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THE
JHARKHAND GAZETTE

EXTRAORDINARY
PUBLISHED BY AUTHORITY

No. 267 20 Srawan, 1926(S) Ranchi, Wednesday, the 11 August, 2004
JHARKHAND STATE ELECTRICITY REGULATORY COMMISSION, RANCHI
NOTIFICATION
The 28 July, 2004
JSERC(TERMS AND CONDITIONS FOR DETERMINATION OF THERMAL GENERATION

TARIFF) REGULATIONS, 2004
No. JSERC/Misc./287 Dated the 10th August,2004

In exercise of powers conferred under Section 181 of the Electricity Act, 2003 (hereinafter referred to as
the Act), and all other powers enabling in this behalf, the Jharkhand State Electricity Regulatory
Commission (herein after referred to as the JSERC or the Commission) hereby makes the following
regulations, namely: -

Chapter 1: Preliminary

1. Short title and commencement

(1) These regulations may be called the JSERC (Terms and Conditions for determination of Thermal
Generation Tariff) Regulations, 2004.

(2) These regulations extend to the entire state of Jharkhand.
(3) These regulations shall come into force on the date of their publication in the official Gazette.

(4) Words and expressions used in these regulations and not defined herein but defined in the Act, shall
have the meaning assigned to them under the Act.

2. Scope and extent of application

(1) These regulations shall apply where cost based tariff is determined by the Commission.
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(2) Where tariff has been determined through the process of bidding in accordance with the guidelines
issued by the Central Government, the Commission shall adopt such tariff in accordance with the
provisions of the Act.

Page No. 1

(3*) Application for determination of Tariff:
(i) Unless explicitly mentioned in the Tariff Order, every year, by 1*' of November, every generating company,
who is selling power to a licensee, shall file with the Commission, a tariff application with statements
containing the expected revenue from the tariff charges and other charges, if any, in the ensuing financial
year. It should also include the current approved tariff and charges. The information to be filed by Generating
Company will be as per the relevant formats.

Provided that non-compliance of this provision shall be treated as contravention of Regulation.

(i1) The Generating Company shall submit statement on the compliance of the directions issued by Commission
in its previous tariff order.

3. Norms of operation to be ceiling norms:

For removal of doubts, it is clarified that the norms of operation specified under these regulations are the
ceiling norms and this shall not preclude the transmission licensee and the beneficiaries from agreeing to
improved norms of operations and in case the improved norms are agreed to, such improved norms shall be
applicable for determination of tariff.

4. Tariff determination:

(1) The tariff in respect of a generating station under these regulations shall be determined unit- wise or for the
whole generating station.

(2) For the purpose of tariff, the capital cost of the project shall be broken up into stages and by distinct units
forming part of the project. Where break up of the project cost is not available and in case of on-going projects
the common facilities shall be apportioned on the basis of the installed capacity of the units.

Explanation

For the purpose of this chapter, the “project' includes a generating station.

5. Application for determination of tariff:

(1) The generating company may file an application for fixation of tariff in respect of the completed units of
the generating station as per the petition format given as Annexures and Appendix attached to this regulation.

(2) In case of the existing generating station, the generating company shall make an application for
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determination of tariff as per Appendix I to these regulations.

(3) In case of a generating station declared under commercial operation on or after 1.01.2004, an application
for fixation of tariff shall be made in two stages, namely:

(1) A generating company may make an application as per Appendix I to these regulations, for determination
of provisional tariff in advance of the anticipated date of completion of project based on the capital
expenditure actually incurred up to the date of making of the application, duly audited and certified by the
statutory auditors and the provisional tariff shall be charged from the date of commercial operation of the
respective unit of the generating station;

(i1) A generating company shall make a fresh application as per Appendix I to these regulations, for
determination of final tariff based on actual capital expenditure incurred up to the date of commercial
operation of the generating station, duly certified by the statutory auditors based on annual accounts.

6. Core Business:
For the purpose of these regulations, the core business means the regulated activities of generation of

electricity and does not include any other business or activities of the generating company like consultancy,
telecommunication, etc.

* As per Amendment issued by Jharkhand State Gazette Notification No. - 520 Dated - 23/09/2005
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7. Tax on Income:

(1) Tax on the income streams of the generating company, as the case may be, from its core business shall be
computed as an expense and shall be recovered from the beneficiaries.

(2) Any under-recoveries of tax on income shall be adjusted every year on the basis of income tax assessment
under the Income Tax Act, 1961 as certified by the statutory Auditors.

Provided that tax on any income stream other than the core business shall not constitute a pass through
component in the tariff and tax on such other income shall be payable by the generating company.

Provided further that the generating station-wise profit before tax in the case of a generating company as
projected for the tariff period shall constitute the basis for distribution of the corporate tax liability to all the

generating stations and regions.

Provided further that the benefits of tax-holiday as applicable in accordance with the provisions of the
Income-Tax Act, 1961 shall be passed on to the beneficiaries.

Provided further that the credit for carry forward losses, unabsorbed depreciation shall be given in the
proportion as stated in the second proviso to this regulation.
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Provided further that the tax allocated to the generating station shall be charged to the beneficiaries in the same
proportion as annual fixed charges.

8. Tax Escrow Mechanism:

(1) The beneficiaries shall maintain an interest bearing tax escrow account in a scheduled bank, to which all
amounts of interest shall be credited.

(2) The tax liability shall be estimated two months before the commencement of each year and intimated to the
beneficiaries. The generating company shall endeavour to minimize its liability on account of taxes
recoverable from the beneficiaries.

(3) The generating company or the transmission licensee shall be authorised to withdraw the amounts for
setting the income-tax liability on presentation to the escrow holder, a certificate from their statutory auditors

that the amounts are immediately due and payable to the taxing authority.

(4) The generating company shall pay into the tax escrow account any refund received from the taxing
authority.

(5) The refunds, if any, shall not be paid back to the beneficiaries and shall be adjusted in the

escrow account. Any balance due or returnable shall be rolled over to the next year.

(6) The escrow accounts shall be reflected in the books of accounts of the beneficiaries as their bank account.
9. Extra Rupee Liability:

Extra rupee liability towards interest payment and loan repayment corresponding to the normative foreign debt
or actual foreign debt, as the case may be, in the relevant year shall be permissible provided it directly arises
out of Foreign Exchange Rate Variation and is not attributable to the generating company or its suppliers or
contractors. Every generating company and the transmission licensee shall recover Foreign Exchange Rate
Variation on a year to year basis as income or expense in the period in which it arises and Foreign Exchange
Rate Variation shall be adjusted on a year to year basis.

10. Recovery of Income-tax and Foreign Exchange Rate Variation:

Recovery of Income-tax and Foreign Exchange Rate Variation shall be done directly by the generating
company, from the beneficiaries without making any application before the Commission.

Provided that in case of any objections by the beneficiaries to the amounts claimed on account of income-tax
or Foreign Exchange Rate Variation, the generating company, may make an appropriate application before the
Commission for its decision.

11. Deviation from norms:

Tariff for sale of electricity by a generating company may also be determined in deviation of the norms
specified in these regulations subject to the conditions that:
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(a) The overall per unit tariff of electricity over the entire life of the asset, calculated on the basis of the norms
in deviation does not exceed the per unit tariff calculated on the basis of the norms specified in these
regulations; and

(b) Any such deviation shall come into effect only after approval by the Commission.

12. Power to Remove Difficulties:

If any difficulty arises in giving effect to these regulations, the Commission may, of its own motion or
otherwise, by an order and after giving a reasonable opportunity to those likely to be affected by such order,
make such provisions, not inconsistent with these regulations, as may appear to be necessary for removing the
difficulty.

13. Power to Relax:

The Commission, for reasons to be recorded in writing, may vary any of the provisions of these regulations on

its own motion or on an application made before it by an interested person.
Chapter 2: Thermal Power Generating Stations

14. Definitions:

Unless the context otherwise requires for the purpose of this chapter,

(i) “Act' means the Electricity Act, 2003.

(i1) “Additional Capitalization' means the capital expenditure actually incurred after the date of commercial
operation of the generating station and admitted by the Commission after prudence check subject to provisions
regulation 18. "Additional Capitalisation"

(iii) “Authority' means Central Electricity Authority referred to in Section 70 of the Act.

(iv) "Auxiliary Energy Consumption or AUX' in relation to a period means the quantum of energy
consumed by auxiliary equipment of the generating station, and shall be expressed as a percentage of the sum
of gross energy in kWh generated at generator terminals of all the units of the generating station minus energy
in kWh delivered from the generating station switchyard to the sum of energy in kWh generated at generator
terminals of all the units of the generating station.

(v) “Availability' in relation to a thermal generating station for any period means the average of the daily
average declared capacities (DCs) for all the days during that period expressed as a percentage of the installed
capacity of the generating station minus normative auxiliary consumption in MW, and shall be computed in
accordance with the following formula:

N

Availability =10000 xS DC; / { N x IC (100-AUX ) } %
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i=1
where,

IC = Installed Capacity of the generating station in MW.
_ . -th . .
DC,; = Average declared capacity of the i~ day of the period in MW.

N = Number of days during the period, and

AUX = Normative Auxiliary Energy Consumption as a percentage of gross generation.

(vi) "Beneficiary' in relation to a generating station means the person buying power generated at such a
generating station on payment of Annual Fixed Charges.

(vii) “Block' in relation to a combined cycle thermal generating station includes combustion turbine generator
(s), associated waste heat recovery boiler(s), connected steam turbine generator and auxiliaries.

(viii) "Commission' means the Jharkhand State Electricity Regulatory Commission.

(ix) “Cut off Date' means the date of first financial year closing after one year of the date of commercial
operation of the generating station.

Page No. 4

(x) "Date of Commercial Operation or COD' in relation to a unit means date declared by the generator after
demonstrating the Maximum Continuous Rating (MCR) or Installed Capacity (IC) through a successful trial
run and in relation to the generating station the date of commercial operation means the date of commercial
operation of the last unit or block of the generating station.

(xi) "Declared Capacity or DC' means the capability of the generating station to deliver ex- bus electricity in
MW declared by the generating company in relation to any period of the day or whole of the day, duly taking
into account the availability of fuel.

Note

In case of gas turbine generating station or a combined cycle generating station, the generating company shall
declare the capacity for units and modules on gas fuel and the liquid fuel separately, and these shall be
scheduled separately. Total declared capacity and total scheduled generation for the generating station shall be
the sum of the declared capacity and scheduled generation for gas fuel and liquid fuel for the purpose of
computation of availability and scheduled Plant Load Factor respectively.

(xii) “Existing Generating Station' means a generating station declared under commercial operation from a
date prior to 1.4.2004.
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(xiii) “Gross Calorific Value or GCV' in relation to a thermal generating station means the heat produced in
kCal by complete combustion of one kilogram of solid fuel or liquid fuel or one standard cubic meter of
gaseous fuel, as the case may be.

(xiv) “Gross Station Heat Rate or GHR' means the heat energy in kCal input required to generate one kWh
of electric energy at generator terminals.

(xv) “Infirm Power' means electricity generated prior to commercial operation of the unit of a generating
station.

(xvi) “Installed Capacity or IC' means the summation of the name plate capacities of the units in the
generating station or the capacity of the generating station (reckoned at the generator terminals) as approved by
the Commission from time to time.

(xvil) "Maximum Continuous Rating or MCR' in relation to a unit of the thermal generating station means
the maximum continuous output at the generator terminals, guaranteed by the manufacturers at rated
parameters and, in relation to a unit or block of a combined cycle thermal generating station means the
maximum continuous output at the generator(s) terminals, guaranteed by the manufacturer with water/steam
injection (if applicable) and corrected to 50 Hz grid frequency and site conditions.
(xviil) “Operation and Maintenance Expenses or O&M Expenses' means the expenditure incurred in
operation and maintenance of the generating station, including part thereof and includes the expenditure on
manpower, repairs, spares, consumables, insurance and other overheads.
(xix) "Original Project Cost' means the actual expenditure incurred by the project developer, as per the
original scope of project up to the first financial year closing after one year of the date of commercial operation
of the last unit as admitted by the Commission for the purpose of tariff.
(xx) "Plant Load Factor' or "PLF' for a given period, means the total sent out energy corresponding to
scheduled generation during the period, expressed as a percentage of sent out energy corresponding to installed
capacity in that period and shall be computed in accordance with the following formula:
N

PLF =10000 xS SG; / { N x IC (100-AUX ) }%
i=1
where, IC = Installed Capacity of the generating station in MW,
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IC = Installed Capacity of the generating station in MW,

SGi = Scheduled Generation in MW for the i time block of the period,
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N = Number of time blocks during the period, and
AUXn = Normative Auxiliary Energy Consumption as a percentage of gross generation;
(xxi) “Project' includes a generating station.

(xxii) "Scheduled Generation or SG' for any period or time block means schedule of generation in MW ex-bus
given by the State Load Dispatch Centre.

Note

For the gas turbine generating station or a combined cycle generating station if the average frequency for any time
block, is below 49.52 Hz but not below 49.02 Hz and the scheduled generation is more than 98.5% of the declared
capacity, the scheduled generation shall be deemed to have been reduced to 98.5% of the declared capacity, and if
the average frequency for any time block is below 49.02 Hz and the scheduled generation is more than 96.5% of the

declared capacity, the scheduled generation shall be deemed to have been reduced to 96.5% of the declared capacity.

(xxiii) “Small Gas Turbine Power Station' means and includes the gas-based and naptha- based thermal power
stations with gas turbines in the capacity range of 50 MW or below.

(xxiv) “Unit' in relation to a thermal power generating station means steam generator, turbine generator and their
auxiliaries, or in relation to a combined cycle thermal generating station, means turbine-generator and auxiliaries.

(xxv) “Year' means a financial year.

15. Components of Tariff:

The tariff for sale of electricity from a thermal power generating station (which includes gas-based and naptha-based
generating station) shall comprise of two parts, namely, the recovery of annual capacity (fixed) charges and energy
(variable) charges.

(i) The annual capacity (fixed) charges shall consist of:

(a) Interest on loan capital

(b) Depreciation, including Advance Against Depreciation,

(c) Return on equity,

(d) Operation and maintenance expenses, and

(e) Interest on working capital.

(i1) The energy (variable) charges shall cover fuel cost.

16. Norms of Operation:

I) In case of a generating station declared under commercial operation on or after 1.4.2004, the following norms of
operation shall apply:
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(i) Target availability

The target availability of a generating station for recovery of full Capacity (Fixed) charges is 80% calculated on an
annual basis.

Note 1

Recovery of capacity (fixed) charges below the level of target availability shall be on pro-rata basis. At zero
availability, no capacity charges shall be payable.

Note 2

The Commission, based on an application made by the generating company and for reasons to be recorded in
writing, may relax the norms of target availability, as it may consider appropriate, for any generating station,

Provided that no such relaxation shall be allowed without an opportunity to be heard to the
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beneficiaries of the generating station.

(ii) Plant Load Factor

The target Plant Load Factor for incentive (based on scheduled generation) is 80%

(iii) Gross Station Heat Rate

The plants coming after 1.4.2004 should be guided by the following norms. The Commission, based
on an application made by the generating company and for reasons to be recorded in writing, may
decrease or increase the norms of heat rate depending on the fuel quality and other techno-

commercial aspects, as it may consider appropriate, for any generating station,

Provided that no such deviation shall be allowed without an opportunity to the beneficiaries of the
generating station.

(a) Coal-based thermal power generating stations

MW>500500>MW>=200 200>MW>=70 70>MW>7.5

During 2600 2700 2750
stabilization period 2550
(Kcal/kWh)

Subsequent 2400 2500 2600 2650
period
(Kcal/kWh)

Note 1
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In respect of 200 MW and above units where the boiler feed pumps are electrically operated, the heat
rate of 40 kCal/kWh shall be reduced from the generating station heat rate indicated above.

(b) Lignite-fired thermal power generating stations.
(c) Gas-based and naptha-based generating stations.

(i) The gross station heat rate for generating stations declared under commercial operation on or after

1.4.2004.
Advanced class E/EA/EC/E2 class Machines
Machines
Open cycle 2685 kCal/kWh 2830 kCal/kWh
Combined 1850 kCal/kWh 1950 kCal/kWh
cycle

(i1) The gross station heat rate for Small Gas Turbine Power generating Stations shall be.

With Natural Gas With Liquid Fuel
Open 3125 kcal/kWh 1.02 x 3125 kcal/kWh
cycle
Combined 2030 kcal/kWh 1.02 x 2030 kcal/kWh
cycle
Note 1

The Commission from time to time may change these norms for operation.
(iv) Secondary fuel oil consumption.

The secondary fuel oil consumption for coal-based generating stations shall be 4.5 ml/kWh and
2.0ml/kWh for stabilization period and subsequent period respectively.

(v) Auxiliary Energy Consumption.
Page No. 7

(a) Coal-based generating stations

With cooling tower Without cooling
tower
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1) Greater than 12% 11.5%
7.5 MW and less
than 70 MW

i1) Equal to or 9% 8.5%
Greater than
70 MW and
less than
200 MW

iii) Equal to or
Greater than 200
MW

Steam driven 7.5% 7.0%
pumps

Electrically 9.0 % 8.5 %
driven
pumps

(b) Gas-based and Naphtha-based generating stations

Combined 3.0 per cent
cycle
Open 1.0 per cent
cycle
Note

During stabilization period, normative auxiliary consumption shall be reckoned at
0.5 per cent over and above the norms indicated at (a) and (b) above.

(vi) Stabilization period

In relation to a unit, stabilization period shall be reckoned as follows commencing
from the date of commercial operation of that unit:

(a) Coal-based generating stations-180 days

(b) Combined cycle generating stations -90 days
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IT) In case of existing generating stations the norms of operation shall be fixed
based on past performance of the generating station and on efficiency improvement
measures, as approved by the Commission.

17. Capital Cost

Subject to prudence check by the Commission, the actual expenditure incurred on
completion of the project shall form the basis for fixation of final tariff. The final
tariff shall be fixed based on the admitted capital expenditure actually incurred up
to the date of commercial operation of the generating station and shall include
capitalized initial spares subject to following ceiling norms as a percentage of plant
and equipment cost:

(1) Coal based projects: 2.5%

Provided that where the power purchase agreement entered into between the
generating company and the beneficiaries provides a ceiling of actual expenditure,
the capital expenditure shall not exceed such ceiling for the purpose of

determination of tariff.

Provided further that in case of existing generating stations, the capital cost
approved by the Commission shall form the basis for determination of tariff.

18. Additional capitalization
(1) The following capital expenditure within the original scope of work actually

incurred after the date of commercial operation and up to the cut off date may be
admitted by the Commission, subject to prudence check:
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(1) Deferred liabilities,

(i1)) Works deferred for execution,

(ii1) Liabilities to meet award of arbitration or the satisfaction of the order or decree of a court, and
(iv) On account of change in law.

Provided that original scope of works along with estimates of expenditure shall be submitted along with the
application for provisional tariff.
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Provided further that a list of the deferred liabilities and works deferred for execution shall be submitted along
with the application for final tariff after the date of commercial operation of generating station.

(2) The capital expenditure of the following nature actually incurred after the cut off date may be admitted by
the Commission, subject to prudence check:

(i) Deferred liabilities relating to works/services within the original scope of work.
(i1) Liabilities to meet award of arbitration or satisfaction of the order or decree of a court,
(ii1) On account of change in law,

(iv) Any additional works/services which have become necessary for efficient and successful operation of the
generating station, but not included in the original project cost, and

(v) Deferred works relating to ash pond or ash handling system in the original scope of work.

Impact of additional capitalisation in tariff revision within the approved project cost may be considered by the
Commission once in a tariff period.

Note 1

Any expenditure admitted on account of committed liabilities within the original scope of work and the
expenditure deferred on techno-economic grounds but falling within the original scope of work shall be
serviced in the normative debt-equity ratio arrived at in the manner indicated in regulation 20.

Note 2

Any expenditure on replacement of old assets shall be conside
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