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Appendix 1 

Invitation to Regulation of 
Electric Utilities Workshop 



To 
FAX No 

UNITED STATES AGENCY FOR ~NTERNATIONXL DEVELOP~IEYT 

rrClk 
- --- AND 

UUiF INTERNATIONAL RESOURCES GROUP 

USAID 

Energy Management u Consultation and Tra~nmg I 
Regulatory Reform & Restructur~ng 

(EMCAT-R3) Project 

USAID 
B-28 Qutub Instltutlonai Area 
Tara Cresent Lane 
Year Qutub Hotel 
Yew Dell11 1 10 0 16 

Internanonal Resources Group 
B-20 F~rst Floor Mayfair Gardens 
Hauz Khas Encia5 e 
New Deihl i 10016 



~ANAGEMENT CONSULTANTS IN ENERGY ENVIRONMENT & NATURAL RESOURCES 

07 Jan 1999 

Dear 

On behalf on the Urllted States Agencv for Internatronal Development the Power Frnance 
Corporat~on the Power Department of the Government of West Bengal and Internatronal 
Resources Group Ltd rt IS our pleasure to invlte vou to a Workshop on Regulation of EIectrlc 
Utiirtres to be heid on Januarv 09, 1999 at the Park Hotel 21 7 Park Street Calcutta from 
1000AM to5 00PM 

T h ~ s  workshop IS deslgned to prov~de an overview of the regulatorv process and the changes that 
w~ i l  occur as regulatron 1s introduced D~scussions on the fundamental pnncrpies of regulatorv 
system des~gn and reguiatorv decrs~on making wrll establrsh a framework for further conslderat~on 
of lntroducrng a regulatory regrme 

Key toprcs to be covered in the workshop are 

Concepts of Electnclty Regulat~oil 
Benefits of Regulat~on to the publ~c and to the ut111tles companres 
What should be the extent of reguiatron? 
Trade-off between pnce and lnceiltlve reguiatlon 
Non-pnce aspects of regulation 

Manag~ng the Electnc Utility Regulatory Process 
What are the key issues to be addressed when establlshlng a Regulatorv Commrss~on~ 
Creating cred~table and leg~trmate regulatory decis~ons 
Alternative regulatory reglmes 

We look forward to seeing you at t h ~ s  workshop 

Please confirm attendance to 

Internatronal Resources Group 
B-20 Frrst Floor 
Hauz Kaus Enclal e 
New Dellii I 10 01 6 attn Mrs SImrma 

FAX 11-686 1676 TEL 11-686-1612 to 1614 652-8754 and 652-8785 

8-20 Mayfarr Garden F~rst  Floor Hauz Khas Enclave New Delhl lnd~a 1 1001 6 
Phone 686-1613 686-1 614 Fax 686-1 676 

'I 



To 
FAX N o  

1 Energy Management Consultation and Training I 
Regulatory Reform & Restructuring 

(EMCAT-R3) Project 

USAID 
B-28 Qutub Inst~tutlonal Area 
Tara Cresent Lane 
Near Qutub Hotel 
Uem Delhi 1 10 01 6 

Intemaaonai Resources Group 
B-20 First Floor Mayfau Gardens 
Hauz Klias Enclave 
Yew Delhl I 100 16 



Appendix 1 2 2  ;Rg INTERNATIONAL RESOURCES GROUP - 
~ A N A G E M E N T  CONSULTANTS IN ENERGY ENVIRONMENT & NATURAL RESOURCES 

1 1 Jan 1999 

Dear 

On behalf on the Uiuted States Agencv for Internat~onal Development the Power Frnance 
Corporation the Power Department oi the Government of West Bengal and Internatronal 
Resources Group Ltd rt IS our pleasure to Invite vou to a Workshop on Regulat~on of Electr~c 
Utllltles to be held on Januarv 13"', 1999 at the Park Hotel 217 Park Street Calcutta from 
10 00 AM to 5 00 PM 

This workshop is deslgned to prov~de an ovewlew of the regulatorv process and the changes that 
will occur as reguiat~on is Introduced D~scussions on the fundamental principles of regulatorv 
system design and regulatory decisron making will establrsll a fiarne~vork for further consideratztron 
of l~ltroducing a regulatory reglrne 

Key topics to be covered in the workshop are 

Concepts of EIectncrty Regulat~on 
Benefits of Regulat~on to the public and to the ut~lities companies 

What should be the extent of regulatron3 
Trade-off between pnce and incentrve regulation 
Non-pnce aspects of reguiatron 

Managing the Electric Utilrty Regulatory Process 
What are the kev Issues to be addressed when establishing a Regulatorv Commission7 
Creating creditable and legrtimate regulatorv decis~ons 
Alternati~ e regulatory reglmes 

We look fonvard to seelng you at this workshop 

Please confirm attendance to 

International Resources Group 
B-20 F~rs t  FIoor 
Hauz Kaus Enclave 
New Dell11 1 10 016 attn Mrs Sharma 

FAY 1 1-686 1676 TEL 1 1-686- 16 12 to 16 14 652-8754 and 652-5785 

8-20 Mayfarr Garden First Floor Hauz Khas Enclave New Delhr lndra 11 0016 
Phone 686-1 61 3 686-1 614 Fax 686-1676 
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REGULATION OF ELECTRIC UTILITIES 
USAlD EMCAT Regulatory Reform & Restructuring Project 

Internatronai Resources Group, lnc 

January 09,1999 
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Mr S Barma Secretary Power Dept 
Mr P K Chattopadhyay Jt Secretary, Power Dept 

West Bengal State Electnclty Board 

Mr Badai Sengupta 
Mr B R Blswas 
Mr Rajeev Dube 

CESC Ltd 

Mr K A Siddiqi 
Mr B Raychodhury 

Chairman 
Member Transmission 
Secretary 

West Bengai Power Development Company 

Executive D~rector T&D 
Executive Dlrector Finance 

Mr G D Gautama 
Mr A Bhattacharjee 
Mr B K Paul 
Mr P Banerjee 

Durgapur Projects Ltd 

Dr A K Chanda 
Mr A K Ghosh 

Dishergarh Power Supply Co 

Mr A Dasgupta 
Mr S Radhakrishnan 

Power F~nance Corporatron 

Mr R Krishnarnoorty 
Mr V K Kharbanda 

Managlng Director 
Execut~ve Director Finance 
Executive Director Techn~cal 
Executive Director Projects 

Special Secretary & Cha~rman 
Managrna Dlrector 

Director & CEO 
Secretam & General Manager 

General Manager 
Senior Manager 

USAlD 

Mr N V Seshadri Program Manager 

U S Consulate 

Mrs Debjani Roychowdhury Econorn~c Spec~aiist 

US-AEP 

Mr Arup Mitra Director- Technical Operations 
(Eastern Region) 



REGULATION OF ELECTRIC UTILITIES 
USAID EMCAT Regulatory Reform & Restructuring Project 

lnternattonai Resources Group, Inc 

January 13 1999 Workshop Partrctpants 

Government of West Bengal 

Mr P K Chakraborty 
Mr K P Bhat 

West Bengai State Electrtctty Board (WBSEEI) 
Mr N C Roy 
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Mr S Banerlee 

Deputy Secretary Power Dept 
OSD & Deputy Secy Power Dept 

Chref Englneer Commercral 
Chref Englneer (Corp ) 
F~nance Manager (Corp ) 
S E (Commerclal) 
Deputy Chref Englneer 
Addrtronal Chlef Englneer (Drst & Comml ) 
Supt Engrneer 
Dy PA & CAO 

West Bengal Power Development Corporatton Ltd (WBPDCL) 
Mr Anirban Guha Manager (MIS) 
Mr Debabrata Das Manager (Mechanrcal) 
Mr Amit Bhattacharjee Manager (F&A) 
Mr D~pak Auddy Manager (F&A) 
Mr N K Mukhopadhyay Company Secretary & Manager (F&A) 
Mr Panda Manager (F&A) 

DURGAPUR PROJECTS LTD (DPL) 
Mr S Dutta 
Mr J K Sarkar 
Mr T K Bose 
Mr Susovan Bhattacharya 
Mr H Dev 
Mr S Roy 

CESC Ltd 
Mr Anjan Chowdhurl 
Mr Subrata Talukdar 
Mr Utpal Bhattacharyya 
Ms Gargl Chatterjee 
Mr Rajarshl Banerjee 
Mr Joydeep Nag 
Mr Bljoy Chakraborty 
Mr Sanjoy Chakraborty 

Commercral Englneer 
Executrve Engrneer (Comrnercral) 
A 0 (Commerctal) 
Executive Englneer 

General Manager (Finance) 
Dy General Manger (F~nance) 
Dy General Manager (Corporate Servlce) 
Manager (Corporate Servrce) 
Manager F~nance 
Senlor Manager Finance 
Dy Chref Engrneer (Operatrons) 
Station Manager 

DISHERGARH POWER SUPPLY COMPANY (DPSC) 
Mr D Sanyal Chef Englneer 
Mr D K Nandr Controller of Accounts 
Mr Sadhan Dutta General Superrntendent 
Mr K K Taran Superlntendent Engtneer 

Punjab State Electrtctty Board 
Mr R K Slngla 

Assam State Electr~ctty Board 
Mr A B Roychowdhury 

Dy Drrector (Tariff) 

Controller of Movement 
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Regulation of Electric Ut~l~t ies 
USAlD EMCAT Regulatory Reform & Restructuring Project 

lnternat~onal Resources Group, Inc 

January 9 and 13 1999 

Workshop Presenters 

Dr Douglas C Bauer Dr Bauer is a former utility executrve with two 
major power companies In the US 

The Honorable Jim F~scher Mr Frscher IS a former Commissioner of Publ~c 
Utilities for the state of Missouri USA 

Dr Donald Hertzmark Dr Hertzmark is Professor of Economrcs at 
Georgetown Universrty In Washrngton D C 

D Edward Rarnsey Mr Ramsev is a consultant with International 
Resources Group lnc , Washington D C , and 
a former utility executive with a major power 
company In the US 

The Honorable L~nda Stevens Mrs Stevens is a former Commissioner of 
Public Utrlities for the state of New Hampshire 
USA 

Workshop Staff 

Nims Sharma 

R ~ t ~ k a  Sawhney 

Mrs Sharma IS with lnternatronal Resources 
Group, Inc New Delhl India 

Ms Sawhney IS with International Resources 
Group Inc New Delhi lndia 
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Agenda 



GOVERNMENT OF WEST BENGAL 
DEPARTMENT OF POWER 

WORKSHOP ON 
REGULATION OF ELECTRIC UTlLlTIES 

USAlD EMCAT Regulatory Reform & Restmctunng Project 
lnternatronal Resources Group, Inc 

January .13,1999 

The object~ves of this workshop are to Introduce the concept and role of regulatlon in the 
electnaty sector D~scusslons w~ i l  focus on how established regulatory regtrnes around the worid 
are chang~ng, outline the appllcatron of regulatory pnnuples to Ind~a's Centra! and State 
Governments, and to outltne the steps tnvolved In deslgn, tmplementatron and operation of an 
electnc power sector regulatoly body The workshop w~il  also focus on the respons~b~lttles and 
expectations of the Government of West Bengal as the process of regulatlon Is developed for the 
~lectnc power sector 

10 00 lntroductron and Welcome 
Mr Edward Ramsey, Mr S Bama and Dr Douglas Bauer 

Fundamentals of Regulatron 
Or Donald Hertunark and The Honorable Lnda Stevens 

Destgn and lmplementatron of an 
Electrrcrty Sector Regulatory Body 
The Honorable James Fischer and Or Bauer 

Fundamentals of Pnc~ng, Rate-makrng and F~nancral Techn~ques 
Or Hertzmark and Dr Bauer 

1 30-2 30 Luncheon 

Non-Pnce Factors 
Dr Bauer and Mr Fischer 

Case Study Establrshment of the Wholesafe Market and the Role 
of Regulatton 
Dr Hertunark 

Discussron and Concludrng Remarks 
Dr Bauer and Mr Ramsey 
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Fundamentals of 
Regulation, 

Dr. Donald Hertzmark 



Unbundling 01 Services: 
Each t v ~ e  of service reauires 
its own tarit1 

Generation 
Transmission 
Sub-transmission 
Distribution 
Wheeling 



The Rule of One Price 
Applies: 

For the same service, the 
same price. 

In other words, all power 
system services must be 
provided by entities that obey 
- 

the same set of rules. 



Without non-discriminatow 
pricing the system is plagukd 
by the four horsemen of the 
apocalyptic brownout: 

Defections 
2. Arbitrage 

4. Lack of reliability standards 



No one type of restructuring 
is ideal for every company. 
You need to consider the 
~ollowinrr items: 

history of supply and 
demand; 
growth projections; 
fuel mix; 
technology; 
personnel; 
current profitability; 
potential profitability 
(how many $100 bills?) 
strengths & weaknesses; 
culture 



Finally, you must take a hard 
look at the quantifiable assets 
and liabilities. Compare the 
restructuring plans with the 
capabilities of the company. 



Two men are wallung down 
the street together, an old, 
distinguished economist and 
his prize graduate student. 
The student sees a $100 bill 
lying on the ground. As he 
stops to pick it up, the 
professor tells him to stop. 
"That cannot be a real $100 
bill," the professor says, "for 
if it were, someone would 
already have picked it up." 





5. Establish the right of 

competitive power. 
6. Know your supplier. 





How does an energy 
marketing company address 
these issues and problems? 

custom pricing of 
various bundles of 
services 
matching load and 

reaching price sensitive 
customers 
offering added value to 
customers 



What are the mechanics of 
custom pricing and customer 
packaging? 

a know the customer - 
time patterns and 
volumes of demand 
study the price 
sensitivitv of different 
customers to variations 
in price 
assemble a set of 
customers that 
corresponds to a 
profitable supply 
resource mix 



give customers 
incentives to stav within 
their demand profiles 
with penalties for 
excursions 

a minimize payments or 
access fees (e.g. 
personal digital telecoms 
market) 
provide customers with 
detailed information 
about energy use 



Case Study: A 
restructured 

power system in 
South America 



Genera tion Tariffs 

Spot market 
and demand 

balances 

Yrices give signals to 
consumers and generators 
regarding need for 
additional capacity 
Prices reflect marginal value 
of electricity to system 



The System 
Marginal Price 

At any given time of day the 
SMP will consist of the 
following: 

SMP = MEC + MOC + 
additional services 
{reactive power, cold 
reserve, spinning 
reserve, short 
distance 
transmission for 
IPPs) + 
Transmission Tariff. 



Additional Services: Other 
elements in the electricitv 

J 

price include reactive power, 
spinning and cold reserves 
and short distance 
transmission for IPPs. The 
spinning reserve will be 
definedas 10% of the actual 
sendout, with the price being 
that MEC + MOC that is 
relevant for a given period. 
The cold reserve will be let 
out for bids and will probably 
be no more than 2% of the 
MEC+MOC. The reactive 
power tariff will the lesser of 
bids by generators or the cost 
of installing capacitors by the 



transmission system. These 
additional services will 
amount to $0.0 1 -0.025/kWh 
under typical conditions. 



Transmission 
Tariffs 

The transmission svstem will 
need to pay for the following 
services: 

I. 'l'he cost or recoverinrr 
investment in transmission; 

2. The costs of maintaining 
transmission 01 energv and 
ca~acitv under s~eci-fied 
cgnditihns of quhity and 
reliability to the wholesale 
customers, distribution 
companies and other bulk 
power purchasers; 



3. This amount mav include 
congestion charges; 

4. Payments to generators for 
voltage and frequency 
control ; 

5. Phvsical losses in 
transmission; 

6. New transmission capacity 
in the system, and 

7. A variety of other overall 
\ 

system costs. These overall 
system costs include, but 
are not limited to, the 
following: 
i. Regulation, 



ii. Systems Operation & 
Dispatch, 

iii. transactions settlements, 

iv. dispatch, if different from 
Systems Operation 



One of the most important 
issues in setting transmission 
tariffs is whether to allow 
reglonal variation in such 
charges. 



Transmission Fixed Charge 
= Annual Common 
Cost + annual peak 
demand. 



Computing the 
Marginal Outage 

Cost - a Numerical 
Example 

The table below shows an 
actual computation of the 
avoided cost method. 

The present values of 
the investment costs and 
expected electricity 
production are 
computed, given 



weights for both cost 
and output. 
The average avoided 
capacity charge, at the 
bottom of the table, 
represents the weighted 
average investment cost 
per kwh produced for 
plants put into service 
for this load period. 



In termed~ate Load Plants 
Total PV Total PV kwh % of % of $/kwh 

cap~tal cost t o t a l  t o t a l  
c o s t  kwh 

Type of 
Plant 
hydro 286,901,743 5,690,591,389 64% 43% 0 05041 69 
GT 1 15,909,091 5,206,502,369 26% 39?? 0 0222624 
GCC 43,7,47,115 2,389,206,087 10% 18% 0 01 831 03 
coal 0 0 8? V ?  0 
d~ese l  0 0 O?? V? 0 
011 steam 0 0 O?? 0% 0 

Avg KWH Capac~ty Charge 0 033610 
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Regulatory Commission, 

Mr.. James Fischer 
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Appendix 7 

Design & Implementation 
of an Electricity Sector 

Regulatory Body, 

Dr. Douglas Bauer 



Desian Q and Implementation of an Eiectricrty Sector Regulatory Body 
Dr Douglas Bauer 

1 eaal lssrres related to the creation o f  the regulatow body and the estab1,shrnent -"" 
or ~ t s  mandate and responsro~iities 

Enabirng law (state equrvalent of The Electrrcrtv Regulatory Commrsslons Act, 
1998) 

Compos~tron of regulatory comm~ssron 
Necessary supportrng staff 
Responsrbrlrt~es of Commlssron 
- Tarrrfs 
- Terms and condrt~ons of sehrrce 

- reliabllrty 
- customer cornpiarnt responsrveness 
- power quahty (voltage, frequency) 
- energy effic~ency programs 
- low rncome customer assrstance 
- promotron of renewable energy 
- market entry condrtrons 
- customer ~nterruptron prrorltres 

Role of Hearing Examiners 

Standards for Commlssron decrsron-makrng 
- Transparent declsrons based upon evrdence in the record taken as a 

whole 
- "just and reasonable rates" 
- procedural safeguards 
- notice and opportunrty for bearrng 
- requirements for adequate filings 

a Jud~crai Revrew 
- Who may appeai7 
- Grounds of appeal' 
- Standards of revrew? (e g , "arb~trary or caprrcrous, ' "decrsron not based 

upon substantral evrdence In the record taken as  a whole") (avordance of 
subst~tut~ng factual judgment of courts to that of regulatory body) 



Slanaaement Issues pan~cwarlv staffing crganrzar~ona~ structure and 
cornmunlcarlons 

Cornpositron of Staff 
Necessarv ex~erttse 

- Economrcs 
- Ftnance 
- Engineerrng (power electr~cal, crvrl engtneer~ng) 
- Law 
- Plannrng 

- Strategic Piannrng 
- lntegrated Resource Planning 

Tralnrng of Staff rn utrltty functions (generation, transmrssron drstrrbutron, 
customer services, rncluding DSM) 

Cornmuntcations with publtc 
Ruiemaktng 

- Notrce of hearings and opportunrty for comment by tnterested partres 
- Dtssemrnatton of declsrons 

Notrce of lnqulry (NOI) proceedrngs 
- To reftne/narrow issue definrtion, danfy party posttrons, facilitate 

technlcaf exchange, discern possibfe consensus posrtrons 
- E g , congested transmtssron prtclng, anclflary transmtssron services 

(sptnnrng reserve, voltage control, black start capabifrty) 
- Evaluat~on of new organrzational structures, e g rndependent system 

operators (ISOs) to facrlitate tradrng wrth generators and independent 
power producers 

Not~ce of Proposed Rulemaklng (NOPR) proceedrngs 
- lntegrated Resource Plannrng 
- Industry restructuring 
- Terms and conditions of market entry 
- Responsibiitttes of the is0 

Communrcatrons w~thm organrzattons 
- W~thrn utrlitres (plannrng, rates, finance, engrneenng (especrally 

transmrssron and drstnbution planning), DSM groups) 
- Strategrc planning 
- Busrness plannrng (operational plannrng) 

- Wrthrn the comrnrssion 
- Ex-Parte Rules7 
- Staff-comrntsstoner communrcation (any tlme, dunng a contested 

proceedtng) 



,";mmunrcar~on ~ v ~ m  the Pr?clrc ncrualna Pml~c Q ~ t r e a c n  %grams 
Newsietters oitl sturrers (wno owns unusea s ~ a c e ? )  
C~trzen aavrsorv commrttees 

Rates 
- DSM 

Poircres on rnterruotron or servrce 
Senrrce auairtv 

- Sltlng 
- Plannrng 
- Envrronment 

Coaiitron Burld~ng 

Mechanrsms tor funalng regulatorv boales 
- Charge to utrl~t~es 
- Taxes levled by leg~siature 
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Fundamentals of Pricing, 
Rate-making and Financial 

Techniques, 
Dr. Douglas Bauer 



Fundnmenrais of Prlclne, Rate-malane and F ~ n a n c ~ a i  Technlaues 
Dr Douglas Bauer 

I COST RECOVERY 

4 Re! enue Requrren~ent 

Bane Pnncrute 
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lntroduct~on to Key issues 

THE MARKET SHOULD BE ORGANIZED AND OPERATED UNDER THE FOLLOWING GENERAL 
RULES 

Sell non-contracted output of generation companies to the pool Output that goes to the 
pool wrll be one of the followrng 

- Under contract to System Operator 
- Purchased as peak, reserve, standby, reactwe, or rn another category 

SYSTEM OPERATOR will establish a System Marglnal Prlce at which distrrbut~on 
companies purchase the remarnder of their requirements, erther from the pool or from 
generation companies with surplus capacity (under a system of contracts-for-differences) 

SYSTEM OPERATOR w~ll establ~sh the margrnal price of energy at wholesale level 

Marginal Cost of Electricity = Marginal Energy Cost + Marginal Outage Cost 
(computed from Dispatch) (computed from system expansion 

models) 

and 

System Marginal = Marginal Cost + Costs of + Costs of Running SYSTEM 

Price of Electricity Transmrssion OPERATOR & other 
~nstltutlons 



Compet~tion Rules 

COMPETITION RULES, REGULATED BY CONELEC, WILL ENABLE THESE ELECTRICITY SALES 
TO BE MADE IN A MANNER THAT IS BEST FOR ECUADOR 

These rules will include the following elements 

- Public posting of all MECs and MOCs dally for the prevlous day's tradlng 

- Malntalning a reglstry of all bilateral contracts, including contracts for differences 

- Prov~dlng for regulation of Paute-Masar 

- Oversee~ng and adjusting the proport~ons of lndivldual generation company output 
that w~l l  go to lndrvldual dlstr~bution companies and vice-versa 

- Publish least cost srmulatron results annually 



Competrtron Rules 

THIS CHART ILLUSTRATES THE TRANSACTIONAL AND INFORMATION 
GENERATION AND DISTRIBUTION SIDES 

Large Customen 

F L W "  ON BOTH THE 

Fl ,w of payments 
11 Shareholdem 

I I )K L f ~ n f  >rnwtl I 

FI w >f  p Ir hr rd 
el? In 1ty lolfrom 





B~dding & Spot Priclng 

THE WHOLESALE MARKET WILL GIVE ALL PARTICIPANTS THE INCENTIVES AND THE ABILITY 
TO RESOLVE SHORTAGES OR SURPLUSES 

Generation companies w~l l  contract wlth each other for differences between obl~gat~ons and 
capabll~ties SYSTEM OPERATOR will mon~tor these contracts-for-d~fferences 

A publlc forum available to all market part~clpants (e g , dally newspapers) will prlnt the 
dally Marglnal Energy Cost (MEC) and Marglnal Outage Cost (MOC), with the relevant 
marglnal unlt(s) 



B~ddlng & Spot Prlclng 

THE SPINNING RESERVE OF THE SYSTEM WILL BE AVAILABLE FOR BIDDING 

Generators wrll brd out the reserve at a given time and w~l l  be pa~d  the system marglnal 
energy cost for that reserve plus margrnal outage costs, if applicable 

Requlres a spot prtctng mechanism to balance dally consumption w~th demands 

- Suppl~ers w~thout contracted loads must be able to offer available capac~ty to 
consumers 

- Consumers not fully contracted want a marketplace to sat~sfy their marginal supply 
needs 

SYSTEM OPERATOR will be actlve in the marketplace 

- To purchase capac~ty to meet rts needs 
- To purchase reserves to back bilateral contracts and spot transact~ons 
- To purchase reserves for voltage support and offset reactlve power consumption 



Btddlng & Spot Prrclng 

SPOT PRICING WILL BALANCE DAILY CONSUMPTION WITH DEMANDS, AND PROVIDE 
SIGNALS TO INVESTORS OF EXPECTED RETURNS 

Procedure for spot prrcrng 

- A srngle prrce will be quoted for each prrclng period of the next day (hour or half- 
hour intervals) 

- Spot prrces will be posted publicly 
- Consumers who do not have a bilateral agreement In place wrll use the spot 

prices 

Level of spot prices should reflect the margrnal value of capac~ty to the system 

As system loads increase, MOCs may be hrgher and generators serving marginal loads w~l l  
realrze extraordrnary profrt levels 

Investors will view the MOC as an rndicator of the price for both margrnal and base load 
capacity 



Brddlng & Spot Prlcrng 

SPOT PRICING WILL ENCOURAGE BALANCED INVESTMENT 

Customers will face higher pool prices for load not under contract, as market tightens 

MOC premiums will become the basis for premiums in b~lateral contracts 

Fallrng reserves with consequent rising outage costs will allow generators to realize greater 
prlces for base loads supplied under bilateral contracts 

If prlces continue to rise, investors will find greater expected returns in electr~c generation 
than elsewhere, and they will bu~ld new capacity 

Added capacity will force prices downward in the spot market, reduc~ng premiums in the 
bilateral market as well 

Investors will continue to add capacity unt~l diminish~ng returns make the investments 
unacceptable in light of other opportunitres 



, 

Blddlng & Spot Pr~clng 

SYSTEM OPERATOR MUST ESTABLISH THE COST FOR SERVING A MARGINAL UNIT OF 
CONSUMPTION THIS IS CALLED THE MARGINAL ENERGY COST (MEC) 

SYSTEM OPERATOR establishes MEC by soliciting bids from generators for supply for 
each hour of the next day 

- SYSTEM OPERATOR will dispatch generation to meet marginal demands 
accord~ng to least cost pr~nc~ples 

- SYSTEM OPERATOR may use calculat~ons of MEC in place of b~ds  

> 
D 

IT DOES NOT MATTER WHETHER THE MEC IS BID OR CALCULATED ULTIMATELY, BIDS WILL B ZI 

ESTABLISH THESE COSTS AND THE BIDDING SYSTEM WILL ELICIT HONEST BlDS n 
X 

I 



B~ddrng & Spot Prlclng 

SCHEDULED MERIT ORDER DISPATCH WILL BE ACCORDING TO LEAST COST PRINCIPLES 

Marg~nal Energy Costs (MEC) 

Dur~ng perlods when demand IS strlctly less than the MW of base load unit 1. MEC = P I  
and only Base Load Unlt 1 wrll be dlspatched 

- 

Dur~ng perlods when demand IS strrctly less than the MW of peak load unlts, MEC = P2 and 
only Base Load Un~ts 1 and 2 will be d~spatched 

- Owners of Unit 1 will earn proflts above thelr var~able O&M costs 

Peak 
Load 

- 

Durlng perlods when demand IS str~ctly greater than base load unlts 1 and 2, MEC = P3 
Peaklng plants, whose MECs are greater than P3, will not be dlspatched 

Base Load 1 

- Base load unlts available for peaK d~spatch wrll earn hlgh prof~ts durlng peak hours 

Base Load 2 



Blddlng & Spot Prlclng 

LOWEST BID RESOURCES WILL BE USED FIRST, FOLLOWED BY THE NEXT LOWEST, AND SO 
FORTH UNTIL ALL DEMAND IS MET 

SYSTEM OPERATOR will match staggered supply bids with a forecast of demand to set 
the spot energy price 

The price quoted for the last increment of supply required becomes the spot price for that 
hour 

- All supplrers whose bids are lower w~l l  receive the price of the market clearing 
supplrer ~f they are d~spatched 

- Supplrers who have generation that is not otherwise obl~gated can respond to the 
call for brd by offering all or part of its generation at bid prices 



B~dd~ng & Spot Pr~c~ng 

SUPPLIERS CAN MAXIMIZE THEIR RETURNS FOR SERVING THE SPOT MARKET USING THE 
FOLLOWING PROCESS 

Suppllers should b ~ d  thew marg~nal running costs, cost of fuel, and varlable O&M Thls 
way, each suppl~er IS ensured that ~f he IS dispatched, at worst he breaks even If h ~ s  costs 
are lower than those of what turns out to be the Incremental supply unlt, then he real~zes a 
proflt 
- Suppl~ers that b ~ d  above marglnal cost rrsk loslng to other suppliers whose costs 

are the same and who b ~ d  at cost 
- Suppllers who b ~ d  below marglnal cost rlsk havlng that b ~ d  accepted and hav~ng to 

prov~de electrlc~ty at a loss 

Demand forecasts must be available to all market partlclpants and must be unblased and 
consrstent 

The market must be regulated to ensure that all partles act ~n accordance to the prlnclples 
of competltlon 

Costs for hydro plants w~l l  typically be above the actual O&M cost of supplying electrlclty for 
all per~ods but baseload ones Thus, hydro plants d~spatchable dur~ng shoulder and peak 
per~ods w~l l  obtaln prices In excess of their own MECs 

IF THE MARKET IS CHARACTERIZED BY A LARGE NUMBER OF BUYERS, THERE WILL BE A 
SUFFICIENT DEGREE OF SUPPLY DIVERSITY TO PRECLUDE COLLUSION OR THE EXERCISE 
OF MARKET POWER BY ONE SUPPLIER OR CONSORTIA 



B~dd~ng & Spot Prlclng 

MARGINAL ENERGY COSTS CANNOT CONVEY ALL INFORMATION REQUIRED FOR THE 
ELECTRIC POWER SYSTEM TO OPERATE EFFICIENTLY 

MEC w ~ l l  not rndrcate whether and under what circumstances new baseload capacrty 
should be bullt 

MEC alone w ~ l l  not lndlcate the condltlons for profitable add~trons to hydro statlons that 
enhance the d~spatchabtlrty of such power plants 



B~dding & Spot Prlc~ng 

CHANGES IN RESERVE MARGINS, LOAD GROWTH, RAINFALL, AND OTHER FACTORS AFFECT 
THE ABILITY OF THE SYSTEM TO SUPPLY ELECTRICITY TO ALL CUSTOMERS 

Th~s calculat~on is typically derlved form the capaclty charge that is made for the marg~nal 
plant (normally a combustlon turblne) 

- Appropr~ate prlce s~gnals on the value of add~tlonal capacity w~l l  vary over seasons 
and tlme of day 

- The combust~on turb~ne capaclty charge may not accurately reflect the Interplay of 
all supply and demand factors that affect the value of capacity in the system 

Failure of generat~on units IS a serlous cause of risk for SYSTEM OPERATOR 

WE WILL EXAMINE TWO DIFFERENT CASES IN WHICH SYSTEM OPERATOR IS EXPOSED TO P 
73 
u 

RISK FROM UNlT FAILURE ONE WHERE UNlT FAILURE IS LOW, AND A SECOND WITH HIGHER 2 
UNlT FAILURE n 

X 



Bidding & Spot Pric~ng 

TO SET A BID, THE GENERATORS MUST CONSIDER SEVERAL FACTORS 

The spot price IS established by the bid of the suppliers for the last unlt expected to be 
needed to serve marglnal consumption 

Supplies are d~spatched In the order of thelr blds, from lowest to h~ghest 

Suppliers whose blds exceed those of the last supply unlt have lost thelr opportunity to be 
dlspatched 

P 
-0 

SUPPLIERS MUST BE TREATED EQUALLY AND FAIRLY AND MUST NOT COLLUDE IN SETf ING 73 

2 
DAILY PRICES X a 

I 
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Marginal Outage Cost 

THE EXPOSURE OF THE SYSTEM OPERATOR TO UNlT FAILURE DEPENDS ON THE COST 
DIFFERENTIAL BETWEEN THE PLANNED UNlT AND THE RESERVE UNIT, AND THE CERTAINTY 
WITH WHICH THE LOAD FORECAST CAN BE MADE 

Sources of MEC Exposure 
Exposure depends on the backup cost for the 

unrt that falls 

Sources of MEC Exposure 
The Un~t that falls 1s hacked up at h~gh cost 

lt,js backed up Ip merrt 

I 

Dispatch Capaclty 

Reserve b a d  

Base Load Mrd Load 

D~spatch Capacrty 



Marglnal Outage Cost 

TO BALANCE SUPPLY AND DEMAND, SPOT PRICES MUST REFLECT MORE THAN OUT-OF- 
POCKET COST OF SUPPLY THE MARGINAL OUTAGE COST WILL BALANCE SUPPLY AND 
DEMAND IN A WIDE RANGE OF CIRCUMSTANCES 

A further ratronrng cost IS added to the marginal energy cost derlved from brds received 
from supplrers This IS called the Marsinal Ou ta~e  Cost (MOC) 

When loads are low, supplrers wrll have marginal capac~ty avarlable at relatrvely low prices 
(when compared to contract prlces) and their b~ds to the spot market will be low 

- Customers who can adjust to the attractrve prices and who have margrnal 
consumptron opportun~t~es whose value exceeds those prrces can expand loads 
profitably 

As supplres become more comrnrtted and marglnal costs go up, so do spot prices 

- Consumptron prlces for some users w~l l  exceed the rnargrnal value realized from 
purchasing more electricrty 

IN THIS WAY, THE MARKET COMES INTO BALANCE THE EXCESS OF SPOT PRICES OVER THE 
P 

MEC REPRESENTS THE VALUE OF ADDITIONAL CAPACITY (OR AVOIDANCE OF LOAD u u 

SHEDDING) AND IS REFERRED TO AS THE MOC 
(D 
3 

I n X 

a 
A 
m 



Marg~nal Outage Cost 

MOCs BECOME IMPORTANT WHENEVER THE MARGINAL SUPPLY IS BELOW THE MARGINAL 
DEMAND THAT WOULD BE TAKEN AT THE OUT-OF-POCKET COST 

What if several generation units are out of servlce at the same time, so that many 
customers are In the market seeklng marginal supplies to replace the lost supply under 
various bilateral agreements? 

- The unlts left generating m~ght not have enough capacity to supply the market 
- Under a spot market prlce that relies solely on the MEC, such a capacity shortage 

would result in a spot price that IS well below the marglnal value of electricity 
-- Thls affects the customer who has lost h ~ s  contract supplles and IS 

seekrng base load to serve hrs everyday needs, rather than one wfio IS 

pursuing a marglnal and discretionary opportunity 
-- Th~s type of situation often arises in countries with chronic capaclty 

deficrts, and rt carries large econornlc costs 

SYSTEM OPERATOR would be forced to curtail purchases 

A SPOT PRICE BASED ON THE MEC WOULD NOT SERVE TO RATION AVAILABLE SUPPLY 
AMONG COMPETING USERS, AND SUPPLY AND DEMAND WOULD BE OUT OF BALANCE 

, 





Marg~nal Outage Cost 

THE MAJOR ADVANTAGES OF THE LIBRARY METHOD ARE SIMPLICITY FOR SYSTEM 
OPERATOR AND FOR CUSTOMERS, THE RELATIVE EASE OF PREDICTING THE MOC 

Downsides of the library method include 

- Reliability varies continuously, and this model does not plck up thls factor 

- The MOC value will generally be erther very h~gh or almost nonexistent, giving 
skewed price signals to customers 

- L~brary MOCs may not correspond well with spot market prices or the finer 
adjustments for reliability that are likely to be found in bilateral contracts 

- The method is subject to misinterpretation, manipulation, and misapplicat~on 



Marg~nal Outage Cost 

AN ALTERNATIVE METHOD, BASED ON THE CALCULATED LOSS OF LOAD PROBABILITY 
(LOLP) 

The formula for calculatrng MOC IS srmply 

MOC = LOLP x Avo~ded Capac~ty Cost 

Or alternately, the MOC can be calculated as 

MOC = A Expected Unserved Energy x {Value of Load Lost - MEC) 
A Load 

These advantages over the "lrbrary" method rnclude 

- "True" eng~neer~ngleconom~c representatron of system state 
- Prrces generally vary smoothly over hours, events 
- Prlce patterns vary predrctably w~th observable condltlons 
- Contrnuous varlatron provrdes subscr~bers with greater opportun~tres for response 
- Closest approxrmatlon to a true admrn~stered spot market operatron 
- Well establrshed in prlnclple and practlce in U S and elsewhere 

The drawbacks (whrch prrmarlly apply to the second equat~on) Include 

- Less dlscretron to the system operator 
- Reduced abrllty to market electr~crty uslng arbitrary prrclng 
- Controversy about the value of the unserved energy frgure 



Marg~nal Outage Cost 

THE SPOT PRICING MODEL DEVELOPED FOR ELECTRICITY POOLS PROVliES A SOLUTION 
TO THE RATIONING DILEMMA 

The flnal spot price IS that prlce that would result from a transact~on market where buyers 
and sellers resolved the discrepancies using trades based on maxlmlzing thelr poslt~ons 

There are two maln methods of calculat~ng MOC 

- Using data on past outage costs and applying them whenever certa~n state 
variables call for appl~cation of certaln outage cost levels 

- Calculating the actual cost of the expected outage that IS associated with a 
partrcular level of reserves 





Marg~nal Outage Cost 

IN THOSE CASES FOR WHICH THE LOAD FORECAST GIVES RESERVES THAT EXCEED 
PLANNED RESERVES, THE MOC WILL BE ZERO 

The Case of MOC = Zero 

Pro b 
Outage 

1 Planned System I 
Reserve 

c 
Since reseryes at 
forecast loads 
exceeds planned 
level$, the MOC 
is zero. 

Reserves at Load  orec cast-1 



Marginal Outage Cost 

IN THOSE CASES FOR WHICH THE FORECAST RESERVES AT A PARTICULAR HOUR ARE 
BELOW THE PLANNED RESERVES, THE MARGINAL OUTAGE PROBABILITY OR LOLP IS 
GREATER THAN 0 AND THEREFORE, THE MOC IS GREATER THAN 0 

Non-Zero Outage Costs 

Planned Sys tern Reserve Marg~n 

I \ ( Since Forecqt reserves 1 

* are below ~lanped. the 
marginal ou t&?e 

L- Reserves at Load Forecast 

arobabilitv is qon-zero. / 
m 1 1 1 . m m  

Pr. (Outage 
7 
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Non-Pnce Factors 
Dr Douglas Bauer 

Setvice and Qualitv Performance Stanaaras 

Loss of load pro~ab~ilty 
Design Crrterra for transmrss~on system 

Double contingency7 
Power Quality (voltage, freauency) 
Outage auration cnterra 
Customer servlce criteria (how long to respond to calls complaints etc ) 
Tailorrng and unbundling servrces 
Meeting customer objectives and recognrzrna customer constraints 

Utilltles as '~nstitutions affected with a publrc rnterest" 

Looking, then, to the common law from whence came the rrgnt whrch the 
Constrtutron protects we find that when prrvate property 1s affected with a 
a pubiic ~nterest lt ceases to be juns pnvati oniy 

Britarn s Lord Chief Justlce Hale (1 609-1 676) 

Cited In Munn v lll~nois (1871) a s  the  rationale for the rrght of the state to 
regulated prices charged to the pubiic by a busrness 'affected w~th a 
pubfrc interest " 

What are the "soc~ai objectives in whrch ut~llties are typ~cally involved7 

Resldentral customers 
Avordance of 'undue d~scr~rnrnatron '("farrness or equ~ty consrderat~ons) 
Low Income programs (irfeilne rates, standards on ~nterrupt~bilrty for fallure to 
pay bills, low Income weatherrzatron assistance programs, systems to 
facti~tate contnbut~ons by more amuent rateoayers to pay costs of poorer 
customers) 
Assurance of equrtable sharing w~th other customer classes of benefits of 
competition 

Commercral/~ndustnal customers 
lndustnaf/comrnerc~ai development (rates that for certain customers, may 
recover oniy vanabfe costs plus nomlnai contnbut~ons to fixed costs) 
Ta~iored end use programs to enhance ~ndustrrallcornmercrai productrvlty and 
competrt~veness 
Revofvrng fund financed DSM demonstratrons 



Governmen~a~~soctetat oDtectives cwhtcn utilrtres are ev~ecrerf to advance1 
Demana Srde Management r DSM) ana energy emctencv programs 
Development of renewa~le resources 
Envtronmentai Protection 

8 Research and Devetoument 
8 Fuel drversttv 

S~tlng criterla 

Responsioriity for licensing, and how thls regulatory tunctton IS managed 
8 Nuclear power ptants (Nuclear regulatory commrss~on) 

Certificate or Publrc Need and Necessrty (for project approval as prudent) 
S~trng processes (In Mass heads of Public Utrllty Commrss~on 
Environmental Commrssion others) 

Programs for clean energy, renewable energy and energy efFictency 

Integrated Resource Planntng 
Emerglng role of Markets tn shaprng generation chorces 
Portfolio standard for renewable energy 
Green prrctng 
Contrnued support of renewable and efficrency programs (but an end to 
rebates) 
Revolving Fund DSM Demonstratton Projects 
Emlssron Caps and Tradable permtts for SOX, NOX, GHGs 
DSM Needs Assessment Studtes (Chlna) 
DSM Ltarson Group (APEC) 

Role of Regutator In ~mplementtng government socral poltcy (partrcularly pnce 
subsidles) 

8 Set u p  goats expectations but leave flextbilrty on means of attalnlng them 
8 Learn from experience (E g DSM has been an experrmental journey in the 

U S Some programs worked others didn't Issues extend from technotogy 
through program detarls and customer preferences ) 

Prlce subsrdres 
make costs transparent - both accountrng (hrstorrc) and rnargrnal costs 
If there be subsldy, make tts basts or rationale expl~clt 
Admrnrster subsrdres, a s  far as possrble, outslde the tanff system 
Avord "unreasonable ' drscrrmrnat~on 
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The purpose of this presentation IS to lay out the form 
of the wholesale market and to set forth the rules for 
the transacbons wthin that market. These rules and 
reb-uiafions ulll Include both spot market transact~ons 
and free power purchase. 
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Market Structure 

Generation-Side Issues 

Some of the key generation-side issues represent 
different parts of the same questions. 

Fixmg the proportion of the market that will be 
priced competitively v. that whch will be pnced 
m the "fixed" market is not Independent fiom the 
orgaruzabon of the generation side. 

The nature of bilateral contracts can vary greatly 
Under the scheme proposed below, bilateral 
contracts ulll be at the heart of the restructured 
electricity transacbons market and will be used to 
enhance the transition to a competitive market. 

Finally, providmg a competitive and structurally 
compahble role for the Paute hydroelectnc 
complex wl l  go a long way toward mitigatmg the 
problems that are associated with constructmg a 
market that accounts appropriately for the value 
of hydro output, especially for P aute-Masar . 

January 3,1999 
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The proposed structure of the wholesale market is 
Intended to provide as great an Incentive as possible 
to generahon and distribution companies to become 
actwe m tradmg and contractmg for capacity and 
energy on thelr own. Essentially, we envision the 
market to be orgamzed and to operate under the 
following general rules: 

a)Four or five generation companies will be 
formed, each with thermal and hydro assets; 

b)Paute-Masar will be established as a pnvate 
company, with shares equally divided among 
the four or five ongmal generation compames 
and the government and unions, as specified m 
the Electnclty Law; 

c) Paute-Masar will be dispatched by CENACE.1 
That IS, the company wlll not be able to either 
flood the electricity market or to wlthhold its 
output m order to Influence pnces; 

d)New generatron companies may be established 
by thelr owners around new generahon assets 

1 Please note that CENACE acts ~n the role of the %dependent system operatorn or IS0 

Therefore, documents or stud~es that refer to the IS0 are appl~cabie to CENACE and to 
its role In the restructured electricity market In Ecuador 
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but will be subject to the same pool rules as the 
other generation companies; 

e) Initially, the generabon companies will sign 
bilateral contracts with the distnbutlon 
companies equivalent to 90% of the 
distnbutlon compames annual demand. The 
distnbution companies will purchase 
electricity from at least three generation 
companies. The generation companies will 
obligate no more than 90% of thelr output, 
lncludlng ther shares of Paute-Mazar, to 
bilateral contracts; 

f) The remamder of the generabon compames' 
output w11 be sold to the pool. Output that 
goes to the pool will be either under contract to 
CENACE or will be purchased as peak, 
reserve, standby, reactive or other categones of 
services; 

g)For each relevant time penod, CENACE will 
use the Marpa l  Energy Cost computed fi-om 

January 3 1999 



Competition Rules and Regulation of the 
Generation Market 

CONELEC will have sigmficant powers d m g  ths 
trar~sitional penod. Its duties vis-a-vis the pool 
should Include the following 

1 review all bilateral contracts, retainmg 
the ability to even up abusive contract 
terns; 

2. oversee the rewnte of bilateral contracts 
after year 2; 

3. retam the ability to speed up or slow 
down transition to pool purchases, as 
dictated by development of trading slulls 
m distnbubon companies and generabon 
compames and by the formation of new 
generation compames; 

4. perform studies of contractmg 
efficiencies and assessment of bid 
patterns for evidence of collusion or 
garmng of system; 

5 .  provide advice to the government with 
regard to the competihveness of the 
market and the ability to allow large 
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hydro mstallations to operate 
mdependently ; 

6. establish a bidding market for cold 
reserve, reactive power and, eventually 
peak power and other electnc~ty 
supp hes; 

7. set out the types of electnclty sales that 
are permitted m the system and 
associated rules. 

7 January 3,1999 
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Sales Options for Generation Companies and 
Associated Structural Issues 

In the system envisioned above, all of the generat~on 
compames and distribution companies, except Paute- 
Masar, would be able to engage in vanous forms of 
bilateral contractmg. In parhcular, the generation 
compatlles and rndependent generators would find 
themselves with the follow~ng sales options. 

1. sell to the pool 

2. sell to distnbutlon companies directly 
(bilateral contract) 

3. sell to large customers d~rectly (bilateral 
contract) 

4. sell to another generaQon company to make 
up a shortage (bilateral contract) 

5. sell to CENACE 

6. make pnvate arrangements wth  power 
brokers (contracts for differences) 
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Competition Rules Will Enable These Six Types of 
Electricity Sales To Be Made In A Manner That Is 
Best For Ecuador* 

The desiderata for such sales contracts and 
agreements includes, at a m m u m  the followmg: 

low transactional costs; 

a hgh degree of compebtion; 

a forum for redress of competitive or 
contractual problems. 
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The consultant has looked at the type of compebtive 
envronrnent that would best foster an efficient 
transition to a competitive power market. We have 
tned to remam mmdful of the parbculars of the 
Ecuadorian situafion, both w~th  regard to the 
dependence on hydro and to the relatively small size 
of the system. It is envisioned that the regulator, 
CONELEC, will provide a set of competition rules 
wth the followmg elements: 

publicly posting of all MECs and MOCs daily 
for the next day's tradlng 

mamtamg a registry of all bilateral contracts, 
includmg contracts for differences 

providing rules for d~spatch and regulation of 
Paute-Masar 

overseemg and adjustmg the proporbons of 
mdividual generation company output that will 
go to mdividual distnbubon compames and 
vice-versa 

publish least cost simulahon results annually 

dispute resolubon fora to adjudicate disputes 
between pmes 

January 3 1999 
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Electnclty, Money and Informatron 
Flows 
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Assuring competition in the generation 
market and providing a positive, competitive 
role for Paute-Masar 

One of the signal difficulties m the current structure of 
electricity generation m Ecuador is the dommant role 
played by the Paute plant. Even with planned 
additions to the system, the addition of the Masar dam 
and its storage will keep Paute at its current share of 
the capacity market, about 37-3 8%' for the next few 
years. For the transition penod foreseen in this 
pro3 ect, the Paute complex mll dominate the 
landscape in Ecuador' s electnc power system. 

Since the Paute complex represents such a large 
proportion of both investment and generahon capacity, 
ob tamg the greatest degree of performance from the 
complex will be essential to realizmg the potential 
economic gams from power sector restructuring. We 
propose then, that the Paute complex be orgamzed as a 
private generahon company with ownership to be 
allocated among the four or five other generation 
compames, as well as to the unions and the 
government m a manner consistent w t h  the divestiture 
and ownership provisions of the Electricity Law. 

January 3,1999 



Under such a system, each generahon company 
initiallv d formed would be allocated a share of Paute 
that was equal to its firm capacity as a proportion of 
non-Paute firm capacity m the system overall. The 
sale pnce of the generation company would then 
represent the value of Paute as well as whatever other 
thermal or hydro capacity the company was purchased 
by the Investor m the restmcturmg. Such an allocation 
would serve to stabilize the sale pnces of the 
prospectwe generahon compmes, slnce none of them 
should be vulnerable to predatory achons by an 
Independent Paute company. Dispatch of Paute would 
be given to CENACE and the plant would be run so as 
to m a x m e  the value of output fiom the complex. In 
other words, Paute-Masar would normally be the first 
plant dispatched but water would be retamed m a 
manner consistent with an overall least cost operation 
of the electnc power system. Such a mode of 
operation would help to stabilize the pnce of 
electncity and might obviate the perceived necessity 
for maintamg a pnce stabkatlon fund for 
electncity. 

Over tune, perhaps six years or more, the electncity 
market might expand enough that the share of Paute 
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would fall to 25% or less. If that occurs, then it is 
conceivable that the plant could be spun off fkom the 
other generation companies. However, as long as 
Paute is so large a proportmn of the total generation 
capacity, it makes sense to shleld the emergmg 
electricity market fiom such a concentrat~on of power 
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Allocating Paute-Masar to Newly Formed 
Generation Companies. 

Shares of 
Paute-Masar 



The flows fiom Paute-Masar to the vanous generation 
compmes are money flows only That is, the Paute- 
Masar company does not act Independently m the 
market. The vanous shareholders cannot drect the 
company to provide electncity to its own bilateral 
customers. However, the shareholders may take 
account of their share of Paute-Masar when 
determmmg the deliverability of electncity to 
bilateral customers. 

How to allocate shares in Paute-Masar to the newly- 
formed generahon compames? 

1 Sum up each of the newly-formed generahon 
companies' firm capacities without Paute- 
Masar ; 

2. Add these figures together and allocate shares 
of Paute-Masar on the basis of the proporhon 
of firm capacity held by each firm; 

3. In the flotation of the shares m the newly- 
formed generahon compames, Paute-Masar 
will be gven an implicit value that will be 
returned to INECEL as its share of overall 
pnvatuation receipts. 
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Transact~on and Informat~on Flows 
Customen 

Luge Custom 

Row of paymmb 

Rowdlnfomu 
fmm Dsprtch 

flow of purchrcd 

liansrmtwon 
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Appendrx 12 
Government of West Bengal 

Department of Power 
New Secretariat Buildings 
1,  K. S. ROY Rd,, 7 t h  fl,, 
Block-A, Calcutta-700 001. 

Dated C a l c u t t a ,  the 6th January, 1999. 

N O T I F I C A T I O N  

In exercise  of t h u  power conferred by Sub-Sectlon-l of Secol'l 
of tne Electiicity R e g ~ l a t o r y  Conmission's Act, l998,  (No.14 of 199E 

t h e  Governor  has  baen p l e a s e d  t o  c p n s t i t u t e  t h e  West Bengal d 
E l e c t r i c i t y  Regulatory C o m i s s i o n ,  

The C o m i  ssion shall c o n s i s t  of thrse members including the 

Chair-person t o  be  appointed by  t h e  S ta te  Government i n  terms o f  

provision of Sec.17 (6) and (7)  of t h e  A c t .  

The C o m ~ s s i o n  shall discharge  the powers and funct ions  a s  
conferrod to i t  i n  tho E l e c t r i c i t y  Regulatory Cornmission's Act,1998 

and any other functions tho Government of West  Bengal m a y  notify 
further from t i m e  t o  time, 

The head o f f  ice of the Comission shall be in Calcdtta, West 

The Cornissfon shall be a body c o r p o r a t e  b y  name aforesa id ,  
having p e r p e t u a l  succession and a c o m o n  s e a l  w i t h  power t o  acquire 

hold and dispose of proparty, both movable and irmovable and t o  
c o n t r a c t  and shall by t h o  s a i d  name, sue or be sued, 

Tho Chairperson of the C o m i s s i o n  shall be the Chief Executiv 
of the said Commission. 

BY ORDER OF THE GOVERNOR 

S. BARMA 
Secretary t o  the Govt. of WeBengal 
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PUBLISHED BY AUTHORITY 

Dl I m, 2, I998 I 11.1920 
No. 291 NnV DEWL THURSDAI: JULY 2 1998 I A d h a  11. I9ZD 

Smmtc pafag IS QW to thrr Part tn order chat if ntiv be iiled as n repante mmprhuon 

MINISTRY OF uw, JUSTICE AND COMPANY AFFAIRS 

(Legxsiative Department) 

New Deih. xhe ad 11ci1 f Y 9 I V A d .  I I. I YZJ ( S ' I  

The ioibwtng Act c ~ f  P~frvrrcnt rccczvcd the assent o f  the frcszdcnt an rhc 2nd Jufy 
1998 and 1s hcrcfty puhf~shd for pcncni ~nfonnauon-- 

'I'E ELECI?ZICTTY REGULATORY COMMISSIONS Am 1998 

BE 11 -gd by Pdruncnt rn the Fony-nmxh YCY of LhC Rqluhirt of  Indu as 
fotlows - 

* 

CHAPTER I 

L ( I )  &, ~ c t  may be d j e d  the Sc~uxy Re@:ory Commrss~ons Aa. 1998 BM 
t w t  md mlr 

(2) 11 exfa& to the whole of India cxapt :he Stare of lumnu and Kadrmtr. meoenncrp 

(3 It shall be dtemcd lo fiam eomc Into force on rhc Zfi dav of Apni. 1998. 
1 9 ~  
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(2) T h c  C c n ~ n i  Cnmmrsslon snail be a nnov comonte hv the namc ntoresala havtne 
perpctuai succc\ston and a common seai wrtn powcr to acquirc nold and drsonsc or propmv 
bath movabtc and ~mmovablc and to contract and shaH h) thc sarct namc suc or be sued 

(3) The head office of the Centrat Cammlssron shall bc at such place the Ccntral 
Govcrnmcnt may by notcficat~on In the Offictal Gazcttc spcc~iy 

( 4 )  The Ccnlni Commrssron shail consist 01 thc foilowing Members nameiv - 
(a) a Charpenon and three othcr Members 

(6) thc Chatrman of the Centrai EIectrrcaty Authnntv apporntcd undcr suh- 
sectron (3) of sectton 3 of the Elecvtcrty (Supply) Act 1948 who shall be thc 
Mcmber. ex oficro 
(5) The Chalrpmon ~ n d  thc other Mcmhcn of thc Ccntni Commrsslon shail hc 

apporntcd by the Cenmf Govcrnmcnt on rhc rc~nmmcndatton of the Selcctron Commtttcc - 
rercncd to tn stcllon 5 

Prov~dcd that norfitng conmncd an thrs sub-scct~on shall appiy to the appotntmcnt of 
- - a pcnon as the  eno on, where such person IS or h a  bccn o Judge of thc Supreme 

Coun or the Chlcf Jusucc of a Htgh Coun 

4 (1) The Chsllrpcrson and the Membcn of the Ccntnl Commrsslon shall bc persons uu;rI~fict;~on 
hmlng adequate knowledge expcncncc or shown capactty In dcaitng wrth pmbfcms rciat~ng ll*WwnI- 

to cngtneenng, law, economics commerce finanrc or managcmcnt and shall he appointed of C h w p c m n  
YUIOthCTMmb 

in the iollowrng manner, namely - bcn of Cur~ni 
(a) one pcrson havlng qualtficatlon ,~nd cxpcncncc rn thc field of cnglnccnng G ~ o h  

wtth specraltsatton In generatton, tnnsmr\\rtln or drstrrbutron of cfcctncxty. 

(b)  one pcrson havrng qualtficatton and cxpcnencc rn thc ticld of finanre and 

(c) two persons havtng quaitfimton and cxpcncncc In h e  ficld of cconomrrs 
commcrcc law or management 

Rowded that not more than one Member shall bc appointed under the s m e  
category undcr clause (c) 

(2) Notwtthstand~ng anyhtng contruncd rn sub-sectton ( I ) .  the Centnl Govcrnmcnt 
may appolnt any pcrson as the Chlrpcrson irom amongst pcnons who IS or has hccn a 
Judge of thc Supnmc Court or the Chtcf Ju\trce of 9 Htgh Caun 

Pmvrdcd that no appotntmcnt under thrs sub-sectton shail be made exrept aitcr 
consuitatton wrth the Chrcf Justtce of Indta. 

(3) The Chairperson or any other Member of the Ccntni Commrssron shall not hold 
any other office 

(4)  The Charperson shdl be the Chrcf Exccutrve of thc Ccntnl Commlsslon 

5 (I) The C c n d  Government shall for the purpose of sub-sccuon (5) of scctlon 3 Const~ru~on of . . 

constrtutc 3 Scfectton Commlttct congrstlng of- * 

(a) Member of the P lmrng  Commtuton rnchargc of 

Sclat~on Corn 
m m ~ ~ i o m m  
mend Mcm 

thc energy sector --€hatrpenon krr 

(b) Secrsmy-~n-charge of the Mrnrstry of thc Central 

Government drallng with thc Depmmcnt of Legal Affaars --Member: 
(c )  C h r m a n  of thc Public Entcrpnses Sclcrtron Board - 4 c m h c r :  

(d) a pcnon lo be norntnated hy the Centnl Governmcnt In 

accordanre 41th sub-secaon (2) --Mcmbcr 

(e) a pcnon to he nomtnatcd by the Centnl Govcrnmcnt 
rn accordanre with sub-sectlon (3) --Mem bcr: 

a Secntary-ln-chqc of thc Minrstry of the Centrai 
Government dcdrng wtth Power - 4 c m b e r  



(b) not accept any comm& employment for a pcnod of two vc;trs fmm 
the date he ceases to hoid such office and 

(c) not represent any penon before the Central Commlsslon or a Slate 
Commtss~on rn any manner 

Erpfanatwn- For the purposes of this sub-sewon,- 

(i) "cmpioymmt undcr the C c n d  Government or the Stare Govmment" 
tncludu empjoymcnt under any iocal or other authority wlthln the temtory of 
Inha or under the control of the Ccnlrai Govmment or State Govmment or 
under any corporauon or soclety owned or controlled by the Government 

( t i )  "comm#crd empioyment" means employment in any capacrry under 
or agency of. a person engaged in nadrng, commercial, tndusxnai or finanual 
buslncss m the eiectnctty rndusvy and ~nciwics also a director of a company or 
partner of a firm and it also inciudcs scurng up pracucc either lndependentiy 
or as panner of a f i n  or as an advrsu or a consultrznt 

7. (1 )  Subject to the pmvlslons of sub-sccuon (3), any Member of the Central R-dof 
Commtssron shall oniy be nmoved from ius office by order of the President on thc ground M a n b a r  

of proved mrsbchaviour after the Supreme Court. on reference being made to it by the 
Presrdent. has, on an Inquiry, held rn acuudylce w ~ t h  the pmctdwc prrscnbcd in th.rs M f  
by h e  Supreme Cow, reported that the Member. ought on any such gmund to be nmovtd. 

(2) Thc Pns~dcnt may suspend any Member of the Centrai Commtss~on rn rtspcct of 
whom a reiexnce has been made to the Supreme C o w  under sub-scctron (I) unul the 
Resident has passed an ordcr on rcurpt of the repon of thc Supreme C o r n  

(3) Notwrttrstandrng anylfrlng conmned rn sub-scctron ( I ) ,  the President may by 
order removc from office chc Charperson or any other Member ~f the Charpenon or such 
other Member, as the case may be,- 

(a) has been adJudgcd an insolvent. or - 
(6) has been convicted of an offence whlch, In the oplnron of the Ccnvaf 

Government, tnvoives moral turprtudc. or 

(c) has become physlcaiiy or mentally rncapable of actlng as a Member or 

(d) has acqulrcd such financrai or other lnterrst as 1s ilkeiy to affect prejua~c~dly 
hrs functrons as a Member; or 

(c) has so abused hxs posluon as to render h ~ s  continuance In office pqudlclai 
to the public Inurest 

(4) Notwrthstandrng anyth~ng contaned In sub-section (3). no Member shall be 
removed from h ~ s  office on the ground specified In clause (d) or clausc (e) of that sub- 
secuon unless the Supreme Court. on a refercncc bemg made to 11 In thls hehaif by the 
Prcsrdcnt, has. on an rnqulry, heid by lt in accordance w ~ t h  such procedure as prcscnbcd In 
ths btfralf by the Supreme Court, nporttd that the Member ought on such ground or 
grounds to be nmoved. 

8 (1) The Central Commrssron may appoint n Secnmry to exerclse and perform om-of 
under the conmi of the Charpenon such powers and dutles as may be spccrfied by bid 

eguiauons madc by the Central Comm~ssron Cornmumon 
and ohcr sraff 

(2) The Central Commlsslon may, wlth thc approval of the Central Government 
determtne the number, nature and categories of other officcn and empioyecs requlred to 
assist the Central Commission m the dxschvge of lts functxons 

(3) The salanes and allowances payable to, and other condluons of servrce of the 
Sccrcrary, officenand other empioyees shall be such as may be derermxned wlth the approval 
of the Central Government, by reguiauons 



1 

THE GAZEI?E OFINDIA EX~RAORDINARY Appendrx 13 S s c I I  

(b) to rrguiatt the tanff of generaung comoanrcs other than those owned or 
conuoiied by the Central Government spccrficd in ciause (a). tf such gcneratlng 
companlu enter into or otherwtse have a composite scheme for generation and sale 
of dcmcrty  In more than one State, 

(c) to regulate the rnter-State transmrssron of en- rnciudmg tanff of the 
VaLlSMSSron U~IIIUCS, 

/ (4 to promote compeuuon eficlency and economy tn the acuvrtrcs of the 
elecmc~ty mdustry, 

(e) to atd and advlsc the Central Government tn the formuiauon of tanff pohcy 
whtch shall be- 

(0 far to the consumers. and 

(19 facllrtatc mobrirsat~on of adcquate resources for the power scclor; 

V) to assouate w~th the envlmnmentaf regulatory agcnucs to develop appmpn- 
ate poirclw and pmccduru for envtmnmtnfai rcgulauon of the power scctoc 

(g) to frame gu~deilnes rn matters rciaung to ebctnaty tanff, 

(h)  to arbxvate or djudlcate upon dtsputcs lnvoiwng gentraung companres or 
transmmon utlilttes rn regard to matters connccrcd w ~ t h  ciauscs (a) to (c) above, 

(ti) to ad and d v n c  the Cenvai Government on any other matter nfcmd to 
the Ccnval Cammrsston by that Govcrnment. 

14. (1) The C e n a i  Commlsslon may, by notrficatron, establrsh wlth effect from ~eaa l  
such datc as rt may specify tn such notrfiwon a Commrttee to bc known as the Cenaai Ad- 

Adnsory Comrnxtuc Commma. 

(2) The C c n d  Adv~sory Commrttee d d i  consist of not more zhn hmy-ane mcmben 
to v e n t  the Interms of commerce. rndusrxy. transport, agncutture. iabour consumers 
non-governmental organlsauons and d c m r c  and research bodies xn the energy sector 

(3) Thc Chrpcnon  and Mernbcrs of the Central Commlss~on shall be the ex o#cxo 
Charrpcnon and u: oficto Members of thc Centni Advisory Commrttee 

15 The objens of thc Ccntrai Adv~sory Committee shail be to advlsc the Central O b m o f  

Comm~ssfon on,- camd 
Advisory 

(0 major qucstrons of poilcv, CO- 
1 

(10 matters reiatxng to quahty, cont~nurty and extent of semce  provrdd 
by the i~ccnscs. 

(1x9 compirance by the Ilcenstes wth  the cond~uons and rcqurcments 
of therr i~cencc, a 

(rv) protectton of consumer rnterrst, and 

(v) energy supply and overall standards of performance by uttllues 

16. (1) Any person aggrieved by any dccrsron or order of the Centrai Commrssron ~ p p s l t o  ~ g h  

may fiie an appeal to the Hrgh Court. 

(2) Exccpt as aforesad no appeal or rcvlslon shall Ile to any court from any decrs~on - 
or order of the Centd Comrnlssron 

(3) Every appcai under h s  sectlon shall be preferred wtth~n sixty days from the date 
of communrcaaon of thedcclsron or order of the Cenaal Commslon to the person aggnevcd 
by thc s a d  dcctsron or order 

Provrdcd that the High Coun may entenan an appeal after the exprry of the sad  
period of stxty days ~f I C  1s sausfied that the nggnevcd person had sufficrent cause for no1 
prcfemn? the appeal wlthln thc ptnod of srxrv days 



(6) Before ncornmendtng any person for appornrment as a Member the Scfccrron 
Commrtt~ straii s w f y  rueif that such penon d e s  not have any financlai or other tntezst 
whtch is ltkely to a f fe t  pr~~~dtcaaiiy fus funcUonz as a Membu 

19 (1) The Charperson or other Member shall hold ofice as such for a term of five rmafoifvr 
years from the date on whtch he tnte& upon hls ofice but shall no1 be citglbie for S W a  

rcappotnunent Jllotlnnrnond 
u h  

Pmvrdcd that no Chartperson or other Member sMl hoid ofice as such after he has ~ ~ o i  

(a) rn the case of h e  Chaarpmon. the age ot srxry-five ywz. and s d ~ e m k n  

(b)  m Ihe case of any other Member. the age of saxty-two years 

(2) The sdary and allowances payableto. and the other terns and condttrons of 
s m ~ c e  of the Members of the State Commrsston shall be such as may be pmcnbed by the 
Slate govern men^ 

(3) Thc salary, allowancu and other condtttons of servtcc of the Members, shall not 
be w e d  to thcrr dtsadvmtage after apporntment 

(4) Every Memkr of the State Commrsston shall beiom entcnng upon hts office, 
make and subscnbc to an oath of off= and of s c c q  tn sucn form and In such manner 
and before such authority as may be prescribed 

(5) Notwrthstandlng anythrng contlllned rn sub-sccuon ( I )  or sub-sectron (2). a 
Member may- 

(a) rchnqursh hrs office by grwng m wntlng to the Governor nouce of not less 
than t h e  months, or 

(b) be m o v e d  from hrs ofice an accordance with the provrsrons of S C C U O ~  20 

(6) Any Member aasmg to hold office as such s h a i L  

[O) be rncirgble fu httrr cmploymat rmda the Canal Govamnent a any State 
~ f o r a p c n o d o f t ~ ~ ~ f r c r m  thedatehe-to holdsuctroffict; 

(b) not a c q t  any commanal employment fgr a ptnod of two ycan from the 
date he cwu to hold such oficc. and 

(c) not npnscnt any penon before the Ccntrai Commlssron or State Commts- 
slon m any manner 

&@an,ano~--For the purposes of thrs sub-sectton,- 

(0 "employment under the Central Government ar underthe State Government" 
r n d u d u  employment under any iocd or other authonry wrthrn the tcmtory of Indta 
or under the c o n d  of the Chaal Government or a Stace Government or under any 
corporation or socrcty owned or conmlled by the Government. 

(ui " m m d  em!'Jio~ment" means cmptoyrnent rn any wpactty under, or 
agency of, a pcnon eagagd m aadmg, commcrctal, ~ndusvlai or financed busrnus 
In the eicctnuty lndusay and mhdes also o drnctor of a company or panner of a 
fm and 11 also tnciudcs s u n g  up pncucc erther tndcpendcntiy or as partner of a 
fm or as an advlstt or a a~~suha~t. 

20. (1) Subject to the p ~ l s l o ~  of sub-sect~on (3). any Member of the State ~aovnlof  

Commlsrxon shaii only be nmovcd from h ~ s  office by order of the Governor on the ground Mm 
of p r o v e d r m s ~ v ~ o u r a f t u ~ ~  High Caurt, on reference betng made to rt by the Governor 
has, on rnqurry, heid m a c c ~ ~  wtth the pmccdurc prcscr~bcd In that b M f  by the 
Htgh Corm. qorrcd that the Mmbu. ought on any such gmund to be removed 



(6) tn sub-sectton ( 3 )  of scctron 9 the backets ana woms (rncluam~ [he 
Member u oflczo) skdi bc omrttcd 

Sutc ~ d w s m  24. (I) The State Commrssron may4 by nouficauon esrabish wtth effect from sucn 
Comnrmac date as IC may sptc~fy rn such notlficatron a Commrttce to be known as the Sme Advrsorv 

Commtttee 

(2)The State Advrsnrv Commlttcc shall cons~st of not more than twenty-one members 
to represent the Interests of Lommercc, industry, tmspon. agncttlturc, labour, consurnen. 
non-governmen~i organlmons and acadcmrc and research bodrcs In the energy sector 

(3) The Charperson and the Members of the State Commrsslon shall be u oficto 
Chairperson and ex nflcrrn Members of the State Advisory Commrtw. 

Obms of 25. The objects of the State Advrsory Commrnet shall be to advrse h e  Commrssron 
StYcAdvlray on- 
Camrmac~ 

(0 major questions of pohcy, 

(19 martcrs rclaung to quairty, conunrtlty and extent of smtcc  prowdcd 
by the ircensees, 

(ui) compfrance by lrcensees wth h e  condrtrons and nqurremcnrs of 
therr i~cence, 

(CV) pmtcctron of consumer rntcrrst, and 

( v )  energy suppty and overall standards of performance by uulrucs. 

Reprcmmma 26. The State Cammtsuon shaii authonse any person as rt deem fit to represent the 
kfm- ~nfCrUt of the comxmcn m ail the pmcccdtngs before t t  
CarmauMn. 

~ p p d  to HI& 27. (I) Any person aggnevcd by any decnron or order of the S w  Commrss;on may 
counln-n fileanappcal totheHrghCaurc. 
arcI 

(2) Except as aforesatd. no appcai or nwsron shall: Ire to any c a m  fmm any decrston 
Or order of the State Commrssion 

(3) Every appeai under rhls scctron shall be preferred wtthln srfty days from the date 
of commun~cauon of the decrsron or order of the State Commrssron to the puson aggncvcd 
by the sad dectsron or order 

Rardcd that the Hlgh Coun may entenan an apped after the explry of the sad 
penod of srxty days d 1t a sausfied that the aggnevcd person had sufficrent cause for not 
pnfemng the appeai wrthln the sad pnod of srxty days 

DetcmPNMa 28, ?he Central Commrssron shall detrrmtne try reguiauons the terms and condruons 
ofwnff by for fixauon of tanff under ciauses (a), (b) and (c) of seuron 13. and m dorng so, shall be 
Ccarni 
Conmnmoa 

gruded by the foiIowrng, namciy - 
(a) the gencratxng companaes and transmassron enutres s M I  adopt such 

pnnc~pics in order that they may e m  an adequate rrnan and at the same omc that 
theydo not expio~t therr domtnant posnron an the gencrauon, salt of eiecmcrty or rn 
the inter-State transmrssron of eiecmcrry. 

(6) the factors whtch wouid encourage effictcncy. econom~cal use of the 
resources, good pcrformancc optlmum Investments and other matters whrch the 
Ccntd Comm~sston consrocn appropriate, 
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(c) nauond power pians tormulilted bv the Ccnaai Govenuntn~ am 

(d) sucn financiai pnnapies and therr apprxcauons contarncd In Sctreaule VI 
to the Eieemclty (Supply) Act, 1948 as the Commxsuon considers appmpnatt 

r). (I) Notwtlhstanhg anythzng c o n t d  in any other law. the tanff for maa- a-- 
State aansmlvrm of elccmtlty and the tanff for suppiy of elemcity, gnd, w h o i d e  ofpnffby 

bulk or nmi. as the case may be, rn a State (hcrcinancr r e i e d  to as the ''tariff shall be 
subject to the provisrons of thls Act and the m f f  shali be determrncd by the State Cormmnm. 

Commrsslon of that State in accordance wth the provisions of thrs Acf. 

(2) The State Commtssron shdi d t m n e  by rcgulauons the tcnns and conmuons 
for the fixauon of tanff. and m do~ng so, h i 1  be gudd by the followtng. namely - 

(a) the pnncipies and thexr appiicattons p v r d c d  m stcuons 46.27 and 57A 
of the EIecrncrcy (Suppiy) Act, 1948 and the Sixth Schcdule herem, 

(b) m the case of the Board or its successor enuues. the pnnaples under s m o n  
59 of the Elccmclty (Suppiy) Act, 1948, 

(c) fhat the tanH progressiveiy reflccrs the cost of suppiy of cicctnaty at an 
adequate and impmvrng ievei of eEcrency, 

(d) the factors which wouid encourage efficiency, economrcaf use of the 
rrsources, good performance, opumum invesrmenfs. and other mattcrs whrch the 
Statc Comm~ssron considers appropriate for the purposes of tfus Act, 

(e) the r n m u  of the consumers are safeguarded and at the same ume !he 
consumers pay for the use of electnary in a reasonable manner bascd on the average 
cost of suppiy of energy, 

(D the demcrry generanon. aamnlssion. dxsmbuxon and suppiy an conducted 
on commcrcd pnnaples: 

(g) n a u o d  power plans formdated by the Cenaal Government 

(3) The State Cornmion,  whrlcdetmn~nrng the tanff under h s  Act. shall not 
show undue prcfutncc to any consumer of cicctncxty, but may d~ffercntratc according to 
the consumer's load factor. power factor. t o d  consumpuon of energy dunng any specrficd 
pcnod or the ume at wh~ch the suppiy IS rcqulrcd or the geogmphld posltlon of anv area 
the nature of supply and the purpose forwhdi  the supply IS rcqruruf 

(4) The holder of each llccnct and other persons lncludrng the Board or ;ts successor 
body authonscd to transrmt. sell. drstnbute or suppiy ekcmcrty whoiesalc. bulk or rcml 
m the State shali observe the metfiodoiog~cs and pmcedu[es specrfied by the State 
Commss~on from ume to tlme In dculaung the expctted revenue from charges which he 
IS permlucd to recover and in determrlung tanffs to coliect those revenues 

(5) If the State Government rquncs the grant of any subsrdy to any consumer or 
class of consumers In the tanffdetcnnrncd by the Stare Commlssxon under this sectron the 
State Government shall pay the amount to compensatethe person af'fccted by the grant of 
subsldy In the manna the State Comrmsslon may as a conduon for the license or 
any ocherpusonconcemed to ~mpiement thesubsrdy pmvlded for by the State Government 

(6) Notmthstanding anything contsuncd In sctuons S7A and 57B of the Eiecmcrty 
of 1948 (Suppiyj Act. 1948 no raung commi~eeshali be consututtdafm the date of commenccrnent 

of thrs Act and the CommISsZon shall scnne that the Iiccnsccs compiy wrh the pmwsxons 
of therr ilcence sgardrng the charges for the sale of eiecu~city both whoitsale and retati 



thereon shall bt f o r d  annually to the State Government by h e  State Commssron and 
the State Govemmcnr shall GUISC thqawrt rtport to be lard. as soon as may be mur rt IS 

f t~~rvcd. before the Statc Ltgrskawt 

35. (1) The Ccntd ~ommruro i  shnil pparc once my year. m such fmm and AIZWI* 
at such m e  as may be prwcnbcd, an annual npon g n n g  a summary of its acovlncs ofceoo~. 
dunng the prcvlous year and coprts of Be npon  shall be forwarded to the Central Carmmcc 

Govanmen; ', 
(2) A copy cf the rrpDn mxrvcd & subrcaron ( I )  shall be lad as soon as may 

& aftu zt rs rcct;ved, before each House of Pad~ament. 

36. ( I )  The Statc Comnust~on shall prepare once every y w  m such form and at h m t e  
such ume as mav be prrscnbed an a n n d  report grvlng a summary of ~ t s  acuvxues aunng of- 
the p n o u s  year and copru of the report shaii & foNvarded to the Stare Govcmmen~ comnms 

(2) A copy of the rrporr r#xrved under sub-seaon (I) shaii be hd as soon as may 
be aftcr n 1s ruxrved, before the Stare Lcgxsianae 

L 

37. The C O ~ S I O ~ S  shdl ensun traruparcncy whie exuclsrng thelr powers and ~n-. 
d ~ ~ c h r p g  therr funcuo11~. mC4nrmu- 

PDllt 

38. (1) In the &sEhargc of I& funcuons. the Ccnaai Cummrssxon sM1 be gurdcd by b w t  
rucfi d~rrcuons rn maacfi of pohcy rnvoinng pubhc rnrenzt as the Ccnaal Government cmn;J 
may g~vc ro ~t In wnung Govaamen: 

(2) If any yesoon an= as to w h c f k  any such -on rclatts to a mafttl of pcrilcy 
~nvoivurg public rntcrrst thc cicuson of h e  Ceatral Govcrmirtnt thereon SU be f d  

39. (1) In the &- of its funcuws, tht State Commssron shall be gurdcd by m b ,  
such & m o n s  rn m w n  of poilcy rnvoivlng publrc murest as the State Govcmment may stme 

gvc to rt m wnong Gavemnrm 

(2) If any quesuon anscs as to whether any such &rccuon relates to a matter of 
poircy lnvoivrng publlc ~ n m t  the dccraon of the State Government thereon shaI1 be 
find 

4 

40. The Charrpcrson. Members, ofiictn and other cmpioyccs of the Cammlsslons  anb bar 
s&II be deemed when actmg or purpornng to act m pursuance of any of the provlslons of o-aad 

I a lgm ihu Act to be pubhc servants mthxn the mcamng of secuon 21 of the Indxan Penal Code 
=o' 
~ 0 0 l  

I kpubhc 
aamals 

41 The pmwsrons of h s  Act In so far as they xiate to Ihe State Commrssron shall spcerai 
not appiy to the Comrmssrons estabhshcd under the Onssa Elecmcrty Reform Act. I995 
or tbe Harvana State Wcctncrty Refonn Act. 1997 \ &nng to the 

OrrPI 
-acy 
R e f o n  AcL 
1995 or 
HsyYlJStafc 
-ary 
Rdm A Q  
1997 

4 2  A11 procedngs before tfie Camrmsslon shall be oecmed to be juaxclal orocewlngs Rocccornp 

4s or 1660 w18n !he mwlng of seCU0nS 193 and 228 of the Inman Penal Code and the Cammsslon - Comrmmon 
sM1 be aemtd to be a clvli court for the purposes or secuons 345 and 346 of the Code of 

2 of 1974 Cnmnal iioccaurc 1973 
/r 

)LI 



48 No coun shall take cogntmce of an offence puntshabic unaer this Act except cow==of 

upon a complaint rn wnttng made by the Commlsslon or by any other officer dulv OAmen 

authonscd by the Comm~sslon for thts purpose. 

49 Nothtng conmncd tn thrs Act or any ruie or regutatton made therrunaer or anv J~cowsreacr 

Instrument havrng cifccl by vtnuc of this ACI mie or reguiatlon shall have effect tn so tar 
68 of 1986 as  it IS Inconsxstent w ~ t h  any other provis~ons of the Consumer Rateciton Aa 1986 or 
17 of 1962. the Atomxc Energy Acl. 1962. 

50 The Central or the State Cornm~ssron may, by general or sptclat o r d u ~ n  wntlng ategsrar 
debgate to any Members offScer of the Central or the Statc Commtsslon or my other 
person subject to mch condlt~ons, tf any, as may be spectficd In the nrdcr such of rts 
powers and functrons under thrs Act (except the power to settle drspuxu unatr Chaptcn 
In and V and the power to make repufattons under scctron 55 or section 58) 11 may 
deem necessary 

51. With cffcct from such date as the Gnlni  Gavcmment may by notlfiatton tn ~ m n d n n n r ~  
the Oficrai Gazcxtc appolnt sub-staton (2) of sectlon 43A of thc Efcrmct~y (Suppiy) AL-I~o~ 

Act 1948 shafl be omttted 1948 

Provtdcd h a t  dlffennt d a t a  may bc appomted for driicnnt Stares 
- 52 Save as otherwrse provrded In scctton 49 the pmv~stons of thrs Act shall have Ovcmtime 

cffcct notwlthsmdrng anythrng rnconststent thercwtrh conrarned In any tnacrment orhcr &n 

than thrs ACL 

53. ' I I c  Central Government may give dtreaxons to a State Government as 10 the P U W U I O ~ V C  

carrytng om Into cxccuxton of thls Act In the State d r r m ~ o ~ ~  

50. (1) The Ccnml Government may by notrficatron In the Oficial Gazczte makc ~owcroi 
mies for cYrytng out the purposes of thls Act. ~cnrnf 

t o m r m x r o  
(2) Jn pantcuiar and wtthout pre~ud:ce to the gencnlrry of the forcgotng power m c r u t u  

such rules may provtde for ail or any of the followrng matten namely - 
(a)  he saiary and aIIowances payable to and the other condit~ons of servtce of 

the Chalrpmon and Members under sub-rectlon (2)  o i  sectton 6. 

(b) the form and the manner In whtch and the aythonty bcrore whom oath of 
ofice and secrecy should be subscnbcd undcr sub-sectton (4) of sectxon 6 

(c) the form In whtch and the ttmc at wh~ch the Ccntraf Comm~ssron shall 
prepare tts budget under sect on 3 1, 

(d) the form rn whrch annuai starement of accounts to be prepared by the 
Ccntral Commrssron undcr sub-scaron ( I )  of scctron 32, 

(c) the form and the tlme wrthtn whtcb annual report should bc fried under 
sub-sectton (I) of sectton 35, I 

@ any other maacr whtch IS to bc or may be. prcscnbed or In rcsoecr of 
whtch provtslon IS to be made by rules 

55. ( I )  The Central Comrnrsston may, by nottficarlon tn the Oficrrti Gazette maKe p o w o f  

regutartons consistent wtth thts Act and the ruies genenilv to carrv out tnc pumoses of ienrd 
Cornmtsslon to 

1h1s Act nuke 

(2) In pmcufar and wtthout prc]udicc to the gencnittv of the iorcgorng power eguiwOns 

such reguiat~ons may provrdc for all or anv of the follow~ng matters namcrv - 
(a) the powers and dutles of thc Secrenrv unacr sub-secr~on ( 1 )  or sccrron S 

(b) thc salvres ailowanccs and other condttrons ot senlcc of [he Secrctart 
officers and orkcr cmpiovcts under sub-sectton ( 3 )  of sectton 8 

(c) ttr terms and condrt~ons or thc consuitants rrpaornlea unaer suo sccuon 
( 4 )  01 section 8 
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48 No coun shall take cognrzitncc of an offence punrshablc under thrs Act except C w x s ~ o l  
upon 3 compiarnt In wrrtrng made by the Cornmrssron or by any otncr officer duly 
authonsed by the Commrssron for rhrs purpose 

49 Nothing cono~ned In th~s  Act or any ruic or regularon made thereunder or any I-==? 
rnstrument havrng effect by vrnue of this Act, rule or rcguiauon shall have effect in so far 

6gof 1986 as lt 1s tnconsrstcnt wrth any other pmvrsrons of the Consumer Protectron Act. 1986 or 
13 of I 962 the Atomrc Energy Act. 1962 

50 The Central or  the State Cornmrssron may, by gcncrai orspcuai order tn wnrmg - 
delegate to any Members officer of the Centrai or the Statc Commruron or any other 
penon subject to such condrtrons tf any. as may be specrfied rn the nrdcr such of ar 
powers and functrons undcr thls Act (except the power to settie d~sputes under Chaptcn 
I11 and V and the power to make npufatrons under sectton 55 or sectron 581 t t  may 
deem necessary 

51. With effect from such date as the Centnl Government may by notrficatron rn ~ m n r m o ~  
the Oflicral Gazcuc, appornt sub-scctron (2) of sccoon 43A of thc Efectncrty (Suppiy) Ads40f 

Act 1948 shafl be omrttcd 1948 

Provrded that drfferent dates may be appotnted for drffcrenr States 

5 2  Save as athenvrse pmvtded rn secttor, 49 the provrsrons of thrs Act shall have O v c r - a n  
cffcct norwlthstandlng anythrng rnconststent therewith contarned In any enactment other e f i a  

than thrs Act 

53.7%~ Cenml Government may grve drrectrons to a State Government as to the P o w a t o ~ r n  
carryrng out anto cxecutton of thrs Act rn thc State dircuronr 

54 (1)  The Centnl Government may, by notrficatron rn the OEcral Gazette make m ~ o r  
rules for c;uryrng out the purposes of thrs Act Gnfml 

Ciovcmrrruto 
(2) In panrcular and wrthout prc~udtce to thc p n m l r ~ y  of the forcgotng power &cnrtct 

such mies may provrdc for all or any of the followtng matters namely - 
(a) the salary and allowances payable to and the other condrtrons of scrvtce of 

the Charrpenon and Members under sub-scctron (2) of section 6, 

(b) the form and the manner rn whrch and the aythonty before whom oarh of 
ofice and secrecy should be subscnbed under sub-scctron (4) of scctron 6 

(c) the form rn whrch and the trme at whrch the Centnl Commrssron shall 
prepare ru budget under sect on 31, 

(4 the form rn whrch annuai statement of accounts to be prepared by the 
Central Cornmrssron undcr subscaron (I)  of sectron 32. 

(a) the form and the trme wrthrn whrch annuai repon should be filed under 
suo-sectron (I)  of scctlon 35, 

I 

any other mattcr whrch n to bc. or may be, prcscnbed or rn respect of 
whrcn pmvrsron IS to be made, by ruics 

55 ( I )  The Centraf Cornmrssron may, by notrficatron rn the Ofiic~al Gazette make Pornof 

reguiaxrons consrstent w~th  thrs Act and the kies generally to carry out the purposes of Gnld 

thrs Act Commtssron to 

mSe 

(2 )  In particular and w~thout prejudlce la the generafrty of the fortgorng power f ~ u l a ~ ~ ~  

such re~ufatrons may provrdc for all or any of the foflowrng marten namcrv - 
(a) the powers and dutres of the Secrcrrtry under sub-secxron I I )  of scctron 8 

(b)  the salures allowances and other condrtrons of scrvrcc of the Sccretar) 
officers and other ernpioyees under sub-sectton (3) of sccrton 8 

(c) tt, [ems and condttrons of the consuitants appointed unaer sub-scctron 
(I) of sectton S 
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6~ m rf any d l f f i c u l ~  anses In glwng crrcct to the provlslons or rh~s ACL th: POW~O- 

G n m i  Govcrnrncnt may by omer puolrshed In rhe Offic~ai Gazette make sucn orovlslons d.'fficlliacs 

lnconslstcnt w l h  Provls1ons of this Act mav appear to be neccssaq torremovlne - 
the drfficulty 

Prov~dcd hat  no order shall be made unaer thrs sccuon after the exp~rv of two 

years from the ci commenccrncnt of thrs Act. 

(2)  Every order made under t h~s  secrlon shaiI be Iud as soon as mav ac after 11 IS 

made betore a n  ~ ~ O ~ J S C  af Parllamcnt 

Id of 1998 m " E  (2) Notwlhstanalng ~ u c h  rcpcal anvrh~ng done or anv actron taken unaer the m a  
Ordrnancc shall be seemed to have bet? aone or ukcn unaer the comcsponalng provlslons 
of t h~s  Act 

RAGHEIR SINGH 
Sea to the Gor r of lndrc. 

p ~ m  By M E  MANAGER G0YERNMR-T' OF INDIA PRESS (FLU I him ROAD NRV 

AND P u E U S H ~  BY M E  COm0LU.R OF PUBUCATIONS DELHI 1998 
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No Issues 

1 System of Accounts 

2 Redun~on of Subsidy and Cross Subsidy 

Determ~nauon of Revenue Requlrement 

Appropnatc P n a  Regulation 

Tanff Filrng Rcquucmcna 7 

Basis of Asset Valuat~on b 

Unbundlrng of Tmff 9 

Ass~gnmcnt of Revenue Requirement in Tar~ff Des~gn 10 

Rcquucrncnt of Fuel and Power Purchase Adjusmcnt 11 

DIffercntlal Tanff on Zonal Bas= 12 

Seasonal and Tme-of-Use Tanff 13 



(Llcensee to ins t~tute  a system of accounts using rccognlxO acrounting 
standards) 

The Itansees have to adopt a proper system of accounls and accouiltlng 
prucedurcs based on tntcrnatlond standard wh~ch wli help dcvciopmg operattonal ccrrnornlc 
and financlal dau  on cast, mnnrmptlon and other relevant vanabics Thcse data shall enable 
tbc Commission to regulate the tariffs of the 11ensees efftctrveiy, whde protcatng consumers' 

Tbc C o m s n o n  prepared and tssucd an cxttnsrve set of filmg requlremcnis 
cntirled 'Guidelmcs for Rmuoa of nnffs" and " PrcKxdurc for Tu~ff" for Ondco's 1997-98 
tanff filings Though Gndco has expressed 11s ~ n a b ~ l ~ t y  to meet the accounling and data 
rquirernents of tbe Commrsston trll the end of 1999, i t  should not be d l f f i d t  to furnish thc 

same for future tanff filIlngs T h e  C o m m ~ s s ~ o n  shall cons~der the future fi11ngs oncc the sald 

data requirements are mct 



Issue ho 2 &ductron o f  Subsldu ana Cross Subsidy 

(Lceosee to rcduce and el~rnlnatc subsidies and cross-subsidies in extsting 
tanffs, meet power qualrrv standards (rcl~ability, voltage, stab~iitt, ctc) 
reduce losses, technical and non*lethnical (theft),  ~ n d  iastall new and 
upgraded mercnng) 

Perhaps the most prcsstng need for reform rn thc tiearlcity industry In tnc state 
comes m the arcas of cross-subsidisation, q u a l ~ t y  of power, reduction of losses and mcrcring of 
customer's consumption apan from the acauntlng sysiem While cross-subsrdrsation IS sttll In 
operation, undoublcdly there IS smpe for Improving quality of power supply and reducing 
tnnsnrsston and dlnrrbution losses Morwver p r i a  increases should be accompan~d by 
unprovcment In the qual~ty of powcr Lo= lhrtaten rhe I~c tnse t ' s  finanad health and keep 
pncts u n n t a a a d y  h~gh to the paying coaswners Eszlrnares of unmctercd ansumption are a 
poor substltutc for aaual d u r g e r  boscd on meier reading and inhrbrt the Commrsoion's abjl~ty 
to ensure that the hatluae is  s a l v i n g  the proper amount of revenue from the customers 
Funhcr tack of t~rncof-use merenag limns the Cornrmsslon's abtllry to examine whether priccs 
incarparate inanrive or dismccnuvc based on the usage of the t l c u r ~ n t y  by the customer 
dunng the peak or off-puk hours These problem areas affcct the cornmeraid viabil~ty of the 
ciecrrln~y seaor  as well as consumers' satisfactloc zditrscly and, thcrcfore, need to be tackled 
suon 

Whrlc the Commission could develop 1dca.l standards of pcrformanct and 
Impose !hem on the I iunwc,  11 1s ~ncvmbcnt on the latter lo develop approprtale plans and 
prrunc them 10 the Comrntnion for cons~deratron Such an approach sharpens the liccnsec's 
expense and expcnenec m lhcw areas and brmgs i t  10 the Comrmssion's scrutany md also 
assures the coasurntrs about the steps taken or contemplated to bc taken on the matter Zhe 
Cornmisston, thettfore, provldcd m a tanff g u i d a n a  document that the f~ctasct develops a 
plan for redualon of loocr wthn a rpcnficd tune pend and file it mth the Commission for 
m e w  and ~ b l e  revlsson. 

Effinency cntenon requires that tanff shouid be cos t -bwd  wrthour my 
aws-subsrdiuuon. It also bos rmnrmum TAD loss and cffcaivc metenag as the base. Gnds 
has agreed to reduce tbc lwei of oorr-subsrdlsation over a perid of tune and should fdc a Low 
reduaron prognmme It has already submit td the p r fo rmancc  standards for the approval of 
the Commission. Gndco however, k c i s  that upgrading the status of merenng to efficaent lrveis 
d l  take trmc tad rqwrc corts~dcnbic amount of investment. In any case the consumers 
sbould not k pDJlocd for tbc lncfincncy of the 1;ccnu. For imtanc~, the l i a n u  should 
not k allowed to coUW energy charges wthout prov~dmg r q w r c d  level of se rv ia .  Tbc 
l ianvt &odd  WN~C dmc-cf-dry mcrenng. Any subs~dy programme should maadatonly bc 
finand by the Government UI &e annual budget 

. - 



Appendix 14 6 
Issue N o  3 

(How will a licenscc i b a s ~ c  overail revenue requlrcments be determincli) 

?here arc three approaches lo detcrm~ne overall revenue requirements v17 

aaual htsroric accounting costs, esi~rnared future accounting wsts  and cstlmatcd rnarglnal 
wsts Actud historlc a m u n t i n g  wsrs have the vlnue of bcing suxxptiblc to aud11 ~f they are 
taken from the books and records of the Iianset Also the overall revenue rcqulremcnrs of a 
11unxe would be farrly stable from year to year uslng this type of cost as the basis for revenue 
determ~nat~on 

However, stncc mffs are set to be cffealve In some future time pcncd and the 
level of corn tacuncd in a p a s  t a  pcnod may not correspond with wsu txpeacd to be 

incurred dunng that future pcnod, 11 may k more approprlatc to use a forward~loo)ung Test 
Yerr Y Lhe b a s  for rcvcnuc rqulrerncnt deterrnrnat~on The Twt Ycar revenue rcquircrncnt 
IS cslunatd bascd upon a m  past wst levcis adjusted for rnflar~on and known and rncasurablt 
changes In the future 

In a ampcu t ivc  market all paniapanls rcctavt rota1 revenues bascd upon the 
rnarg~nal costs of the mvgxnal produccr No guarantet rs made that any panlapant wll bc abic 
to earn ~ t s  total costs as is generally the case under regulat~on Thus efficient regulation would 
rqurre. use of marglnid oosrs in setting rcvenuc requirements Howcver, usc of marglnal costs 
for b s  purpose ruses  a number of praaical problems Rcvcnue derived by charging full 
m a r g d  cosu as pnces can slpficandy fluauatt  from year to year and consumers may find 
tbe rsulung fluauatlon m the ranff d ~ f f i d t  lo undernand Secondly estimatron of marglnd 
costs 1s ~tstlf a b f f i cd t  task and rqui res  tune 

W l c  the Cornrmssloa r c c o g n m  the bcncfits of tarrffs that r c f l t a  atrrent 
costs, e~ther  m u @  the use of a Future Test Year or marpal costs, lr appreclatts the 
darrab~lity of kmg able to audit htnond amunttng mar and the rubliuycof the rcsult~ng 
tariffs 5hcrefore, thc Comrmssion proposes to ut l luc h e  curre; Suth Schedule RoR 
methodology and the r q u r c m c n n  to meel spmAcd pcrformana standards. Gridm agrcco 
wth the conduslon reached by the Comrmssron to utdrzt the current Snth Scheduic RoR 
rnelhodology to d e t e n m c  rcvmuo rcqu!rcrncnrr In any case revenue rqulrcd 1s a funaion of 
variables like ficd and varrablc costs, lures, rate base and rate of return - 



Appendrx 14 7 

(What generot mcrhod of pnce rcgulalron w ~ l l  [he Commission cmploy for 
Orfssa Licenxcs, In both short and long term) 

The c h o l a  of methMology to regulate clectrrclry pricing by \he Commission has 
to bc In wnform~ty w~th the Reform A d  1995, !he relevant section [Seaion 26U)j of w h ~ c h  
say3 that tariffs "shall be jug uld reasonable and be such as to promote economic efficiency In 
the :upply and consumpuon of elcar~crty ' 

Secrlon 26(2)(a) of the OER A a  sets xctlons 57 and 57 A of the 
Efcariaty(Supply) A a ,  1948 and ~ t s  Slxth Schedule as the basciine for Orlssa ?arlff 
regulation The A a  rlso d l m  the Comrnrssroa to depan from that bascllnt an valid reasons 
in detcrrnin~ng ailowed rcvenucs(kxion 26(3)) Clearly if the stated objealve of the A a  as to 
be kr tcr  achlcvtd by departure from t h ~ s  basel~ne reglme, then the Cornmlu~on has a duty to 
make wch changes and explain rhe reasons for the same In wrltlng 

The best solution to the problem of elcnr~clty pr~ang may lie wth the market 
forces However, the t i c a n a r y  ~ n d u s r y  1s king characterrsed as a natural monopoly There 
is, therefore. a need for a rcgulafory framework to ach~evc natural cfficlcncy rn the lndusfry 
Such cffiacncy may result io compctillve prlclng idenl~cd to what would have tKtn achieved 
by market for- The Comm~ss~on 's  goal [hen i s  to achlcve such low cost  compcutive p r ~ s  
through the regulatory fnmework 

The tradit~onal framework for sc... ; eieartc~ry prlces as governed by the 
Ratesf-Return (RoR) regulation. The Sub Schedule of E l c u r ~ c ~ t y  (Supply) Act, 1948 1s one 
such methodology it u somctzmcr referred to as con-plus prlclng because the regulatory cnttty 
is lbie to wllta dl its cost plus r rcgufald rcmm on irs investment from the customers In 
general thu muhod sets tbc toul allowed revenues of the utll~ty accordrng LO the foUoumg 
formula 

RR= [RBXRoRJ +E, + E,, + T  
Wbert : 

a) RR = the total annual revenue requirement of !he utilaty 
b) RB = the rate base (required invcsunent) of the utility 
c) RoR = the allowed rate of return (debt and equity) on 

Investment. 
d) %= annuid dcprcuatlon c x p c n v  
C) Ew= wual opcntaon Bt muntcnanfc (OQM) expense 
f) T = annual taxes pud by the utdity 

Uader hs general framework h e  utility has  the rcsponubllrty of p r ~ v l n g  to ihc 
regulatory body's satdamon that uch proposed element of chc revenue rcqwed rr pnrdenl 
For t a ~ u ,  rnvuuncnrt made m capad plant must be shown lo be uscN m the provinon of 



c l c a r ~ c  scrvla 1n order to be lncludcd In lhc RB term of lhc formula S~m~iar ly  Inu1f dual  
opertrlng expense ILcms rnrra. k shown lo be ncassary in order to bc includcd In thc toLv 

term 

The revenue rquirements of the regulated company are fixed and bascd upon 
the values of the tenno in the formula dunng a Test Year (set dlscussron on =st basts In Issue 
S), usually adjusted for known and measurable changcs so as to reflea conditions cxpcctrd to 
preva~l dur~ng the time the proposed tariff w ~ l l  be tn effect Each term of rcvenue rcqulrLrncnl 
formula IS usudly subjeCXed to rntenx regulalory scruflny and many arc exlenslvety mnlcsled 
by panics to the regulatory proceeding 

There art  several advantages of RoR regulat~on Flrst, the system f i m ~ u  p r r w  
b a d  upon a t t a  year and they arc unct.lagcabic uatll the next tarrff proceeding After priccs 
art set, the regulated entrty's rate-of-return vanes depending upon many sccmngly 
unwntrollablc asptas of w and 11s ability to control those costs whrch can be controlled 
Sccond, and as a resuit of the first, Lherc 1s some rnantlve for the util~ty to mrnimut aw 
between tariff p road lngs  TAird, the ciosc admrn~stratron of pn- by the regulator enables i t  

to rpenfy the exaa form pncu mun  take Founh, non economic goals such as pna rehcf for 
some zz-uioll~ of ansumen are caster to m e t  using thls system h t ,  the hearings on tanff 
changes provtde consumers 3 forum to present their v~ews regarding the performana of [he 
regulated utillty 

?hrs system also has several d~sadvantagcs. Flrst, iu cost-plus nature rcduas 
the tnuntlve for the utlirty to rninlmuc =st In the long run. S a n d ,  if the allowed 
rate-of-return is greater than the acrual con of capital, there will be an lnctntivc for the utility 
to bu11d plan! whlch may not Lx essentiai 

An altemauve methodology 1s Ptrformana Eased Rcgulat~on (PBR) which as a 
development over nteof-retum/rate base regulat~on Performance Based Regulation secks to 
c lmna te  =me of the regulator command and wntroi aspects of RoR regulatton and substitutes 
it by a system of mctnuves(or penalucs) for performance by  he regulated entity outsldc a 
'normal' range A PBR yslem carr be quite simple and foatsw on a rmglt area of uulity 
operation such as generating plant relnbdlty or system losses It can be more e~mplcx  and 
wde-rangtog in its t p p l i d h t y  by t k m g  rnto account sum thmgs as arnomer s a ~ f a c ~ o n ,  
outages at rbc conntmer Icvel, astome; load growh, genera mflauon, prices to consmers, 
m u g  orhen Wbecher nmplc or cornpiex, the purpose of the system 1s to reilnquish some of 
the regulator's renew power over one or more eiemcnts m tnt revenue rqulrcmtnt eauatron 
set out above Instead, monew lnantives for good results or peualtics for bad ones ate 
substmrted whtch the regulated entlty an cam or pay rcspcuavcly thereby afftcung i ts 

profitab~irty 

There are umn charaaens t la  that are present In a good PBR System of 
regulmon. Writ, the foau of the syncm should bc on controllable aspens of thektility's 
opn taoas  Tbcre rr no pout m n u t u g  a goal the uulaty can never achrevr. Sand,  the 
syncm should be put hto effca rclatlveiy for a longer pnod of time to rcsognuc the 
&on-and-long term trade offs made by h e  ut~lity For example, i t  is posabic for a ~#d:ty to 



pay a a![ mare In t c m s  of capital cost tor a transformer u ~ l h  lower associated lams Over 
rime me cap11aI oost would be more than offset b y  rcduad  losscs Third, thc rnany 
~n~crrclationshrps kwcen a r w  of u t i i ~ t y  opcratlons should be well rcwgnrzcd Founh, the 
possible rcwards and pendues undcr the program should arguably be symmctrlc For Instance, 
the maximum potcntlal reward for lmprotcrnent In systcm reliability should be the same as m e  
maxrrnurn potentid penairy for fallure to Improve re l iab~l l~y  F~fth,  those rewards and penaltics 
should k Irmrtd tn sut so as no1 to u n n ~ s s a r i l *  enrich thc utliity or threaten 11s financid 
vlabllity S~xth ,  the targets set for the utility should be a range of reasonable pcrformancc 
levcis bzfed on external and normative stvldards so ihat the ulillty's own performane is not 
lnctudcd in d e n v ~ n g  the standard Lan, the focus of a good PBR programme IS results, not the 
methods u s d  to rchleve those resulls 

A good PBR sysern of rcgulat~on has bath advantages and disadvantages. The 
advantages arc much h e  same as those listed for the RoR method w t h  two imponant 
addruons Ftnt, a defrnrte m a n u s  :: for cost minlrnlzatlon can be budt into the system Second, 
a worhng PBR syszem may redue the need for repeated tarrff filings by the llccn%(s) The 
first drsadvantage of a PER syscm 1s that unless the system 1s carefully designed, there may tv, 
an 111centive for the regulated entity to lower service quality whrie pursuing monetary 
tnannvts m other areas Second, thcrc is less regulatory scrutiny In a well-designed PBR 
syaem because i n a n u v u  or penalttcs lakc the place of such oversight 'Ih:rd, there IS less 
public input to the u n f f  p r a r s s  under t h ~ s  syncm because hcarlngs arc not held zr frequcnlly 
as under a RoR system 

For proper deslgn of a good PBR system, wrnprchensrve and reftablc data arc 
an e s ~ n t l a l  rcqurrcrnent These data should be amenable to rndependcnt vcrrficatlon 

Tbe Cormusion  has a m d c r c d  the advantages and drsadvantagts of the two 
b a s s  forms of regulation and 1s urdincd m mntlnuc to u t ~ l u c  the rncthodology lo the Sulb 
Schedule of the Elcannty (SuppIy) Aa,1948 whlch is  a form of RoR rcgulatlon unU wch 
tlme zu data become avdab le  to lnstltutc a comprehens~vt form of PBR in conjunction wth 
the Smh Schedule The Commiss~on bcl~cvcs rhar a PBR scheme can be accommodated wrth~a 
rbc Sub Schedule. For example, II a l ~ a n s c t  exceeded a performance goal for refiabilirv ul 

any gvcn  year, 11 muid be ailowed to wllca an addil~onal amount of return (as rct in the PRR 
parameters) m b e  followng year subjca to ihc i ~ m ~ t s  ~mporcd by the Suth Schedule 
U e w r c ,  under pcrformanec would lead to a reduction in the amount of allowed return in the 
followng y car. 

Gndm, wbch is the sole lrcenscc in Or~ssa ,  agrees that a PER systcm of 
regulation is move transparent S m a  pncc regulation may at bcn yield a sand-bcn  solution, 
there 1s sap tor meffiacncy p a r t ~ d u l y  when thcrc a no penalty for poor pcrformanw. 
W e  the Commsion will make dl effons to ensure prudence on the expcndlture srdc, 
standards of prformana should be arcfully dcsigncd so as not to allow u n n d y  cxccs 
return to the 11cea.s~ or to avord penalty truly not rcqurred 0 



Appendix 14 10 
1 

lstuc \ o  6 

I 

t 
(What  k ~ i i  be t h e  filing rrqulrcmcnts for tanff  fillnjis made w~ch 

1 Comm~ssion b) G n d c o  and othcr iiccnsccs) 

Tb* tariff fi l~ng rcqu~rcmenrs Here . ~ n b e i e d  lo the llcenscc D L I U I C  1 1 1 ~  

proccea~ngs for lar~ff fixallon for rhc 1997 98 financial vear  The requlrernents have bccn 

supplerncntcd and update0 for the current t a r i f f  prweearng whlch 1s undcmav This nas bccn 

handed over 10 the l ianscc  Gr~dco icno have ';led I-forma~ion ro a reasonablj sallsiactory 

degree 
1 

The Sixth Schedule has becn ~ncorporatcd in Searon 57 and 57 A of rhe Supply 

A a  The s a d  Suth Schcdule has bccn made the basis of tarlff wlculation In thc OER Act, 

1995 also I t  has been prcscrlbed In rhe Slxlh Schedule that when the 11unsec ~nl tnds  to . 
cnhana  the charges for suppiy of elcctricrty, 1 1  has to send the proposal accampanlcd with 

such financlai and tcchrcal d a u  u may be prtscrlbcd by general or spcclal order Thcretorc, 

keeplng in vlcw the requrrements of the Stxth Schedule, the Comm~sslon has drawn up 

elaborate proforma and ~nformatlon rcqulremenl wh~ch  have becn conveyed to the I~ccnser for 
1 filing along w ~ r h  the tanff propasal The requirement lncludcs lnformatlon on assessment of 

consurnprlon, billing dttcrminmts, Lransmisslon and distribution loss, financial informalion, 

investment detuis, power purchax details, marglnal as[ of transrnlsslon, least cost 

cornblnatlon of power purchax, calculation of clear profit, calalar lon of caprtd b a ~  subsldi, 

Infer state wmparrson of tariff and salient performance data 

Stlpufatton IS that Grldco has to fulfill ihc data requlrements wh~le submltilng 

the t a r ~ i f  proposal In case Grldco IS not In a positlo~l 10 fulfill t ~ c  above data rcquircmenls, r t  

would need to adnse the Cornmlsslon about the non-ava~laullity of data The Commission 

after txamlnlng the information and the cxpianatron given along w~th  11 may scale down thc 

data requlrements In any cast the statements of essential data on the prcscr~hed ~ssues is a - 
mandatory for proccving the tar~ff proposal 



Issue $0 b ~ I U I I I V ~  Appendix 14 1 1 

(If ;he overoil revcnuc requirements a r e  to ~e sct using accounting costs, 
then what memum of piant telue should bc tncluded rn the rate base 

companent used In the determlnatlon) 

Thcrc are four possible measures of plant value for the  aiculation of the rate 
base VIZ or~ginal cost less dcprcaaiicm, reprodualon or rcpiacemcnt cost less depreciation, thc 
valuc ass~gncd by the Government when i t  was transferred to Gridco and the certified balucs 
beinrl produced by Gridco for privatuarion under the Companies Act The Commission first 
encountered this issue rn the Ian Gridco tarrff p r d l n g  wnen 11 had faced w ~ t h  a dcnston on 
whether to vaiue Gridco's investment In plant at  the or~glnal cost at the time the propcny was 
put m x r v r a  or at the vaiue assrgned to rhc tnvesuncnt by the Government vlhcn 11 was 
trvufcrrcd to Gndco. & new values arc being develop& for the four distnbution entities, sh;s 
issue w l l  surefy come up agun iu potcntid purchasers of t h t  Grrdco system consider the level 
of their offen 

W c  ugumcnu  rran be made for the use of other measures of plant valuc for 
rate base, the Commrssroa has no choice but to accept the plant values certified by Govcrnmcnr 
for Gridw at the tune of transfer of asscts plus any prudent capital additions made by the 
l~ccnsets at onglad  cost ftss depreclatron Thc value set by Government under the scheme io 
trvlsfcr assets from the crstwhlc OSEB to Gridco formed the basis of the dcu lauons  in the 
last consideration a d  the Commission wrll continue to use the transfer value until it is 
demonsrrated before 11 hat regulatory principlcs or public interest requires a change to be 
made Such changes wI1 nor be made lightly as the Comrntssion places substani~al wcrght on 
the principle of predraable and s a b l e  iariffs and tanff methods 

Howtver, the Comrmssion wrll necd to be assured that the total sum of the 
valuatrons of the four ZOLIPI dlsfnbution cornparues and the remaining transrmssion entrtlcs wril 
be no grcatcr h e  atncnt valustron of asreu of Gridso Thc Commssion w ~ l l  make 
cnqulrlu as to the nature of Lhe urrlfied valuu being developed for tflc four distribuuoa 
entitles and put lnrcresaed panics on notrce of this rquirement 

While Gndco a g r w  wrh the Commrssion that tnc total vatuc or the zonal assclt 
should not ex& the toul vdut of the distnbution assets as set out in the Transfer Schcmc as 
pdtuszed lor subqucnt addruons uld deprcnation, it may be wonhwhilc to w the rcvducd 
far pna of ibc .pur to a v d  of short- and long-term loan from finanall usticutions Thc 
laner wll enhanct crcdrtworttuness of the Iicenstc w h i t  tarrff will be based on dcpreclatd 
book value as set out in the Transfer scheme adjusted for subscqucnt add~tion & dcpr-t~on 



(Should Gridco s tariff be unbundled so as to Identify scparately the bulk 
supply, tmasm1ssion. retail supply and distribution portions of an) charges) 

Bundled tarlffs arc those In which more than one funct~ons arc comblned unJcr 

the same charge for scrvla znd usually oceur m u s e  the same entity provides more 1b3n one 

f~nUl0n and ~1mply clubs dl of ~ l s  costs Into one To the degree that pricrng for rhc indlvlduai 

funalons can bc scpuatcd within a monopoiy structure, consumers rccctvt clcar signals 

regarding the c s u  of the different components of Ihe scrvlce The eventual introduo~on of 

campctitioa and/or p n v a t u u o n  places new s~gruficanct on unbundled tanffs Tanffs stoaralcd 

into their f u n a r o d  components inform h t h  mnsumcrs and potential investors of the msr and 

revenue s r m  artriiufable to each functional entity 

Prcscntly w U c  the rnarg~nai con model separates Gndca 's  cosrs into f u r r  onal 1 

ategorles.  the ind~vldual ~omponcnts  are camb~ned Into a single retall tariff H O W ~ * ~ - ~ ,  as 1 
dmggregation of truLrmxssion and d lnnbu t~on  and privatuation of dlnrrbulion acp*gach i 

1 
n w e r ,  the p roces  of unbundling w ~ l l  became incrcas~ngly valuable to invwtors * +  wlil 1 
enabfc them to calculate the revenue s f r e a n  for a specific functional entity and thcrcb-1 -'-~~ss 

the value of the underlytng asset I 

I 

Though unbundling o f  tanff promote transparency and ma) seem 2 be 

essential at  the time of the privat1r;luon of four distribution companies, there appears to 5c no 

p r m n g  need to go for it unmedtately The Comnxvion proposes to w t c &  ovcr tc ~ v i f f  

uabundirng prmdlng a bulk supply tanff mmbtnlng in it for bulk supply & transnj!smn 

~ppiacdle for Ihe dmnbuuon Iictnwts. Funher the transmrssron tariff IS also to be -..zwn 
separately to be made appiicablt to wbeclmg sewlax The conap t  of unbundlmg may kz1: !x 

$ 

viewed gwgraphidly and funatonally While geographical unbundling may reveal faac t::ul 
tbe vanations In the mter-mnaf tanff struaurc,  funatonal unbundlang even at different v;,:~Qc 

levels wll help loare the arur of profit and 10s of L c  lianrccs. As far as the ;cull I!-: of 
tleanaty are conarned they may oanttnue to be btlled at a composite tariff as at presen* 



(HOW will licersee s rebenuc r q u l r c m e n t s  be ass~gncd to service 

cIarses/urfff schedules) 

Aflcr the total rckcnue rcqulrcmcnts of the regulated entlly are determlned I[ IS 

necessary to drstnbutc the total load io the varlous classes of service and lo tar~ff  schedules 

w~thrn those classes ms distribu~ion may k cost-based or othenvlsc If distrlbu[ton 1s 

cost-bascd, two drffereat cost mcthodologics may tx used to dctermlnt a tarrff assignment 

An assignment without any reference to costs may bc referred to as sacla1 rate 
mak~ng in this methodology soclal policy dctcrmlncs the lcvcl of revenues flom each c l w  and 

there is, therefore, no relationship between the wsts a customer lmposes on the system for the 

ux of electriaty and the p r l u  he pays T h e  ~ncff iclcnc~cs anheren1 in i h ~ s  method are  
substantial and are in mnf l la  wth the Act and the Commiss~on's  assigned goals 

Chx as-bascd meLhdology is  to assign revenue responsibility using t k  sesuits 

of a cost study based on the historic embedded costs of the util~ty. In such an ext:clse a 

hlszortc yur's rcvenuc rquiremcnts arc allocated 10 classes of wrvlu or tartff rhcdules  based 

on a n a i n  faaon. These factors may be based on the contrlbut~ons of the classes to rbe toml 

demand on the peak day of the uullty, thc hlowatt-hours purchased by the class as a percent of 

total sales, the number of customers In the class as well as many other faaors and 

combrnatlons thereof. 3 

The most canornicaily efficient assignment of the utility's rcvcnuc rcauircrncnt 
-venue is the use of mu@ sopr methalology This 1s attempted by detenninlng what the r4 

rcaluarton would k if mrrgtnll costs were charged as p r ~ a s  to each class and then cavoarrng 

;he t o w  to the revenue rcqurrcmcnt of the utility The Commrsion w~ll  rcqulre the li~zsccs to 

workout and subrmt mugnal cou analysts that could be used for dcvclopmcn~ of tanff. Uxalll 

such trmc, however, thc C o m s t r o n  w i l  c x p n  the tarlff design to be based on the accounting 

costs of the liccnwu as gradually mod~fied by the need to phase out exrstrng suhrdles and 

cross-subsrdla. 



Issue No 9 of Fucl md Power Fur- Adfustmcn~ 
(Shoutd Gridco be ail ow^ to 1nsLitute a fuei and p ~ m x % c d  power 

actjustmeat clause t o  accuunl for dlnerences between p q c c t e d  and acruai 

fuel and purchased power costs) 

The crcatlon of a Fuel and Pur.' ; s t d  Power Adjusrmcnt Clausc(FPPAC) 
requlres that an cnimatcd oasc amount of fucl and purchase power cost be included in thc 

cafculatlon of the utility's m f f s  Any aaual casts above or below that bast amount shall be 

c o i l c ~ t d  from or refunded to customers respcuively by means of a per iuiowatt-hour 
surcharge The basrc purpose of this type of clause IS to lnsuiate ihc unl~ty from the risk of 
possrble changes m a type of cost over wbch the l i a n r c t  has laltlc control 

In Onssa the cost of  purchased power from various sour= IS largely dcfined by 

the Powcr Purchase Agreements In e x i n c a a  However, both the estimated amount of power 
and the m u  of sour= that may be ustd to meet wnsumcrs'  ;-ccds and to derlvc the Ilunsee's 
tanffs can differ apprcclably from the aaual amount and the correspond~ng source w 9 1 ~  In an 
operating year, Given the p r a a t d  importance of both the cstimatcs In the rarlff process, there 
can be substant~al nsk to the licensee that t t  will not be repaid 11s full cost of purchased power 
The Company may, therefore, be incirnd to overestimate both the con of power and the 
amount of power rqutred Thc ~nstlnrtion of a FPPAC could elrmrnatt such msslb~lrty 
w~thout bang unfalr clthtr to consumers or to the l ~ u n s e e  

The dlsadvantagc of mr tu t ing  such a clause rs that Gndm may have ilttle 
lnantlve lo k a p  its cost of power low The C o m m ~ u i o n  w l l  have to tnmtutc a process of 
thorough r m e u  of dl aspcds of l ~ u n s c e ' s  purchase costs before allowng ~ t s  czllcalon 
through t h ~ s  clause Thfs rmnv would deal only w t h  aaual numbers rnstcad of cstrmarcs 
The fucl p r l a  ad~ustmcnt should be effecrlve ~rnmcdlately after the change m pnc: of fucl 
and/or oi l  In the tntcrest of both the consumer & the l r ansce  

The Cornmiston bel~tves that the ~ns t i t u t~on  of FPPAC would be k n c E a a l  and 

a d d  be lnszttutcd for l l a n r t c s  w t h ~ n  the framework of be Aa. Nothrng m the Aa orohlblts 
such a clause and Seaion 26(6) speclficaliy allows chaagm of thrs nature. Orlssa 

E c a r ~ n f y  Regulatory Comrmsrlon (Condua of Bussncss) Rcgulat~ons, 1996 makes s p o f i c  
provlslons ln thrs regard LU Regulation 115 However, the liscnrcc bears the rcspombhq for 
uutiatng a proposal for the mstltunon of such a clause The Commisuon shall cx&nc thr  

I i c t ~  s pruposais, as and when rtctrvcd, through appropr~ate process. 
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Issue No 10 D [ n c r e n l t o l n . n  Bash 

( I f  cost diflcrencts tun betwwn d~stnbutron cornpanla In Onssa, should 

there k uni fonn  maif tarins throughout the s tate)  

t 

Hlstorlcaliy uniform tariffs have prevailed in Orlssa and also  In all other sIales 

In spite of slgnlficant geographic a s 1  i,ffercncts hforcover, [he publlc has grown 

uniform tanff for long 

Effiaency may suffer if p r x a  don't re f lea  cost diffcrenws For instanet, 

cousumcrs in the hgh cort (and low p r ~ u )  a r e a s )  may consumc more power than thtv would 

~f charged 11s full cast and those rn the low cost (and high p r r a )  areas(s) may consume l c s  

b n  they would d p n d  at their cos At times thc i;s;larlty between pna and c ~ s t  m a v  be so 

high that one group of consumen may be paying more than ~ t s  margtnal cost while mother 

may be paying less ITus ~s what is h o w n  as  cross subsrdy rn economic Iitcraturc 

Ihffercnual t a d f s  that v u y  tn relation to eost differences gencraiiy maks Sstter 

use of unc!y's r a u r c w  than u n r f o n  tariffs Wh~le  gcographlcally cost-based laruffs arc 

more tffiaent, the s&fi a w y  from unrform retad rates across the region vroiatts a mmm of 

good tanff d c r i p  that c-g arncwners should nor be surprised by sudden and sip~fiana 

dlscontinuitles m their Wfs.  Tbe pnnclplc of tanff continuity, however, should n_zt be 

allowed to prwcrvc lncffiacnt wffi tndcfmtely p a n i d a r t y  when d i f femg tanffs mav bc an 

taevllabie result of b e  eventual formation of separate distribution companies, tach C'-ns its 

own tariff nruaurc based on i ts own axt n n f f s  of different c l ta ran ty  supply co~o;anres 

have been different from those of the SEBs in states where such supply cornpamet zxast. 

Different drnnbution mmpamu may have differen1 tariffs depending upon their resocnive 

ass, standard of w m a  erc In faa  diffcrcnud tar~ff based o n  cost dlffercnees for dfIfercnc 

zones 1s a natural outcome 



Issue No 11 t- Ux 

(Tf cost varlatlons warrant them and metering I s  cost-efTectIve, shoula 

~ u o a d  and time-of-use tanffs tx instituted for wholesale and rctail sala) 

The 1995 m a r g ~ n a l  wst analysis of Gridca indicated that seasonal c o s t  

d ~ f f c r e n m  were large enough to warrant scasonallydiffcrcntlated prices of elarrct ty at both 

the bulk and the rctul levels In addition, sufficient differences d ~ d  exist in the cost of power 

across the houn of the day to w a m t  the institution of timcdrffcrcntratcd prrctsr for bulk 

sewla The i d a  of rnsututrng umeof-usc(KlU) tariffs for r e d  servlct depends upon the 

cosr -ef farvews of tbe qxaai meten, nor currently tn p l a a ,  that would be needed to makc 

such prlclng possiiblc 

Pncts for elcanclry that reflea differcnccs In wst as much as psslbic are 
5 

usually more effiaent and that rdt tpphcs qually to cast drffercnas related to ums q well as 

to geography Tbc Commtssion believes [hat cfftcr~ve cost-basd ticanary praang would 

involve TDU unffs and that tbey should be lnszltuted tmmedratcly for largc rxstorncrs where 

adequate mttcnng e u s u  for ths purpose Othcr large arsromcrs should be put on 'ICY Mffs 

as soon as a d q t u t t  mettn arc made avdablc  Tbe a m o n  wtll thcrcfort c-2 Orfdco 

to rcpon whether 11 wdl be able rn develop 'lDU m f f s  for its large consumers at the ~ i a c s t  

While the e x u u g  level of mertnng tffiaency and capacity at the EHT and HT Ievt!~ may be 

~mproved u p  ur the rbon term m order to facdiute TOU miffs, the Ianer W!Y not be 

cost-effccuve la LT atcgory of a n s u m e n  ?he l l a n t t c  may be rcqu~rcd to reduce putcbasc 

of costly power dunng peak houn by shifrrng loads to off-peak hours axid thereby flatrerug rhc 

load curve 
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SECTION 1 
GENERAL RULES 

I 1 INTRODCCTTON 

I 1 1 PURPOSE DEFIVITIONS A\rD GENERAL PROVISIOUS 
Tile purpose ot these ~ ~ i l e s  IS to govern the procedures ot the 5tate Electnc Regulatorv 
C o ~ n ~ n ~ s s i o n  In accordance n i t l ~  tlle laws establ~shed b\ the C~ntral Electr~c~tv Regulatorv 
c ornmlsslon In C'hapte~ s ot tlie E1cctilc~tv Regulato~v COIII~IISS~OIIS Bill 1008 (Bill YY of 
1 '198) 

Pliese Rules mav be called thc State Electric Regu1atol-v Com~n~sslon Rules 1999 

The\. extend to the n hole or tlie State of West Bengal 

The Co~l ln~iss~on shall decide anv cluest1011 ~ e l a t ~ n g  to tile ~ n t e ~ p ~ e t a t ~ o n  ot these Rules 

Unless the context othenr lse I equlres a11 other words and phrascs used in these Rules shall have 
the 
meanlng attributed to them 111 the B ~ l l  

(a) "Bill" means The E l e c t r ~ c ~ t ~  Regulatorv Commiss~on Bill of 1998 

( b )  "Coinpla~nt" means a wlitten co~nplalnt filed with the COIIIIIIISS~OII bv anv person against 
'1 l~censee In contra\ent~on ot  anv plollslon ot the Bill ot anv older ~ u l e  license or 
instnlctlon made 01 ~ s s ~ l e d  priisuant to Sect~on LY of tlie B~ll  

( c )  "Chair-pe~son ' Incans the Cllaitperson ot the State E l ~ c t ~ l c  Regulatorv Comm~ssion 

(d)  "Member" means a Member ot the State Electr~c Regi~latory Commiss~on 

(e)  "Secretarv" meals that person des~gnated by the Conlmisslo~l to register and record the 
recelpt of ~nfo~lnatio~l conlill~inicat~ons data filings and such other inatenal as is 
rece~ved bv the Co~nm~ss io~l  and inav assume such other dut~es as are delegated by the 
Commiss~on 

1 2 COMMUNTCATIONS 

1 3 1  411 comn~un~cat~ons inclt~d~ng all wntten and electron~c correspondence motlons and 
pleadings shall be deemed to be filed 01 iece~ved on the date on wii~ch the Conlm~ss~on receives 



~liem at its pl ~ n c ~ p a l  c) t rice 

1 7 1  Co~nmunicatlons sliould dcscribe onlv one matter and sl~ould co~ltaln the name and 
ldd~ess oi the coinmuii~cato~ \I lien tlic sub~ect matter perta~ns to 1 pendln? casc the tltle ot the 
proccedlng ~ n d  the c,lse numbe~ sl~ould be g11 en 

1 2 3  Extensions ot T ~ m e  \\ hcn the last date to1 pertoi~n~ng anv act falls on a dav on 
\i htch the otfice of the Comn~ission I S  closed and b\ reason thcreot the act cannot be done on that 
\ i ~ v  i t  inav be cioiie on tlie nclt dac on wliich the otfice IS open 

I 2 4  Eve~v applicatron notice pleading petitlon co i~~p la~n t  mot~on summarv or 
nlemorandum tlled with the Comin~ss~on shall be signed bv the til~ng pal-tv or bv one or more 
lttonlevs 111 the11 ~ndiv~dual ilallles on behalf of the filing partv 

12.5 The proceed~ngs ot the C ommiss~on shall be conducted In English 

1 2 7  The Comm~ss~on sncill 11 11c 1 Seal of ~ t s  01\11 hlcll shall remain w~tllin the sate 
custodv of the Chairperson The Stal ot  the Comn~lss~on shall be aifixed bv an officer 
des~gnated for the purpose on all olders or coinmunlcat~ons made notices Issued or cert~fied 
coples granted bv the Commission 

1 3 8  The Secretarv 01 ~n hisihe~ ~bsence such other officer as inav be nominated bv the 
Cominlssio~l may exeicise such funct~ons as are ass~gned to h~mther bv these Rules or othenvlse 
by the Co~lln~isslon The Comin~ss~ou sl~all alwavs ha\ e the power to revoke revise inodifv 
 mend alter or othenv~se change an older made or actroll bv the Secretary or the officers of the 
Coiilmlss~on In c~rcu~nstances consrdei ed appropnate bv tlie Coin~n~ss~on 

FILING PROCEDGRES 

1 3  I Affidav~t 111 support 

(a)  Ally fi11ng petltion 01 icquest made before the Comm~ssion shall be ver~fied by an 
affidavit ~f so d~rected bv the C o m i n ~ s s ~ o i ~  

(b) Every affidavit shall be d~awn  up In the first person stating the full name age, 
occupation and address of the deponent and the capacltv in which he IS signlng and 
shall be s~gned and swo~  11 before a person la\% fullv authorrzed to take and recelve 
affidav~ts 

(c) Everv affidav~t shall clearlv and separatelv indicate that the statements are true to the 
hnowledge of the deponent information recell ed bv the deponent and bel~ef of the 
deponent 

( ~ 1 )  Wlie~e anv statement 111 111 affidakit 1s stated to be tiilc accord~ng to the ~nfoilnation 
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1ece11ed b\  tile depo~ie~it [lie a t i i d a ~ ~ t  shall also c~~sclose the source of such 
~nionnat~on togethel n l t h  sratenlent that tlie de~onent  belle1 es that lntormatlon to 
be true 

Presentation ot F ~ l ~ i g s  

411 petitions shall be t~led In such number or coples ,IS thc Comrn~sslon or Tribunal 
mav spec~ik E ~ c h  set ot the ~ e r l t ~ o n  shall be completc 111 ~ 1 1  respects 

A11 petltlons shall be locfgea to1 leglstratloli at the headquarters or tlie Comm~ssion 
ctur~ng bi~slness hours 

Act~on bv the Commiss~on 

Upon recelvlng a petltlon the Secretarv shall achnowiedge the recelpt bv stamplng 
and endors~ils the d ~ t e  on n hich the petlrion has b ~ e n  recel\ed and Issue an 
~cknowledgnlent ~ v ~ t h  stanln and date to the person t1111lg the petltton In case the 
petltlon IS recen ed bv icg~stered post the date on n li~ch tlie petltlon IS actuallv 
recel~ed at the otfice ot the Co~nrnrss~on sliall be tahen as the date on whlch the 
petltlon is filed 

The Secretarv shall dulv enter receipt of the petltioli 111 a reglster ma~ntalned for the 
purpose 

The Secretary mav decline to accept anv petitlon wh~ch  does not conform to the 
provlslons of the B111o1 the Rules 01 directions g11 en bv the Co~nm~ssion However 
no petltron shall be ~etuscd to1 defect In the plead~ngs 01 tonnat ~s~thout  g11 ing to the 
person ti11ng the petltlon an opporrimltv to rect~fv tlie detect n ~ t h ~ n  the tlme spec~fied 
tor the purpose The Stcretarv shall ddvlse the person filing the petltion In untlng 
of anv defect In tlie petltlon The Conimissio~l shall be ent~tled to call for the petltion 
and glt e such d~~ections ~egardlng the presentatloll and acceptance of the petltion as 
~t cons~ders appropriate 

Once the petltlon IS accepted bv the Coinmlssion w~thdraws anv order oi refusal the 
petltlon shall be duly reg~stered at the date of ~ t s  acceptance and given a registration 
number 111 tlie specified manner or In such inannel as lnav be determined by the 
Comm~ss~on 

As so011 as the petit1011 and all supporting documents are lodged and dulv scrut~nized 
and numbered ~t shall bc pldced before the Cornnl~ssion for admission 
Once the Colnmlss~on adinlts the petltion it mav glve such orders and directions for 
the servlce of notlces to tile respondent and other affected or ~nterested partles for the 
filing of repl~es and lejoluder 111 opposlt~on or In suppol-r of the petltlon in such form 
as the Co~nmission nlav ~ I I  ect 

APPEARANCES 



1 - 4 1  -In\ customer or lnreresred nelson n no des~res to panlclpate 111 a proceeding shall file 
t\ rrrtten petltlon tor l e a  e to Inten ene 01 to partlclpate In the proceed~ng 

1 4 2  The petit1011 shall state the nanle and address ot the perltloner I t  shall descrtbe the 
inanner In wlilch the petltloner 1s substantiallv ~ n d  spec~ficalli l t  tected b\ tile proceedlng It 
.I1a11 state the contention ot the perltlonel [he ~ e l ~ e f  sougilt lnd the sututorv 01 orher 

onlrnrssron rheretor and the natuie ot the el ~tience the petltlollcl \\ 111  nresent ~t the petltlon is 
:ranted - 

1 1 3  L'nless othen! rse pro! lacd In the nonce of hearing lhc r3etltlon must be tlled at least 
seven davs prlor to the date for heanng 

SERVTCE OF hOTICES 

i 5 I An\  notice 01 process issued bv the Comm~ssion m he s e ~ \  ed bv ~lnv one or more 
ot the tollowrng as d ~ ~ e c t e d  bv the C ommlsslon 

( '1) sen ~ c e  bv the part\ itself 

( b )  by hand dell! erv througll a messenger 

(c)  by reg~stered post nit11 acl~nowledgi~~ent due and 

( ci) bv publicatron 111 t\vo ( 2 )  national da~lv newspapers in tlie English language 

1 5 1  El enf notice or plocess I cqtl~red to be served on 01 dell! ered to anv person i~lav be 
S L I I ~  to the person at tile addless ~ L I I I I I S ~ C ~  bv 111111 for sen ice 01 at the place \!here the person or 
111s agent ordlna~ilv resides or conducts business or personallv I! orLs to1 gain 

1 5 3  The Commissron shall be ent~tled to decide 111 each case the requirenlents for servlce 
of notices suillmons pilbl~cat~ons and othei appropriate processes The Comm~sslon shall also 
be entltled to dec~de wllo shall bear the cost of such servlce and p~lbl~catton 

1 5 4  Where a lv  p e t ~ t ~ o ~ i  IS ~equiied to be advertised it sllall be ad~ertised w~thin such time 
as the Coinmiss~on may allow 

1 5 5  Unless otlienv~se specified by the Commiss~on the petitioner shall arrange servlce 
of all notices and other processes and for advertisement and p~ib l~ca t~on of notices and processes 
~equrred to be served The Con~mtssron shall be ent~tled to declde In each case the partv who 
shall bear the cost of such selvrce 111d publlcat~on 
1 5 6  111 default of compl~ance with the ~equ~rements ot the Rules 01 directions of the 
Commissroi~ as regards senrlce the commiss~o~~  lnav e~ther d ~ s m ~ s s  the petltlon or give such 
luither and other d~rections as i t  dcenis tit and proper 
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i 0 I Each ~espondent   gain st 11 honl the iiotlce ot rnqulrv 01  the petition 1s rssued who 
litends to oppose or suuport tlie perrtlon shall file a replv \vrthrn t11 c davs and ik~tll such number 
t coples as 111av be requ~red bc the Coil~mission In the ieplv the respondent shall specificallv 

~ i ~ n i t  denv or cuplaln the tacts stated In the notice ot r~~clu i r~  01 the petitlon and nlav also state 
such add~tional kacts as he cons~ders to be releiant and necessaiL to1 reachrns ajust dec~sron in 
the case The ieplv sh,lil be slgneu \ cntied and supported bc Inearls ot an atfidavrt In the same 
manner as 111 the case or the peti~roii 

I 6 2  The ~espondent shall sen e J copv ot the replv along n rth supportrng documents dulv 
lttested as true copres on the petitroner or h ~ s  authorized represeritati\e and file prooi of such 
scrvlce n 1t11 the office ot the Comn~ission at the trme of filing the replv 

i 6 3  El erv person who ~ntenas to file comments rn regaid to a matter pendrng before the 
C o n ~ m ~ s s ~ o n  pursuant to the adkertrsement and publicat~on ~ssued tor the purpose (other than 
tlie persons to whom notlces hai e bcen issued) shall dell\ er to tlic Secretarv the statement ot 
comments w~rhln ten davs 

1 6 4  The C o ~ n m ~ s s ~ o ~ i  nlav peni1it such appropriate person to participate In the proceedings 
before the Comm~ss~on if on a report i ecelved from the Secretarv the Cornm~ss~on consrders 
that the pi~rt~c~patlon ot such person 111 facilitate tlie proceedlngs and the declslon In the matter 

1 6 5  Urlless penu~tted bv the Conlm~sslon the person filing comments shall not be entrtled 
as of nght to partrcipate 111 the p~oceed~ngs However the Comn~~ss~oi i  shdll b e  entitled to take 
into account the comments filed aiter grvlng such opportun~tv to the pxties 111 the proceed~ngs 
1s the Corn~niss~ou consideis appiopl i~lte 

1 7 1  Publ~c hear~ngs will be granted as the Comm~ssion nlav determine In specific cases 
The Coinrnissio~l lnav determine the stages manner the place tlie date and tline for heanng the 
tilatter as the Co~nm~ss~on  considers appropnate 

1 7 2  The C o n ~ m ~ s s r o ~ ~  shall mantarn a publ~c l~sting of ,111 proceed~ngs set for heanng 

1 7 3  All hearings shall be held at the pr~nc~ple  office of the Commiss~on, unless the 
Commrssion designates a d~fferent location wrth at least seven davs advance notlce of the 
heanng 
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The C ommlsslon sllall SI! c \\ ntten notlce or I l~stcd I I L ~ I I I I ~  III ~ I I C  pend~ng matter 
to dl1 partlcs to otliers \\ ho I i a~e  made \\titten cqucst to1 notice ot heartng In a 
part~cula~ mattcl and to such other persons as deemed rlecessarv or Jppropnate bv the 
C ommlsslon 

Such notlce shall ~ncludc but need not be l ~ ~ n ~ t e d  to tlie t1111e date place and nature 
o t the hearing 

Uot~ce ot J liear~ng shall be ylven at least I4 d ~ v s  pilor thereto unless the 
Commlss~on finds to1 ~ c ~ s o n s  ~ecolded In i \~l t rng t11,lt a s h o ~ t e ~  per~od of not~ce 1s 
~onsistent w~th  the P L I ~ I I L  interest 

The Co~l~m~ssron  iilav lcclLllie anv person tlllng a11 1111t1dl plead~ng to l v e  uotlce of 
the heart~~g on such plead111g bv pubircatron rn two ( 2 )  nat~onal dadv newspapers In 
the Eilgllsh ldnguage 

Conduct of Hearrngs 

The hear~ng sl~all be conducted bv a presiding o tfice~ 11 ho shall be the Cha~rman of 
the Comn~~ss~on  01 J member des~gnated bv the Cha~llilan The presld~nz otficer shall 
~dm~nis te r  oaths and affinl~at~ons issue subpoenas and make all dec~s~ons regarding 
the ad~lliss~on or euclus~on of evidence or Jnv othe~ procedural inatters whlch may 
arise 111 the course ot the hearing 

Where on a fixed date to1 heartng allv of the partv does ~iot  appear when the matter 
1s called tor tile C o m n ~ ~ s s ~ o n  mav e~ther  dlsm~ss the petltlon tor default of 
appearance or proceed agalnst the partv rn default and hear and dec~de the petltlon 

Where a petltion 11'1s bcen d~sm~ssed 111 dciault 01 dec~dcd \t ~thout the partv present 
the person , ~ g g i ~ c ~  ed mclv t ~ l e  an appllcat~o~l \\ i th~n 30 days from the date of such 
drsnlrssal or orcte~ The petltloner rnav seeh ~ccall of tlte older passed The 
Comm~ss~on m~lv ~ccall t l i ~  older on such tc~ills as ~t consldcrs tit ~f the Comm~sslon 
IS satisfied that the~e were sufficient cause for non-dppearance when the petitton was 
called for hear~ng 

The purpose f o ~  d~scove~v 1s to facll~tate the heanng plocess by permitting the partles 
and the Comin~sslon to g~1111 access to all ~ e l e ~ a n t  ~ntonllatlon In an efficient and 
timely manner Dlscove~v 1s ~ntended to reduce hear~ng tllne narrow the scope of 
Issues plotect the I 1g11ts ot tlie partles and ensure rh'lt a colllplete and accurate record 
IS col~lprled 

The p les~d~ng otfice~ shall ~ s t a b l ~ s h  d i s c o ~ e n  proccdu~cs 111 each case \ \ h ~ c l ~  take 
Into Llccount tlic leylt~nlatc r~ghts ot the partles tn thc conteut ot the case at Issue in 



iccoidailce \I ~ t l l  the Bill 111 ~stabi~shlng alscol cn  p~occdLlres tlic' presiulng otficer 
I I I U S ~  cxelclse 01s d~scrct~on to balance the ~nrerests ot rhc partles ancl ensure that the 
~ n t o ~ ~ n a t i o ~ i  necessart to complete the record is piouuced \\~thout unproductive 
delavs 

( L  I At anv tliue In the conduct ot the case the Commission nuv lequire aiiv person whom 
the Con~inission ~o i i s ide~  s approprtate to produce such docuii~entarv or other 
el ~dence 1s the Comm~ssion mav conslael necessaic to1 the purpose or enabling it 
to col~duct a tali healing 

( r l l Dlscoveiv lequests mlv bc made at aiiv t~iiie atter the colninencelnent of an 
lilvestigation and partres die encouraged to coinpl\ \oluntarllv \ \ ~ t h  any such 
requests to1 ~nforrnation before tlie tonnal heanng process beg~ns 1'+ liere appropnate 
tlie p ~ e s ~ d ~ n g  otficer shall sstabllsh a toi-rnal schedule either ~t the procedural 
conteience or at some time betore tlie commencement ot el identlan hearings 

( L )  The Commiss~on mav d ~ ~ c c t  the s~uininoning of t l ~ c  nitncsses dlscoverv and 
product~on ot anv documcnts or other matenal In e\ ~dence requlsitlon or anv public 
record fi-0111 anv otfice The Coinm~ss~on inav direct the euanl~nation ot such books 
finailcia1 stateinents 01 o t l ~ c ~  docun~ents or intormation as is held in tlie custodv or 
contiol of anv persoii n li~cli the C o ~ n m ~ s s ~ o n  cons~dcrs to be re le~  ant to the Issues 
involb ed 

( f )  4 pdrtv IS under a continu~ng dutv to amend leaso~iablv 711 emlv iesponse if lt obtalns 
~nfon~lation that the lesponse itas ~ncorrect or incolnplete when made or that the 
response though correct \I hen inade is no longer true 01 complete 

1 ' 7  Depositions nlav be taken ~f agreed to bv a11 partles 01 bv Older or tile pres~dlng 
otficer in the event ot a d~spute tollom ~ n g  a motion bv the requesting partv 

I ' S  Rulings 

( a )  The plesld~ng office1 shall iiial\e adbiso~v I ulinys dril~ng the couise of the heanngs 
when requested to do so bv 3 paitv 

(b)  Rulings the presid~ng officer shall remaln In full force and effect unless and until set 
aslde or ~nod~fied bv the C'omm~ss~on 4izv ruling ot the presiding officer may be 
appealed to the full Comm~ssion 

(c)  If a partv w~shes to appeal a rullilg of the presiding otficer the party should 
lmmed~ately not~fy tile presid~ng officer on the record if poss~ble The appeal must 
be filed 111 wrltlng and scir ed on all other parties 

( d  A pal-tv mav move at anv tlme atter the submrss~ori of ,111 inltial litlng tor dls~nlssal 
or sunlrnarv j~~dgment as to ail Issues 01 anv issue 111 tlie case The lnotlon shall be 
filed in w~iting and sell ed on all paities A motion toi suminan, ji~dg~nent shall set 



forth In ctttail suctl S L L D D O ~ ~ I I I ~  facts as \ \oi~ld b~ ~ c l m ~ s s ~ u l e  in ct~dence The 
ix-estalng otficcr shall iirora other parties J ~easori~nie  nme to respond In \\rltlng 
311d IIIJV 111 h ~ s  dlscret~on p~rrnlt oial argument or1 tlie inot~on 

( L )  A l l  p'lrtles counsel \\ I~IIL'SSCS and other pcrsolis p~cscnt at J he u 111g shall conaucr 
tliemsel~ es In a manilel conststcnt n ~ t h  c o ~ i ~ ~ i ~ o ~ i  st,lnci,lrds of decot urn 

I )  At anv stage ot ~I ic  Iiea~ing [lie ntesid~ng otficei n u \  c ~ l l  f o ~  tilt-the1 ev~dence upon 
in\ Issue ~11d iequlre sucn el tdence to be p~esented b\ the partv 01 parttes concerned 
01 b\ the statf co~unsel e i ~ h e ~  at tliat Ileanng 01 adloummeiits thereot At the heanng 
the prestdlny officer IIIJ\ li~tlior~ze JIIV paitv to t ~ i e  spec~fic docu~iientarv el tdence 
IS a part ot tlie ~ecoid  11 ithln a spec~tied t~nie  

( '1) A t  the request ot a ~ i v  pcli t \  ~iiade In wnting at least one dav betore the heanng date 
or ot ~ t s  own ,iccord the C ommlssloli shall provide that all proceed~ngs 111 a pending 
case be otficlallv tecoided bv a ieporter appotnted to1 that purpose The Comm~ssion 
shall requlre anv partv requestins a copy of the tratiscrlpt to pav tlie reasonable cost 
ot prepanng sald copv bctore the Commiss~oli mahes satd copv a\ allable to the partv 

( b )  Corrections in the otf ic i~l  tlanscrlpt may be made 0111~ to conionn to the el  ~dence 
presented at the heanng T~~i i scnp t  corrections agleed to bv the Cominiss~on iilav be 
~ncorporated Into the i ecord 

TENTATIVE DECISIO'VS 

I S 1  In anv proceeding the pt~siding otficer inav call ail p~lltles together tor a conterence 
171 10r to tlie tah~ng of testlmonv 01 m,iv I ecess the Iiearrng tor si~cli conterence The presldlng 
otficcr sliall state on the ~ e c o ~ d  the ~esults of such conference 

I S 2  Such tentative ot ptoposed d e c ~ s ~ o ~ i  shall contain I statement ot leasons and a 
determination of each Issue ot fact 01 law necessarv to such dec~slon 

1 9  ADVISORY RULING 

I 9 1  4nv interested petson inav at any t t~ne request an ad\ ~sorv  rul~ng w ~ t h  respect to the 
?ppl~cab~l~ty to anv person propel-tv 01 tactual sltuatlon of any rule enforced or administered bv 
the Con~rn~ss~on The iequest sliall be ~ddtessed to tlie Commission and sent to the Clia~rperson 
I3v mall or del~veled In pets011 dultiig ~ i o ~ ~ i i a l  bi~s~uess hoius \ I 1  ]ques ts  shall be signed bv the 

person petltlotiel contall1 111s ~dd tc s s  and statc clearlv and conclselv tlie substance or nature of 
the request The request m,iv bc ~ c c o ~ i i p a ~ ~ ~ e d  bv ruiv supporttng d ~ t a  \ lews 01 arguments If  the 
Commissron cteteini~~ies r h ~ t  J n  ,iri\ l so~v  111111ig W I I I  not be ~endered tlie C'omm~sslon shall 



\  thin ten uavs thcreattcr ~ i o t ~ t ~  tlic netitloner that the request 15 ci~nied If a11 ad\ ison rul~ng 
4 reilaered a copv 01 tile lullng snall be sent to the petitioner 

1 0 2 The C ommission ma\ noti t i  anv person that an acli I S O I V  I i i l ~ i i ~  Iias been requested 
111d Ii1av lecei\c and cons~dci ii~Luileilts lens oi d ~ t a  ti0111 ~ ~ c ~ s o i i s  othc~ than the person 

I tquesting thc r~11iii~ 

I 0 3  The Commlss~on upon I rs  oI$n lnotlon 01 upon niotlon tw a partv or other person 
~ o ~ n e d  111 tlie p~oceedins m a  oldel nl oceed~ngs in\ 011 11ig a conimon cluestion ot lam or tact to 
Ix co~~solidated tor heai~iig on ,in\ 01 111 of the matters In issue In such proceed~ngs 

1 1 0 1  Anv matter conta~iied In ~111\ rccords investigat~ons ~cports and documents in the 
l>ossessioii o f  the Co~ninission ot 11 hlch a pal-tv or the Commiss~on dcsires to avail itself as 
L \  ~dence 111 making a decision shall be offered and made a part ot the record 111 tlie proceeding 

\LICII records and othcr doc~~iiients iieed not be produced 01 111 lrhcd to1 ~deiit i t~cat~on but mav 
I,e otfered In evldeiice b\ specif\ 111g the report docuinent or othe~ tile containing the matter so 
offered 

1 10 2 Tlie presid~ng otficci 111~k allow prepared di~ect  test~inonv ot anv wltness to be 
otfered as an euliibit and lnav o~nit  oial presentation ot the test~monv Copies ot such proposed 
cvhibit shall be served upon all persons who have filed a11 appearance and on staff counsel of 
I ecord at least scveii davs In ad\ aiice of the session of the heanng at which such exhibit is to be 
offered 

1 10 3 In anv healing held ~ L I I S L I ~ I I ~  to an In\ estigatioii ot tlic p~oposed iates the proponent 
of the iates sli,~ll ~iitioducc as ,In e\li~bit a C O ~ V  of the proposcd Iates and of those currentlv 
c~l fo~ced  

1 10 4 Two 01 iiioie p'li-tles to .in\ pioceeding nlav file 111th the Coi i~ i~~iss io i~  and senre on 
111 parties a wrrtten stateiiieilt of spcc~tic facts or issues Tlie statcme~lt shdl be supported by 

1 elevaiit and iiecessanl c\ ~deiice Otliei parties shall file an\ response to the statement w~thin five 
rlavs atter service 01 w~thrn such other tIme as inav be orde~ed bv the presid~ng officer The 
Coininission shall lr~le on tlie acceptability of the statement iv~tl~iii five days 

SUMMARIES 

I 11  I Tlie pies~ding otfice~ ma\ allow and fil a tllne for the picsentation of oral argument 
ilnposing such lim~ts of time 011 the aiguinent as deemed appropriate in the proceeding Such 
irsument shall be transcribed and bo~uid w ~ t h  tlie transcript ot testlillonv 

I 1 1 2 Summanes inav be filed bv a partv e~ther before or d ~ u  Ing tlie comse of a Iieanng or 
w~thin suck tliiie thereafter as tllc pl cs~dlilg officer shall designate 



( 1)  4 conclsc statenlent 0 1  the case 
( 1 7 )  An abstract ot thc el ~dcncc lclied ~ipoii bv tlic ~ ~ I T V  tillllg \\ it11 ictcrence to the pages 

o t I ecord 01 euhib~ts \I lie] c the e\ idence appears 
( c )  Arg~u~llent ~ n d  ~uthontucs ~ n d  
( d l  Proposed findings and conclusioi~s '111d lf deslrcd 3 ploposed tonn oi order or rule 

i 1 I 1 The Corn~~~ission nlav nllo~c the parties to file e\ identlalk documents ot anv kind or 
c\hlb~ts at a time siihsequcnt to tlic completion ot healing silch tline to he determined bv the 
C ominissiou 

1 12 RECALCCLATTON 

1 I2 1 W~thin fi\ e davs ot sel\ ice ot J final C o m n ~ i s s ~ o i ~  O~dci  a partv mav file a lnotlon 
lor iecalculatlon based on an alleged 111ad\ertent error in J c ilculatlon contained in a final 
Co~nmissio~l Older The Inotlon shall set tort11 111 detail the pioposed adjustmei~ts and the bas~s 
lor the changes The Comm~ssion mdv 111 ~ t s  drscretroil convene a conference or hearlng to 
~liscuss the inotlon The Co~nmission must act upon a 111otion to1 lecalculatlon with~n 15 davs 
of recelpt of such motlon unless i t  11otlfies the partles 111 \I nting that a longer penod of time will 
be requ~red and specifies the add~tional length of time necessarv to consider the motion 

, 

1 13 1 RECONSIDERATION 

, 1 13 1 Wit11111 ten days ot sell ~ c c  ot a ti uai Co~nmusslo~~ Oldci partv lnav tile a motion for 
I econs~deration Parties to thc proccedlng shall be atforded a l c ~ s o ~ ~ a b l e  opponunitv to respond 

I to a motion to1 ~ecoi~sidciation Thc Co~i~iniss~on must act ilpo1-1 '1 nlotlon tor reconsideration 
 thin 15 davs oi iecelpt 01 such mollon unless ~t notifies the p'trties In \cr~ting that a longer 
penod of time will bc ~ e q u ~ ~ e d  and specifies the addltlonal length of time necessarv to consider 

, the motion 

1 1 4  DECISIONS 

\ 

1 14 1 A11 o~ders  detennlnations ~ n d  decision of the Commls~~oii  shall be taken in wntlng 
and shall ldent~fv the deteiminat~on of the Chairperson and a11 Vc~nbers pilrsuailt to Sect1011 XX 
of the Bill 

1 14 2 All tariff decisions of the Conl~niss~on sllall be Issued within six months of the date 
of recelpt bv the Commiss~on unless shorter time l~mitations on rl specific aspect of a case have 
been stipulated 111 these Rules 

1 14 3 The leasons glcen bv tlie Conlinlss~on in support ot its oiders ~ncluding those by anv 
dissenting inember oi n~einbers i t  Inv shall folm a part of tlie older Copies of all orders sl~all 



1 I4 4 411 o~deis  and dcc~sio~ns ~ss i~cd  01 communicated b~ the C ommlsslon shall be certified 
h \  s~gnature ot the S ~ c r e t a n  01 ~ c h  pcison as is dcs~gnatcd on l i~ s , l i~ r  behalf b\  the 
c'hdirperson 

1 14 5 A11 final orders ot tlnc C ommisslon shall be cominunicatcd to thc parties In the 
p~oceedrngs iunder s ~ ~ n a t i i ~ c  ot thc C lla~l-person 01 such nerson 1s 15 dcsrgiiatcd on lts behalf bv 
the Cha~nnan 01 the Sec~etal\ 

1 I4 0 The ( oiin~n~ss~on sh?ll L I L  u I \  Inulcatc that i c r ~ u ~ d s  111 11 IJC o~dered to1 the protection 
o t customers \\ h ~ l e  t a ~  i tf ~ C C I S I O I ~ S  '11 L pc~nding before tile C o~ i in~~ss ron  

1 15 APPEAL FROM COMMISSION DECISIONS 

I 13 1 The Co~n~niss io~i  sllall not~tv all parties of tl~cir nght to appeal a tinal decls~on of the 
C oinnl~ssion '~nd ot the t111ne 11m1ts 011 their rights to aupeai lnv  puson ~ g g n e ~ e d  bv anv 
decision or orde~ of tlle State Comm~ssion nlav t~ l e  an appeai to the HI$ Coiu-t ot West Bengai 
~oticerned n 1t111n srxtv (00) davs tiom the date o t the coinnnnunlcatloii oi the dec~s~oil or order of 
the State Conlmisslon to 111111 on cluestion ot law allsing out ot such order 

1 16 INSPECTION BY THE PUBLIC 

1 16 1 The Co~nn~issron shall mainta~n a poilcv tor lnspectlon and evaiu~nat~on of public 
files ~ n d  records The Comnniss~oii sl~all post a fee schedule tor ob t a l l l~n~  copies of anv 
Commission documents a\ a~lablc to tile pilbl~c The Commissio~~ sinall post the tllnes ot publ~c 
lccess to t11es and recot ds 

I I 2 Recoi ds 

( J )  411 lecords ot el erv proceeding shall be open to1 Inspection ~lnless certain parts are 
spec~fied bv the Co~nni~ss~oin as confidential or  pi^\ ~leged 

(b)  Public access to recolds of tlle Coinrn~ss~on shall be si~blect to cornpilance wit11 such 
terms as the Co~nm~ssion mav d~rect horn time to time ~ i i c l u d ~ ~ ~ g  tlie tune place and 
inainiler and the pavlnent of prescr~bed fees tor inspection 

(c)  The Comn~iss~on luav develop record Iteeping svstems nunnbenng systems and case 
management svstems as '11 e approprlate 

1 1 7  CONFIDENTIALITY 

1 17 1 The Comm~ssion mav Issue such standards for contident~al~tv as it deems appropnate 
The Connmrssioin mav clnainge ui~end 01 ~ c i o k e  standards ot cont~dentiai~tv at anv t~ lne  
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~otisistent n it11 thc pro\ Isions ot thcse Rulcs 

I 17 2 4nv person co~iiuelled to p~ oduce doculnents 111 an In\ estlgatlon mav cla~m that some 
01 all ot the Inroliilatlon colltaincu 111 1 p a ~ t ~ c u l ~ r  docuii~cnt 1s ckemnt troll1 tile contident~alitv 
btandards ot the C o ~ ~ ~ m l s s ~ o n  

( 1 )  Tlle PCISOII n~'il\~ng such c i a ~ ~ n  shall f i 1 ~  J btatement spec~fb~ng the 
just~ficat~on to1 '1 cl'um ot confident~al~tv General clalms oi 
contidenti~li t \  e not su tfic~ent lntol-inat~on must tum~shed for the 
Comm~ss~on to make an ~ntormed dec1s1011 ot the request tor contidentla1 
t~ eatnlent 

( 1 1 )  The Colnmlssion ~etalns the nght to 11ialte the detenninat~on w ~ t h  regard 
to anv claim o t coniident~al~tv 

(111) Uotice of the dec~slon bv the Comm~ss~on to denv a claim 111 whole or ~n 
part ~ n d  an opportunltv to respond sllall be glven to a person claiming 
~ontidentlal~r\  110 less than fi\ e davs bet01 e its piibl~c d~sclosure 



Appendix 15 15 

SECTION 2 
ADOPTION OF RULES 

2 1 PETITIOU FOR -4DOPTION OF RULES 

2 1  1 Anv ~nte~ested peison 01 111s dulv authorized attorney n ~ a v  at anv t1111e petition the 
( ommission to adopt mend  or ~ e p e ~ l  anv lule The petltlon s h ~ l l  be addressed to the 
('oinm~ssron and sent to the Secretxv bv mall or delivered 111 person durrng normal business 
hours 411 pctrtioi~s shall bc signed 1 7 ~  the petltloner or 111s attornev contaln 111s address or the 
lddless ot his attome\ ~ n d  set toith cleailv 2nd conclselv the tekt ot the proposed rule The 
petltron mav be accompanied bv 111v supporting data 1 lews 01 aguments 

SCHEDCLE 

7 3  1 Upon recelpt ot a petltlon for the adoptron amendment or repeal of a rule or upon 
ibrttten recoinmendation bv the C'h~irperson or a Member ot the Colnmlssion tl~at a rule be 
~dopted amended 01 ~epealed the Commission shall determ~ne 11 hether to schedule the petltion 
or  recommendat~ou fol h~rther proceedings The Co~nrn~ssion mav dctermrne to denv the petitlon 
w~tliout referral 01 n ~tl~out  a hearing 

2.3 PUBLIC HEARING IS REQUIRED 

2 3  1 Notice 

( ~ 1 )  Notlce ot '1 p~ibllc hear~n: shall be given at least 21 clavs prror to tlie date of the 
I~ear~ug unless anv appilcable law specrfies some othe~ time The Commiss~on shall 
publish the not~ce 111 at 1cast tnlo i ~ ~ ~ t l o n a l  dailv newsp,iper In the Engllsh langua~e 
Iiavlng crtculat~on in the 'Ilea spec~tied bv tile Comm~ssion 

(b)  The iioticc shall contain tlic following 

(1) The s t a t u t o ~ ~  Co~~imlssion to adopt the ploposed rule 
(11) The tline and place of the public kearlng 
(111) The evpress telms or t l ~ e  substance of the proposed i-ule 

2 3 2  011 tlie date and at tlie time and place designated 111 the notlce the Cornmlss~on shall 
llold a publlc hear~ng Tlie meetrng shall be opened pres~ded over and adjourned by tile 
Chalrman or other lnenlber of the Comniiss~oii W~thr~i  ten davs after the close of the publlc 
liearlng wutten stateliients and aiguments may be filed wlth the Commiss~on The Commlss~on 
shall coilslder all relevant niattel plesented to it before adoptliig ~niendlng or repealing any rule 

2 3 3  Any ~ntelested person 01 his dulv authorized iepreseiitative or both shall be glven an 
opportuilltv to plesent oral stateinents and arguments In ~ t s  dlscletloii tlie Colilmisslon may ilmlt 
tlie length of oral presentatloll 



2 4 -IVAILABILITY OF RULE 

2 1 1  The Chairperson ot tlic Comrn~ss~on sl~ali be r~spons~ble tot hcep~ng a book 
containing all the Rules of the Co~nm~ssion 

3 1 2  In add~ t~on  the C ha~rpe~soii shall coil~pile sna publish the rules \\ li~ch are currentlv 
In etfect A11 the rules ot thc Commission shall be s ~ a ~ l a b l c  to1 Inspection dur~ng 11ormal 
hi~s~iiess hours at the Commission s otfices Copies of sll rules shall be a\ allable to anv person 
o n  request The Commission nlav cliargc a reasonable tee to1 each copv 

2 5 REQUEST FOR NOTTCE OF HEARINGS 

3.5 1 4ny person or gtoup mav t ~ l e  a request in n ntlng to lecelve notlce of hearlngs or 
I ~ ~ l e s  which mav affect such person 01 goup  

7 5  1 The lequest shall contam the follo\v~ng Name ot person or group address subject 
matter ot nrles wh~ch lnav atfect the person or group 

2 5 3  The request sl~all be  filed \iritll the Secretanl ot the Commrssion dunng the month of 
December and shall be 111 effect onlv during the subsequent calelidar vear 

2.6 FURTHER POWERS OF THE COiVIMISSION 

2 6 1  The Comm~ssion lnav n~ahe such further rules for the coliduct ot bus~ness before the 
Co~nin~ssion as ~t deems necessarv 111 clccordance w ~ t h  the rules conta~ned witl1111 this document 
~ n d  rn accord~nce w ~ t h  the B~ll 
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SECTION 1 

I I SCOPE OF APPLICATION 

1 1 1 Everv elltitv generating transmrtting or d~stnbuting electr~citv In the State of West 
Bengal 1s required to have approved tailtfs on file with the Coinm~ssion 

I 1 2 The Commission shall prov~de the standards for caiculat~ng the elpected revenue from 
~harges and for determining the ta~lt-fs f~orn time to tline The Commlss~on rnav at anv time 
add amend alter revise subst~tute 01 otherwise change the standards In accordance wlth the 
d~rect~ons ~ssued by the State Government 

I 1 3 If such tanffs are not on tile 01 have not been approved in accordance w~th  these Rules 
then the Co~nmlsslon w11l order such tillilgs as its deems necessarv 

1 1 4 Everv entlty generatmy transn~~tting or d~stnbutrng electrrcitv tor retall sale In the State 
of West Bengal rnavbe requ~red to obtain a license for such generation and sale in accordance 
with rules as mav be promulgated bv t l~e  Commlssron 

1 1 5 Unless othenvise provided bv the Comm~ss~on a llcensee shall charge onlv such tanff 
from consumers as 1s approved by the Coinmlsslon 

1 2 FORMAT OF TARIFFS, SCHEDULES AND CONTRACTS 

I 2 1 All tariffs schedules and contracts shall be tvpen nrten pi lilted or othenv~se leg~bly 
duplicated 

1 2 2 Two copies of all taritfs or schedules and two copies of all contracts shall be filed wlth 
tlle Comm~ss~on 

1 2 3 Contents 

(a) Each tanff or schedule shall show prom~nently the name of the licensee making a 
pet~tloil for approval by the Comin~sslon 

(b)  Tar~ffs and schedules shall show plainly all requisite detail to explain the bass  of all 



charges to be made and all 1 uies :o\lemlng the same S~ l~edu le s  shall show not onlv the 
plrce or ~ u n ~ t  upon wlilch b'lsed but  also a11v and all metel rentals service charges basis 
lo1 deternxning demand d~scounts and other detail necessalc to1 a complete 
i~nderstanding o t the charges ccntemplated 

( c )  The petltron shall state 111 a concise nlanner the grounds and facts torm~ng the basis oi the 
petltlon and the rellef 01 detennlnation sought 

i 2 4 humbenng and Effect11 e Date 

a )  E ~ c h  tanif or schedule shall be desrgnated bv an ~ndir   dual number progressing from that 
ldst filed bv the same partv 01 111 case of a new serres h-0111 1\10 1 Each shall show 
pla~nlv the date ~ssued and date to become effect~ve 

( b )  When ionvard~~lg sutfic~ent: tune must be allowed to cover transmlsslon In order that 
tanffs and schedules raav become etfect~r e on the date specified wh~ch 1s the first dav of 
the rnontll next after the euplratlon of 14 davs from the date of filing w~tll the 
Comm~ss~on 

1 3 LETTERS OF ADVICE 

1 3 1 Letter To avotd 1111sunderstandlngg tar~ffs or schedules should be accompan~ed bv a 
letter of Transmittal addressed to the Cha~rrnan of the Cornrnlss~on sl~owlng the name of ~ s s u ~ n g  
partv ~ ~ ~ d ~ v ~ d u a i  number and effectlrfe date The Letter oi Adv~ce  should be sent In dupl~cate 
and one copy shall be stamped and returned to the sender s h o w ~ ~ ~ g  the date of films The Letter 
should be sent 30 davs 111 advance of the Intended request tor a change 111 tar~ffs or schedules 

1 3 2 4 letter of euplai~at~on at the tlme ot filing shall accompanb 111 t a ~ ~ t f s  and schedules 
Such letter shall set iortk in wliateve~ dcta~l 1s necessarv the total amount of the change In 
char~es  proposed bv the new schedule ~ n d  the eifect by cornpanson w ~ t h  customers charges 
imder the evlstlng rate schedule The letter of explanat~on shall ind~cate the effect on the b~llings 
of the custonlers served under the varlous rate class~ficat~ons affected This letter of explanat~on 
shall be In addition to the letter of transrn~ttal referred to above 

1 4 POSTING OF RATES 

1 4 1 All rates charges and pnces set forth In tanffs or scliedules tiled bv a llcensee engaged In 
the transnllssion d~s t r lbu t~o~l  and sale of electr~c~ty 111 accordance \\ ~ t h  the above rules shall be 
pr~nted and copres thereof shall be made ava~lable at the l~censees offices and at the office of the 
Comm~ss~on 



1 5  DATES 

I 5 1 411 matters filed undei these Rules shall be deemed filed on the date ot receipt bv the 
C oinmission 

1 6 UOTICE OF C E N E U L  RATE CHANGES TO CUSTOMERS OF 
LICENSEE 

I 6 1 Whenever there IS an application for a general change In rates pursuant to these Rules the 
Comm~ssion mav requlre the l~censee to glve notlce of the appiicat~on bv publlcat~on in two (2) 
natlonai da~lv  newspapers In the English language having circulation In the area spec~fied bv the 
Cornmissioll 

1 6 2 The newspaper notice shall contam the following ~nformat~on 

(a )  Total rupee amount of. rate change, 

(LJ) Total percentage change in annual revenues 

(c) Typical blll impact of the proposed change on each class of customers 

(d) A statement lndicat~ng that the Commlss~on has suspended the effective date for the 
proposed change untll the specified date 111 order to conduct an investigation and that the 
Coinm~sslon has prov~ded for refund protectlon to the customers ~f such protectlon IS 

warranted 

( e )  Place date and time of publ~c heanng, 

( t) Companv telephone number that can be called for further tntormatlon 

1 6 3 This notlce shall be published a minrmum of two times n~rth the first publlcat~on 
occurring at least 21 davs before the date of the first publ~c l~eanny The second publication is to 
occur approximatelv seven davs before the date ot the first publlc heanng 

1 6 4 Concurrent with the filiilg of tile rate request wrth the Cornmrssion the licensee shall 
include a copy of the proposed notice as part of its filing 

1 6 5 In additlo~l to notice by publication, the licensee shall l~lclude an Insert notlce w ~ t h  ~ t s  
legular b ~ l l  for charges transmitted to each customer dur~ng the next regular blll~ng cycle 
lnimediately followrng the til~ng of the request tor a rate change 



2.0 GENERAL PRINCIPLES 

2 1 1 TI-re Co~nmisslon 111ust conslde~ the tinancial integritv ot the ut111t\ and the customer 
I ~ g h t  to a rellable service at reasonable rates as the pnmarv goals ot legulat~on Its actlon must 
balance these two seals 

2 1 2 The Commiss~on recognizes that the utll~tv lncurs costs In provldino, customer servlce 
J I I ~  IS entitled to the opportunitv to recover these costs 

2 1 3 The burden to prove that costs are reasonably and prudentlv Incurred l ~ e s  wlth the utility 
The Commlsslon has a nght to challenge these costs and disallow unreasonable or imprudent 
Investments and costs 

2 1 4 The ratemak~ng process should produce rates such that when applied to bllllng kwh sales 
w ~ l l  iesuit in revenues that are suific~ent to cover cost lnciuding a reasonable return (profit) on 
the ~nvested funds bv the enterprise This is the fundamental traditional ratemaklng approach 
s l d  rate structures and procedures should be consistent w ~ t h  t h ~ s  principle 

2 1 5 The Commiss~oi~ mav consider practical Issues such as ease of bllling, customer 
understandmg, available teclmolog~es in rate cases 

3.0 COST SERVICE 

3 1 1 Operat~ons and nlalntenance evpenses ~ncluding fuel and purchased power 

3 1 2 Deprec~ation and Amortization 

3 1 3 Taxes other than inconle taves 

3 1 4 Income taxes 

3 1 5 Return on investment (profit) requirement 

Sum of these components produces total cost of service which is then compared to the annual 
levenues produced and bllllng kwIkw11 sales Rates are then adjusted to equailze revenues to the 
total costs for the annual perlod called the Test Year 
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RATE DESIGN 

4 1 1 The Cominlssion mav develop such methodologies tor rate deslgn and cost allocation as 
Ire deemed appropriate 

4 1 2 The Co~nrnisslon mav requile that Licensees prepare detalled load forecasts cost 
~llocation methodoloyv cost ot selvlce studies bv customer class torecast ot blll Impacts by 
customer class and such other information as is necessary 

4 1 3 The Comm~sslon mav apply such standards of revlew as are appropnate and consrstent 
wlth pnnclples of rate maklng approved bv the Commlsslon In order to produce just and 
reasonable tanff schedules 

5.0 STANDARDS AND GUIDELINES 

5 1 1 The Commlsslon mav lssue guldeliiles regard~ng the substance or contents of filrngs to 
provlde assistance to licensees seeking changes In tanffs The Coinmlsslon mav set standards 
regarding the substance or contents of filings to provide assistance to licensees seeking changes 
In tariffs The Colnmlsslon mav amend change, alter or revoke guidelines or standards at any 
trrne The Colnmlss~on may hold public hemngs In accordance wlth these Rules In the 
development of guldelliles and standards 

5 I 2 Any l~censee seeking a change 111 tariffs schedules shall submlt to the Cornmlssion full 
documentation supporring the requested change together wit11 such ~nformation and data as IS 

deemed necessarv and ielevant to the case according to the guidelliles or standards issued by the 
Coinn~lsslon 

5 1 3 The Commlssion shall evaluate tarlff submissions and establish standards and guidelines 
JS are deemed appropnate The tarrff desrgn objectives that m1l1 gulde tile Commlsslon follow 
The Conlmlsslon will make ~ t s  best efforts to strike a balance between the stated objectives in 
order to optlmlze benefits to all parties lilvolved w h ~ l e  taking Into account technical and soclal 
lim~tatlons 

(a) protect consulners against monopolistic and ~Iigopolistic prIces 

( I )  licensees wlll only be allowed recovery of those costs prudentlv ~ncurred to meet 
the deinonstrated needs of their customers 

(11) licensees will be allowed profits under a f a r  return standard which promotes 
continued investment 111 equipment and facilities 

(111) the profits allowed Ilcensees will take into account operational efficiency and 
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qual~tv of service 
(17) heep in \. rew the research dex elopment ~ n d  capital In\ estment programme costs ot 

l~censees 

( I )  llcensees will onlv be allowed recoverv of those costs prudentlv incurred to meet 
the demonstrated needs of thelr customers 

( 1 1 )  llcensees w ~ l l  be allowed profits under a fair return standard which promotes 
continued investment 111 equipment and iacll~ties 

(111) the profits allowed l~ccnsees will take into account operat~onal effic~encv and 
qual~tv o t service 

(c )  encourage efficrencv in I~ceiisees' operations and qualitv of servlce, 

( I )  l~censees w11I onlv be allowed recoverv of those costs prudently incurred to meet 
the demonstrated needs of their customers 

(11) l~censees will be allowed profits under a falr return standard whlch promotes 
cont~nued lnvestlnent In equipment and facilities 

(111) the profits allowed l~celisees wrll take into account operational efficiencv and 
qual~tv of servlce 

(d) encourage economic efficlencv ru the electnc power ~ndustrv 

(1) tanffs w111 reflect the full cost of servlce to consumers 

(11) tanffs wr 11 reflect marginal cost pnncipies where poss~ble 

(e )  heep In view the economlc and soc~al pol~cv objectl\es of the Federal Government 

( I )  the Commission w ~ l l  tahe unto cons~deration the economic and soc~al pol~cv 
oblectives ot the Federal Government 

( f) determine tariffs so as to el~iil~nate explo~tat~on and nllnlmize econornlc d~stortions 

(I) tanffs w11l reflect the full cost of service to consumer groups w ~ t h  similar service 
requirements 

(11) tanffs w ~ l l  be fair and not unduly d~scnminatorv, 

(111) tariffs will prov~de stab~litv and predictab~iltv for custolners over tlme, and 

(IV) tar~ffs w ~ l l  be unde~standable and free of lnlsintelpretatlon 
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