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 1   INTRODUCTION
The Himachal Pradesh Electricity Regulatory Commission (the Commission) was established and incorporated by the Government of Himachal Pradesh through a notification dated 30th December, 2000, under Section 17 of the Electricity Regulatory Commissions Act, 1998 (14 of 1998), with its headquarters located at Shimla. As part of the Tariff determination process, the Commission issues concept papers that articulate its tariff regulatory framework and provide integral inputs in the tariff determination process of the Commission. By way of these concept papers, the Commission expects to develop a fair plan to achieve tariff regulation that will be applicable to the Himachal Pradesh electricity industry. The regulatory framework, tariff principles, and tariff plan involve a number of important issues that are the subject matter of these papers. 
 2  OBJECTIVE OF THE PAPER
This concept paper is the first step in the tariff determination exercise being undertaken by the Commission for FY 2005-06. The objective of publication of this concept paper is to communicate to all the concerned stakeholders i.e. the Government, the Utility, Investors, consumers’ etc, the policies and procedures that the Commission plans to adopt with regard to determination of retail tariff to consumers. It is expected that this paper should generate widespread debate and ideas among the stakeholders and should give fairly good idea as to the mind of the Commission in this regard. Such public involvement in the process of tariff setting will inject an element of transparency and mass participation in this vital exercise. The Commission seeks to enrich its approach and information base through the suggestions received from public. It expects that a tariff setting that assimilates such response, in its final order, would be acceptable to larger percentage of stakeholders. 

 

 3 GUIDING FACTORS FOR DETERMINATION OF TARIFFS
The Commission is guided by the Electricity Act 2003 (the Act) and the Himachal Pradesh Electricity Regulatory Commission (Terms and Conditions for Determination of Tariff) Regulations, 2004 that came into force on June 10, 2004. Section 5 of Part-II of the regulations gives the guiding factors for determination of tariff. Section 5 of these Regulations states the following: 

 
“5. Guiding Factors for Determination of Tariff. -The Commission shall, while determining the tariff, keep in view the factors, namely:-
(a)  the principles that will – 
(1)     reward performance ; 
(2)     stress commercial aspects;
(3)    encourage efficiency, economy, competition and reduction of losses and costs;   
(4)     promote cogeneration and generation of electricity from renewable sources of energy;
(b)     the guidelines and the procedure, as may be laid down under sub-section (5) of section 62,  for calculating the expected revenues from the tariff and charges and tariff filing;
(c)     multi year tariff principles;
(d)     broader tariff principles based upon performance based regulatory regime to improve  efficiency of operations and ensure predictability in regulatory action;
(e)     safeguarding of consumer’s interests;
(f)      recovery of  cost of electricity in a reasonable manner ;
(g)     reduction and elimination of  cross subsidies;
(h)     productivity of investments including  the need to link tariff adjustments in the productivity of  capital employed, manpower resources and improvements in efficiency of capital and resources;
(i)       the need to rationalize tariffs on the basis of bench-marked  and performance based costs of generation, transmission and distribution.”
 
4   NATIONAL ELECTRICITY POLICY
The Government of India has issued the National Electricity Policy.in accordance with Section 3 of the Electricity Act 2003 which aims at laying guidelines for accelerated development of the power sector, providing supply of electricity to all areas, and protecting interests of consumers and other stakeholders, and achieving the following objectives:

·  Availability of Power - Demand to be fully met by 2012. Energy and peaking shortages to be overcome and adequate spinning reserve to be available. 

·  Supply of Reliable and Quality Power of specified standards in an efficient manner and at   reasonable rates. 

·  Minimum lifeline consumption of 1 unit/household/day as a merit good by year 2012. 

·  Financial Turnaround and Commercial Viability of Electricity Sector. 

·   Protection of consumers' interests. 

 

The Commission will take into account the guidelines laid down by this Policy on various issues like recovery of cost of services and targeted subsidies, efficiency improvements, Multi Year Tariff (MYT) framework, etc. in determining tariffs and regulating the power sector in the State of Himachal Pradesh.

 

 5   BACKGROUND TO TARIFF REGULATION IN HIMACHAL PRADESH
The existing tariff structure in the State indicates that the tariffs are below the cost of supply for some consumer categories and significantly higher than the cost of supply for other categories. The Commission recognises this distortion and has been taking suitable steps from its first Tariff Order i.e. Tariff Order for FY 2001-02 dated October 29, 2001 to remove this cross subsidisation in a phased manner keeping the interests of both the Utility and the consumers into consideration. 

 
1.1 5.1         kVAh based tariff

The two part kVAh based tariff charges the consumers for the total energy consumed by them, i.e., the active part as well as the reactive part of the energy supplied, and is aimed at better energy management on the part of consumers. Therefore, it provides incentives to induce consumers to operate their equipment at a higher power factor and load factor. It also provides benefits to the Board through lower losses and better voltage profile. 

 

In the Tariff Order for FY 2001-02, the Commission had introduced two part kVAh based tariff for all large industrial consumers. The Commission had restricted this concept to large industrial consumers having connected load more than 100 kW only as it was a relatively new concept at that time and there were special metering requirements. In the Tariff Order for FY 2004-05, the Commission continued with the approach of adopting a phased  extension of this concept for all consumer categories except domestic category having connected load of 20 kW and above. The reason for introducing it only for consumers with connected load of 20 kW and above was that electronic meters had by and large been installed in these consumer premises. The Commission had directed that the two part kVAh based tariff structure in respect of Commercial, Non Domestic Non Commercial Supply, Water Pumping Supply, Small & Medium Supply and Bulk Supply should come into force on October 1, 2004. The deadline for this was later revised to April 1, 2005 considering the bottlenecks . 

 

1.2 5.2     TIME OF USE TARIFF

Time differentiated tariffs are important tools in aligning revenue and costs structures. In the Tariff Order for FY 2001-02, the Commission had recognised the importance and the need of including a time of use charge in the tariff structure so as to provide correct signals to the consumers and also help the Utility in maintaining a better system profile. The Commission had rationalised the Peak Load Exemption Charge (PLEC) and the Peak Load Violation Charge (PLVC). It had also introduced a night time concessional tariff for industrial consumers. However, the Commission was not able to introduce a generic time of use charge that would permit use of electricity without regulation by the consumers during the peak load hours due to the physical constraints in the system. 

 

In the Tariff Order for FY 2004-05, the Commission continued with the levy of PLEC and PLVC for the categories of Small and Medium Industrial Power Supply, Large Industrial Power Supply, Water Pumping Supply and Agricultural Pumping Supply. Further, the Commission opined that the Time of Day (TOD) charge for consumption during the peak load hours and a rebate during off peak hours should be a part of the tariff structure for all consumers. Accordingly, the Commission approved the application of concessional night time tariff for commercial consumers with connected load above 100 kW as part of their tariff structure. These consumers mainly comprise the hotel industry who can utilise this incentive by shifting their consumption for heating purposes to night time and help flatten the load curve. 

 
1.3 5.3     COST OF SUPPLY APPROACH

In the Tariff Order for FY 2004-05, the Commission moved a step further towards the reduction of cross-subsidy and attempted to align the tariffs with the cost of supply at various voltage levels. The Commission is pleased to note that its thinking has also been echoed in the National Electricity Policy which highlight the urgent need for ensuring recovery of cost of service from consumers to make the power sector sustainable. In attempting to align tariffs with the cost of supply, the Commission acknowledged the fact that though there is urgent need for ensuring recovery of the cost of supply from the consumers to ensure fiscal sustainability of the Himachal Pradesh State Electricity Board (the Board), the exercise should not send tariff shocks to any class of consumers. Moreover, a minimum level of support would be required to make electricity affordable for households in lifeline category. The Commission also recognised that the estimation of cost of supply at different voltage levels would require extensive, reliable and credible data and information at different voltage levels and is a separate detailed exercise on its own. Nevertheless, the Commission endeavoured to arrive at some estimates by making certain assumptions. 

 

1.3.1 5.3.1   COST OF SUPPLY
Cost of Supply (CoS) is the disaggregation of the total cost (joint) into each consumer categories. The CoS model is used to allocate the joint costs of generation, transmission and distribution of electricity to different consumer categories on the basis of the voltage-wise system costs and losses. Broadly, there are two approaches to determining the cost of supply viz. the Embedded Cost Approach and the Marginal Cost Pricing Approach. The Embedded Cost Approach seeks to identify and assign the historical, or accounting costs to various consumer categories that make up a Utility’s revenue requirement. Marginal cost approach seeks to determine the incremental (marginal) change in total costs imposed on the system by a change in output. While being a forward-looking approach, marginal cost studies are data intensive and are, therefore, contingent upon the accuracy of data. Embedded Cost Model can be easily implemented and understood, if the data is readily available and verifiable. Therefore, the Commission has followed the embedded cost model to determine the Cost of Supply. 

 
1.3.2 5.3.2     ASSUMPTIONS
The Commission has designed the CoS model on the ‘basic assumption’ that power in Himachal Pradesh electricity network flows through each voltage level to reach Low-Tension (LT) consumer. For instance, power to reach at LT network will transmit through 220 KV, 132 KV, 66 KV, 33 KV, 22 KV and 11 KV.  The Commission has also made certain assumptions to arrive at the losses at various voltage levels and network cost at various voltage levels. These assumptions are described below. 

 

1. After examining the details of losses at each voltage level along with the sample studies conducted by the Board, the Commission segregated losses for different voltage levels. The losses at EHT level were adjusted by considering both the sale and loss at 132 KV (and above) and 66 KV. Accordingly, the loss at EHT system was adjusted and assumed at 3.71%. Losses at 11 KV and above (HT) were determined as 7.99% and losses at voltage levels below 11 KV (LT) were assumed as 22.00%.

2.   For arriving at the cost of supply, the Power Purchase Cost has been adjusted for the cost of free power, since it is specifically targeted at the domestic consumers and its benefit, therefore, cannot be extended to other consumer classes. Instead of considering cost of free power, the Commission has considered average cost of power purchase for the same units purchased under free power. Later, for comparison, this indirect subsidy has been added to the domestic tariff.

3. The cost incurred towards metering, billing and collection for consumers in the transmission system was estimated by ascertaining the staff and other costs that need to be allocated to the consumers at 66 KV and above. Accordingly, Rs.5 Crore was added to the overall transmission cost and deducted from the distribution cost. This cost was apportioned to the sale to industrial consumers, the power wheeled through this system and loss incurred in this network.

4.  The distribution cost was determined net of the metering, billing and collection cost incurred for the consumers in the transmission system. This cost was further segregated into HT and LT network costs in proportion to the sales in these networks. It was assumed that each network (or circle) operates with a profit center approach and hence the sale at each voltage level would reflect the cost of that system.

 

1.3.3 5.3.3   DETERMINATION OF COS IN TARIFF ORDER FOR FY 04-05
The methodology used to determine the Cost of Supply at different voltage levels is described below. 

 

· The per unit cost of generation and power purchase was determined by dividing the generation and power purchase cost with the total energy input in the system.

· The per unit transmission cost has been determined by allocating the losses and cost according to the sales in this network (66 KV and above) and power wheeled through this network to reach at the lower voltage level. Cost has also been allocated to the power wheeled through this network. Similarly, losses have been apportioned according to the sale at this system and the power wheeled through this system.

· The Cost of Supply to consumers at High Tension (11 KV and above) has been estimated by allocating costs and losses according to the sales (HT consumers) and power wheeled to reach the LT network. It also includes proportionally the cost (and losses) incurred during the wheeling of power at 66 KV and above network. 

· The Cost of Supply for the consumers at Low Tension (below 11 KV) level has been estimated by ascertaining the distribution cost (below 11 KV), losses (below 11 KV) and sales (to LT consumers). It also includes the proportional costs (and losses) incurred during the wheeling of power at higher voltage levels (11 KV to 220 KV).

 
The above methodology does not factor in the impact of additional cost incurred due to the coincident demand. However, the Commission had observed that coincident demand
[1] would not have any perceptible impact on CoS in the State of Himachal Pradesh. This is because in case of Himachal Pradesh, surplus power is available during the summer, when most of the Country faces peak/shortage and cost of power purchase is high. Conversely, in Himachal Pradesh the peak occurs in winters when the country does not face any deficit and the power purchase price is lower than average. Therefore coincident demand would not have any perceptible impact on CoS.

 

 6  REFINING THE APPROACH TO TARIFF REGULATION
In the Tariff Order for FY 2004-05, the Commission noted that the CoS is based upon certain assumptions, which might change with the availability of more reliable data and information. The assumptions made by the Commission have worked in the past months since the issue of the Tariff Order for FY 2004-05. However, the Commission proposes to review its assumptions and the resulting calculations during the tariff determination process being undertaken by the Commission for FY 2005-06 in accordance with the data obtained from the Board.  The Commission will also undertake a review of the methodology adopted to determine the CoS. This will enable the Commission to refine the Cost of Supply model which in turn will further improve the process of moving tariffs towards the true cost of supply and ensuring that the cost recovery of all consumer categories gradually approaches 100%. 

 

The Commission would like to re-emphasize that though it is imperative to ensure the recovery of the cost of supply from the consumers, it is important that households in the lifeline category continue to be provided with a minimum level of support to ensure the affordability of electricity for these households. The Commission would like to point out that the need for a minimum level of support for households in the lifeline category has been recognized in the National Electricity Policy.  The Policy states that targeted expansion in access to electricity for rural households in the desired timeframe can be achieved if the distribution licensees recover at least the cost of electricity and related O&M expenses from consumers, except for lifeline support to households below the poverty line who would need to be adequately subsidized. 

 

The Policy further states that consumers below poverty line who consume below a specified level, say 30 units per month, may receive special support in terms of tariff which are cross-subsidized. . In Himachal Pradesh,  such support is currently available to consumers below poverty line consuming 45 units per month. The Commission may think of aligning the qualification criteria for support in terms of tariff in line with what has been suggested by the National Electricity Policy. The Policy also states that tariffs for such designated group of consumers will be at least 50 % of the average (overall) cost of supply. The Commission will also consider this guideline when determining the tariff for such consumers.  

 

Besides refining the cost of supply model, the Commission also intends to consider the introduction of Time of Use tariff for domestic consumers with connected load of 20 kW and above. The Commission has already communicated its intention to the Board. This is in line with the provisions of the National Electricity Policy that specifies that the State Electricity Regulatory Commissions (SERCs) need to ensure tariff rationalization in order to restore the financial health of the sector. This would also include differential pricing for base, intermediate and peak power. The Policy further States that differential tariff structure for peak and off peak supply and time of day metering should be conducive to load management objectives.

 

7         QUALITY LINKED TARIFFS
Quality of Service is a key concern for all consumers. Besides availability of power, the reliability and quality of power is equally important. It is possible that consumers have to face unscheduled power cuts or the quality - in terms of voltage profile and imbalances - is also extremely poor. Such unreliable and poor quality of power supply exact a heavy toll from all categories of consumers. These losses may take the form of economic losses in terms of damaged equipment, production foregone because of power losses, blockage of material, or mental agony. The National Electricity Policy also emphasizes on the quality of supply. The Policy provides that SERCs should regulate utilities based on pre-determined indices on quality of power supply. Parameters should include, amongst others, frequency and duration of interruption, voltage parameters, harmonics, transformer failure rates, waiting time for restoration of supply, percentage defective meters and waiting list of new connections. 

 

The Commission feels that it is important to provide the consumers with some compensation in case the supply of power by the Board is unreliable or of poor quality. Therefore, the Commission proposes to link the tariffs charged by the Board to the different consumer categories to the quality of power supply by linking tariffs to some qualitative and quantitative attributes of power supply like number of hours of supply, voltage, Reliability Index, etc. 

 

8      MULTI YEAR TARIFFS
A Multi Year Tariff (MYT) framework can be defined as a framework for regulating the Utilities over a period of time wherein the principles of regulating the returns/profits of Utilities and the trajectory of individual cost and revenue elements of the Utility are determined in advance. 

 

An MYT framework gives indication to the Licensee as well as to others of how the regulator works. It provides clarity on the rules to be applied over a pre-defined future time period in advance, thereby giving a fair idea of the future scenario. In this way, all stakeholders are made aware of the outcome of various actions/events at least for the pre-defined future time period, and are able to plan accordingly. The MYT framework seeks to eliminate the control aspects of regulation and replace them with a system of incentives and penalties. It seeks to incentivize Utilities to become more efficient in their operations by providing stronger incentives for cost optimization and innovation. 

 

Utilities face a number of financial risks, thereby threatening their viability as well as holding back private investment in the sector. On the one hand, tariffs are not reflective of costs and on the other, efficiency incentives may not have been grafted adequately and explicitly into the single-year regulatory framework. Further, the single-year approach to regulation does not enable risk mitigation. The gap between costs and revenues are often too large to be bridged in a single year. Moreover, there is no certainty on revenue and tariff determination principles. A Multi-Year Approach seeks to remedy these problems of single-year regulatory framework, thereby improving the financial viability and economic efficiency of the Utility. 

 

1.4 8.1    MOVING TOWARDS MULTI YEAR TARIFFS IN HIMACHAL PRADESH 

Recognising the benefits of an MYT framework as well as the provisions the Electricity Act 2003, the Commission specified in the Himachal Pradesh Electricity Regulatory Commission (Terms and Conditions for Determination of Tariff) Regulations, 2004 that Multi Year Tariff (MYT) principles would be one of the guiding principles in the determination of Tariff. Further, in the Tariff Order for FY 2004-05, the Commission directed the Board to submit a proposal for introducing a Multi Year Tariff framework that would allow it to better serve the public interest through economic efficiency, least cost service and improved service quality. The Commission believes  such a framework is important since there is a need to bring predictability in consumer tariffs by restricting the tariff adjustments to known indicators such as fuel price and inflation indices. 

 

This is in keeping with the guidelines laid down by the National Electricity Policy. The Policy states that the MYT framework is an important structural incentive to minimize risks for utilities and consumers, promote efficiency and rapid reduction of system losses. It would serve public interest through economic efficiency and improved service quality. It would also bring greater predictability to consumer tariffs by restricting tariff adjustments to known indicators such as power purchase prices and inflation indices. 
 

1.5 8.2      ISSUES/AREAS OF CONCERN

The implementation of an MYT framework usually requires extensive data. Further, the data required for this framework needs to be reliable. In the absence of adequate and reliable data, most targets for efficiency reduction would be limited to conservative estimates, which would either not draw maximum initiative of improvement from the public sector or result in excessive profits for the private sector. The availability of reliable data is also important for the reasons that the implementation of the MYT framework would require forecasting data over the Control Period.

 

In the Tariff Order for FY 2004-05, the Commission had observed that the data submitted by the Board is unreliable, inaccurate and inadequate. This constrained the Commission in its desire to move in the direction of determination of tariff based on the principles of Multi Year Tariff as envisaged under section 61(f) of the Act. 

 

The institutional capability of the regulated utility is another important issue that ought to be considered in implementing the MYT framework. Institutional capability refers to skills, information and resources available with the utility to develop and monitor the application of an MYT regime. A well-developed institutional mechanism and capability is required to deal with the inherent problem of uncertainty in an MYT regime. The institutional preparedness of the Board for implementing a high-powered framework like Multi Year Tariffs is low. 

 

1.6 8.3       APPROACH SUGGESTED BY COMMISSION

Given the above considerations as well as requirements of the credible and adequate information for the design of MYT framework, the Commission feels that designing an MYT regime on shaky foundations would be detrimental as it could increase the risks for the Board as well as the consumers. In the absence of credible information on the baseline performance levels, designing a robust and practical MYT framework would prove to be difficult. Nevertheless, a start must be made at some point of time, as the MYT framework would provide the impetus for enhancing data quality within the Board.

 

1.6.1 8.3.1     PERFORMANCE TARGETS 

In view of the above, the Commission intends to introduce efficiency and performance targets on a multi-year basis. When considering the areas for establishing performance targets, the Commission would need to consider parameters that can be controlled by the Board and those that cannot be controlled by the Board. This is because the Commission can establish performance targets only for parameters that are under the control of the Board. There are several parameters such as generating plant availability and efficiency, transmission and distribution losses, collection efficiency, outages at customer level, employee costs, repair and maintenance costs, administrative and general costs, etc. around which such a target based regulatory system can be designed. If necessary, the operations of the Board can be benchmarked with other Utilities in India, after adjusting the benchmarks for specific conditions. Performance targets can then be set on the basis of these benchmarks. 

 

The approach proposed by the Commission is in keeping with the spirit of the National Electricity Policy, which specifies that efforts have to be made to improve the efficiency of operations in all the segments of the industry. The Policy further notes that an action plan for reduction of the losses with adequate investments and suitable improvements in governance should be drawn up. Further, standards for reliability and quality of supply as well as for loss levels should also be specified, from time to time, so as to bring these in line with international practices by year 2012. The Commission would like to highlight that by laying down performance targets, the Commission will in effect be laying down an action plan for the Board to reduce losses and improve the quality of supply. 

To facilitate the establishment of performance targets in the area of loss reduction, it is important to segregate technical and commercial losses. The National Electricity Policy also lays emphasis on this and states that a time-bound programme should be drawn up by the SERCs for segregation of technical and commercial losses through energy audits. The Commission has already initiated the process to undertake a study for this purpose.

1.6.2 8.3.2       INCENTIVE MECHANISMS

The Commission feels that the establishment of efficiency and performance targets should go hand in hand with rewards so as to incentivize efficient operations by the Board across the multi-year period. In other words, a minimum size of incentives is needed to induce the Board towards exceeding the performance targets set at the start of the multi-year period. Therefore, the Board would also be provided with incentives depending on its performance in relation to the performance targets that have been laid down. 

 

The National Electricity Policy also suggests that suitable performance norms of operations together with incentives and disincentives will need to be evolved along with appropriate arrangement for sharing the gains of efficient operations with the consumers. This will ensure protection of consumers' interests on the one hand and provide motivation for improving the efficiency of operations on the other.

  
1.6.3 8.3.3     STRUCTURING OF INCENTIVES
There are two ways of structuring the incentives provided to Utilities to over achieve the performance targets laid down for them:

· Open Ended Incentivisation Scheme - In an open-ended scheme, the entire financial benefit (or loss) arising out of superior (or adverse) performance is retained (or absorbed) by the Utility.

·  Closed Ended Incentivisation Scheme - In a closed-ended scheme, the entire financial benefit (or loss) arising out of superior (or adverse) performance is shared (or absorbed) by means of a pre-determined formula between the Utility and the consumer. As part of this scheme, the framework for MYT would also have to include the mechanism in which financial risk/benefits are to be shared between the Utility and the consumer. 

 

Clearly, the former method offers more incentive but is more risky as well as it could impact the viability of the Utility in case of adverse performance. Relatively, the latter has less incentive but is less risky. The structuring of incentives will have to take into account factors like adequacy of the reasonable return to absorb adverse variations of cost elements.

 

Further, incentives can be constituted for the overall performance or for each performance target laid down for the Board. Each approach has its own benefits and drawbacks. If rewards or incentives are based on overall performance, an index would have to be constructed to measure the overall performance by taking into account different areas where performance targets have been laid down and specifying the weights to each performance parameter. In this approach, slippage in meeting targets in one performance parameter can be made up in another parameter. In other words, the Board would have greater flexibility to conduct its operations. The drawback of this approach is that some areas having lesser weight in overall performance index could be ignored. In contrast, if incentives area formulated for each performance target, each concerned area would get the Board’s attention. This would however, provide less flexibility to the Board and despite improvement in many areas, the Board may still be penalised. This could be demotivating. 

 

1.6.4 8.3.4      TIME PERIOD FOR REGULATION
Efficiency improvements need time to take effect. Also, it is important that the Board be given adequate time to plan and make the requisite investment or efforts towards achieving the performance targets laid down by the Commission. Further, adequate time should also be provided for the highs and lows in the operation of the Board to stabilise naturally, thus lessening the impact on the viability of the Board.  Therefore, the Commission feels that performance targets should be laid down on a multi-year basis for a period of around 5 to 7 years. 

 

1.7 8.4      ACCEPTABILITY OF THE APPROACH

The approach of Target Based Regulation described above has been used in other States in India. States like Maharashtra, Uttar Pradesh and Delhi have experimented with such an approach in an implicit manner with the objective of reducing losses. Target Based Regulation has been also been implemented in several Countries as a part of the overall MYT framework. Performance targets have been laid down for Utilities in relation to different parameters, primarily towards T&D loss reduction. 

 

The Commission believes that in view of the informational constraints that presently exist in the State, it is possible to implement an approach wherein efficiency and performance targets can be laid down for the Board on a multi-year basis. Incentives will be provided to the Board to promote efficiency and  operate efficiently. Such a framework would promote sustainable and meaningful efficiency improvements by the Board and help the Board in achieving fiscal sustainability and safeguard the consumers’ interests.

 

1.8 8.5     MONITORING SYSTEM FOR PERFORMANCE TARGETS

The establishment of performance targets by the Commission will be a step towards improving the efficiency of the Board while ensuring the protection of consumer interest. In order to ensure effective compliance with these performance targets and the extent of achievement of targets, these targets needs to be monitored. Therefore, the Commission proposes to establish a monitoring system to ascertain the extent to which the targets laid down for the Board are being achieved wherein independent agencies would undertake the verification and monitoring of the performance of the Board. 

�[1]  The Classical CoS approach is based on estimating the voltage-wise cost, losses and coincident demand factor i.e. the extent to which each consumer category contributes to the peak demand. In absence of data on daily load curves of various consumer categories, the Commission deviated slightly from this approach.





