
(b)
()

O&M expenses for one month;
receivables for two months of the wheelingrges;

maintenance spares @ 40% of R&M Expensesrfermonth; and

Less

consumer security deposit, if any.
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31. Aggregate Revenue Requirement (ARR) for Retabupply Business

The ARR for the retail supply business of the ribstion licensee, for each year of the
control period, shall contain the following items;

(@)
(b)
()
(d)
(€)
(f)
(9)

cost of power procurement;

transmission and load dispatch charges;

operation and maintenance expenses;

financing cost which includes cost of deltlunling working capital (interest), cost
of equity (return);

depreciation;

income tax; and

interest on consumer security deposit;

Less:
® non-tariff income;

(i) income from other business; and

(i)  receipts on account of cross subsidy surgeand additional surcharge from
open access customers.

32. Working Capital for Retail Supply Business

Working capital for retail supply of electricitall consist of -

(@)
(b)
()

O&M expenses for one month;

receivables for two months of revenue frote sd electricity;
maintenance spares @ 40% of R&M Expensesrfermonth;
Less:

® power purchase costs for one month; and

(i) consumer security deposit, if any.

33. Income from Cross-Subsidy Surcharge and Adddnal Surcharge

1)

The amount received or to be received by itenkee on account of crosssubsidy
surcharge and additional surcharge, as approvethéyommission from time to
time in accordance with the Himachal Pradesh He@gtrRegulatory Commission
(Cross Subsidy Surcharge, Additional Surcharge Rhdsing of Cross Subsidy)
Regulations, 2006, shall be shown separately aigdirsconsumer category that is
permitted open access as per the phasing plan.
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(2) Cross-subsidy surcharge and additional sugehahall be shown as revenue from
the tariff from the consumer categories permittpdroaccess in accordance with the
Himachal Pradesh Electricity Regulatory Commissf@noss Subsidy Surcharge,
Additional Surcharge and Phasing of Cross SubdrBgulations, 2006 and such
amount shall be utilized to meet the cross-subsityirements of subsidised
categories and fixed costs of the licensee arisuigf his obligation to supply. The
licensee shall provide such details in its anniliab.

34. Quality of Supply and Services

(1) The quality of supply and the customer serpasmeters shall be monitored as per
the norms specified by the Commission from timérte.

(2) The licensee shall propose baseline and pwdoce trajectory for quality
parameters as specified in the Himachal Pradestiri€iey Regulatory Commission
(Distribution Performance Standards) Regulatiori,(20

3) The Commission shall make an assessment @bitey of baseline data and may
prescribe the performance trajectory for each ifledt parameter for the control
period which shall be complied by the distributicmensee. The Commission shall
develop a performance framework to encourage leendo improve quality of
supply and services.

4) The licensee shall submit the performance acheparameter in the form and
manner directed by the Commission and the Comnmmsskall conduct periodic
reviews on the performance of the licensee witheesto quality parameters

PART-IV
MULTI YEAR TARIFF FILING PROCEDURE
35. Multi-Year Filings for the control period

(1) The multi year tariff filing shall be in suébrm and in such manner as may be laid
down by the Commission by an order and also ashgeprovisions of the Conduct
of Business Regulations.

(2) The licensee shall also submit the multi yeaiff filing in electronic format to the
Commission.

36. Beginning of the control period business plan filings

The distribution licensee shall file, for the Comsmon’'s approval, on or before 30th
November of the year, preceding the first yearhef tontrol period, or any other date as
may be directed by the Commission, a businessgpanoved by its board of directors. The
business plan shall be for the entire control gkand shall, interalia, contain: -

(@) sales/demand forecast for each customer @atemd sub-categories for each year
of the control period,;

(b) distribution loss reduction trajectory forckayear of the control period,;

(c) collection efficiency for each year of thentwl period,;
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37.

(d)

(€)

(f)

(9)

(h)

(i)

()

(k)

()

Annual

1)

(2)

3)

power procurement plan based on the salesdst and distribution loss trajectory
for each year of the business plan period; the pgwecurement plan may also
include energy efficiency and demand side managemeasures;

capital investment plan: This shall take imtccount the sales/demand forecast,
power procurement plan, distribution loss trajegtaargets for quality of supply,
etc. The capital investment plan shall be consistatt the perspective plan drawn
by the State Transmission Utility (STU), and shiaitlude the corresponding
capitalisation schedule and financing plan. The @@sion shall approve capital
investment plan of the licensees for the contraiigoe commensurate with load
growth, distribution loss reduction and quality moypement proposed in the
business plan;

the appropriate capital structure of eachesod proposed and cost of financing
(interest on debt and return on equity), termsefexisting loan agreements, etc;

the Operation and Maintenance (O&M) costsnesied for the base year and two
years prior to the base year with complete dettgther with the forecast for each
year of the control period based on the proposkciezicy in operating costs, norms
for O&M cost allowance including indexation and etlappropriate mechanism;

details of depreciation based on the usefel ¢f the asset and capitalisation
schedules for each year of the control period;

a set of targets proposed for other itemshsas collection efficiency, bad debts,
working capital, quality of supply targets, etc.eTtargets shall be consistent with
the capital investment plan proposed by the license

proposals for other items such as externgupaters used for indexation (inflation,
etc);

other information: This shall include any etldetails considered appropriate by the
distribution licensee for consideration during deti@ation of tariff; and

the filings in addition to the control periatata, shall also contain the data for the
cost and revenue parameters for the last thres.year

Performance Review (APR) during theantrol period

The distribution licensee shall file an apgation for approval of wheeling tariff and
retail supply tariff for each year of the contr@ripd, not less than 120 days before
the commencement of the first year or subsequeatgfethe control period or such
other date as may be directed by the Commission.

The wheeling tariff shall be determined focleaear of the control period at the
beginning of the control period. The licensee spatipose energy based wheeling
tariff. The licensee shall also indicate the dmition losses voltagewise to provide
for adjustment of losses in the system.

The filings for wheeling tariff shall contaihe following: -

(a) the distribution system or network usagedast for each year of the control
period, consistent with the business plan;
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(4)

(5)

(6)

(7)

(b) proposals for computation of tariffs for vettiag of electricity for each of the
years of the control period, including the lossed the procedure thereof;

(c) proposals for non-tariff income, with itemse description and detalils;

(d) proposals in respect of income from otheiinesses like consultancy services,
convergence, training facilities, etc;

(e) proposed wheeling tariff (voltage-wise);

(  expected revenue from the proposed wheetargf, including additional
surcharge etc.

The filings for retail supply tariff shall ctain the following: -

(a) the licensee’s proposal for retail saleleticity for the consumerpertaining
to retail supply business, which shall include ggesales, tariffs for each
consumer category, slab-wise and voltage-wise. prbposed tariff may also
be based on energy charges, demand charges, mircimanges, etc alongwith
the tariff rationalization measures;

(b) proposal for power procurement quantum basgpdn energy sales and
distribution losses, cost of power purchase, trassion and load despatch
charges etc;

(c) proposals for non-tariff income with itemsegidescription and details;

(d) proposals in respect of income from othesithesses like consultancy services,
convergence, training facilities, etc;

(e) expected revenue from the proposed retaiplgutariff, and other matters
considered appropriate by the distribution licenseeluding incentive
schemes to consumers, cross-subsidy surcharge, etc.

Each tariff proposal submitted by the digitibn licensee shall —

(@) be supported with the principles of cossefvice model allocating the costs
of the licensed business to each category of coesibased on voltage-wise
costs and losses, and

(b) demonstrate that the tariffs are progresgiradlecting the cost of supply.

The licensee shall furnish to the Commissi@uch additional information,
particulars and documents as the Commission mayireeffom time to time after
such filing of revenue calculations and tariff pospls.

The licensee shall publish, for the inforroatiof the public, the contents of the
application in an abridged form in such mannerh@s@ommission may direct and
shall host the complete copy of the filing on itshsite and shall also provide copies
of the documents filed with the Commission to aeyspn at a price not exceeding
normal photocopying charges.
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38.

39.

40.

41.

Review during the control period

1)

(@)

The distribution licensee shall submit infation as part of annual review on actual
performance vis-a-vis performance targets appradvgdhe Commission at the
beginning of the control period.

The distribution licensee shall submit theised ARR and corresponding tariff
adjustments 120 days before the commencement dfritecial year. The revised
estimates shall be required because of trued-uts cmsaccount of uncontrollable
variations, profit sharing mechanism for exceedimg targets, and implementation
of performance framework for quality of supply taigy

Review at the end of the control period

1)

(2)

Towards the end of the control period, the @ussion shall review if the
implementation of the principles laid down in thesgulations has achieved their
intended objectives. While doing this, the Comnassshall take into account,
among other things, the industry structure, se@quirements, consumer and other
stakeholder expectations and the licensee’s rageinés at that point in time.
Depending on the requirements of the sector to riextobjects of the Act, the
Commission may revise the principles for the nexttol period.

The end of the control period shall be thgitneing of the next control period and

the licensee shall follow the same procedure, snhkesjuired otherwise by the

Commission. The Commission shall analyse the padorce of the licensee with

respect to the targets set out at the beginnirtgeotontrol period and based on the
actual performance, expected efficiency improvememd other factors prevalent,
determine the initial values for the next contretipd.

Disposal of Application

(2) The Commission shall process the filings magethe distribution licensee in
accordance with these regulations and the Condigtgsiness Regulations.
(2) Based on the distribution licensees’ filingbjections/suggestions from public and
other stakeholders, the Commission may, within #29s of the receipt of the
application, complete in all respects, and aftensatering all suggestions and
objections from public and other stakeholders, -
€) issue a tariff order with such modificatiarl/or such conditions, as may be
deemed just and appropriate, containing inter rgets for controllable
items and the approved ARR for the wheeling busirsesl the ARR for the
retail supply business alongwith the wheeling charand retail supply tariff
for each year of the control period; or

(b) reject the application for reasons to lm@rded in writing if such application
is not in accordance with the provisions of the Aatd the rules and
regulations made thereunder or the provisions gfaher law for the time
being in force.

Publication

The distribution licensee shall publish the tamfbproved by the Commission in the
newspapers, having circulation in the area of sypgd the Commission may direct. The
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publication shall, besides such other things asGbenmission may require, include a
general description of the tariff changes andffiscé on the classes of the consumers.

PART -V

SUBSIDY

42. Subsidy from the State Government

1)

(2)

3)

(4)

(5)

(6)

(7)

The State Government may, at any time asrisiders to be appropriate, propose
any subsidy to any class or classes of consumetkeintariff determined by the
Commission and upon receiving such proposal, thar@ission shall determine the
amount to be paid as subsidy and the terms anditmome of such payment
including the manner of payment of subsidy amolnytshe State Government to
the person affected by the decision of the subsidy.

While determining the tariff, the Commissisimall take into account any subsidies,
which the State Government had agreed to giveyakass or classes of consumers.

The tariff determined by the Commission shallpublished duly taking into account
such subsidy offered by the State Government af®late of the decision of the
Commission.

Notwithstanding anything contained in thesgulations, no direction of the State
Government shall be operative if the payment ismatle by the State Government
in accordance with the provisions of section 65the# act. In the event of such
directions being not operative the amount of subd@ be made by the State
Government shall be added in the tariff to be cbkdrppy the licensee to the
concerned class or classes of consumers.

The consequential orders which the Commissi@y issue to give effect to the

subsidy that the Sate Government may provide sioélbe construed as amendment
of tariff notified. The licensee shall, howeverygiappropriate adjustments in the
bills to be raised on the consumers for the subsichpunt in the manner the

Commission may direct.

The bills to the consumers shall distinctivdigplay the per unit cost of supply of
electricity to the class of consumer as determimethe Commission, the subsidy, if
any, given by the State Government applicable th silass of consumers and per
unit amount of such subsidy, the bill amount pagdb} the consumer and the cross
subsidization of the class of the consumer in #rdftmade applicable without
taking into account of subsidy from the Sate Goxemt.

The licensee shall be required to furnish deents to the satisfaction of the
Commission that the subsidy amount received by litensee from the State
Government is duly accounted for and utilized far purpose for which the subsidy
is given.

PART-VI

MISCELLANEQOUS

43. Transitory provisions: Notwithstanding anything to the contrary containgd these
regulations-
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(@) the tariff order issued by the Commissionth® control period ending on the
31st March, 2011 shall continue to operate; and
(b) the proceedings (including review petitiomr famendments, revocation,
variation or alteration of the said tariff ordefifcontinue to be filed and dealt
with as if the repealed regulations in respecthef $aid tariff determination
continue to be in-force, and the provisions of ¢heegulations shall not apply.
44. Issue of Orders and Practice Directions

(1) Subject to the provision of the Act and thesgulations, the Commission may, from
time to time, issue orders and practice directipmsscribe formats in regard to the
implementation of these regulations and procedorebe followed on various
matters, which the Commission has been empowerdtdsg regulations to direct,
and matters incidental or ancillary thereto.

(2) Notwithstanding anything contained in thesgulations, the Commission shall have
the authority, either suo motu or on a petitioredilby any interested or affected
person, to determine the tariff of any licensee.

45. Power to remove difficulties

In case of any difficulty in giving effect to arof the provisions of these regulations, the

Commission may, either suo motu or on an applioati@de to it, do or undertake to do

things, or by general or special order direct ibhensee to take suitable action, not being

inconsistent with the Act, which appears to the @ussion to be necessary or expedient
for the purpose of removing the difficulty.
46. Power of relaxation

47.

48.

49.

The Commission may, in public interest and fosoee to be recorded in writing, relax any
of the provisions of these regulations.

Interpretation

All issues arising in relation to the interpretatiof these regulations shall be determined by
the Commission and the decision of the Commissioauzh issues shall be final.

Saving of Inherent Powers of the Commission

Nothing contained in these regulations shall lionibtherwise affect the inherent powers of
the Commission from adopting a procedure, whicit igariance with any of the provisions
of these regulations, if the Commission, in viewtlté special circumstances of the matter
or class of matters and for reasons to be recomdedriting, deems it necessary or
expedient to depart from the procedure specifigtiése regulations.

Enquiry and Investigation

All enquiries, investigations and adjudicationglenthese regulations shall be done by the
Commission in accordance with the provisions of@eaduct of Business regulations.
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50. Repeal and Savings
(1) The Himachal Pradesh Electricity Regulatoryr@assion (Terms and Conditions

for Determination of Wheeling Tariff and Retail Sy Tariff) Regulations, 2007

are hereby repealed.

(2) Notwithstanding such repeal-

(@) anything done or any action taken or pugzbtio have been done or taken
under the repealed regulations shall, in so fat &snot inconsistent with the
provisions of these regulations, be deemed to ha@es done or taken under
the corresponding provisions of these regulations;

(b) the provisions concerning the tariff ordeade for the control period ending
on the 31st March, 2011 and the provisions for aohaf the proceedings
(including review petitions) for its revocationsariation or alternation as,
stood before such repeal, shall continue to bericef

By Order of the Commission,
Sd/-,
Secretary.
Appendix: Depreciation Schedule (see regulation 23)
Sl. Asset Class Useful Life Infinity Rate
No. (%)
1. | Land owned under full title Infinity 0
2. | Land held under lease
Period of lease or the period
(A) | For investment in land remaining unexpired on the O
assignment of the lease
Period of lease remaining
(B) | For cost of clearing site unexpired at the date of O
clearing the site
3. | Assets Purchased New
Buildings and civil engineering works of|a
(A) | permanent character, not mentioned above:
(i) | Offices & showrooms 50 1.80
(i) | Temporary erection such as wooden 5 18.00
structures
(i) | Roads other than kutcha roads 50 1.80
(iv) | Others 50 1.80
Transformers, transformer (kiosk)
(B) | substatio equipment & other fixed
apparatus(including plant foundations)
Transformers  (including  foundations?5 3.60
(i) | having a rating of 100 kilo volt amperes and

over
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Sl. Asset Class Useful Life Infinity Rate
No. (%)
(i) | Others 25 3.60
(C) | Switchgear, including cable connections 25 3.6
(D) | Lightning arrestors:
(i) | Station type 25 3.60
(i) | Pole type 15 6.00
(i) | Synchronous condenser 35 2.57
(E) | Batteries 5 18.00
(F) | Underground cable including joint boxes | 35 2.57
and disconnected boxes
(G) | Cable duct system 50 1.80
(H) | Overhead lines including supports:
() | Lines on fabricated steel operating at 35 2.57
nominal voltages higher than 66 kV
(i) | Lines on steel supports operating at nomin2b 3.60
voltages higher than 11 kV but not
exceeding 66 kV
(i) | Lines on steel or reinforced concret5 3.60
supports
(iv) | Lines on treated wood supports 25 3.60
(I) | Meters
Electro Mechanical 15 6.00
Electronic 10 9.00
(J) | Self propelled vehicles 5 18.0(
(K) | Air conditioning plants:
(i) | Static 15 6.00
(ii) | Portable 5 18.00
L)
(i) | Office furniture and fittings 15 6.00
(i) | Office equipments 15 6.00
(ii) | Internal wirings including fittings and15 6.00
apparatus
(iv) | Street Light fittings 15 6.00
(M) | Apparatus let on hire:
(i) | Other than motors 5 18.00
(i) | Motors 15 6.00
(N) | Communication equipment
(i) | Radio and higher frequency carrier systems 15 .006
(i) | Telephone lines and telephones 15 6.00
(O) | Assets purchased in second hand and assetsh reasonable period as the
not otherwise provided for in the schedule Commission determines in
each case having regard to the
nature, age and conditions [of
assets at the time of iis

acquisition by the owner
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HIMACHAL PRADESH ELECTRICITY REGULATORY COMMISSION SHIMLA

NOTIFICATION
Shimla, the 1st April, 2011

No. HPERC/Gen/479.—Whereas section 61 of the Electricity Act, 2003 (862003),
provides that the Appropriate Commission shall Bpethe terms and conditions for the
determination of tariff, and in doing so, shall geided by the principles and methodologies
specified by the Central Commission for determoratf tariff applicable to generating companies
and also by the National Tariff Policy formulatender the said Act;

And Whereas the Himachal Pradesh Electricity Reguy Commission has framed the
HPERC (Terms and Conditions for Determination otlyGeneration Tariff) Regulations, 2007;

And Whereas the Central Commission has subseguéred Central Electricity
Regulatory Commission (Terms and Conditions of fllafRegulations, 2009 specifying the
principles and methodologies to be followed foredetination of tariff applicable to generating
companies and various changes have also been m#ueNMNational Tariff Policy;

And Whereas the Himachal Pradesh Electricity Retgey Commission is making an
exercise to determine the tariff for generating panies for the next control period starting from
1st April, 2011 and keeping in view the changeblational Tariff Policy and the methodologies of
Central Commission, amongst others it has beconwessary to amend/modify the existing
regulations;

Now, therefore, in exercise of the powers confitbyg clauses (zd), (ze) and (zf) of sub-
section (2) of section 181 read with sections @lawd 86, of the of the Electricity Act, 2003 (36 o
2003) and all other powers enabling it in this bieaad after previous publication, the Himachal
Pradesh Electricity Regulatory Commission makesfofiewing regulations for determination of
generation tariff.—

REGULATIONS
PART-I
PRELIMINARY
1. Short title, extent and commencement
(1) These regulations shall be called the Himadhadesh Electricity Regulatory
Commission (Terms and Conditions for Determinatbidydro Generation Tariff)

Regulations, 2011.

(2) These regulations shall extend to the whola® State of Himachal Pradesh.

(3) These regulations shall come into force \itlect from 1st April, 2011.
2. Scope and application

(1) These regulations shall apply in all casesrehariff for a generating station or a
unit thereof is to be determined by the Commissinder section 62 of the Act, read
with section 86 thereof. .
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(@)

@)

(4)

Where a power purchase agreement has beemtedebetween the generating
company and the utility before existence of the @ussion, the Commission shall
determine such tariff in accordance with the teand conditions of such power
purchase agreement.

Where a power purchase agreement has beentedebetween the generating
company and the utility after existence of the Cassion and the power purchase
agreement has been approved by the CommissioiGdirenission shall determine
such tariff in accordance with the terms and caoowst of such approved power
purchase agreement.

Where tariff has been determined through spparent process of bidding in
accordance with the guidelines issued by the CeGaernment, the Commission
shall adopt such tariff in accordance with the Bimns of the Act.

Definitions:

In these regulations, unless the context otherreigeires, —

(1)
(@)

@)
(4)

(5)

(6)

(7)

(8)
9)

(10)

“Act” means the Electricity Act, 2003 (36 of 2003);

“additional capitalisation” means the capital expenditure incurred or projetied
be incurred, after the date of commercial operatibthe project and admitted by
the Commission after prudence check, subject tptbesions of regulation 13;

“Appendix” means the appendix to these regulations;

“applicant” means a generating company who has made an appfic for
determination of tariff or an application for anhuperformance review in
accordance with the Act and under these regulatams includes a generating
company whose tariff is the subject of a reviewthiyy Commission either suo motu
or on a petition filed by any interested or affecfgerson or as part of an annual
performance review;

“auxiliary energy consumptiori or “AUX” in relation to a period means the
quantum of energy consumed by auxiliary equipménh® generating station, and
transformer losses within the generating statioqpressed as a percentage of the
sum of gross energy generated at the generatointemof all the units of the
generating station;

“base yeal means the financial year immediately preceding filnst year of the
control period;

“beneficiary” in relation to a generating station means thesgerpurchasing
electricity generated at such a generating statibose tariff is determined under
these regulations;

“capital cost” means the capital cost as defined in regulation 11;

“Central Commission” means the Central Electricity Regulatory Commissasn
referred to in sub- section (1) of section 76 @f Act;

“change in law means occurrence of any of the following events:—
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(a) the enactment, bringing into effect, adaptigoromulgation, amendment,
modification or repeal of any law, or

(b) change in interpretation of any law by a petent court, Tribunal or Indian
Governmental Instrumentality which is the final laurity under law for such
interpretation, or

(c) change by any competent statutory authoiityany consent, approval or
licence available or obtained for the project;
(11) “Commissiorf means the Himachal Pradesh Electricity Regula@oynmission as
referred to in sub- section (1) of section 82 &f Act;

(12) “Conduct of Business Regulatioismeans the Conduct of Business Regulations
pecified by the Commission under sub-section (Igeation 92 of Act;

(13) “control period” means a multi-year period fixed, by the Commissiomm time to
time, for which the principles of determination r@venue requirement and tariff
will be laid down;

(14) “cut-off date” means 31st March of the year closing after two yedithe year of
commercial operation of the project, and in case phoject is declared under
commercial operation in the last quarter of a ydae, cut-off date shall be 31st
March of the year closing after three years ofytb@& of commercial operation;

(15) “date of commercial operation” or “COD” means in relation to a unit of hydro
generating station, the date declared by the ggéngreompany from 0000 hour of
which, after notice to the beneficiaries, schedulpmocess in accordance with the
Indian Electricity Grid Code and/or the Himachaa@esh Electricity Grid Code is
fully implemented, and in relation to the genergtstation as a whole, the date
declared by the generating company after demomsjrapeaking capability
corresponding to installed capacity of the genegastation through a successful
trial run, after notice to the beneficiaries.

Note-

1. In case the hydro generating station, wadhdage or storage, is not able
to demonstrate peaking capability correspondinipéoinstalled capacity
for the reasons of insufficient reservoir or porevel, the date of
commercial operation of the last unit of the getiegastation shall be
considered as the date of commercial operatiomefgenerating station
as a whole, provided that it will be mandatory $ach hydro generating
station to demonstrate peaking capability equivalenthe installed
capacity of the generating unit or the generattaga as and when such
reservoir /pond level is achieved.

2. In case of purely run-of-river hydro genargtstation if the unit or the
generating station is declared under commerciaradipa during lean
inflows period when the water is not sufficient farch demonstration, it
shall be mandatory for such hydro generating statay unit to
demonstrate peaking capability equivalent to tls¢alied capacity as and
when sufficient inflow is available.

(16) “day’ means the 24 hour period starting at 0000 hour;
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(17) “declared capacity” or “DC' in relation to a generating station means, the
capability to deliver ex-bus electricity in MW deactd by such generating station in
relation to any time-block of the day or whole bétday, duly taking into account
the availability of water, and subject to furtheuafification in the relevant
regulation;

(18) “design energy” means the quantum of energy which could be gerterata 90%
dependable year with 95% installed capacity ofydro generating station;

(19) “existing station” means a hydro generating station declared undemeoaoml
operation from a date prior to 01.04.2011;

(20) “existing project” means a project declared under commercial operdtem a
date prior to 01.04.2011;

(21) “financial year’ means a period commencing on 1st April of a cddenyear and
ending on 31st March of the subsequent calendar yea

(22) ‘infirm power” means electricity generated prior to commercipération of the
unit of a hydro generating station;

(23) ‘installed capacity’ or “IC” means the summation of the name plateacées of
all the units of the generating station or the cé#paof the generating station
(reckoned at the generator terminals) as approyetido Commission from time to
time;

(24) “new station” means a hydro generating station declared undermeoaml
operation on or after 01.04.2011;

(25) “Normative Annual Plant Availability Factor” or “NAP AF” in relation to a
generating station means the availability factorecdped in clause (a) of
subregulation (1) of regulation 23 for hydro getiegstation;

(26) “original project cost” means the capital expenditure incurred by the geimgr
company within the original scope of the projecttaghe cut-off date as admitted
by the Commission;

(27) “Plant Availability Factor (PAF)” in relation to a generating station for any period
means the average of the daily declared capa¢ib€s) for all the days during that
period expressed as a percentage of the instadlpdcity in MW reduced by the
normative auxiliary energy consumption;

(28) “project” means a hydro generating station and includesdhwlete hydro power
generating facility covering all components suchdas, intake, water conductor
system, power generating station and generating ohithe scheme as apportioned
to power generation;

(29) ‘run-of-river power station” means a hydro electric power generating station
which does not have upstream pondage;

(30) ‘“run-of-river power station with pondage’ means a hydro electric power
generating station with sufficient pondage for rregthe diurnal variation in power
demand,;
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(31) “scheduled energy” means the quantum of energy scheduled by the Stwtd
Despatch Centre to be injected into the grid bgm@egating station over a day;

(32) “scheduled generation”or “SG” at any time or for any period or time-blocleans
schedule of generation in MW or MWh ex-bus, given the concerned Load
Despatch Centre;

(33) “storage type power statiori means a hydro electric power generating station
associated with large storage capacity to enabimtian of generation of power
according to demand;

(34) “State” means the Stateof Himachal Pradesh;

(35) “unit” in relation to a hydro generating station mean$it@-generator and its
auxiliaries;

(36) “useful life” in relation to a unit of a hydro generating statstrall be 40 years from
the COD;

(37) “year” means a financial yeaand

(38) the words and expressions used in thesdateans and not defined herein but
defined in the Act shall have the meanings respelgtiassigned to them in the Act.

PART-II
GUIDING PRINCIPLES
General Approach:

(1) Tariff determined by the Commission and theections given in the tariff order
made by the Commission shall be quid pro quo anthafly inclusive. The tariff
determined shall, within the period specified hybé subject to the compliance of
the directions to the satisfaction of the Commissaad their non-compliance shall
lead to such amendment, revocation, variationsadtedations of the tariff, as may
be ordered by the Commission.

(2) The tariff order shall, unless amended ooked, continue to be in force for such
period as may be specified in the tariff ordertHa event of failure on the part of
the generating company to file the aggregate revamguirement (ARR) under
Part-V, the tariff determined by the Commission lislcease to operate, unless
allowed to be continued for a further period witkels variations or modifications, as
may be ordered by the Commission.

Multi Year Tariff (MYT) Framework

(1) The Commission shall adopt multi year tafifmework for determination of tariff
for each year of the control period.

(2) The multi year tariff framework shall be bdson the following: -
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)

(b)

(©)

Business plan(with plant-wise details) for the entire controkioel, which the
applicant shall submit to the Commission for appfpprior to the beginning
of the control period;

Forecast of expected tariff for sale of powewhich shall be submitted by the
generating company (plant-wise) for each year efdbntrol period, based on
reasonable assumptions of the underlying finarasidl operational parameters,
as submitted in the business plan;

Trajectory for specific parameters, stipulated by the Commission, where the
performance of the applicant is sought to be impdothrough incentives and
disincentives;

6. Determination of Baseline

(1) The baseline values (operating and cost petens) for the control period shall be
determined by the Commission, based on previougpyraved values, the latest
audited accounts, estimate of the actuals for ¢fevant year, prudence check and
other factors considered appropriate by the Comaniss

(2) The Commission shall normally not revisit therformance targets even if the
targets are fixed on the basis of un-audited adsoun

7. Capital Investment

Subject to the provisions of the Act, and the suéend policies made thereunder, the
Commission shall approve the capital investment @lha generating company for the
control period commensurate with generation capagibwth. The investment plan shall

also include a capitalisation schedule and finapgian for the planned investment.

Adjustment for the actual capital investment vigis-approved capital investment shall
be done at the end of the control period.

8. Performance Targets

(1) The Commission shall set targets for each géthe control period for the items or
parameters that are deemed to be “controllable’vamdh will include-

(@)

(b)

()

(d)

(€)

Normative Annual Plant Availability Factor;

Auxiliary energy consumption;

Operation and Maintenance Expenses whicliudies employee expenses,
repairs and maintenance expenses, administratidnganeral expenses and
other miscellaneous expenses viz. audit fees,,regsl fees etc;

Financing cost which includes cost of dabtuding working capital (interest),
cost of equity (return); and

Depreciation.

(2) The Commission will normally not revisit therformance targets, once determined
even if the targets are fixed on the basis of utitad accounts.
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9. True Up

(1) The true up across various controllable patens shall be conducted as per
principles stated below: -

(@) any surplus and deficit on account of O&Mpemnses shall be to the account of
the generating company and shall not be trued &RiR; and

(b) atthe end of the control period —

(i) the Commission shall review actual capit&lestment vis-a-vis approved
capital investment;

(i) depreciation and financing cost, which ludes cost of debt including
working capital (interest), cost of equity (retustjall be trued up on the
basis of actual/audited information and prudencesckh by the
Commission.

(2) Notwithstanding anything contained in thesgulations, the gains or losses in the
controllable items of ARR on accountfof ce majeure factors shall be passed on as
an additional charge or rebate in ARR over suclodexs may be laid down in the

order of the Commission.

10. Refund of excess amount

If a generating company recovers the charges dkugdhe tariff determined by the
Commission, the excess amount shall be refunddzkmeficiaries, who have paid such
excess charges, alongwith interest equal to theafaet Short Term Prime Lending Rate
of the State Bank of India, without prejudice toyawther liability incurred by such

licensee.

PART-III

PRINCIPLES FOR DETERMINATION OF HYDRO GENERATION TA RIFF

11. Capital cost of project
(1) Capital cost for a project shall include-

(a) the expenditure incurred or projected tarfmeirred, including interest during
construction and financing charges, any gain os los account of foreign
exchange risk variation during construction on kb&n - (i) being equal to
70% of the funds deployed, in the event of the @adguity in excess of 30%
of the funds deployed, by treating the excess ga@sgtnormative loan, or (ii)
being equal to the actual amount of loan in theneweé the actual equity less
than 30% of the funds deployed, - up to the dateoofimercial operation of
the project, as admitted by the Commission, afted@nce check;

(b) capitalised initial spares subject to thiéirog norms as per regulation 12;

(c) additional capital expenditure determinedenregulation 13:



78

RToT9, fedreel ueer, 2 o¥ie, 2011 /12 o=, 1933

12.

Provided that the assets forming part of thgegtp but not in use, shall be
taken out of the capital cost.

(2) The capital cost admitted by the Commissafter prudence check, shall form the

basis for determination of tariff:

Provided that in cases where benchmark norms havdeen specified, prudence
check may include scrutiny of the reasonablenesshef capital expenditure,

financing plan, interest during construction, useefficient technology, cost over-

run and time over-run, and such other matters gslbraaconsidered appropriate by
the Commission for determination of tariff:

Provided further that the Commission may issudeajines for vetting of capital cost
of hydro-electric projects by independent agencyexpert and in that event the
capital cost as vetted by such agency or expert alsy be considered by the
Commission while determining the tariff for the hgadyenerating station:

Provided further that the Commission may issuédajines for scrutiny and
approval of commissioning schedule of the hydreteie projects of a developer
(not being a State controlled or owned companyrassaged in the tariff policy:

Provided further that in case the site of a hygkeaerating station is awarded to a
developer (not being a State controlled or ownednpamny) by the State
Government, by following a two stage transparenvcess of bidding, any
expenditure incurred or committed to be incurredthg project developer for
getting the project site allotted shall not be uinigld in the capital cost:

Provided further that the capital cost in caseswfh hydro generating station shall
include -

(a) cost of approved rehabilitation and resettliat (R&R) plan of the project in
conformity with R&R Policy and R&R package as ap@d by the State
Government; and

(b) cost of the developer's 10% contribution #o8ls Rajiv Gandhi Grameen
Vidyutikaran Yojana (RGGVY) project in the affectatka:

Provided further that where the power purchaseeagent entered into between the
generating company and the beneficiaries providedding of actual expenditure,
the capital expenditure admitted by the Commissball take into consideration
such ceiling for determination of tariff:

Provided further that in case of the existingegets, the capital cost admitted by the
Commission prior to 01.04.2011 and the additiorsgdital expenditure projected to
be incurred for the respective years of the corgesiod, as may be admitted by the
Commission, shall form the basis for determinatbtariff.

Initial Spares

For hydro generating stations, initial spares Ishal capitalised as a percentage of the
original project cost, subject to the ceiling narfrl.5%:
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Provided that the Commission, may for sufficiessagons to be recorded in writing, after
exercising due diligence and applying prudency kheeviate from the above ceiling
norm.

13. Additional Capitalisation

(1) The capital expenditure incurred or projedtethe incurred, on the following counts
within the original scope of work, after the dafecommercial operation and up to
the cut-off date, may be admitted by the Commisssabject to prudence check,:-

(@) Undischarged liabilities;
(b) Works deferred for execution;

(c) Procurement of initial capital spares witttie original scope of work, subject
to the provisions of regulation 12;

(d) Liabilities to meet award of arbitrationfor compliance of the order or decree
of a court; and

(e) Change in law:

Provided that the details of works included iae triginal scope of work, along with
estimates of expenditure, undischarged liabiliteesd the works deferred for
execution, shall be submitted along with the ajapion for determination of tariff.

(2) The capital expenditure incurred on the follty counts after the cut off date may,
in its discretion, be admitted by the Commissiamjsct to prudence check,:-

(a) liabilities to meet award of arbitrationfor compliance of the order or decree
of a court;

(b) change in law;

(c) any expenditure which has become necessaaccount of damage caused by
natural calamities (but not due to flooding of poweuse attributable to the
negligence of the generating company) including ttugyeological reasons
after adjusting for proceeds from any insuranceesw) and expenditure
incurred due to any additional work which has beeomecessary for
successful and efficient plant operation:

Provided that in any expenditure on acquirirgrtinor items or the assets like
tools and tackles, furniture, air-conditioners,tage stabilizers, refrigerators,
coolers, fans, washing machines, heat convectoeiresses, carpets etc.
brought after the cut-off date shall not be consde for additional
capitalisation for determination of tariff w.e.f412011.

14. Renovation and Modernisation
(1) The generating company for meeting the expersd on renovation and

modernization for the purpose of extension of lieyond the useful life of the
generating station or a unit thereof shall makagplication before the Commission
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for approval of the proposal with a Detailed Projeeport giving complete scope,
justification, cost-benefit analysis, estimatece lgxtension from a reference date,
financial package, phasing of expenditure, schedtileompletion, reference price
level, estimated completion cost including foreignchange component, if any,
record of consultation with beneficiaries and attyeo information considered to be
relevant by the generating company.

(2) Where the generating company makes an apiplicéor approval of its proposal for
renovation and modernisation, the approval shaljla@ted after due consideration
of reasonableness of the cost estimates, finangiag, schedule of completion,
interest during construction, use of efficient tealogy, cost-benefit analysis, and
such other factors as may be considered relevattiteb ommission.

(3) Any expenditure incurred or projected to beurred and admitted by the
Commission after prudence check based on the d@ssmef renovation and
modernisation expenditure and life extension, after @educting the accumulated
depreciation already recovered from the originajqut cost, shall form the basis for
determination of tariff.

15. Sale of Infirm Power

Supply of infirm power shall be accounted as Uesltited Interchange (Ul) and paid for
from the regional or State Ul pool account at tpgli@able frequency-linked Ul rate:

Provided that any revenue earned by the generatingpany from sale of infirm power
shall be applied for reduction in capital cost.

16. Debt-Equity Ratio
(1) Existing Stations:

(a) For existing generating stations the amafdihban capital shall be equal to the
sum of the outstanding balance of all long terrm$ogaken to finance the
generating station, at the commencement of thendiaé year for which tariff
is to be determined, as reflected in the tariffeosdof the Commission.

(b) The equity capital shall be taken as spedifby the generating company,
subject to prudence check by the Commission.

(c) Any fresh infusion of capital in the exiglirgenerating stations shall be
considered only after prior approval by the Commoissand would have a
debt-equity ratio of 70:30.

(2) New Stations:

(@) For new stations, the normative debt-equittyo shall be considered to be
70:30 for determination of tariff.

(b) In case of a generating station where eqeiityployed is more than 30%, the
amount of equity for determination of tariff shak limited to 30% and the
balance amount shall be considered as the nornative



_ToT9, fRdmeel ueer, 2 o¥ie, 2011 /12 o4, 1933 81

®3)

(4)

(c) In case of a generating station where acqalty employed is less than 30%,
the actual debt and equity shall be considereddtermination of tariff:

Provided that the equity invested in foreignreaocy shall be designated in
Indian rupees on the date of each investment.

Renovation and Modernisation:

Any approved capital expenditure incurred on vexion, modernisation,
replacement or extension of life of existing getiagpassets shall be considered to
be financed at a normative debt-equity ratio o8@0in case the amount of equity is
less than 30%, the actual debt-equity ratio stetdnsidered.

The debt and equity amounts arrived at iroetance this regulation shall be used
for calculating interest on loan, return on equdglvance against depreciation and
foreign exchange rate variation.

17. Interest and Finance Charges

(1)

(@)

®3)

Interest and finance charges on loan caphall be computed on the outstanding
loans, duly taking into account the schedule ofayepent in accordance with the
terms and conditions of relevant agreements of,ldeond or non-convertible
debentures. Exception can be made for the existingast loans which may have
different terms as per the agreements already e@duthe Commission is satisfied
that the loan has been contracted for and appbeddentifiable and approved
projects.

The rate of interest shall be the weightedrage rate of interest calculated on the
basis of the actual loan portfolio at the beginnofgeach year applicable to the
project:

Provided that if there is no actual loan for ipalar year but normative loan is still
outstanding, the last available weighted averatgeahinterest shall be considered:

Provided further that if the generating statidogs not have actual loan, then the
weighted average rate of interest of the generatomgpany as a whole shall be
considered.

The interest rate on the amount of equitgxcess of 30% treated as notional loan
shall be the weighted average rate of the loarthefespective years and shall be
further limited to the rate of return on equity sified in these regulations:

Provided that all loans considered for this psgshall be identified with the assets
created:

Provided further that the interest and financearghs of re-negotiated loan
agreements shall not be considered, if they rasthitgher charges:

Provided further that the interest and financargls on works in progress shall be
excluded and shall be considered as part of theatapst:

Provided further that neither penal interest omgrdue interest shall be allowed for
computation of tariff.
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(4) In case any moratorium period is availednodmy loan, depreciation provided for in
the tariff during the years of moratorium shalltbeated, as notional repayment of
loan during those years and interest on loan degiitl be calculated accordingly.

(5) The generating station shall make every efforrefinance the loan as long as it
results in net benefit to the beneficiaries. Thet€@ssociated with such refinancing
shall be borne by the beneficiaries and any benafaccount of refinancing of loan
and interest on loan shall be passed on to thefibemes. Refinancing may also
include restructuring of debt.

(6) In respect of foreign currency loans, vaaatiin rupee liability due to foreign
exchange rate variation, towards interest paymewt laan repayment actually
incurred, in the relevant year shall be admissipleyided it directly arises out of
such foreign exchange rate variation and is natbatable to the generating
company or its suppliers or contractors.

18. Working Capital

The Commission shall calculate the working capigluirement for hydro electric power
stations containing the following components: -

(a) Operation & Maintenance (O&M) expenses fondnth;
(b) maintenance spares equivalent to 15% of O&bt#ied in regulations 22;
(c) receivables equivalent to two months of fixedt.

19. Interest on Working Capital

Rate of interest on working capital shall be omnmative basis and shall be equal to the
Short-Term Prime Lending Rate of the State Bankdia as on 1st April of the relevant
year. The interest on working capital shall be jpéy@n normative basis notwithstanding
that the generating station has not taken workaygtal loan from any outside agency or
has exceeded the working capital loan based ondhmative figures.

20. Depreciation

(1) The value base for the purpose of deprecialmll be the capital cost of the asset
admitted by the Commission.

(2) The salvage value of the asset shall be dersil as 10% and depreciation shall be
allowed up to maximum of 90% of the capital costhaf asset:

Provided that in case of hydro generating statidghe salvage value shall be as
provided in the agreement signed by the developélsthe State Government for
creation of the site:

Provided further that the capital cost of theets®sf the hydro generating station for
the purpose of computation of depreciable valudl sbarespond to the percentage
of sale of electricity under long-term power pushagreement at regulated tariff.

(3) Land other than the land held under leasetlamdand for reservoir in case of hydro
generating station shall not be a depreciable asgkits cost shall be excluded from
the capital cost while computing depreciable vallithe asset.
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(4)

(5)

(6)

(7)

Depreciation shall be calculated annuallyedasn Straight Line Method and at rates
specified in the Appendix to these regulations tloe assets of the generating
station:

Provided that, the remaining depreciable valuera81st March of the year closing
after a period of 12 years from date of commergadration shall be spread over the
balance useful life of the asset.

For generating station which are in operafmmless than 12 years, the difference
between the cumulative depreciation recovered #&edcumulative depreciation
arrived at by applying the depreciation rates djekti in this regulation
corresponding to 12 years, shall be spread ovepéhied up to 12 years, and the
remaining depreciable value as on 31st March ofy#ae closing after a period of
12 years from date of commercial operation shakgread over the balance useful
life of the asset.

For the project in operation for more thanykars, the balance depreciation to be
recovered shall be spread over the remaining uitdidf the asset.

Depreciation shall be chargeable from th&t frear of commercial operation. In case
of commercial operation of the asset for part of trear, depreciation shall be
charged orpro rata basis.

21. Return on Equity

(1)

(@)

®3)

Return on equity shall be computed on thetggletermined in accordance with
regulation 16 and on pre-tax basis at the baseofél®.5% to be grossed up as per
sub- regulation (3) of this regulation:

The rate of return on equity shall be comguig grossing up the base rate with the
normal tax rate for the year 2010-11 applicablethe concerned generating

company:

Provided that return on equity with respect te #ttual tax rate applicable to the
generating company in line with the provisions lod televant Finance Acts of the

respective year during the tariff period shall heetl up separately for each year of
the tariff period along with the tariff petitiondd for the next tariff period.

Rate of return on equity shall be rounded toffthree decimal points and be
computed as per the formula given below-

(@) Rate of pre-tax return on equity = Base f#let)

(b) Where t is the applicable tax rate in acaom® with sub-regulation (2) of this
regulation.

[llustration:-

(i) In case of the generating company payinghiMum Alternate Tax
(MAT) @ 19.93% including surcharge and cess:

Rate of return on equity = 15.50/ (1-0.1993)9-358%
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(i) In case of generating company paying ndrowporate tax @ 33.22%
including surcharge and cess:

Rate of return on equity = 15.50/ (1-0.33993=481%

22. Operation and Maintenance (O&M) Expenses

(1)

(@)

@)

(4)

(5)

(6)

(7)

Operation and Maintenance (O&M) expensed soahprise of the following:-

(a) salaries, wages, pension contribution ahdragmployee costs;

(b) administrative and general costs;

(c) repairs and maintenance; and

(d) other miscellaneous expenses including arste costs, statutory levies and
taxes (except corporate income tax).

Operation and maintenance expenses, for Xisirgy generating stations which

have been in operation for 3 years or more in thgebyear of 2010-11, shall be
derived on the basis of actual operation and maamee expenses for the years
2007-08 to 2009-10, based on the audited balaneetshexcluding abnormal

operation and maintenance expenses, if any, aftedepce check by the

Commission

The normalised operation and maintenance resgseafter prudence check, for the
years 2007-08 to 2009-10, shall be escalated @ 8182arrive at the normalized

operation and maintenance expenses at the 2008eEl@vel respectively and then

averaged to arrive at normalised average operatnth maintenance expenses for
the 2007-08 to 2009-10 at 2009-10 price level. &lnerage normalized operation

and maintenance expenses for year 2009-10 shald¢adated by 8.32% to arrive at
the normalized operation and maintenance of baase 3@10-11. The normalized

operation and maintenance expenses or the actuahtam and maintenance

expenses for the base year 2010-11, whichevewsrlsehall be escalated at the rate
of 8.32% to arrive at the operation and maintenaxpenses for year 2011-12.

The operation and maintenance expenses &wydlar 2011-12 shall be escalated
further at the rate of 8.32% per annum to arrivepatmissible operation and
maintenance expenses for the subsequent years obtitrol period.

In case of the hydro generating stations,ctvhinave not been in commercial
operation for a period of three years as on 1.42@peration and maintenance
expenses shall be fixed at 2% of the original mjeost (excluding cost of
rehabilitation and resettlement works) and shak&ealated at the rate of 8.32% per
annum from the subsequent year to arrive at operaimd maintenance expenses for
the base year 2010-11. The base operation and enamte expenses shall be
further escalated at the rate of 8.32% per annuarrige at permissible operation
and maintenance expenses for the respective yélae tdiriff period.

In case of the hydro generating stationsated under commercial operation on or
after 1.4.2011, operation and maintenance expesisal$ be fixed at 2% of the
original project cost (excluding cost of rehabtiba and resettlement works) and
shall be subject to annual escalation of 8.32%apaum for the subsequent years.

Of the O&M expenses so determined based erablove regulations, at least 30%
shall be spent towards repair and maintenanceit@esiv
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PART-IV

NORMS OF OPERATION

23. Operational Norms

(1) The norms of operation for hydro generatitagisns shall be as under-

(@)

(@ Normative Annual Plant Availability Factor (NAPAF) for hydro generating
stations shall be determined by the Commissioreashe following criteria:-

(i)

(ii)

(iii)

(iv)

storage and pondage type plants with headatron between Full
Reservoir Level (FRL) and Minimum Draw Down Lev®PDL) of up
to 8%, and where plant availability is not affecbgdsilt : 90%

storage and pondage type plants with headation between FRL and
MDDL of more than 8%, where plant availability istraffected by silt:
Plant-specific allowance to be provided in NAPAF feduction in MW
output capability as reservoir level falls over thenths. As a general
guideline the allowance on this account in terms ofiultiplying factor
may be worked out from the projection of annualrage of net head,
applying the formula:

(Average head / Rated head) + 0.02

Alternatively in case of a difficulty in malgnsuch projection, the
multiplying factor may be determined as:

(Head at MDDL/Rated head) x 0.5 + 0.52

pondage type plants where plant availi&pils significantly affected by
silt : 85%

run-of-river type plants: NAPAF to be detened plant-wise, based on
10-day design energy data, moderated by past experi where
available/relevant;

(b) Auxiliary Energy Consumption:

Surface hydro electric power | With rotating exciters mounted on

generating station the generator shaft 0.7%
With static excitation system 1%
Underground hydro electric | With rotating exciters mounted on | 0.9%
power generating station the generator shaft
With static excitation system 1.2%

Provided that the Commission, may for sufficiszdsons to be recorded in writing,
after exercising due diligence and applying prugtesiteck, deviate from the above
ceiling norm.

A further allowance may be made by the Corsiais in NAPAF determination
under special circumstances, e.g. abnormal siltblpno or other operating
conditions, and known plant limitations.
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@)

(4)

()

(6)

In case of a new hydro electric project trevedoper shall have the option of
approaching the Commission in advance for fixat@ihNAPAF based on the
principles enumerated in clause (a) of sub-regutafi) of this regulation.

The Commission may lay down relaxed operatigrorms including the norms of
NAPAF and auxiliary consumption contained in thesgulations for a generating
station, and these relaxed norms shall be appéctisl determination of tariff for
such generating station during the control period.

The norms of operation under these reguiatghall be ceiling norms and shall not
preclude generating companies and the beneficidreea agreeing to improve
norms of the operation. If the PPA stipulates betiems of operation then such
norms provided in the PPA shall be considered.

In case of renovation and modernisation, alayg or re-rating of the generating
station, norms of operation shall be reviewed andifired accordingly.

24. Computation of Tariff

The tariff for supply of electricity from a hydgenerating station shall comprise capacity
charge and energy charge to be derived in the maspexified in regulation 26, for
recovery of annual fixed cost (consisting of thenponents referred to in regulation 25)
through the two charges.

25. Annual Fixed Cost

The annual fixed cost (AFC) of a generating statghall consist of the following

components:-

(@) Return on equity;

(b) Interest on loan capital;

(c) Depreciation;

(d) Interest on working capital;

(e) Operation and maintenance expenses.

26. Computation of Capacity Charge and Energy Chge

(1) The fixed cost of a hydro generating statstrall be computed on annual basis,

based on norms specified under these regulationsyecovered on monthly basis
under capacity charge (inclusive of incentive) ameérgy charge, which shall be
payable by the beneficiaries in proportion to thedspective allocation in the
saleable capacity of the generating station, that isay, in the capacity excluding
the free power to the State:

Provided that during the period between the datmmmercial operation of the first
unit of the generating station and the date of cencral operation of the generating
station, the annual fixed cost shall provisionddey worked out based on the latest
estimate of the completion cost for the generattation, for the purpose of
determining the capacity charge and energy chaagment during such period.
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(@)

®3)

(4)

(5)

The capacity charge (inclusive of incentipayable to a hydro generating station
for a calendar month shall be -

AFC x 0.5 x NDM / NDY x (PAFM / NAPAF) (in Rups}
Where,
AFC = Annual fixed cost specified for the year Rupees.
NAPAF = Normative plant availability factor in pentage
NDM = Number of days in the month
NDY = Number of days in the year
PAFM = Plant availability factor achieved duritigg month, in percentage
The PAFM shall be computed in accordance tghfollowing formula:-

PAFM = 10000 x izx DCi f {N x IC x (100 - AUX)} %

Where,
AUX = Normative auxiliary energy consumption ierpentage
DCi = Declared capacity (in ex-bus MW) for thla day of the month which the
station can deliver for at least three (3) houss;extified by the State Load Dispatch
Centre after the day is over.
IC = Installed capacity (in MW) of the completengrating station
N = Number of days in the month.
The energy charge shall be payable by evenyeficiary for the total energy
scheduled to be supplied to the beneficiary, exxtyftee energy, if any, during the
calendar month, on ex power plant basis, at thepotaa energy charge rate. Total

Energy charge payable to the generating compang foonth shall be -

(Energy charge rate in Rs. /kWh) x {Scheduledrgndex-bus) for the month in
kWh} x (100 — FEHS) / 100.

Energy charge rate (ECR) in Rupees per kWiexepower plant basis, for a hydro
generating station, shall be determined up to tlie@mal places based on the
following formula, subject to the provisions of stdgulation (7):-

ECR = AFC x 0.5 x 10 / {DE x (100 — AUX) x (LOOREHS)}

Where,

DE = Annual design energy specified for the hydemerating station, in MWh,
subject to the provisions of sub- regulations (6)

FEHS = Free energy for State, in per cent, aseefin regulation 28.
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(6)

(7)

(8)

In case actual total energy generated bydndhgenerating station during a year is
less than the design energy for reasons beyondcodrol of the generating
company, the following treatment shall be appl@da rolling basis, :-

(@ in case the energy shortfall occurs withen tyears from the date of
commercial operation of a generating station, td&HEor the year following
the year of energy shortfall shall be computed thasethe formula specified
in sub-regulation (5) of this regulation with theodification that the DE for
the year shall be considered as equal to the aeheay generated during the
year of the shortfall, till the energy charge sfadirtof the previous year has
been made up, after which normal ECR shall be egiplé;

(b) in case the energy shortfall occurs aftarytears from the date of commercial
operation of a generating station, the followinglsbapply:-

(i) Suppose the specified annual design en@rgyhe station is DE MWh,
and the actual energy generated during the comteffirst) and the
following (second) financial years is A1 and A2 M\Wéspectively, Al
being less than DE. Then, the design energy todmsidered in the
formula in sub-regulation (5) of this regulatiorr falculating the ECR
for the third financial year shall be moderatedAs + A2 — DE) MWh,
subject to a maximum of DE MWh and a minimum of MWh;

(i) Actual energy generated (e.g. Al, A2) st arrived at by multiplying
the net metered energy sent out from the statiobOfy/ (100 — AUX).

In case the energy charge rate (ECR) fordzdigenerating station, as computed in
sub-regulation (5) of this regulation, exceeds sigiaise per kWh, and the actual
saleable energy in a year exceeds {DE x (100 — AMX)100 — FEHS) /10000}
MWh, the Energy charge for the energy in excesthefabove shall be billed at
eighty paise per kwh only:

Provided that in a year following a year in whictal energy generated was less
than the design energy for reasons beyond the alasitithe generating company,

the energy charge rate shall be reduced to eighisepper kWh after the energy
charge shortfall of the previous year has been made

The State Load Despatch Centre shall finghseschedules for the hydro generating
stations, in consultation with the beneficiariesy bptimal utilization of all the
energy declared to be available, which shall beedgled for all beneficiaries in
proportion to their respective allocations in tlemerating station.

27. Unscheduled Interchange (Ul) Charges

The generating station may be entitled to receivehall be required to bear, as the case
may be, the charges for deviations between energitait corresponding to scheduled
generation and actual energy sent-out shall beuated for through Unscheduled
Interchange (Ul) charges, as per the rate apprbydlde Appropriate Commission

28. Billing and payment of charges

Bills shall be raised for capacity charge and gnestharge on monthly basis by the
generating company in accordance with these ragaoigtand payments shall be made by
the beneficiaries directly to the generating conypan
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Note.-

FEHS = Free energy for State, in percent and 8eaibken at actual subject to maximum
of 13% in accordance with the National Hydro Policy

29. Late Payment Surcharge

In case the payment of any bill for charges pagaiblder these regulations is delayed by a
beneficiary beyond a period of 60 days from thes ddtbilling a late payment surcharge
at the rate of 1.25% per month shall be leviedngygenerating company.

30. Rebate

For payment of bills of the generating companyptigh a letter of credit on presentation,
a rebate of 2% shall be allowed. If the paymenh&le by any other mode but within a
period of one month of presentation of bills by generating company, a rebate of 1%
shall be allowed.

31. Scheduling

The methodology for scheduling and dispatch fog generating station shall be as
specified in the Himachal Pradesh Electricity GZiode as amended from time to time.

32. Demonstration of Declared Capacity:

(1) The generating company may be required toothstnate the declared capacity of its
generating station as and when asked by the State Despatch Centre (SLDC). In
the event of the generating company failing to destrate the declared capacity,
the capacity charges due to the generating comglaalybe reduced as a measure of
penalty, the quantum of which shall be determingthlke Commission.

(2) The quantum of penalty for the first mis-@eation for any duration or block in a
day shall be the charges corresponding to two fiagd charges. For the second
mis-declaration the penalty shall be equivaleritxted charges for four days and for
subsequent mis-declarations, the penalty shall béiptied in the geometrical
progression.

(3) The operating log books of the generatingastashall be available for review by the
State Load Despatch Centre (SLDC). These bookd kbep record of machine
operation and maintenance, reservoir level andixspilgate operation.

33. Metering and Accounting:

For metering and accounting, the provisions of Himachal Pradesh Electricity Grid
Code, as amended from time to time, shall be agpipléc

34. Safety Standards

The generating company shall develop a safety alaand follow procedures to maintain
minimum safety standards during construction, dp@raetc. in line with the provisions
of section 53 of the Act.
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PART-V

MULTI YEAR TARIFF FILING PROCEDURE

35. Multi-Year Filings for the control period

36.

(1) The multi year tariff filing shall be in suébrm and in such manner as may be laid
down by the Commission by an order and also ashgeprovisions of the Conduct
of Business Regulations.

()

(1)

The applicant shall also submit the multiryeiff filing in electronic format to the
Commission.

Beginning of the control period - business ah filings

The generating company shall file for the @ussion’s approval, on 1st April of

the year preceding the first year of the contraiqueor any other date, as may be
directed by the Commission, a business plan apdrbyets board of directors. The

business plan shall be for the entire control gkand shall, interalia, contain -

@)

(b)

(€)

(d)

()

(f)

Capital Investment Plan: This shall include details of the investments
planned by the generating company, alongwith therresponding
capitalisation schedule and financing plan. Thenpshall be commensurate
with capacity enhancement and proposed efficiemgyrovements for various
plants of the company;

Capital Structure: The generating company shall submit plant-wiseildetd
the capital structure and cost of financing (interen debt and return on
equity), after considering the existing market dgtads, terms of the existing
loan agreements, risks associated in generatiandsssand creditworthiness;

Operation and Maintenance (O&M) expensesThis shall include the costs
estimated for the base year, the actual expensesréd in the previous five
years and the projected values for each year ofdh&ol period based on the
proposed norms for O&M cost;

Depreciation: This shall include details of depreciation basedtlon useful
life of the asset and capitalisation schedulegé&mh year of the control period,;

Performance Targets: A set of targets proposed for other controllabénis
such as auxiliary consumption, NAPAF. The targéialisbe consistent with
the capital investment plan proposed by the geimgrabmpany;

Other Information: This shall include any other details considered
appropriate by the generating company for consimeraluring determination
of tariff.

37. Tariff Filing

The applicant shall file the application for apgabof generation tariff for each year of
the control period consistent with the busines#,pteot less than 120 days before the
commencement of the first year of the control peray such other date as may be
directed by the Commission.
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38. Review at the end of the control period

Towards the end of the control period, the Comimisshall review if the implementation
of the principles laid down in these regulations laghieved their intended objectives.
While doing this, the Commission shall take intccamt, among other things, the
industry structure, sector requirements, consumdrather stakeholder expectations and
the applicant’s requirements at that point in tidepending on the requirements of the
sector to meet the objects of the Act, the Commirssnay revise the principles for the

next control period.

39. Disposal of Application

(1) The Commission shall process the filings mégethe generating company in
accordance with these regulations and the Condigtigsiness Regulations.

(2) Based on the generating company’s filinggections/ suggestions from public and
other stakeholders, the Commission may, within #2Qs of the receipt of the
application, complete in all respects, and aftenswtering all suggestions and
objections from public and other stakeholders,-

(a) issue a tariff order with such modificaticarsd/or such conditions, as may be
deemed just and appropriate containing, intertalgets for controllable items
and the generation tariffs for each year of thercbiperiod; or

(b) reject the application for reasons to beréed in writing if such application is
not in accordance with the provisions of the Aad #ime rules and regulations
made thereunder or the provisions of any otherftavthe time being in force.

40. Periodic Reviews

(1) To ensure smooth implementation of the mydar tariff (MYT) framework, the
Commission may undertake periodic reviews of gdimmggacompany’s performance
during the control period, to address any practisglies, concerns or unexpected

outcomes that may arise.

(2) The Commission may also direct any modifmasi to the forecast of the generating
company for the remainder of the control periodhwietailed reasons for the same.

41. Publication

The generating company shall publish the tarifpraped by the Commission in the
newspapers, having circulation in the area of syps the Commission may direct. The
publication shall, besides such other things asGbemission may require, include a

general description of the tariff changes.

PART-VI
MISCELLANEQOUS

42. Sharing of Clean Development Mechanism (CDMjenefits

(1) The proceeds of carbon credit from approv&MQoroject shall be shared in the
following manner, namely-
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(@) 100% of the gross proceeds on account of GBIl retained by the project
developer in the first year (12 months) after thédf commercial operation
of the generating station;

(b) in the second year, the share of the benefs shall be 10% which shall be
progressively increased by 10% every year tileaaghes 50%, whereafter the
proceeds shall be shared in equal proportion, bygdnerating company and
the beneficiaries.

43. Tax on Income

In view of pre tax return on equity, tax on theame streams of the generating company
shall not be recovered from the beneficiaries: Riexv that the deferred tax liability,
excluding Fringe Benefit Tax, for the period up 3d&st March, 2011 whenever it
materialises, shall be recoverable directly frone theneficiaries and the long-term
customers.

44. Foreign Exchange Rate Variation

(1) The generating company may hedge foreign axgh exposure in respect of the
interest on foreign currency loan and repaymentooéign loan acquired for the
generating station in part or full in the discretiaf the generating company.

(2) Every generating company shall recover thet ob hedging of foreign exchange
rate variation corresponding to the normative fgmedlebt, in the relevant year on
year-to-year basis as expense in the period inlwihi@rises and extra rupee liability
corresponding to such foreign exchange rate vanathall not be allowed against
the hedged foreign debt.

(3) To the extent the generating company is fé¢ & hedge the foreign exchange
exposure, the extra rupee liability towards inteqggyment and loan repayment
corresponding to the normative foreign currencynlaa the relevant year shall
bepermissible provided it is not attributable te tgenerating company or its
suppliers or contractors.

(4) Every generating company shall recover th& od hedging and foreign exchange
rate variation on year-to-year basis as incomexpemse in the period in which it
arises.

45. Recovery of cost of hedging Foreign Exchangate Variation

Recovery of cost of hedging and foreign exchamge variation shall be made directly by
the generating company from the beneficiaries withmaking any application before the
Commission:

Provided that in case of any objections by theeberaries to the amounts claimed on
account of cost of hedging or foreign exchange vatgation, the generating company
makes an appropriate application before the Comamger its decision.

46. Transitory provisions: Notwithstanding anything to the contrary containadthese
regulations —
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(@) the tariff order issued by the Commissiontfa control period ending on the 31st
March, 2011 and shall continue to operate; and

(b) the proceedings (including review petitioa) &mendments, revocation, variation or
alteration of the said tariff order; shall continieebe filed and dealt with as if the
repealed regulations in respect of the said taldffermination continue to be in-
force, and the provisions of these regulationsl stwlapply.

47. Issue of Orders and Practice Directions

(1) Subject to the provision of the Act and thessgulations, the Commission may, from
time to time, issue orders and practice directipmsscribe formats in regard to the
implementation of these regulations and procedorebe followed on various
matters, which the Commission has been empowerdtdsg regulations to direct,
and matters incidental or ancillary thereto.

(2) Notwithstanding anything contained in thesgulations, the Commission shall have
the authority, either suo motu or on a petitioredilby any interested or affected

person, to determine the tariff of any applicant.

48. Power to remove difficulties

If any difficulty arises in giving effect to anyf the provisions of these regulations, the
Commission may, by a general or special orderppotg inconsistent with theprovisions

of these regulations or the Act, do or undertakeddothings or direct the generating

company to do or undertake such things which apjeelae necessary or expedient for the
purpose of removing the difficulties.

49. Power of relaxation

The Commission may, in public interest and forsoze to be recorded in writing, relax
any of the provisions of these regulations.

50. Interpretation

All issues arising in relation to the interpretatiof these regulations shall be determined
by the Commission and the decision of the Commissiosuch issues shall be final.

51. Saving of Inherent Powers of the Commission

Nothing contained in these regulations shall lioribtherwise affect the inherent powers
of the Commission from adopting a procedure, whscht variance with any of the provisions of
these regulations, if the Commission, in view a fipecial circumstances of the matter or class of
matters and for reasons to be recorded in writileggms it necessary or expedient to depart from
the procedure specified in these regulations.

52. Enquiry and Investigation

All enquiries, investigations and adjudicationglenthese regulations shall be done by
the Commission in accordance with the provisions tlié Conduct of Business

Regulations.
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53. Repeal and Savings
(1) The Himachal Pradesh Electricity Regulatoigntnission (Terms and Conditions
for Determination of Hydro Generation Tariff) Regtibns, 2007 are hereby
repealed.
(2) Notwithstanding such repeal-

(@) anything done or any action taken or pugzbtio have been done or taken
under the repealed regulations shall, in so fat &snot inconsistent with the
provisions of these regulations, be deemed to ha@es done or taken under
the corresponding provisions of these regulations;

(b) the provisions concerning the tariff ordeada for the control period ending
on the 31st March, 2011 and the provisions for cohaf the proceedings
(including review petitions) for its revocationsariation or alternation as,
stood before such repeal, shall continue to bericef

By Order of the Commission,
Sd/-
Secretary
Appendix : Depreciation Schedule (see regulationd2
No. Asset Particulars Depreciation Rate
(Salvage Value=10%)
A Land under full ownership 0.00%
B Land under lease
(a) For investment in land 3.34%
(b) For cost of clearing the site 3.34%
(c) Land for reservoir in case of hydro generastagion 3.34%
C Assets purchased new
(a) Plant and Machinery in generating stations
0] Hydro-electric 5.28%
(b) Hydraulic works forming part of hydro-electrisystem
including:
0] Dams, spillways weirs, canals, reinforced ceterflumes & | 5.28%
siphons
Reinforced concrete pipelines and surge tanksl, giggelines, | 5.28%
(i) sluice gates, steel surge (tanks) hydraulic contbMes and
other hydraulic works
D Buildings and civil engineering works of a perraah
character, not mentioned above:
0] Offices & showrooms 3.34%
(ii) Containing hydro-electric generating plant 38%
(i) Temporary erection such as wooden structures 100.00%
(iv) Roads other than kutcha roads 3.34%
(V) Others 3.34%
E Transformers, transformer (kiosk) sub-stationgaent &

other fixed apparatus (including plant foundations)

(i)

Transformers (including foundations) having aimg of 100| 5.28%
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kilo volt amperes and over

(ii) Others 5.28%

F Switchgear, including cable connections 5.28%

G Lightning arrestors: 5.28%

(1) Station type 5.28%

(ii) Pole type 5.28%

(i) Synchronous condenser 5.28%

H Batteries 5.28%

0] Underground cable including joint boxes andcdisnected 5.28%
boxes

(ii) Cable duct system 5.28%

I Overhead lines including supports:

0] Lines on fabricated steel operating at nomir@tages higher | 5.28%
than 66 kV

(i) Lines on steel supports operating at nomira@tages higher | 5.28%
than 13.2 kV but not exceeding 66 kV

(i) Lines on steel or reinforced concrete support 5.28%
(iv) Lines on treated wood supports 5.28%
J Meters 5.28%

K Self propelled vehicles 9.50%

L Air conditioning plants:

0] Static 5.28%

(i) Portable 9.50%
M(i) | Office furniture and fittings 6.33%
(i) Office equipments 6.33%
(i) Internal wirings including fittings and appsus 6.33%
(iv) Street Light fittings 5.28%

N Apparatus let on hire:

0] Other than motors 9.50%

(i) Motors 6.33%

O Communication equipment

(1) Radio and higher frequency carrier systems 3%3
(i) Telephone lines and telephones 6.33%
P I.T Equipment 15.00%
Q Any other assets not covered above 5.28%

HIMACHAL PRADESH ELECTRICITY REGULATORY COMMISSION
SHIMLA

NOTIFICATION

Shimla, the T April 2011

No. HPERC/Trans/479. -Whereas section 61 of the Electricity Act, 2003 (8&2003), provides
that the Appropriate Commission shall specify thienis and conditions for the determination of
tariff, and in doing so, shall be guided by thenpiples and methodologies specified by the Central
Commission for determination of tariff applicable transmission licensees and also by the
National Tariff Policy formulated under the saidtAc

And Whereas the Himachal Pradesh Electricity Retgey Commission has framed the
HPERC (Terms and Conditions for Determination adnemission Tariff) Regulations, 2007;
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And Whereas the Central Commission has subseguématined the Central Electricity
Regulatory Commission (Terms and Conditions of fljafRegulations, 2009, specifying the
principles and methodologies to be followed foredetination of tariff applicable to transmission
systems of the licensee(s) and various changesdisoydeen made in the National Tariff Policy;

And Whereas the Himachal Pradesh Electricity Ratguny Commission is making an
exercise to determine the tariff for transmissigstem of the licensees for the next control period
starting from 1st April, 2011 and keeping in vidwe tNational Tariff Policy and methodologies of
the Central Commission, amongst others, it hasrhecoecessary to amend/ modify the existing
regulations;

Now, therefore, in exercise of the powers confetog clauses (zd), (ze) and (zf) of sub-
section (2) of section 181, read with sections@2land 86, of the of the Electricity Act, 2003 (36
of 2003) and all other powers enabling it in thehalf and after previous publication, the Himachal
Pradesh Electricity Regulatory Commission makesféfiewing regulations for determination of
transmission tariff:-

REGULATIONS
PART-I
PRELIMINARY
1. Short title, extent and commencement

(1) These regulations shall be called the HimhcReadesh Electricity Regulatory
Commission (Terms and Conditions for Determinatioh Transmission Tariff)
Regulations, 2011.

(2) These regulations shall extend to the whola® State of Himachal Pradesh

(3) These regulations shall come into force witlect from 1st April, 2011.

2. Scope and application

(1) These regulations shall be applicable where ¢hpital cost based tariff for the
transmission system is determined by the Commissnuler section 62 of the Act, read
with section 86 thereof.

(2) Where tariff has been determined throughsparent process of bidding in accordance
with the guidelines issued by the Central Goverrirtbie Commission shall adopt such
tariff in accordance with the provisions of the Act

3.  Definitions:

In these regulations, unless the context otherregaires;

(1) “Act” means the Electricity Act, 2003 (36 of 2003);

(2) “additional capitalisation” means the capital expenditure incurred or projettebe

incurred, after the date of commercial operationthe project and admitted by the
Commission after prudence check, subject to pronsspf regulation 16;
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@)

(4)

(5)

(@)

(b)

(6)
(7)

(8)

(9)

“aggregate revenue requiremeritor “ARR” means the costs pertaining to the lioeths
business which are permitted, in accordance widsdhregulations, to be recovered
from the tariffs and charges determined by the Cmsion;

“allotted transmission capacity” means and includes the power transfer in MW
between the specified point(s) of injection andhpsi of drawal allowed to a long-term
customer on the intra-State transmission systenerutite normal circumstances and
allotted transmission capacity to a long-term traission customer shall be sum of the
generating capacities allocated to the long-teangmission customer from the State
generating stations and inter-State generatingpataind the expression "allotment of
capacity” shall be construed accordingly;

“allocation statement means for each financial year, a statement ipeesof each of
the businesses (transmission and SLDC busineghedicensee, showing the amounts
of any revenue, cost, asset, liability, reservprowrision etc, which has been either-

determined by apportionment or allocationneen different businesses of the licensee
including the licensed business, together with a&cdption of the basis of the
apportionment or allocation, or

charged from or to each such other businegsther with a description of the basis of
that charge;

“Appendix” means the appendix to these regulations;

“applicant” means a transmission licensee who has made aticatpm for
determination of transmission charge in accordavitie these regulations and includes
a transmission licensee whose tariff is the sulgéatreview by the Commission;

“availability ” in relation to a transmission system for a giyEmiod means the time in
hours during that period in which the transmissgystem is capable to transmit
electricity at its rated voltage and shall be egpeel in percentage of total hours in the
given period;

“base yeal means the financial year immediately precedingtfyear of the control
period and used for the purposes of these regoigtio

(10) ‘beneficiary’ means a long term transmission customer;

(11) “capital cost” means the capital cost as defined in regulation 14;

(12) “Central Commission” means the Central Electricity Regulatory Commissiaa

referred to in sub- section (1) of section 76 &f Act;

(13) “change in law means occurrence of any of the following events-:

(&) the enactment, bringing into effect, adaptiopromulgation, amendment,
modification or repeal of any law, or

(b) change in interpretation of any law by a petent court, Tribunal or Indian
Governmental Instrumentality which is the final lawity under law for such
interpretation, or
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(c) change by any competent statutory authoimtygny consent, approval or licence
available or obtained for the project;

(14) “Commissiori means the Himachal Pradesh Electricity RegulatGommission, as
referred to in sub- section (1) of section 82 &f Act;

(15) “Conduct of Business Regulatiois means the Conduct of Business Regulations
specified by the Commission under sub-section {¥gotion 92 of Act;

(16) “control period” means a multi-year period fixed, by the Commissitom time to
time, for which the principles of determinationref’enue requirement and tariff will be
laid down;

(17) “cut-off date” means 31st March of the year closing after two yedrthe year of
commercial operation of the project, and in case fhoject is declared under
commercial operation in the last quarter of a y#a,cut-off date shall be 31st March
of the year closing after three years of the yé@ommercial operation;

(18) “date of commercial operatioi or “COD” means the date declared by the
transmission licensee from 0000 hour of which amelnt of the transmission system is
in regular service after successful charging aiadl @peration:

Provided that the date shall be the first dag oalendar month and transmission charge
for the element shall be payable and its availgbghall be accounted for, from that
date:

Provided further that in case an element of thesmission system is ready for regular
service but is prevented from providing such serdar reasons not attributable to the
transmission licensee, its suppliers or contractbes Commission may approve the date
of commercial operation prior to the element comirtg regular service;

(19) “day’ means the 24 hour period starting at 0000 hour;

(20) “distribution licenseé’ means a licensee authorised to operate and nmairga
distribution system for supplying electricity teethonsumers in his area of supply;

(21) “existing project” means a project declared under commercial operétoon a date
prior to 01.04.2011;

(22) “financial year” means a period commencing on 1st April of a cdéenyear and
ending on 31st March of the subsequent calendar yea

(23) ‘intra-State transmission systerft means any system for conveyance of electricity by
transmission lines within the area of the State iactides all transmission lines, sub-
stations and associated equipment of the transmisisensees in the State:

Provided that the definition of point of sepavatibbetween a transmission system and
distribution system and between a generating statitd transmission system shall be
guided by the provisions of the Regulations nadifiyy the Authority under clause (b) of
section 73 of the Act;

(24) *“licence€ means a licence granted by the Commission uretgion 14 of the Act;
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(25) “icensed businessmeans the functions and activities, which thedisee is required to
undertake in terms of the licence granted by then@ssion or being a deemed licensee
under the Act;

(26) “icenseé means a person who has been granted a licencshadidinclude a deemed
licensee;

(27) “long term transmission customer” means a person availing or intending to avail
access to the intra-State transmission system fmriad of twelve years or more and
less than twenty five years;

(28) “medium term transmission customer” means a person availing or intending to avail
access to the intra-state transmission system fmri@ad of three months or more and
less than three years;

(29) “non-tariff income” means income relating to the licensed business ditlae from
tariff (intra-State transmission of electricity)nda excluding any income from other
business;

(30) ‘original project cost” means the capital expenditure incurred by the tn&son
licensee within the original scope of the projegtta the cut-off date as admitted by the
Commission;

(31) “other business” means any business of the transmission licenseer ¢kfan the
licensed business;

(32) “project” means the transmission system;

(33) “rated voltage” means the voltage at which the transmission syssedesigned to
operate or such lower voltage at which the linecharged, for the time being, in
consultation with long-term transmission customers;

(34) “short term transmission customer” means a person availing or intending to avail
access to the intra-State transmission systemeriad up to 1 month;

(35) “State” means the State of Himachal Pradesh;

(36) “transmission business” means the authorised business of a transmissienske to
transmit electricity, whether for its own accountfar that of any other person, through
any system owned and/ or operated by such licensee;

(37) “transmission licensee” means the entity, which has been granted a trasgmis
licence or is a deemed licensee under the firsprag third or fifth provisos to section
14 of the Act;

(38) “transmission service agreement” means and includes the agreement, contract,
memorandum of understanding, or any such othernaos, entered into between the
transmission licensee and the beneficiaries;

(39) “transmission system” means the system consisting mainly of extra higtliage
electric lines having design voltage of above 33, kWwned or controlled by the
transmission licensee, and used for the purposethefconveyance of electricity
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between the switchyards of two generating setsan the switchyard of a generating
set to a sub-station, or between substations, or foom any external interconnection
and includes all bays/equipment upto the intercotioie with the distribution system,
and any plant, apparatus and meters owned or nseshnection with the transmission
of electricity, but shall not include any part ofligtribution system;

(40) “user” means the distribution licensee or open acces®mest as the case may be,
who uses the intra—State transmission network Her gurpose of selling/procuring
electricity;

(41) ‘useful life’ in relation to a unit of a transmission system frili COD shall mean the
following, namely:-

(a) AC and DC sub-station - 25 years
(b) Transmission line - 35 years;
(42) “year” means a financial yeaand

(43) the words and expressions used in thesdatégus and not defined herein but defined
in the Act shall have the meanings respectiveligass to them in the Act.

PART-II
GUIDING PRINCIPLES

General Approach

(1) In accordance with the principles laid dowrthese regulations, the Commission shall
determine the aggregate revenue requirement (ARRhé transmission business.

(2) Tariff determined by the Commission and tiveaions given in the tariff order made
by the Commission shall be quid pro quo and muwuattiusive. The tariff determined
shall, within the period specified by it, be subjecthe compliance of the directions to
the satisfaction of the Commission and their nomglance shall lead to such
amendment, revocation, variation and alteratiotheftariff, as may be ordered by the
Commission.

(3) The tariff order shall, unless amended oroked, continue to be in force for such
period as may be specified in the tariff ordertda event of failure on the part of the
licensee to file the aggregate revenue requiret@®RR) under Part-IV and V, the tariff
determined by the Commission shall cease to opewatess allowed to be continued
for a further period with such variations, or mactfions, as may be ordered by the
Commission.

Multi Year Tariff (MYT) Framework
(1) The Commission shall adopt multi year tafifimework for approval of ARR and
expected revenue from tariffs and charges. The AR®tariffs will be determined for

the control period.

(2) The multi year tariff framework shall be bdsmn the following: -
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(a) Business planof the transmission licensee for the entire corpeyiod to be submitted

to the Commission for approval, prior to the begugrof the control period;

(b) Trajectory for specific parameters shall be stipulated by the Commission, where the

performance of the applicant is sought to be imedovthrough incentives and
disincentives.

Determination of Baseline

The baseline values (operating and cost parag)efier the base year of the control
period shall be determined by the Commission arall $fe based on the approved
values by the Commission, the latest audited adsp@stimate of the actuals for the
relevant year, prudence check and other factorssidered appropriate by the
Commission. The Commission may re-determine thelimesvalues for the base year
based upon the actual audited accounts of the\ease

Capital Investment Plan

(1) The Commission shall approve the system autgtien plan submitted by the

(@)

@)

(4)

transmission licensee, based on the load growttést during the control period. The
same would be considered for computation of ARReneim the amount of electricity
transmitted by the transmission system shall bgepted considering the estimated
growth plan of transmission customer and any ptdnmsew transmission system, based
on network expansion plans within the State.

Capital investment plan submitted by thersm®e shall also provide details of ongoing
projects that will spill into the control period cdimew projects that will commence
during the control period but may extend beyondcirol period.

The capital investment plan shall be in comity with the plans made by the
CEA/CTU/STU. The investment plan shall be schemsewand each scheme shall
include-

(&) purpose of investment (i.e. replacementxidtimg assets, meeting load growth,
technical loss reduction, meeting reactive enegguirements, improvement in
quality and reliability of supply, etc) ;

(b) Capital Structure;

(c) Capitalisation Schedule;

(d) Financing Plan;

(e) Cost-benefit analysis;

(H Improvement in operational efficiency engsa in the control period.

The Commission shall review the actual camigpenditure incurred and capitalisation

at the end of each year of the control period wésahe approved capital expenditure

and capitalisation schedule. In the normal coutse,Commission shall not revisit the

approved capital investment plan (capital expeméditand capitalisation schedule)
during the control period and adjustment to depitemn, interest on capital loan and
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return on equity for the actual capital expendituneurred and capitalisation vis-a-vis
approved capital investment plan (capital expemndiand capitalisation) shall be done
at the end of control period.

(5) In case the capital expenditure is required gmergency work which has not been
approved in the Capital Investment Plan, the lieenshall submit an application
(containing all relevant information along with seas justifying emergency nature of
the proposed work seeking approval by the Commisdibe licensee shall take up the
work prior to the approval of the Commission pr@ddhat the emergency nature of the
scheme has been certified by its board of directors

8. Renovation and Modernisation

(1) The transmission licensee for meeting theeagiure on renovation and modernization
for the purpose of extension of life beyond thefuiskfe of the transmission system,
shall make an application before the Commissionafgproval of the proposal with a
detailed project report giving complete scope, ifigstion, cost-benefit analysis,
estimated life extension from a reference dateaniml package, phasing of
expenditure, schedule of completion, referenceepléwel, estimated completion cost
including foreign exchange component, if any, cohs# beneficiaries and any other
information considered to be relevant by the trassion licensee.

(2) Where the transmission licensee makes ancapph for approval of renovation and
modernisation proposal, the approval shall be grhrdfter due consideration of
reasonableness of the cost estimates, financing pkEhedule of completion, interest
during construction, use of efficient technologgstbenefit analysis, and such other
factors as may be considered relevant by the Cosionis

(3) Any expenditure incurred or projected to heurred as admitted by the Commission
after prudent check based on the estimates of edloovand modernisation expenditure
and life extension, and after writing off the ongl amount of the replaced assets and
deducting the accumulated depreciation includingaade against depreciation already
recovered from the original project cost, shalhidhe basis for determination of tariff.

9. Controllable Parameters

The Commission will set targets for the itemsparameters that are deemed to be
“controllable” and which will include -
(&) Availability of the transmission system;

(b) Operation and Maintenance Expenses whicludies employee expenses, repairs
and maintenance expenses, administration and deee&menses and other
miscellaneous expenses viz. audit fees, rents, lega etc;

(c) Financing cost which includes cost of deftluding working capital (interest),
cost of equity (return);

(d) Depreciation.
10. True Up

(1) The true up across various controllable patans shall be conducted as per principles
stated below:
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(@) any surplus and deficit on account of O&Mvemxses shall be to the account of the
transmission licensee and shall not be trued WRR; and

(b) atthe end of the control period —

(i) the Commission shall review actual capitalestment vis-a-vis approved
capital investment;

(i) depreciation and financing cost, which lies cost of debt including
working capital (interest), cost of equity (returshall be trued up on the
basis of actual/audited information and pruden@zklby the Commission.

(2) Notwithstanding anything contained in thesgulations, the gains or losses in the
controllable items of ARR on account fof ce majeure factors shall be passed on as an
additional charge or rebate in ARR over such pea®dhay be laid down in the order of

the Commission.

11. Operational Norms

Normative Annual Transmission System Availability Factor (NATAF): The target
availability for recovery of full transmission clygs during the control period shall be as

under: -

(@) the alternating current (AC) System: 98%

(b) the high voltage direct current (HVDC) bilpdinks: 92%

(c) the high voltage direct current (HVDC) baokback stations: 95%.
PART-III

PRINCIPLES FOR DETERMINATION OF AGGREGATE REVENUE
REQUIREMENT (ARR)

12. ARR for Transmission Licensee

(1) Tariff in respect of the transmission systeray be determined for the whole of the
transmission system or for the individual transimisdine / sub-station.

(2) The aggregate revenue requirement for thestnéssion business for each year of the
control period shall contain the following items: -

(@) Operation and Maintenance expenses;

(b) financing cost which includes cost of detaiuding working capital (interest),
cost of equity (return);

(c) depreciation;
(d) income tax;

(e) non-tariff income ; and
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Less:

(i) income from other business.

13. Operation and Maintenance (O&M) Expenses

(1) Operation and Maintenance (O&M) expensed sbahprise of the following:-

(@)

@)

(@) salaries, wages, pension contribution ahdreemployee costs;
(b) administrative and general expenses innpdisurance charges if any;
(c) repairs and maintenance expenses;

(d) other miscellaneous expenses, statutoriedeand taxes (except corporate
income tax).

The transmission licensee shall submit theMO&penses for the control period as laid
down in the multi year tariff filing procedure. TIa&M expenses for the base year will

be approved by the Commission taking into accouln& latest available audited

accounts, business plan filed by the transmisstansee, estimates of the actuals for
the base year, prudence check and any other factorsidered appropriate by the
Commission.

The O&M expenses for the nth year of the aargeriod shall be approved based on the
formula given below:-

O&Mn = R&Mn + EMPn + A&Gn
Where -

EMPnN = (EMPn-1)* (1+Gn) * (CPlinflation)
A&Gn = (A&Gn-1)*(WPlinflation)

‘K’ is a constant (could be expressed in %). abf K for each year of the control
period shall be determined by the Commission in M¥T Tariff order based on
licensee’s filing, benchmarking of repair and manance expenses, approved repair
and maintenance expenses vis-a-vis GFA approvatldboommission in past and any
other factor considered appropriate by the Commissi

CPlation — is the average increase in the Consumer PraexI(CPI) for immediately
preceding three years before the base year;

WPInsation — iS the average increase in the Wholesale Pnidexl (CPI) for immediately
preceding three years before the base year;

EMP,— employee’s cost of the transmission license¢femth year;

A&G,— administrative and general costs of the transandgensee for the nth year;
R&M,, — repair and maintenance costs of the transmidismsee for the nth year;

GFA.1 — Gross Fixed Asset of the transmission licenee¢he n-1th year;
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Gn is a growth factor for the nth year. Value @h shall be determined by the
Commission in the MYT tariff order for meeting thdditional manpower requirement
based on licensee’s filings, benchmarking, appracsd by the Commission in past and
any other factor that the Commission feels appaberi

Provided that repair and maintenance expensesndeed shall be utilized towards
repair and maintenance works only.

14. Capital cost of the project

(1)

(@)

The capital cost for a project shall include-

(a) the expenditure incurred or projected toit@urred, including interest during
construction and financing charges, any gain os loa account of foreign
exchange risk variation during construction onlten - (i) being equal to 70% of
the funds deployed, in the event of the actualtggoiexcess of 30% of the funds
deployed, by treating the excess equity as normdabian, or (ii) being equal to the
actual amount of loan in the event of the actualitgdess than 30% of the funds
deployed, - up to the date of commercial operatibthe project, as admitted by
the Commission, after prudence check;

(b) capitalised initial spares subject to thiéirmg norms as per regulation 15;
(c) additional capital expenditure determineder regulation 16:

Provided that the assets forming part of theegtpbut not in use, shall be taken
out of the capital cost.

The capital cost admitted by the Commissadter prudence check, shall form the basis
for determination of tariff:

Provided that the prudence check of capital enay be carried out based on the
benchmark norms to be specified by the Commissimm time to time:

Provided further that in cases where benchmarkmaohave not been specified,
prudence check may include scrutiny of the readenabs of the capital expenditure,
financing plan, interest during construction, useefficient technology, cost over-run
and time over-run, and such other matters as magobeidered appropriate by the
Commission for determination of tariff:

Provided further that where the implementatioreagient and the transmission service
agreement entered into between the transmissiendee and the longterm transmission
customer provides for ceiling of actual expenditthe capital expenditure admitted by
the Commission shall take into consideration swling for determination of tariff:

Provided further that in case of the existingjgets, the capital cost admitted by the
Commission prior to 01.04.2011 and the additioragdital expenditure projected to be
incurred for the respective years of the contraliqae as may be admitted by the
Commission, shall form the basis for determinatbtariff.

15. Initial Spares

Initial spares shall be capitalised as a percentafgthe original project cost, subject to
following ceiling norms:-
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(@)
(b)
()

transmission line - 0.75%
transmission Sub-station - 2.5%

Series Compensation devices and HVDC Stat®&b%

16. Additional Capitalisation

(1) The capital expenditure incurred or projectecbe incurred, on the following counts
within the original scope of work, after the datecommercial operation and up to the
cut-off date may be admitted by the Commissionjesiitio prudence check-

(@)

(@)
(b)
()

(d)

(€)

undischarged liabilities;
works deferred for execution;

procurement of initial capital spares witlive original scope of work, subject to
the provisions of regulation 15;

liabilities to meet award of arbitrationfor compliance of the order or decree of a
court; and

change in law:

Provided that the details of works included ie triginal scope of work, along with
estimates of expenditure, undischarged liabiliied the works deferred for execution,
shall be submitted along with the application fetemination of tariff.

The capital expenditure incurred on the folltg counts after the cut off date may, in
its discretion, be admitted by the Commission, scidjo prudence check:-

)

(b)
()

liabilities to meet award of arbitrationfor compliance of the order or decree of a
court;

change in law;

in case of transmission system any additierpenditure on items such as relays,
control and instrumentation, computer system, pdimer carrier communication,
DC batteries, replacement of switchyard equipmet t increase of fault level,
emergency restoration system, insulators cleamifrgstructure, replacement of
damaged equipment not covered by insurance andtgy expenditure which
has become necessary for successful and efficipatabon of transmission
system:

Provided that any expenditure on acquiring theomitems or the assets like tools
and tackles, furniture, air-conditioners, voltagabgizers, refrigerators, coolers,
fans, washing machines, heat convectors, mattressgrets etc. brought after the
cut-off date shall not be considered for additiocegbitalisation for determination
of tariff w.e.f. 1.4.2011.

17. Asset Base

(1) The Commission shall determine the asset fuassach year of the control period at the
beginning of the control period, which shall be -
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18.

19.

Sum of-

(&) The asset base of the base year as detertmnthe Commission considering the
most recent audited accounts, estimates of aatuaisg the base year checked for
prudence and any other factors considered apptefdrnjathe Commission, and

(b) Proposed capitalisation during the yearckbd for prudence covering-
(i) schemes for which Commission’s approval b@sn granted,
(i) schemes which have been submitted for Ca@sion’s approval, and
(i) schemes not requiring Commission’s ap@iov

Less-

Assets proposed to be retired during the year.

(2) The interest on loan capital and return ounitggshall be computed on the financing of
the cost of the schemes included in the asset base.

Debt-equity ratio

For the purpose of determination of the tarifg #quity and outstanding debt as determined
for the base year by the Commission shall be cemstas given. However, for any fresh
capitalization of assets, the Commission shall ygpldebtequity ratio of 70:30 on the
capitalised amount as approved by the Commissioedoh year of the control period:

Provided that where equity employed is in excels8086, the amount of equity for the
purpose of tariff shall be limited to 30% and tredmce amount shall be considered as loan.
The interest rate applicable on the equity in ex@#s30% treated as loan has been specified
in regulation 20. Where actual equity employedessithan 30%, the actual equity shall be
considered.

Return on Equity

(1) Return on equity shall be computed on theitggdetermined in accordance with
regulation 18 and on pre-tax basis at the baseofdtb.5% to be grossed up as per sub-
regulation (3) of this regulation:

(2) The rate of return on equity shall be comguby grossing up the base rate with the
normal tax rate for the year 2010-11 applicabléht concerned transmission licensee
company:

Provided that return on equity with respect te #ctual tax rate applicable to the
transmission licensee in line with the provisioristiee relevant Finance Acts of the

respective year during the tariff period shall hestl up separately for each year of the
tariff period along with the tariff petition filefbr the next tariff period.

(3) Rate of return on equity shall be roundddmthree decimal points and be computed as
per the formula given below:-
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(a) Rate of pre-tax return on equity = Base f#let)

(b) Where t is the applicable tax rate in acaom with sub-regulation (2) of this
regulation.

[llustration.-

(i) In case of the transmission licensee payMinimum Alternate Tax
(MAT) @ 19.93% including surcharge and cess:

Rate of return on equity = 15.50/ (1-0.1993)9-358%

(i) In case of transmission licensee compaayipg normal corporate tax @
33.22% including surcharge and cess:

Rate of return on equity = 15.50/ (1-0.33993481%

20. Interest and Finance Charges

(1)

(@)

®3)

Interest and finance charges on loan cagitall be computed on the outstanding loans,
duly taking into account the schedule of repaymerdccordance with the terms and
conditions of relevant agreements of loan, bond non-convertible debentures.
Exception can be made for the existing or pastdaahnich may have different terms as
per the agreements already executed if the Conwnigsi satisfied that the loan has
been contracted for and applied to identifiable applroved projects.

The rate of interest shall be the weightegrage rate of interest calculated on the basis
of the actual loan portfolio at the beginning oflegear applicable to the project:

Provided that if there is no actual loan for atipalar year but normative loan is still
outstanding, the last available weighted averatgeahinterest shall be considered:

Provided further that if the transmission licemsiwes not have actual loan then the
weighted average rate of interest of the transonssicensee as a whole shall be
considered.

The interest rate on the amount of equitgxoess of 30% treated as notional loan shall
be the weighted average rate of the loans of thpeive years and shall be further
limited to the rate of return on equity specifiadhese regulations:

Provided that all loans considered for this psgshall be identified with the assets
created:

Provided further that the interest and financargbs of re-negotiated loan agreements
shall not be considered, if they result in highwarges:

Provided further that the interest and financargbs on works in progress shall be
excluded and shall be considered as part of theatapst:

Provided further that neither penal interest awverdue interest shall be allowed for
computation of tariff.
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21.

22.

23.

(4) In case any moratorium period is availedno&my loan, depreciation provided for in the
tariff during the years of moratorium shall be tesh as notional repayment of loan
during those years and interest on loan capitdl Baacalculated accordingly.

(5) The transmission licensee shall make evefyrtefo refinance the loan as long as it
results in net benefit to the beneficiaries. Theteassociated with such refinancing
shall be borne by the transmission customers apdanefit on account of refinancing
of loan and interest on loan shall be passed orthéo transmission customers.
Refinancing may also include restructuring of debt.

(6) In respect of foreign currency loans, vaaatin rupee liability due to foreign exchange
rate variation, towards interest payment and lagrayment actually incurred, in the
relevant year shall be admissible; provided it alye arises out of such foreign
exchange rate variation and is not attributablethte transmission licensee or its
suppliers or contractors.

Working Capital

The Commission shall calculate the working capigluirement for the transmission licensee
containing the following components: -

(@) O&M expenses for 1 month;

(b) maintenance spare @ 40% of repair and nreanise expenses for one month;
and

(c) receivables for two months based on thesgtep annual transmission charges.
Interest Charges on Working Capital

Rate of interest on working capital to be computeld provided hereinafter in these

regulations shall be on normative basis and sleakdpal to the Short Term Prime Lending

Rate of the State Bank of India as on 1st Aprithaf relevant year. The interest on working
capital shall be payable on normative basis nostgiinding that the licensee has not taken
working capital loan from any outside agency or @aseeded the working capital loan based
on the normative figures.

Depreciation

(1) The value base for the purpose of depreciasioall be the capital cost of the asset
admitted by the Commission.

(2) The salvage value of the asset shall be dersil as 10% and depreciation shall be
allowed up to maximum of 90% of the capital costhef asset.

(3) Depreciation shall be calculated annuallyebasn Straight Line Method and at rates
specified in Appendix-| to these regulations fog tesets of the transmission system:

Provided that, the remaining depreciable valuea31st March of the year closing
after a period of 12 years from date of commerofaration shall be spread over the
balance useful life of the asset.
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24.

25.

26.

(4) For transmission project which are in operatfor less than 12 years, the difference
between the cumulative depreciation recovered hadtmulative depreciation arrived
at by applying the depreciation rates specifiedhis regulation corresponding to 12
years, shall be spread over the period up to 12syead the remaining depreciable
value as on 31st March of the year closing aftgredod of 12 years from date of
commercial operation shall be spread over the balaseful life of the asset.

(5) For the project in operation for more than yEars, the balance depreciation to be
recovered shall be spread over the remaining ufidf the asset.

(6) Depreciation shall be chargeable from th&t fpear of commercial operation. In case of
commercial operation of the asset for part of tearydepreciation shall be charged on
pro rata basis.

Non-tariff Income

(1) All income being incidental to electricity $iness and derived by the licensee from
sources, including but not limited to profit demvdérom disposal of assets, rents,
delayed payment surcharge, income from investretiter than investment of equity),
and miscellaneous receipts from the transmissiostooers excluding income to
licensed business from the other business of #estnission licensee shall constitute
non-tariff income of the licensee.

(2) The amount projected by the licensee on adcolinon-tariff income shall be deducted
from the aggregate revenue requirement in calagatie net revenue requirement of
the licensee.

Other Income of the Transmission Licensee

Where the transmission licensee is engaged incéimgr business, the income from such
business will be calculated in accordance withHimachal Pradesh Electricity Regulatory

Commission (Treatment of Income of Other Businesskedransmission Licensees and

Distribution Licensees) Regulations, 2005 and shalbdeducted from the aggregate revenue
requirement in calculating the revenue requirenoétite transmission licensee:

Provided that the transmission licensee shalbv¥olh reasonable basis for allocation of all

joint and common costs between the transmissioméss and the other business and shall
submit the allocation statement, as approved bydrd of directors, to the Commission

along with his application for determination ofitear

Provided further that where the sum total of theea and indirect costs of such other
business exceeds the revenues from such otherelsgsan for any other reason, no amount
shall be allowed to be added to the aggregate wveveaquirement of the transmission
licensee on account of such other business.

Refund of excess amount

The licensee shall recover the charges as detedniy the Commission. Where any licensee
recovers charges exceeding those determined bg§dhenission, the excess amount shall be
refunded to the person who has paid such excesgedhaalongwith interest equal to the
prevalent Short Term Prime Lending rate of theeSBdnk of India without prejudice to any
other liability incurred by such licensee.
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27. Late Payment Surcharge

In case the payment of bills of transmission charg delayed beyond a period of one month
from the date of billing, the transmission licenseay levy a late payment surcharge at the

rate of 1.25% per month.

28. Rebate

For payment of bills of transmission charges thglowa letter of credit on presentation, a
rebate of 2% shall be allowed. If the payment isleny any other mode but within a period
of one month of presentation of bills by the traission licensee, a rebate of 1% shall be

allowed.

29. Quality of Supply

(1)

(@)

The Commission shall monitor the followingadjty of supply parameters during the

control period: -

(8 transmission system availability;

(b) transformer failure, across various capesitwhich represents the number of
transformer failures as a percentage of the tatahber of transformers in that

specified capacity within the transmission systewer a specified period of time.

The transmission licensee in its business pikngs shall submit and propose the
trajectory for the achievement of quality targeise Commission will lay down the
targets for each parameter in the MYT order. Thagmission licensee shall submit its
performance on each parameter in the form and maaidedown by the Commission.

30. Safety Standards

The transmission licensee shall develop a safetyual and follow procedures to maintain
atleast minimum safety standards during constraoctperation, etc. in line with provisions

of section 53 of the Act.

PART-IV

PRINCIPLES FOR DETERMINATION OF TRANSMISSION
TARIFF/ CHARGES

31. Transmission Tariff / Charges

(1)

(@)

The transmission charges payable by the rmesson customers of the transmission

system shall be designed to recover the aggregatnue requirement computed as
annual transmission charges by the Commissiondch gear of the control period.

In addition to transmission charges, chafgeseactive energy, as may be determined
by the Commission in the MYT order, shall also lzygble by all the transmission

customers of the system.
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32. Annual Transmission Service Charge

33.

(1)

(@)

@)

The fixed cost of the transmission systemllsha computed on annual basis, in
accordance with norms contained in these regulstiaggregated as appropriate, and
recovered on monthly basis as transmission chaoge the users.

The transmission charge (inclusive of incegjtipayable for a calendar month for a
transmission system or part thereof shall be-

AFC x (NDM/NDY ) x ( TAFM / NATAF)
Where,
AFC = Annual fixed cost specified for the yaarRupees;

NATAF = Normative annual transmission availagifiactor, in per cent specified in
regulation 11;

NDM = Number of days in the month;
NDY = Number of days in the year; and

TAFM = Transmission system availability factoor fthe month, in percent,
computed in accordance with Appendix-Il to thesgRations.

The transmission licensee shall raise thefdil the transmission charge (inclusive of
incentive) for a month based on its estimate of MARdjustments, if any, shall be

made on the basis of the TAFM to be certified yy $.DC within 30 days from the last
day of the relevant month:

Provided that wherever it is necessary or expgd® incentivise the open access, the
Commission may, by order, cap the transmissiongdsarcalculated under this sub-
regulation.

Allocation of Transmission Service Charge andosses

(1)

(@)

®3)

(4)

The Annual Transmission Service Charge (ATSI@)Il be shared between the long and
medium term customers of the transmission systenmonthly basis based on the
allotted transmission capacity or contracted cdpaas the case may be.

No distinction in charges shall exist in terof long term, medium term or short term
access to the intra-State transmission system:

Provided that the transactions for long term araliium term shall be denominated in
Rs/kW/month or any suitable denomination as magtipellated by the Commission.

For short term bilateral transactions andristerm collective transactions through
power exchanges, the transmission tariff shalld®dinated in Rs/kWh.

25% of the charges collected from the shemrhtopen access customer shall be retained
by the transmission licensee and the balance 7581t BB considered as non-tariff
income and adjusted towards reduction in the tr@éssaon service charges payable by
the long term and medium term users.
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34.

35.

()

(6)

The energy losses in the transmission sysifaifme transmission licensee, as determined
by the State Load Despatch Centre and approvedhby Gommission, shall be
apportioned between users in proportion to thefigasof the intra-State transmission
system.

Notwithstanding anything contained in thessgutations, the Commission after
conducting study and due regulatory process mayyntie revised sharing and
recovery of annual transmission service chargaetriansmission licensee.

Charges for intervening transmission facilitis

(1)

(@)

@)

(4)

(5)

The rates and charges for intervening trassiom facilities, if any, provided by the
licensee shall be as mutually agreed upon betweehidensee and the users of such
facilities:

Provided that the rates and charges agreed umadinbe fair and reasonable and may be
allocated in proportion to the use of the transioisfacilities.

Mutual agreement on these matters would ldaerbest interest of the parties. In case,
such agreement cannot be reached within a reagopahlibd of time, either party shall
be entitled to approach the Commission for detemtion under the proviso to sub-
section (1) of section 36 of the Act and the Consiis would expect evidence that
negotiations were held in good faith and all reatdm efforts were made to arrive at a
mutual agreement.

The parties shall be at liberty to approakh Commission in case of any dispute
regarding the extent of surplus capacity availadgeprovided for in section 35 of the
Act.

An application shall be made to the Commissior an order requiring any other
licensee owning or operating intervening transroisdacilities to provide their use to
the extent of surplus capacity available with it.

After an order is passed under sub-regula@yrof regulation 34, read with section 35
of the Act, the concerned licensee shall provideiiervening transmission facilities at
rates, charges and on terms and conditions as mayutually agreed upon, under
section 36 of the Act.

Compliance with the directions by Transmissioiicensee

(1)

(@)

Subject to the directions issued by the Netid_oad Despatch Centre or the Regional
Load Despatch Centre, the State Load Despatch €iDC) may, under sub-section
(2) of section 32 and sub-section (1) of sectionr83d with clause (b) of section 40 of
the Act, give such directions as it may consideprapriate, for maintaining the
availability of the transmission system and tha@draission licensee shall duly comply
with all such directions.

The Commission, on an application filed bg tBtate Load Despatch Centre (SLDC)
and after hearing the transmission licensee, i$fsad that the transmission licensee has
persistently failed to maintain the availability tife transmission system, may issue
such directions to the State Load Despatch Cer8tdDC) to take control of the
operations of the transmission system of such tné&sson licensee, for such period and
on such terms, as the Commission may decide.
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(3) The directions under sub-regulations (1) &2 of regulation 35 shall be without
prejudice to any action which may be taken agaihsttransmission licensee under
other provisions of the Act.

PART-V
MULTI YEAR TARIFF FILING PROCEDURE
36. Multi-Year Filings for the Control Period

(1) The multi year tariff filing shall be in sudbrm and in such manner as may be laid
down by the Commission by an order and also aghgeprovisions of the Conduct of
Business Regulations.

(2) The transmission licensee shall also subhmet multi year tariff filing in electronic
format to the Commission.

37. Beginning of the Control Period - Business PfaFilings

The transmission licensee shall file for the Cos®ian’s approval, on 1st April of the year

preceding the first year of the control period ay ather date as may be directed by the
Commission, a business plan approved by its bohdirectors. The business plan shall be
for the entire control period and shall, interatiantain -

(@) Capital Investment Plan: This should be commensurate with load growth
and quality improvement proposed in the business.pThe investment plan
should also include corresponding capitalisatiohedale and financing plan;
The Commission shall approve the system augmentakpansion plan submitted
by the transmission licensee, based on the loadvtgrdorecast/generation
evacuation requirement during the control periotle Tapital investment plan
shall be in conformity with the plans made by theACZ CTU/STU/distribution
licensee.

(b) Capital Structure: The appropriate capital structure of each schemegzed and
cost of financing (interest on debt) and returrequity, terms of the existing loan
agreements, etc;

(c) Operation and Maintenance (O&M) Expenses:This shall include the costs
estimated for the base year, the actual expensagéd in the previous two years
and the projected values for each year of the obpgriod based on the proposed
norms for O&M cost, including indexation and otlagpropriate mechanism;

(d) Depreciation: Based on the on the useful life of the asset arpitadeation
schedules for each year of the control period,;

(e) Performance Targets: A set of targets proposed for controllable itemehsas,
availability of transmission system, transformeilutg rate, and any other
parameters for quality of supply for each yearhaf ¢ontrol period for the purpose
of incentive / penalties. The targets shall be isbest with the capital investment
plan proposed by the transmission licensee;

() Proposals for Non-tariff Income with item-se description and details;
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(g) Proposals in respect of income from OtherilBess;

(h) Other Information: This shall include any other details considered-ampate by
the transmission licensee for consideration dudieigrmination of tariff.

38. Tariff Filing

(1)

()

®3)

(4)

(5)

The transmission licensee shall file an aygpion for approval of transmission tariff for
each year of the control period, not less thand&@ before the commencement of the
first year of the control period or such other datenay be directed by the Commission.

The transmission tariff shall be determined éach year of the control period at the
beginning of the control period. The licensee sipatipose capacity based wheeling
tariff. The licensee shall also indicate the traission losses voltagewise to provide for
adjustment of losses in the system.

The filings for transmission tariff shall dam the following: -

(@) the transmission system or network usagectst for each year of the control
period, consistent with the business plan;

(b) proposals for transmission tariff design feach year of the control period,
including the losses to be charged and the proeeitiereof;

(c) proposal for transmission tariff rate foretleach year of the control period
supported by adequate justification;

(d) proposal for reactive energy charges; and

(e) expected revenue from the licensed busimesstariff income and income from
other business and other matters considered apampboy the transmission
licensee.

The licensee shall furnish to the Commissgurch additional information, particulars
and documents as the Commission may require froma to time after such filing of
revenue calculations and tariff proposals.

The licensee shall publish, for the inforroatiof the public, the contents of the
application in an abridged form in such mannemhasG@ommission may direct and shall
host the complete copy of the filing on its websitel shall also provide copies of the
documents filed with the Commission to any persb@a @rice not exceeding normal
photocopying charges.

39. Review at the end of the Control Period

(1) Towards the end of the control period, them@ussion shall review if the

implementation of the principles laid down in thesgulations has achieved their
intended objectives. While doing this, the Comnaissshall take into account, among
other things, the industry structure, sector rexjuants, consumer and other stakeholder
expectations and the licensee’s requirements atpiiat in time. Depending on the
requirements of the sector to meet the objecth@fAct, the Commission may revise
the principles for the next control period.
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40.

41.

42.

43.

(2) The end of the control period shall be thgilweing of the next control period and the
licensee shall follow the same procedure, unlegsired otherwise by the Commission.
The Commission shall analyse the performance oflitensee with respect to the
targets set out at the beginning of the controliogerand based on the actual
performance, expected efficiency improvements ahérofactors prevalent, determine
the initial values for the next control period.

Disposal of Application

(1) The Commission will process the filings mabg the transmission licensee in
accordance with these regulations and the Condgaisiness regulations.

(2) Based on the transmission licensee’s filimggections/ suggestions from public and
other stakeholders, the Commission may, within H2¥s of the receipt of the
application, complete in all respects, and aftensaering all suggestions and
objections from public and other stakeholders, -

(@) issue, a tariff order with such modificasoand/or such conditions, as may be
deemed just and appropriate containing, inter-aigets for controllable items
and transmission tariffs for each year of the aargeriod; or

(b) reject the application for reasons to beorged in writing if such application is
not in accordance with the provisions of the Act dhe rules and regulations
made thereunder or the provisions of any otherftavthe time being in force.

Publication

The transmission licensee shall publish the taaiproved by the Commission in the
newspapers, having circulation in the area of sypapé the Commission may direct. The
publication shall, besides such other things asCimission may require, include a general
description of the tariff changes.

PART-VI
MISCELLANEOUS
Sharing of Clean Development Mechanism (CDM) éhefits

The proceeds of carbon credit from approved CDbjgat shall be shared in the following
manner, namely:-

(&) 100% of the gross proceeds on account of CiDMbe retained by the project
developer in the first year (12 months) after taeecof commercial operation of the
transmission system;

(b) in the second year, the share of the bemefs shall be 10% which shall be
progressively increased by 10% every year till daghes 50%, whereafter the
proceeds shall be shared in equal proportion, byttdinsmission licensee and the
users.

Tax on Income

In view of pre tax return on equity, tax on theame streams of the transmission licensee
shall not be recovered from the beneficiaries:
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44,

45.

46.

47.

Provided that the deferred tax liability, excluglifringe Benefit Tax, for the period up to 31st
March, 2011 whenever it materialises, shall beverable directly from the beneficiaries and
the long-term customers.

Foreign Exchange Rate Variation.

(1) The transmission licensee may hedge forexrhange exposure in respect of the
interest on foreign currency loan and repaymentfooéign loan acquired for the
transmission system in part or full in the dis@etof the transmission licensee.

(2) Every transmission licensee shall recoverab&t of hedging of foreign exchange rate
variation corresponding to the normative foreigttdén the relevant year on year-to-
year basis as expense in the period in which ieariand extra rupee liability
corresponding to such foreign exchange rate variathall not be allowed against the
hedged foreign debt.

(3) To the extent the transmission licensee it alle to hedge the foreign exchange
exposure, the extra rupee liability towards interpayment and loan repayment
corresponding to the normative foreign currencynloa the relevant year shall be
permissible provided it is not attributable to thensmission licensee or its suppliers or
contractors.

(4) Every transmission licensee shall recovercthst of hedging and foreign exchange rate
variation on year-to-year basis as income or ex@énge period in which it arises.

Recovery of cost of hedging Foreign Exchangeaf® Variation

Recovery of cost of hedging and foreign exchamage variation shall be made directly by the
transmission licensee from the users without makimgapplication before the Commission:

Provided that in case of any objections by thesugethe amounts claimed on account of cost
of hedging or foreign exchange rate variation, thensmission licensee may make an
appropriate application before the Commission t®decision.

Transitory provisions-
Notwithstanding anything to the contrary containethese regulations —

(@) the tariff order issued by the Commission tlee control period ending on the 31st
March, 2011 shall continue to operate; and

(b) the proceedings (including review petitiooy amendments, revocation, variation or
alteration of the said tariff order shall contintee be filed and dealt with as if the
repealed regulations in respect of the said taeflermination continue to be inforce,
and the provisions of these regulations shall pptya

Issue of Orders and Practice Directions

(1) Subject to the provision of the Act and thesgulations, the Commission may, from
time to time, issue orders and practice directigrescribe formats in regard to the
implementation of these regulations and procedarket followed on various matters,
which the Commission has been empowered by theggateons to direct, and matters
incidental or ancillary thereto.
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48.

49.

50.

51.

52.

53.

(2) Notwithstanding anything contained in thesgulations, the Commission shall have the
authority, either suo motu or on a petition fileg dny interested or affected person, to
determine the tariff of any applicant.

Power to remove difficulties

If any difficulty arises in giving effect to anyf ¢he provisions of these regulations, the
Commission may, by a general or special orderbeotg inconsistent with the provisions of

these regulations or the Act, do or undertake tthdws or direct the transmission licensee to
do or undertake such things which appear to bessacg or expedient for the purpose of
removing the difficulties.

Power of relaxation

The Commission may, in public interest and forsoe® to be recorded in writing, relax any
of the provision of these regulations.

Interpretation

All issues arising in relation to the interpretatiof these regulations shall be determined by
the Commission and the decision of the Commissioauzh issues shall be final.

Saving of Inherent Powers of the Commission

Nothing contained in these regulations shall lioritotherwise affect the inherent powers of
the Commission from adopting a procedure, whicht igariance with any of the provisions of

these regulations, if the Commission, in view of #pecial circumstances of the matter or
class of matters and for reasons to be recordediiimg, deems it necessary or expedient to
depart from the procedure specified in these reiguis.

Enquiry and Investigation

All enquiries, investigations and adjudicationglenthese regulations shall be done by the
Commission in accordance with the provisions of@o@duct of Business Regulations.

Repeal and Savings

(1) The Himachal Pradesh Electricity Regulatorym®nission (Terms and Conditions for
Determination of Transmission Tariff) RegulatioB807 are hereby repealed.

(2) Notwithstanding such repeal-

(@) anything done or any action taken or pugmbtb have been done or taken under
the repealed regulations shall, in so far as iioisinconsistent with the provisions
of these regulations, be deemed to have been don¢aken under the
corresponding provisions of these regulations;

(b) the provisions concerning the tariff ordeada for the control period ending on
the 31st March, 2011 and the provisions for condfithe proceedings (including
review petitions) for its revocations, variationaiternation as, stood before such
repeal, shall continue to be in force.;
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(© the provisions relating to the State Loadspach Centre (SLDC) Fees and
Charges, as contained in Part-V of the repealedlaggns shall continue to apply
till the Commission notifies separate regulatioogering the said aspects.

By Order of the Commission,

Sd/-
Secretary
Appendix |: Depreciation Schedule (see Regulatio23)
No. Asset Particulars Depreciation Rate
(salvage Value = 10%)
A Land under full ownership 0.00%
B Land under lease
€) For investment in land 3.34%
(b) For cost of clearing the site 3.34%
C Assets purchased new
0] Buildings and civil engineering works of a permatnen
character, not mentioned above:
(i) Offices and showrooms 3.34%
(iii) Temporary erection such as wooden structures 100.00%
(iv) Roads other than kutcha roads 3.34%
(V) Others 3.34%
D Transformers, transformer (kiosk) sub-station eopapt
and other fixed apparatus (including plant fourmia)
0] Transformers (including foundations) having a mtiof | 5.28%
100kilo volt amperes and over
(i) Others 5.28%
E Switchgear, including cable connections 5.28%
F Lightning arrestors: 5.28%
0] Station type 5.28%
(i) Pole type 5.28%
(i) Synchronous condenser 5.28%
G Batteries 5.28%
0] Underground cable including joint boxes andcdisnected | 5.28%
boxes
(i) Cable duct system 5.28%
H Overhead lines including supports:
0] Lines on fabricated steel operating at nomuatages 5.28%
higher than 66 kV
(i) Lines on steel supports operating at nominal vekad.28%
higher than 13.2 kV but not exceeding 66 kV
(i) Lines on steel or reinforced concrete support 5.28%
(iv) Lines on treated wood supports 5.28%
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No. Asset Particulars Depreciation Rate
(salvage Value = 10%)
I Meters 5.28%
J Self propelled vehicles 9.50%
Air conditioning plants:
0] Static 5.28%
(i) Portable 9.50%
L(i) Office furniture and fittings
(i) Office equipments 6.33%
(i) Internal wirings including fittings and appsus 6.33%
(iv) Street Light fittings 5.28%
M Apparatus let on hire:
0] Other than motors 9.50%
(i) Motors 6.33%
N Communication equipment
0] Radio and higher frequency carrier systems %.33
(i) Telephone lines and telephones 6.33%
O I.T Equipment 15.00%
P Any other assets not covered above 5.28%

Appendix 1l - Procedure for Calculation of Transmission System Availability Factor for a
Month (See Regulation 32(2))

1. Transmission System Availability Factor foraemdar month (TAFM) shall be calculated by
the Transmission Licensee, got verified and ceditty the SLDC and separately for each AC
transmission system and grouped according to gihafitransmission charges.

2. TAFM, in percent, shall be equal to (100 — OINAFM), where NAFM is the non-
availability factor in per unit for the month, ftire transmission system / subsystem.

3. NAFM for A.C. systems / sub-systems shall Hewated as follows:
NAFM = [1>" (OH | x Ckt. km I x NSC I) 13" (OH t x MVA t x 2.5) +
=Y (OH r X MVAR r x 4)]/ THM x [12.>" (Ckt. km | x NSC | )+
=1 (MVA t x 2.5) + 1>} (MVAR 1 x 4)]
Where,
| identifies a transmission line circuit;
t identifies a transformer / Inter connecting sfammer (ICT);

r identifies a bus reactor, switchable line reanotoStatic VAR Compensation (SVC);

L = total number of line circuits;
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T = total number of transformers and ICTs;
R = total number of bus reactors, switchable taactors and SVCs;

OH = Outage hours or hours of non-availabilitytive month, excluding the duration of
outages not attributable to the Transmission Lieens any, as per clause 5;

Ckt. km = Length of a transmission line circuitkim;
NSC = Number of sub-conductors per phase;
MVA = MVA rating of a transformer / ICT;

MVAR = MVAR rating of a bus reactor, switchabladi reactor or an SVC (in which case it
would be the sum of inductive and capacitive cdjiegs);

THM = Total hours in the month;

The transmission elements under outage duellowing reasons shall be deemed to be
available:-

(1) Shut down availed for maintenance or consisnoof elements of another transmission
scheme. If the other transmission scheme belongbkeodlransmission Licensee, the
SLDC may restrict the deemed availability periodhat considered reasonable by him
for the work involved.

(2) Switching off of a transmission line to réstrover voltage and manual tripping of
switched reactors as per the directions of SLDC.

Outage time of transmission elements for thlevieng contingencies shall be excluded from
the total time of the element under period of cdesation.

(1) Outage of elements due to acts of God anckfanajeure events beyond the control of
the Transmission Licensee. However, onus of satigfthe SLDC that element outage
was due to aforesaid events and not due to desagard shall rest with the
Transmission Licensee. A reasonable restoratiore tilor the element shall be
considered by SLDC and any additional time takerthHg Transmission Licensee for
restoration of the element beyond the reasonatrle shall be treated as outage time
attributable to the Transmission Licensee. SLDC ntayisult the Transmission
Licensee or any expert for estimation of reasonadés¢oration time. Circuits restored
through ERS (Emergency Restoration System) shaibhbsidered as available.

(2) Outage caused by grid incident/disturbance atributable to the Transmission
Licensee, e.g. faults in substation or bays ownedtber agency causing outage of the
Transmission Licensee’s elements, and tripping ioésl ICTs, etc. due to grid
disturbance. However, if the element is not restane receipt of direction from SLDC
while normalizing the system following grid incidétisturbance within reasonable
time, the element will be considered not availdbtethe period of outage after issuance
of SLDC'’s direction for restoration.
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