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ANNEXURE-I 
PFI Comments/Suggestions: TSECL True-up Petition for FY 2024-25 

 
A. BUNDLED STRUCTURE OF TSECL 

 

1) PFI observes that although the Government of Tripura has undertaken structural 

reforms by creating separate entities, namely Tripura Power Generation Limited 

(TPGL) for generation and Tripura Power Transmission Limited (TPTL) for 

transmission, the complete financial and operational unbundling of these entities 

from Tripura State Electricity Corporation Limited (TSECL) is still under progress. 

 
 

2) As per the submission, while TPTL has been incorporated pursuant to the notification 

dated 14/1/2023 and TPGL is already operational, the segregation of accounts, 

assets, liabilities, and cost components has not yet been fully completed. In 

absence of such financial unbundling, TSECL continues to function as a bundled 

utility for tariff and accounting purposes, and accordingly, a combined petition has 

been filed. 
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3) PFI also observes that although the Petition has been presented in a segregated 

manner, the audited financial statements submitted are still merged/consolidated, 

reflecting that the utilities are yet to be fully unbundled in financial terms. Due to 

this, the cost elements are not distinctly identifiable across Generation, 

Transmission, and Distribution functions. 

 
4) In absence of function-wise Audited Accounts, the prudence check of True-up 

becomes difficult, and there remains a risk of improper cost allocation and cross-

subsidization among the business segments. 

 

5) Further, various amendments were proposed to reform the electricity sector due to 

inadequate generation capacity, high technical losses and poor financial conditions 

of SEBs. For the enactment of federal government, as mentioned in 7th schedule of 

the Constitution, Electricity Regulatory Commissions were established at Central and 

State level under the Electricity Regulatory Commission Act, 1998. The Act also 

provided for tariff determination by both the CERCs and SERCs for supply of 

electricity.   
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6) The most important step of the reforms was enactment of the Electricity Act, 2003, 

which replaced all the previous legislation and mandates the unbundling and 

corporatization of SEBs. The Act enables competition in the market through 

introducing open access, multi-year tariff frameworks, distribution franchisees, 

delicensing thermal generation while establishing RPOs, setting up regulatory bodies 

(CERCs and SERCs), and an appellate tribunal for dispute resolution and universal 

access of electricity, etc. Section 131 of Part 8 of the Act mandates the reorganization 

of SEBs, which is as follows: 

 

PART XIII 

REORGANISATION OF BOARD 

Section 131. (Vesting of property of Board in State Government): --- (1) With effect from 

the date on which a transfer scheme, prepared by the State Government to give effect 

to the objects and purposes of this Act, is published or such further date as may be 

stipulated by the State Government (hereafter in this Part referred to as the effective 

date), any property, interest in property, rights and liabilities which immediately before 

the effective date belonged to the State Electricity Board (hereinafter referred to as the 

Board) shall vest in the State Government on such terms as may be agreed between 

the State Government and the Board. 

 Any property, interest in property, rights and liabilities vested in the State Government 

under sub-section (1) shall be re-vested by the State Government in a Government 

company or in a company or companies, in accordance with the transfer scheme so 

published along with such other property, interest in property, rights and liabilities of 

the State Government as may be stipulated in such scheme, on such terms and 

conditions as may be agreed between the State Government and such company or 

companies being State Transmission Utility or generating company or transmission 

licensee or distribution licensee, as the case may be : 

Provided that the transfer value of any assets transferred hereunder shall be 

determined, as far as may be, based on the revenue potential of such assets at such 

terms and conditions as may be agreed between the State Government and 

the State Transmission Utility or generating company or transmission licensee or 

distribution licensee, as the case may be.  

.. 

.. 
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 (7) The Board shall cease to be charged with and shall not perform the 

functions and duties with regard to transfers made on and after the effective 

date. 

Explanation.- For the purpose of this Part, - 

(a) "Government company" means a Government Company formed and registered 

under the Companies Act, 1956. 

(b) "company" means a company to be formed and registered under the Companies Act, 

1956 to undertake generation or transmission or distribution in accordance with the 

scheme under this Part. 

 

7) The concept of unbundling of electricity sector has been introduced to change the 

structure and eradicate the vertically integrated monopoly of distribution sector. 

Initially, the states opted various modes for unbundling like separating transmission 

and distribution from generation business, few states opted separation of generation 

from transmission and distribution and others preferred directly to separate 

generation, transmission and distribution. However, Tripura maintained an 

integrated monopoly structure till now. However, section 42 of the Act defines the 

duties of distribution licensee and open access, which ultimately mandates to 

maintain the efficient system and supply of electricity through, which is as follows: 

 

Section 42. (Duties of distribution licensee and open access): --- (1) It shall 

be the duty of a distribution licensee to develop and maintain an efficient, co-

ordinated and economical distribution system in his area of supply and to supply 

electricity in accordance with the provisions contained in this Act. 

. 

. 

. 

 The provisions of sub-sections (5), (6) and (7) shall be without prejudice to right 

which the consumer may have apart from the rights conferred upon him by those 

sub-sections. 

 

8) PFI has observed that the other states like Karnataka, Telangana, Andhra Pradesh, 

etc. have already separated their distribution business from generation and 

transmission. Even when DISCOMs of Andhra Pradesh and Telangana are filing 
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petitions separately for wheeling and retail business. Tamil Nadu Generation and 

Distribution Corporation Limited (TANGEDCO) also restructured and separate its 

generation and distribution business via order dated 24/01/2024, the relevant para 

of the order is as follows: 

 

 
 

9) It is also mentioned in section 42 of draft Electricity (Amendment) Bill of 2025 to 

provide non-discriminatory open access to his network to other distribution licensees, 

which is as follows: 

 

Section 42 (Duties of distribution licensee and open access) 

“(1) It shall be the duty of a distribution licensee to:  

(a) ensure an efficient, co-ordinated and economic distribution network in his area 

of supply;  

(b) provide non-discriminatory open access to his network to other distribution 

licensees in their areas of supply on payment of wheeling charges; 

(c) supply electricity in accordance with the provisions of this Act, and  

(d) develop and maintain distribution system, as required, avoiding duplication, as 

may be specified by the Appropriate Commission. 
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10)  Also, Section 14 of draft Electricity (Amendment) Bill, 2025 allowing multiple 

distribution licensee in the same area using shared network, the amendment 

proposed to be done in 6th proviso, which is as follows: 

 

Section 14. (Grant of licence): 

The Appropriate Commission may, on an application made to it under section 15, grant 

a licence to any person - 

(a) to transmit electricity as a transmission licensee; or 

(b) to distribute electricity as a distribution licensee; or 

(c) to undertake trading in electricity as an electricity trader, 

in any area as may be specified in the licence: 

. 

. 

. 

Provided also that the Appropriate Commission may grant a licence to two or more 

persons for distribution of electricity “through their own or shared distribution system 

within the same area in accordance with the framework as specified by the 

Commission”, subject to the conditions that the applicant for grant of licence within 

the same area shall, without prejudice to the other conditions or requirements under 

this Act, comply with the additional requirements [relating to the capital adequacy, 

credit-worthiness, or code of conduct] as may be prescribed by the Central Government, 

and no such applicant, who complies with all the requirements for grant of licence, shall 

be refused grant of licence on the ground that there already exists a licensee in the 

same area for the same purpose. 

 

11) In view of above, it can be seen unbundling is required for promoting competition and 

to improve efficiency and transparency in all three businesses (Generation, 

Transmission and Distribution). It is requested by PFI to the Hon’ble Commission to 

take necessary steps towards separating the distribution business from generation 

and transmission of Tripura to improve its operation and technical efficiency. 

 

12) Also, PFI is unable to ascertain the wheeling charges for TSECL in an accurate 

and transparent manner which is very much required in order the implement 
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the Open Access, which is one of the main pillar to promote competition in the 

electricity sector, as mandated u/s 42 of the Act.  

 

13) To determine the wheeling charges payable to the Distribution Licensees for the 

use of their distribution system and associated facilities, it is necessary to file 

retail and wheeling petition separately, wherein voltage wise network cost can 

be optimized for calculation of wheeling charges. But in the present case, in the 

State of Tripura even accounts and thereafter Tariff Petitions are not being filed 

separately prepared / filed Generation, Transmission and Distribution business 

(retail + wheeling). Such bundled activity, which is against the provisions of the 

Act, leads to determination of Tariff in non-scientific and non-transparent 

manner.   

 

14) As mentioned above, Electricity Amendment Bill 2025 permits parallel licensees to 

supply electricity in the same area to promote competition in the market. Also, 

multiple Distribution Licensees are operating in few states like Maharashtra, Gujarat 

and others. Accordingly, it is need of the hour to unbundle TSECL to promote 

competition in the electricity sector. 

 

15) Accordingly, till such time, the Hon’ble Commission may direct TSECL to provide 

separate audited accounts for Generation, Transmission, and Distribution 

businesses on an actual basis. 

 
B. SALES AND REVENUE 

B.1 Distribution Loss  

16)  PFI observes that TSECL has claimed Distribution Loss of 23%, which is significantly 

higher than the 19% approved by the Hon’ble Commission. Such a higher loss level 

is not in line with the approved trajectory and indicates inefficiency in the distribution 

system. 
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17)  Accordingly, due to the higher distribution loss, DISCOM procured additional energy 

of around 127 MU. In this regard, PFI requests the Hon’ble Commission to consider 

a distribution loss of 19% against the claim of 23%.  

 

C. POWER PURCHASE COST  

C.1 Power Purchase Cost against High Distribution Loss 

18) As per the above, due to the higher Distribution Loss considered in the True Up filing 

as against the approved loss trajectory, there has been excess Power Purchase 

quantum to the extent of 127 MU. This excess procurement has arisen solely on 

account of higher distribution losses and not due to any legitimate increase in 

demand. Therefore, the additional quantum purchased on account of inefficiency is 

not prudent and should not be allowed to be passed on to consumers. 

 

19) Accordingly, by applying the Average Power Purchase Cost (APPC) of Rs. 4.51/kWh, 

the excess Power Purchase Cost works out to Rs. 57 Cr. (127 MU × Rs. 4.51/kWh). 

Thus, PFI requests the Hon’ble Commission to reduce the Power Purchase Cost by 

Rs. 57 Cr. against the higher distribution loss, the same should be provided by Govt. 

of Tripura in the form of subsidy.  

 

C.2 Costly Power Purchase Cost & volatility Transaction  

 
20) PFI observes significant volatility in power transactions during FY 2024-25, as the 

utility has engaged in both power procurement from market sources (such as IEX – 

171 MU) as well as considerable equivalent sale on exchange 131 MU. The 

simultaneous occurrence of power purchase and sale indicates lack of optimal 

planning and raises concerns regarding the economic rationale of such transactions. 

Ideally, power should be procured and dispatched strictly in accordance with Merit 

Order Dispatch (MoD) principles, ensuring least-cost supply to consumers. PFI has 

further observed that DISCOM has neither submitted monthly reports certified by 

SLDC that Merit Order Despatch principle has been followed in true spirit while 

scheduling the Power from various Generating Stations nor submitted the reason of 

procuring power from costlier power plants than the cheaper power plants.  
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21) The observed volatility suggests that short-term transactions have been undertaken 

without a clear demonstration of cost-benefit analysis, potentially leading to 

avoidable financial burden. Frequent reliance on market mechanisms (IEX) further 

indicates exposure to price fluctuations, which may not be in the best interest of 

consumers. 

 
22) PFI observes that the utility has undertaken volatile power transactions of around 

171 MU, primarily through market mechanisms, which are exposed to price 

uncertainty and higher cost of around Rs. 5.27/kWh. In this regard, PFI submits that 

such transaction quantum may be prudently examined, and the cost associated with 

these transactions may be restricted to the Average Power Purchase Cost (APPC) of 

Rs. 4.51/unit, in order to safeguard consumer interest and ensure adherence to 

economic dispatch principles.  

 
23) In view of the above, PFI submits that the Hon’ble Commission may direct the utility 

to provide detailed justification for all such transactions, including source-wise cost 

comparison, timing of transactions, and net financial impact, and also examine the 

reasons for backing down of state generating stations to verify compliance with Merit 

Order Dispatch (MoD) principles. Any additional cost arising due to inefficient or non-

optimal transaction decisions or non-compliance with MoD principles may not be 

allowed to be passed on to consumers. Accordingly, PFI requests the Hon’ble 

Commission to reduce the Power Purchase Cost by Rs. 13 Cr.  

{171 MU * (5.27-4.51)}. The balance may be provided by Govt. of Tripura in the 

form of subsidy. 

 
C.3 Prior Period Purchase  

 

24) PFI observes that the Petitioner has claimed Prior Period Power Purchase expenses 

amounting to Rs. 18.61 Cr. without furnishing any supporting details or adequate 

justification. The Petition does not provide the year-wise break-up, nature of 

expenses, reasons for booking under prior period head, which makes it difficult to 

ascertain the legitimacy and prudence of the claim. 

 

25) In absence of such critical information, the claim lacks transparency and cannot be 

subjected to proper prudence check. Therefore, PFI submits that the Hon’ble 
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Commission may not consider the said amount at this stage or direct the 

Petitioner to submit detailed justification along with documentary evidence and 

consider the same only after thorough verification in line with regulatory 

principles. 

 
C.4 UI Charges 
 

26) PFI observes that the utility has incurred UI/DSM power purchase of 62.41 MU at 

an average rate of Rs. 5.27/ kWh. This clearly indicates a net financial loss on 

account of DSM transactions, as higher-cost procurement is being offset by low-value 

sales. 

 

27) It is pertinent to highlight that DSM/UI mechanism is primarily a grid discipline tool 

and not a commercial source of power procurement. The high quantum of DSM 

drawal reflects deviation from scheduled dispatch and lack of proper demand-supply 

forecasting, which attracts implicit penalty in the form of higher rates.  

 
28) PFI therefore submits that such DSM transactions are in the nature of penal charges 

arising due to operational inefficiencies, and hence, the associated cost should not 

be entirely passed through to consumers. Accordingly, PFI requests the Hon’ble 

Commission to not consider the UI charges as part of Power Purchase Cost.  

 
29) In view of above, PFI requests the Hon’ble Commission to consider the Power 

Purchase Cost as follows: 

(Rs. Cr.) 

Sr. 
No. Particulars Claimed by TSECL Proposed By PFI Difference 

1 Power 
Purchase Cost 1,262 1,158 (103) 

1a Less: UI 
Charges    33   

1b 

Less: Due to 
higher 
Distribution 
Loss 

  57  

1c Less: Volatility 
Transaction    13   
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D. Financial Parameters (Depreciation, Interest on Loan, O&M Expenses, etc.) 
 

30) It is observed that the Audited Accounts submitted by the DISCOM are consolidated 

which cover the expenses of Generation and Transmission Business without any 

bifurcation and cost allocation. It is difficult to verify the expenses of DISCOM and to 

compare the same with the norms approved by the Hon’ble Commission. In view of 

this, PFI requests the Hon’ble Commission to approve the financial parameters after 

prudence check and to direct DISCOM to bifurcate the Audited Accounts into 

multiple businesses.  

 

E. Income from sale of Power 
 

31) PFI observed that DISCOM has sold surplus power of 131 MU at Power Exchange i.e., 

IEX at an average price of Rs. 4.02/kWh, however, DISCOM has procured short term 

power from IEX at an average price of Rs. 5.27/kWh. PFI in the above para has 

highlighted that due to lack of optimal power procurement planning by DISCOM has 

resulted in higher Power Purchase Cost. It is evident that DISCOM has sold the 

surplus power at lower rate than the Average Power Purchase Cost of Rs. 4.51/kWh.  

 

32) In view of above, PFI request the Hon’ble Commission to consider the rate of short-

term sale equivalent to APPC i.e., Rs. 4.51/kWh and the same should be considered 

as revenue from sale of surplus power i.e., Rs. 59 Cr. (131 MU * Rs. 4.51/kWh). 

 

33) PFI observed that DISCOM has considered income against UI of Rs. 1.36 Cr. against 

19 MU as part of income from sales of Power. PFI submits that UI transactions are in 

the nature of penal charges arising due to operational inefficiencies, and hence, the 

associated cost should not be considered as part of income.  

 
34) Accordingly, PFI requests the Hon’ble Commission to consider the Income from Sale 

of power as follows: 

Particulars Claimed by DISCOM Proposed 
by PFI 

UI Charges  1 0 
Mizoram Sale 6 6 
Manipur Sale 0 0 
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Particulars Claimed by DISCOM Proposed 
by PFI 

Sales through Exchange 
(IEX/others) 53 59 

Bangladesh sale 424 424 
Total Interstate sales 484 489 
Less: Adjustment due to reversal 
of Manipur payment  6 6 

Total Interstate sales after 
Adjustment 477 482 

 
 

F. SUMMARY OF TSECL TRUE-UP PETITION FOR FY 2024-25 
 

35) As stipulated above, summary of PFI Comments on True-up of FY 2024-25 for TSECL 

is as follows, Hon’ble Commission is requested to kindly consider the same.  

(Rs. Cr.) 

Sr. No. Particulars Claimed by 
DISCOM 

Proposed 
by PFI Difference 

1 Sales 2,072 2072 
 

2 Distribution Loss 23% 17% (6%) 
3 Own Generation Cost 207 207   

4 Power Purchase Cost 1,262 1,158 (103) 
4a Less: UI Charges    33   

4b 
Less: Due to higher 
Distribution Loss 

  57  

4c Less: Volatility Transaction    13  
5 Transmission Charges 65 65  

6 
Operation & Maintenance 
(O&M) Expenses (6a+6b+6c) 

423 423  

6a Employee Expenses 173 173   

6b 
Administrative & General 
(A&G) Expenses 

209 209   

6c 
Repair & Maintenance (R&M) 
Expenses 

41 41   

7 Return on Equity (RoE) 34 34  
8 Interest on Finance Charges  16 16  
9 Interest on Working Capital 36 36  
10 Depreciation 19 19  

11 
Aggregate Revenue 
Requirement 

2,062 1,958 (103) 

12 Non-tariff Income 112 112 
 

13 Net ARR 1,949 1,846 (103) 
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36) As above, it is observed that TSECL is Revenue Gap  by Rs. 335 Cr. instead of revenue 

gap claimed as Rs. 443  Cr. PFI requests the Hon’ble Commission to kindly consider 

the same. Further, PFI requests that elements of ARR which are not as per Regulatory 

provisions may not be passed on to the consumers, rather it should be borne by Govt. 

of Tripura in the form of subsidy. Accordingly, the Govt. of Tripura should provide 

additional subsidy of Rs.108 Cr. to TSECL. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Sr. No. Particulars Claimed by 
DISCOM 

Proposed 
by PFI Difference 

14 Revenue (Intra-State) 477 482 5  
15 Revenue (Inter-State) 951 951   
16 Govt. Subsidy 78 78   
17 Standalone (Gap)/Surplus (443) (335) (108) 
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PFI Comments/Suggestions: TSECL  ARR Petition for FY 2026-27 

 
G. Projected Higher Distribution loss 

 
37) PFI observes that the DISCOM has projected a distribution loss of 19% for  

FY 2026–27 in the ARR based on the actual loss achieved during FY 2024-25.  

 

38) PFI has observed that the Hon’ble Commission vide its Tariff Order for FY 2025-26  

has approved the T&D loss trajectory for the period FY 2023-24 to FY 2025-26, which 

is as follows: 

 
39) PFI observed that under Govt. of India flagship program i.e., RDSS, Tripura DISCOM 

has been sanctioned Rs. 589 Cr. for loss reduction and Rs. 316 Cr. for smart meter 

installation. As per RDSS portal, DISCOM has achieved almost 50% smart metering 

at consumer level and almost 55% of the loss reduction works has been completed 

till 20/03/2026.  

 

40) In view of above, PFI request the Hon’ble Commission to consider the distribution 

loss of 17% for FY 2026-27 and direct DISCOM to submit a roadmap of achieving the 

distribution loss of 12% by the sunset period of RDSS i.e., April 2028.. 

 
H. Power Purchase Cost – Higher Distribution loss 

 

41) PFI in the above para proposed to consider the distribution loss of 17% for FY 2026-

27 against the 19% as projected by DISCOM. PFI has computed the excess power 

purchase quantum of 37 MU due to higher distribution loss. Accordingly, PFI 

requests the Hon’ble Commission to reduce the Power Purchase cost by Rs. 20 Cr. 

(37 MU * Rs. 5.29/kWh) and ensure that the financial impact of excess loss and 

unnecessary procurement is not passed on to the consumers. 
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I. Over Projection Power Procurement 
 

42) PFI observes that for FY 2026–27, TSECL has projected total power procurement of 

3473 MU against an energy requirement (actual sale to consumers) of 1496 MU, 

resulting in a substantial surplus power procurement. A significant portion of this 

surplus (~1751 MU, i.e., over 50% of total procurement) is proposed to be sold outside 

the state, including power exchanges (~1094 MU), Bangladesh (~597 MU), Mizoram 

(~41 MU), and UI (~20 MU). Such projections indicate over-procurement without 

commensurate internal demand, reflecting poor planning.  

 

43) Further, the proposed sale through exchanges at an average rate of ~Rs. 4.02/kWh 

is significantly lower than the projected average power purchase cost of  

Rs. 5.29/kWh, implying sale at a loss. At the same time, TSECL continues to procure 

power from relatively high-cost sources such as NTPC Bongaigaon (earlier proposed 

for de-listing due to high tariff) and also plans short-term procurement despite 

surplus availability. This clearly indicates that power is being sold at a rate lower 

than the procurement cost, resulting in a loss-making proposition. 

 

44) In view of the above, PFI requests the Hon’ble Commission to direct DISCOM to 

rationalize its power procurement in line with actual demand and optimize its 

resource mix and to submit a detailed justification for tying up excess Long-term PPA 

and bearing fixed cost burden. The Hon’ble Commission may also examine the 

prudence of such procurement and trading strategy, ensuring that loss-making 

transactions and inefficiencies are not passed on to consumers, while clearly 

justifying any surplus procurement for strategic sales, including exports to 

Bangladesh or market-based transactions. 

 
 

J. UI Charges  
 

45) PFI observes that the DISCOM has projected DSM/UI charges for FY 2026–27 based 

on past actuals (true-up), even though such transactions arise due to deviations and 

operational inefficiencies. As DSM is a grid discipline mechanism and not a planned 

source of power procurement, projecting similar costs in ARR is not justified. 
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46) Accordingly, PFI submits that DSM/UI-related costs should not be allowed in ARR 

for FY 2026–27, accordingly, request the Hon’ble Commission to not consider such 

expenses and direct the utility to improve demand forecasting, scheduling practices, 

and adherence to grid discipline to avoid recurrence of such inefficiencies. 

 
K. Summary of TSECL for ARR Petition 2026-27 

 
47) As stipulated above, summary of PFI Comments on ARR of FY 2026-27 for TSECL is 

as follows, Hon’ble Commission is requested to kindly consider the same.  

(Rs. Cr.) 

Sr. 
No. Particulars Claimed by 

DISCOM 
Proposed by 

PFI Difference 

1 Sales 3,247 3,247  
2 Distribution Loss 19% 17% (2%) 
3 Own Generation Cost 262 262  
4 Power Purchase Cost 1,968 1,949 (20) 

4a Less: Due to higher 
Distribution Loss 

 20  

5 Transmission Charges 72 72  

6 Operation & Maintenance 
(O&M) Expenses (6a+6b+6c) 407 407  

6a Employee Expenses 186 186  

6b Administrative & General 
(A&G) Expenses 62 62  

6c Repair & Maintenance (R&M) 
Expenses 59 59  

7 Return on Equity (RoE) 74 74  
8 Interest on Finance Charges  18 18  
9 Interest on Working Capital 42 42  
10 Depreciation 45 45  

11 Aggregate Revenue 
Requirement 2,776 2,757  

12 Non-tariff Income 64 64  
13 Net ARR 2,712 2,694 (20) 
14 Less: UI Charges  1 0 (1) 
15 Revenue (Intra-State) 1,081 1,081  
16 Revenue (Inter-State) 1,012 1,012  
17 Govt. Subsidy 77 77  
18 Standalone (Gap)/Surplus 542 521 (21) 
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L. Monthly Demand, Power Quantum & Power Purchase Cost Projection  
 

 

48) Power Purchase Cost accounts for 70-80% of the ARR of any DISCOM and therefore 

DISCOM as well as the Commission focus on optimizing the same which resulted into 

introduction of Merit Order Despatch principle and Resource Adequacy planning. 

Further, the Indian Power Sector is very dynamic and changing frequently with 

increase in renewable energy share resulting crash of short-term prices at Power 

exchange during the solar hours, Green Energy Open Access, tremendous growth in 

Rooftop solar/PM-Surya Ghar, deployment of Energy storage, etc. have impacted the 

process of demand projection and accordingly the power procurement. This mandates 

DISCOMs to cover such factors while projecting the sales and corresponding power 

procurement while filing the Tariff Petitions after considering hourly or at least 

monthly energy balance and monthly power purchase quantum and cost.  

 

49) It has been noticed that State like Madhya Pradesh and Andhra Pradesh, the Tariff 

Petitions include the projection of Power Purchase Quantum and Cost on hourly & 

monthly basis, and they also submit details related to MoD even in the projection 

part. the relevant pages from the Petitions are reproduced below: 

 

 

 

 

 

 

 

MP DISCOMs ARR Petition FY 2026-27 
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AP DISCOMs ARR Petition FY 2026-27 
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50) In view of the this, PFI requests the Hon’ble Commission to direct DISCOM to submit 

the Demand, Power Quantum and Power Purchase Cost Projection on hourly and 

monthly basis while submitting ARR Petition for FY 2026-27 in line with MP-

DISCOMs and AP-DISCOMs Petition to the Commission.  

 

M. ENERGY STORAGE 
 

51) India's evolving energy storage policy framework underscores its commitment to 

enhancing grid flexibility and supporting renewable energy integration. Since 2019, 

a robust regulatory ecosystem has been crafted to support energy storage deployment 

through national initiatives around technical standards, legal frameworks, 

transmission charges, Resource Adequacy (RA) planning, market mechanisms, and 

financial incentives, as well as state-level initiatives. 

 

52) In a significant regulatory development, the MoP clarified Legal Status to ESS on 

January 29, 2022. The order identifies Energy Storage Systems (ESS) as an essential 

component of the power system under the Electricity Act of 2004, permitting ESS to 

function as a standalone or integrated element within generation, transmission, or 

distribution networks. The ESS can be operated by various entities, and standalone 

ESS projects can be licensed independently and granted connectivity under specific 

rules, encouraging broader ESS applications and ownership models. 

 

53) The Waiver of Inter-State Transmission System (ISTS) Charges for solar, wind 

(onshore and offshore), and green hydrogen projects was mandated by the Ministry 

of Power (MoP) on November 24, 2021, with subsequent amendments in November 

2021, December 2022, May 2024, June 2024 & June 2025. The relevant extract is 

as follows: 

“a) ISTS charges waiver for Hydro PSP Projects for which the construction work has 

been awarded on or before 40th June 2028 shall be 100%.  

b) ISTS charges waiver for co-located Battery Energy Storage System (BESS) 

Projects commissioned on or before 40th June, 2028 shall be 100%, if the power 

from such BESS projects is consumed outside of the state, where such BESS project 

is commissioned.  
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Provided that a BESS project shall be considered as co-located, if the BESS and RE 

projects are connected at the same ISTS sub-station.  

c) There will not be any ISTS charges waiver for Hydro PSP Projects, for which the 

construction work awarded after 40th June, 2028 and for co-located BESs 

commissioned after 40th June, 2028.  

d) For BESS projects which are not co-located, the ISTS charges waiver shall be as 

per the extant orders issued by the Ministry of Power and CERC Regulations.” 

54) The Central Electricity Authority (CEA) on 28/06/2024, has established RA planning 

guidelines at both national and state levels, an important step forward, and has 

recently come up with state-wise RA reports with up to 5-year or 10-year RA 

projections. The CEA Resource Adequacy guidelines also outline a framework for 

incorporating ESS in RA planning.  

 

55) Recent national and state government policies have begun to lay a foundation that 

will support ESS deployment and its integration into RA planning and procurement, 

electricity markets, and system operations. 

 
56) In view of the above, PFI submits that Energy Storage is an effective tool for Energy 

arbitrage for DISCOMs in optimization of their Power Purchase Cost. For instance, in 

BESS, Batteries can be charged in the off-peak hours and can be discharged in Peak 

hours, thus, avoiding reliance of DISCOMs on high-cost short term Power from 

markets or not scheduling the high-cost Power Plants. With steep reduction in 

Battery prices and active participation by various companies, TSECL necessitates to 

also consider Energy Storage as part of their Power Procurement Planning. 

 
N. NFA approach for Return on Equity 

 
57) Under Section 181 of the Electricity Act, 2003, SERC has been defined specific 

functions to frame Regulations. Sub-Section (1) of Section 181 stipulates that “The 

State Commission may, by notification make regulations consistent with this Act and 

the rules generally to carry out the provisions of this Act.” 
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58) Section 61 of the Electricity Act, 2003, pertains specifically to framework of Tariff 

Regulations by appropriate Commission. Sub-Section (d) of Section 61 stipulates that 

while framing Tariff Regulations, appropriate Commission may be guided by various 

factors including “safeguarding of consumers' interest and at the same time, recovery 

of the cost of electricity in a reasonable manner;” 

 

59) Taking an ideal case of Transformer, whose useful life is 25 years. Based on such 

useful life, Depreciation is first calculated for 12 years which is linked to 70% of loan 

repayment. Balance Depreciation till 90% is segregated over balance useful life of 25 

years.  

 

60) As mandated u/s 61 (d), stipulated above, there has to be recovery of cost of 

Electricity in a reasonable manner. Beneficiaries pay for the cost of electricity for 25 

years. Initially, Capital Cost is split into 70:30::Debt:Equity which is being currently 

dealt as follows : 

 

• For 1st 12 years: (ref: Regulation 35.3 AERC (Terms and Conditions for determination 
of Multi Year Tariff) Regulations, 2021.) 
 
o Loan Repayment equivalent to 70% of Capital Cost, is being linked to 

Depreciation and its Interest portion is allowed as separate line item in Fixed 
Cost.  
 

o Return on Equity is allowed yearly on 30% of Capital Cost without depreciating 
the equity base since, depreciation is being linked to Debt component.  

 

 
• Balance Useful Life of 13 years  
 

o Loan has been fully repaid whose principal payment was linked to Depreciation 
i.e., asset has now been 70% Depreciated. 
 

o Depreciation is still allowed as an expense in Fixed Cost till 25 years but Equity 
Base is not reduced. 
 

o Till 100% Loan repayment, which translates to recovery of 70% of Capital Cost, 
Depreciation used to reduce the Loan Base by linking with loan repayment but 
once loan is fully repaid Depreciation is still allowed as an expense in Annual 
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Fixed Charges and RoE is allowed on total Equity Base which is same as that on 
Year 1.   
 

61) So, a utility, after 12 years (when loan has been fully repaid) receives 

Depreciation in Fixed Charges and also RoE on full Equity Base. Rather, after 

12 years, RoE should be allowed on Net Fixed Asset basis and Equity Base should 

be reduced by Depreciation since Depreciation is allowed as an expense even 

after 12 years recovered from consumers.   

 

Other SERCs where NFA approach is adopted  

62) Andra Pradesh Electricity Regulatory Commission, Delhi Electricity Regulatory 

Commission. 

 

CERC Order dtd. 13/08/2021 – NFA Approach for Emission Control System   

 

63) Hon’ble CERC in it’s Order dtd. 13/08/2021 related to determination of 

Compensation on account of installation of Emission Control System has considered 

NFA approach as follows: 

 

“36. We have considered all the suggestions and comments of the stakeholders. 

However, the Commission notes that the approach of net fixed assets and cost 

of employed suggested in the draft Suo-Motu order satisfies the principle of 

economic restitution. The Commission is aware of the concerns and financial position 

of the generating companies. However, compensation for change in law cannot be a 

mechanism to improve their financial position. Accordingly, the proposed approach of 

servicing investment through cost of capital employed is appropriate, being consistent 

with the principle of economic restitution.” 

 

CERC Order dtd. 30/07/2016 – NFA Approach for BTPS   

 

64) Hon’ble CERC in it’s Order dtd. 30/07/2016 related to Truing up of Fixed Cost of 705 

MW of BTPS (3 x 95 + 2 x 210) for the period from 1/4/2009 to 31/03/2014, had 

decided NFA approach post repayment of loan, tabulated as follows: 
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“63. The respondent, BRPL has requested the Commission to direct the petitioner to 

furnish the actual Corporate tax paid against the BTPS duly audited and certified by 

the Auditors. In response the petitioner has submitted that the Commission has 

already upheld the contention of the Petitioner, and therefore, this is a settled matter. 

As per methodology under NFA approach, return would be provided on 

constant equity component till the loans are fully paid and once the loans are 

fully repaid subsequent depreciation recovery would be utilized towards 

notional reduction in equity. In other words, return on equity would be calculated 

on reducing equity base once the loan is fully repaid notionally. The net equity worked 

out on cash basis as on 1.4.2009 is ₹17946.58 lakh whereas ₹17848.20 lakh has 

been considered by the petitioner for purpose of tariff. The grossing up of the base rate 

has been done with respect to the actual tax rate applicable to the petitioner for the 

years 2009-10, 2010-11, 2011-12, 2012-13 and 2013-14. Accordingly, return on 

equity has been worked out on the normative net equity as on 1.4.2009 after 

accounting for the admitted actual additional capital expenditure for the period 2009-

14 as above. Return on Equity has been computed as under:- 

 

 

 

 

 

 

 

 

65) In view of above, it is noted that since beneficiaries are required to pay for the useful 

value of the assets in operation, therefore NFA approach would be in tandem with 

Section 61 (d) of the Act.  

 

66) GFA approach leads DISCOMs to earn return on depreciated assets. Therefore, the 

capital cost may be divided in the ratio of loans and equity and the loan amount may 

be reduced to the extent of depreciation accrued. Once the loan is fully repaid, further 
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depreciation must reduce the Equity component as still depreciation is allowed to be 

recovered in Fixed Cost even after full repayment of loan. 

 

67) Working Methodology of GFA and proposed NFA Approach (only RoE, IoL and 

Depreciation), wherein it may be noted that from 20th Year onwards Equity Base is 

reduced, after repayment of Loan, through Depreciation. Cumulative RoE till 25 years 

is Rs. 105.60 Cr. whereas under NFA approach is Rs. 95.71 Cr.  
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68) However, the DISCOMs have not submitted the details in line with the Hon’ble 

Commission Regulation. 

 

69) In view of above, PFI requests the Hon’ble Commission to direct DISCOMs to submit 

the details in line of Regulation. 

 

PRAYERS BEFORE HON’BLE TERC: - 

1) To consider the comments / suggestions of Power Foundation of India (PFI) on 

True-up and ARR of TSECL 

 

2) To direct TSECL to unbundle the company into generation, transmission and 

distribution business, till than provide the business wise breakup of expenses 

and revenue in the Audited Accounts. 

 

3) To direct TSECL to reduce the Distribution loss and to reach the target of 12% 

by the sunset of RDSS scheme 

 

4) To direct DISCOM to do proper power procurement planning  

 

5) To consider the additional submissions, if any, made by PFI for TSECL True-up 

Petition of FY 2024-25 & ARR of FY 2026-27. 
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