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U.P. POWER CORPORATION LIMITED 

Regulatory Affairs Unit 
15th Floor, Shakti Bhawan Extension, 
14-Ashok Marg, lucknow 226001. 
Phone: (0522)2286519 
Email: arrtariffuppcl@gmail.com 

Fax: (0522) 2287860 

No. 90 IRAUlRegulation 

Secretary, 

(Govt. of Uttar Pradesh Undertaking) 
CIN: U3220lUP1999SGC024928 

Central Electricity Regulatory Commission 
3 rd & 4th Floor, Chanderlok Building, 
36, Janpath, New Delhi- 110001 
(E-Mail: secy@cercind.gov.in 

tariff-reg@cercind.gov.in 
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1 scff (RiJ, ~ I filtt'W1 fcffifN, 

14~ lfTlf, ~ 226001 
~: (0522) 2286519 

Email:arrtariffuppcl@gmail.com 
m: (0522) 2287860 

Dated: 0 -:r March, 2024 

Sub: Comments on Draft Central Electricity Regulatory Commission (Terms and 
Conditions of Tariff) Regulations, 2024 for the tariff period from 01.04.2024 to 
31.03.2029. 

Sir, 
Please refer to letter No L-1I268/2022/CERC dated 4th January, 2024 on the above subject. 

The desired comments of U.P. Power Corporation Ltd. on the subject matter are enclosed 
herewith. 

Thanking you. 

Yours faithfully, 
Encl: As above 

~ 
Chief Engineer (RAU) 



Comments on draft CERC (Terms and Conditions of TarifO Regulation 2024 for the tariff period from 
01.04.2024 to 31.03.2029 

The Comments and observations on the various proposed amendments are as under: 

Clause and 
sub-clause 

Central Electricity Regulatory 
Commission (Terms and Conditions of 

Tariff) Regulations, 2019 

(1) In case of mismatch of the date of 
commercial operation of the generating 
station and the transmission system, the 
liability for the transmission charges shall 
be determined as under:(a) Where the 
generating station has not achieved the 
commercial operation as on the date of 
commercial operation of the associated 
transmission system (which is not before 
the SCOD of the generating station) and 
the Commission has approved the date of 
commercial operation of such transmission 
system in terms of clause (2) of the 
Regulation 5 of these regulations, the 
generating company shall be liable to pay 
the transmission charges of the associated 
transmission system in accordance with 
clause (5) of Regulation 14 of these 
regulations to the transmission licensee till 
the generating station or unit thereof 
achieves commercial operation:(b) Where 
the associated transmission system has not 
achieved the commercial operation as on 
the date of commercial operation of the 
concerned generating station or unit thereof 

Draft Central Electricity Regulatory 
Commission (Terms and Conditions of Tariff) 

Regulations, 2024 

~-----
( 1f ) 

10 

Comments/ Remarks 

The deleted provIsions provided a framework for 
determining the liability for transmission charges in 
situations where the dates of commercial operation 
did not align between generating stations and 
associated transmission systems or between 
different transmission systems. Without these 
proVISions, there might be ambiguity and 
uncertainty regarding which party is responsible for 
transmi ssion charges during such mismatches. 

The absence of these provisions could lead to 
disputes between generating companies and 
transmission licensees or between different 
transmission licensees. The lack of clear guidelines 
for determining liability in cases of mismatched 
commercial operation dates might result in 
disagreements and a need for alternative dispute 
resolution mechanisms. 

The deleted prOVISIOns outlined specific scenarios 
in which one party would be liable to pay 
transmission charges to another. Without these 
provisions, parties may face financial implications, 
and the absence of a clear framework could impact 
budgeting and financial planning for both 
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Clause and 
sub-clause 

Cent~al Electricity Regulatory 
Commiss'ion (Terms and Conditions of 

Tariff) Regulations, 2019 

(which is not before the SCOD of the 
transmission system), the transmission 
licensee shall make alternate arrangement 
for the evacuation from the generating 
station at its own cost, failing which, the 
transmission licensee shall be liable to pay 
the transmission charges to the generating 
company as determined by the 
Commission, in accordance with clause (5) 
of Regulation 14 of these regulations, till 
the transmission system achieves the 
commercial, operation.(2) In case of 
mismatch of the · date of commercial 
operation olF the transmission system and 
the transmission system of other 
transmission- licensee, the liability for the 
transmission charges shall be determined 
as under:(a) Where an interconnected 
transmission system of other transmission 
licensee ha~ not achieved the commercial 
operation as on the date of commercial 
operation of the transmission system 
(which is not before the SCOD of the 
interconnected transmission system) and 
the Commission has approved the date of 
commercial operation of such transmission 
system in terms of c1ause(2) of Regulation 
5 of these regulations, the other 
transmission licensee shall be liable to pay 
the transmISSIOn charges of the 
transmission system inaccordance with 
clause (5) of Regulation 14 of these 

Draft Central Electricity Regulatory 
Commission (Terms and Conditions of Tariff) 

Regulations, 2024 

~ 
(\OJ I' -c,f) 

Comments/ Remarks 

generating companies and transmission licensees. 

The provisions incentivized timely commercial 
operations for both generating stations and 
associated transmission systems. Removing these 
provisions might reduce the incentive for prompt 
commercial operations, potentially leading to delays 
that could impact the overall efficiency of the 
power transmission system. 

The deleted provisions referred to the determination 
of charges by CERe. Without this guidance, there 
may be a need for the regulatory body to step in and 
establish new guidelines or regulations to address 
situations of mismatched commercial operation 
dates and associated transmission charge liabilities. 
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Clause and 
sub-clause 

10.(3)& 10(7) 

Central Electricity Regulatory 
Commission (Terms and Conditions of 

Tariff) Regulations, 2019 

regulations to thetransmission licensee till 
the interconnected transmission system 
achievescommercial operation:(b) Where 
the transmission system has not achieved 
the commercial operation as on the date of 
commercial operation of the interconnected 
transmission system of other transmission 
licensee (which is not before the SCOD of 
the transmission system), the transmission 
licensee shall be liable to pay the 
transmission charges of such 
interconnected transmission system to the 
other transmission licensee or as may be 
determined by the Commission, in 
accordance with clause (5) of Regulation 
14 of these regulations, till the transmission 
system achieves the commercial ~eration 

Draft Central Electricity Regulatory 
Commission (Terms and Conditions of Tariff) 

Regulations, 2024 

10(3) 

Provided that in case the final tariff detennined by 
the Commission is lower than the interim tariff by 
more than 10%, the generating company or 
transmission I icensee shall return the excess 
amount recovered from the beneficiaries or long 
term customers, as the case may be with simple 
interest at 1.20 times of the rate worked out on the 
basis of I year SBI MCLR plus 100 basis points 
prevailing as on I st April of the financial year in 
which such excess recovery was made, 

~ . 
~ . ,I ) 

31tn~1jjl .:I·' ·dl (;lITxO~O<!O) 

Comments/ Remarks 

Proviso 10(3) states that if the final tariff 
determined by the Commission is lower than the 
interim tariff by more than 10%, the generating 
company or transmission licensee must return the 
excess amount recovered from the beneficiaries or 
long-term customers, along with simple interest at a 
specified rate. 

Proviso 10(7) states that the difference between the 
tariffs determined in accordance with specific 
clauses should be recovered from or refunded to the 
beneficiaries or long-term customers with simple 
interest at a rate equal to the I-year SBI MCLR plus 
100 basis points. 
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Clause and 
sub-clause 

Central Electricity Regulatory 
Commission (Terms and Conditions of 

Tariff) Regulations, 2019 

The beneficiary shall have the first right of 
refusal and upon its refusal to enter into an 
arrangement as above, the generating 
company shall be free to sell the electricity 
generated from such station in a manner as 
it deems fit. 

Draft Central Electricity Regulatory 
Commission (Terms and Conditions of Tariff) 

Regulations, 2024 

10(7): (7) Subject to Sub-Clause (8) below, the 
difference between the tariff determined in 
accordance with clauses (3) and (5) above and 
clauses (4) and (5) above, shall be recovered from 
or refunded to, the beneficiaries or the long term 
customers, as the case may be, with simple 
interest at the rate equal to the I year SBI MCLR 
plus 100 basis points prevailing as on I st April of 
the respective year of the tariff period, in six equal 
monthly instalments. 

~ -
,II, ·crTf ) 

~.i'''~~1 ,I :.II,,'hll (3I1xO~O{l 

Comments/ Remarks 

The potential contradiction arises from the fact that 
while Proviso 10(3) specifically addresses the 
situation where the final tariff is lower than the 
interim tariff by more than 10%, Proviso 10(7) 
appears to be more general , covering differences 
between tariffs determined according to certain 
clauses. 

The contradiction lies in the fact that Proviso 10(3) 
mandates a specific condition (l0% difference 
between interim and final tariff) for returning 
excess amounts with interest, while Proviso 10(7) 
seems to imply a broader scope for tariff 
adjustments, potentially encompassing situations 
beyond the specific scenario outlined in Proviso 
10(3 ). 

To resolve the contradiction, further 
clarification or harmonization of these 
provIsIons may be necessary to ensure 
consistency and clarity in tariff determination 
and adjustment processes. 

By deleting this clause, the beneficiary would lose 
the first right of refusal, and the generating 
company would no longer be bound by any 
obligation to offer the electricity to the beneficiary 
before exploring other sale options. This deletion 
could give the generating company more flexibility 
and freedom in deciding how to sell the electricity 
generated from the station without any constraints 
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Clause and 
sub-clause 

Central Electricity Regulatory 
Commission (Terms and Conditions of 

Tariff) Regulations, 2019 

Draft Central Electricity Regulatory 
Commission (Terms and Conditions of Tariff) 

Regulations, 2024 
Comments/ Remarks 

imposed by the initial right of refusal. 

It is crucial to highlight that Long-term Power 
Purchase Agreements (PPAs) between power plants 
and distribution companies (discoms) often lack 
explicit exit clauses. Without the right of refusal, 
NTPCINHPC may leverage its dominant position in 
the absence of a clear exit clause concerning the 
discoms. This could result in continued invoicing 
for plants that have completed their useful life. 

Given the dynamic nature of the market and the 
evolving landscape of the power sector, it is 
imperati ve to retain the existing clause to safeguard 
the interests of discoms. This measure ensures that 
the clause serves as a protective barrier, securing 
the discoms' interests in procuring the most 
economical power for consumers amid changing 
market conditions. 

It is proposed that same may be retained under 
Regulation 17. Special Provisions for Tariff for 
Thermal Generating Station which have 
Completed 25 Yellrs of Operation from Date of 

I-______ -t-________________ -t-_____ ---,-_,-----___________ -+--'C::.:o:..:m.:.::..:m.:.:etcial Operation 
Return on equity for new project achieving COD The proposed increase in the Return on Equity 
on or after 01.04.2024 shall be computed at the (ROE) from the existing rate of 16.50% to 17.00% 

30.(3) 
base rate of 15.00% for the transmission system, for new storage type hydro generating stations, 
including the communication system, at the base pumped storage hydro generating stations, and run­
rate of 15.50% for Thermal Generating Station of-river generating stations with pondage warrants 
and run-of-river hydro generating station and at careful consideration. While acknowledging the 
the base rate of 17.00% for storage type hydro need for reasonable returns to incentivize 
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Clause and 
sub-clause 

Central Electricity Regulatory 
Commission (Terms and Conditions of 

Tariff) Regulations, 2019 

Draft Central Electricity Regulatory 
Commission (Terms and Conditions of Tariff) 

Regulations, 2024 

generating stations, pumped storage hydro 
generating stations and run-of-river generating 
station with pondage; 

~ 
.3icl J ~O~O) 

Comments/ Remarks 

investments in the sector, it is essential to scrutinize 
the proposed increase in the context of the existing 
norms. 

The current ROE of 16.50% is already designed to 
provide an attractive incentive for investors, and 
any further increase might be deemed excessive. 
The regulatory framework must strike a balance 
between encouraging investment and ensuring fair 
returns for investors while also safeguarding the 
interests of consumers. 

Additionally, it's crucial to assess the impact of the 
proposed ROE on the overall cost of electricity and 
its potential implications for end-users. If the 
existing norms are already perceived as providing a 
relaxed environment for investors, a further increase 
might exacerbate concerns about consumer 
affordability. 

Therefore, . we propose a thorough review of the 
rationale behind the proposed ROE hike and its 
alignment with the broader goals of the energy 
sector. Striking an equilibrium between investor 
interests and consumer welfare is pivotal for 
fostering a sustainable and equitable regulatory 
environment. 
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Clause and 
sub-clause 

36.(1) 

Central Electricity Regulatory 
Commission (Terms and Conditions of 

Tariff) Regulations, 2019 

OOMW 
ericsan 

~ear 

,.y 

~9-
FY 
701 0- P4 17 IE- ~ 87 1 ~330 ~097 118.87 

!FY 
021- P5 31 ~9 72 ~412 hl7l 119.54 
2 

~1- 136 56 130 76 Q497 b47 120.22 

oy 

~~23 - P784 P 1.84 Q584 Q326 120.93 

Draft Central Electricity Regulatory 
Commission (Terms and Conditions of Tariff) 

Regulations, 2024 
Comments/ Remarks 

In light of the proposed increase in the O&M 
amount, escalating from 3.5% in the last ·control 
period to 5.8% - 5.9% in the upcoming control 
period, our purpose is to express both support for 
continuity and concern about the potential impact 
on stakeholders. The O&M expenditure, marked by 
a 3.5% escalation in the previous control period, is 
expected to rise further in the upcoming period.!n 
accordance with this, we propose a more balanced 
approach that not only takes into account the market 

r!---..,------,---..,----,---.,-----f,I, dynamics reflected in the WPI and cpr but also 

YC;lr 

FY 
::024·25 

FY 

2025-26 

FY 
2026·2~ 

FY 

2027·28 
r:v-
202~ ' " 

20012 101 
250 MW 
series 

39.96 

42.32 

44.8 1 

47.45 

I 50.25 

30013301 
350 MW 
series 

33.09 

35 .04 

37. 11 

39.29 

41.6 1 

500 
MW 
Series 

26.22 

27.77 

29.4 1 

3 1.1 4 

12 .97 

600 MW 
Series 

24 .81 

26 .27 

27.82 

29.46 

~ 1 ., 

( .;~ 'I'll ) 

800 MW 
Series 
and 
above 

22.33 

25.04 

28 M 

~"'fieTITl 3rfTilhll (3[1\'11 w'".", 

considers the actual year-on-year escalation of 
historicai O&M expenses. 

This proposed approach aims to strike a balance by 
accounting for inflationary impacts and historical 
O&M escalation, ensuring a comprehensive 
consideration of relevant factors. 
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Clause a nd 
Central Electricity Regulatory Draft Central Electricity Regulatory 

sub-clause 
Commission (Terms and Conditions of Commission (Terms and Cond itions of Tariff) Comments/ Remarks 

Tariff) Regulations, 2019 Regulations, 2024 

In light of the proposed increase in the O&M 
amount, escalating from 3.5% in the last control 
period to 5.8% - 5.9% in the upcoming control 
period, our purpose is to express both support for 
continuity and concern about the potential impact on 
stakeholders. The O&M expenditure, marked by a 
3.5% escalation in the previous control period, is 
expected to rise further in the upcoming period. In 
support of stabi lity and predictability. In accordance 
with this, we propose a more balanced approach that 
not only takes into account the market dynamics 
reflected in the WPI and CPI but also considers the 

(in Rs LakhlMW) 
(in Rs Lakh/MW) actual year-on-year escalation of historical O&M 

Year 125MW expenses. 

I Year 
125MW TPS-Iof 

FY 2024-25 39.04 
36.(4) sets NLC We suggest the Commission should determine the 

FY 20 19-20 31.15 42 .9\ FY 2025-26 41 .34 
mid-year value, specifically for FY 20 \9-20, by 

FY 2020-2 1 32.24 44.42 FY 2026-27 43.77 averaging the O&M expenses of the last five fiscal 
FY2021-22 33 .37 45.98 FY 2027-28 46.35 years from FY 2017-18 to FY 2021 -22. Then, by 
FY 2022-23 34.54 47.59 FY 2028-29 49 .08 incorporating the effects of CPI (Consumer Price 

FY 2023-24 35.76 49.26 Index) and WPI (Wholesale Price Index), the base 
value for FY 2023-24 can be established. This base 
value will serve as a foundation for estimating O&M 
expenses annually throughout the control period, 
utilizing the Compound Annual Growth Rate 
(CAGR) from the previous control period. 

This proposed approach aims to strike a balance by 
accounting for inflationary impacts and historical 
O&M escalation, ensuring a comprehensive 
consideration of relevant factors . 

-- - ------ - -- - ---- - -
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Clause and 
sub-clause 

36.(5) 

Central Electricity Regulatory 
Commission (Terms and Conditions of 

Tariff) Regulations, 2019 

(in Rs Lakh/ MW) 

Year O&M Expenses 

FY 2019-20 31.15 

I FY 2020-21 32.24 

FY 2021-22 33.37 

FY 2022-23 34.54 

FY 2023-24 35.76 

Draft Central Electricity Regulatory 
Commission (Terms and Conditions of Tariff) 

Regulations, 2024 

(in Rs Lakh/MW) 

Year O&M Expenses 

FY 2024-25 39.04 

FY 2025-26 41.34 

FY 2026-27 43.77 

FY 2027-28 46.35 

FY 2028-29 49.08 

~"---,--~ 
( ito ~nO 4l1f ) 
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Comments/ Remarks 

In light of the proposed increase in the O&M 
amount, escalating from 3.5% in the last control 
period to 5.8% - 5.9% in the upcoming control 
period, our purpose is to express both support for 
continuity and concern about the potential impact 
on stakeholders. The O&M expenditure, marked by 
a 3.5% escalation in the previous control period, is 
expected to rise further in the upcoming period. In 
support of stability and predictability. In accordance 
with this, we propose a more balanced approach 
that not only takes into account the market 
dynamics reflected in the WPI and CPI but also 
considers the actual year-on-year escalation of 
historical O&M expenses. 

We suggest the Commission should determine the 
mid-year value, specifically for FY 2019-20, by 
averaging the O&M expenses of the last five fiscal 
years from FY 2017-18 to FY 2021-22. Then, by 
incorporating the effects of CPI (Consumer Price 
Index) and WPI (Wholesale Price Index), the base 
value for FY 2023-24 can be established. This base 
value will serve as a foundation for estimating 
O&M expenses annually throughout the control 
period, utilizing the Compound Annual Growth 
Rate (CAGR) from the previous control period. 

This proposed approach aims to strike a balance by 
accounting for inflationary impacts and historical 
O&M escalation, ensuring a comprehensive 
consideration of relevant factors. 
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