
the “desired” performance standards. Separate studies may be required for 

each utility to assess the capital expenditure necessary to meet the minimum 

service standards.   

3) Once the revenue requirements are established at the beginning of the control 

period, the Regulatory Commission should focus on regulation of outputs and 

not the input cost elements.  At the end of the control period, a comprehensive 

review of performance may be undertaken.    

4) Uncontrollable costs should be recovered speedily to ensure that future 

consumers are not burdened with past costs. Uncontrollable costs would 

include (but not limited to) fuel costs, costs on account of inflation, taxes and 

cess, variations in power purchase unit costs including on account of hydro-

thermal mix in case of adverse natural events.  

5) Clear guidelines and regulations on information disclosure may be developed 

by the Regulatory Commissions. Section 62 (2) of the Act empowers the 

Appropriate Commission to require licensees to furnish separate details, as 

may be specified in respect of generation, transmission and distribution for 

determination of tariff.  

 

(i) Benefits under CDM 

 

Tariff fixation for all electricity projects (generation, transmission and 

distribution) that result in lower Green House Gas (GHG) emissions than the 

relevant base line should take into account the benefits obtained from the 

Clean Development Mechanism (CDM) into consideration, in a manner so as 

to provide  adequate incentive to the project developers. 

 

5.4 While it is recognized that the State Governments have the right to impose 

duties, taxes, cess on sale or consumption of electricity, these could potentially 

distort competition and optimal use of resources especially if such levies are used 

selectively and on a non- uniform basis. 

  

In some cases, the duties etc. on consumption of electricity is linked to sources 

of generation (like captive generation) and the level of duties levied is much higher  

as compared to that being levied on the same category of consumers who draw power 

from grid. Such a distinction is invidious and inappropriate. The sole purpose of 

freely allowing captive generation is to enable industries to access reliable, quality 

and cost effective power.  Particularly, the provisions relating to captive power plants 

which can be set up by group of consumers has been brought in recognition of the 

fact that efficient expansion of small and medium industries across the country will 

lead to faster economic growth and creation of larger employment opportunities. 
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