DRAFT
THE TELANGANA STATE ELECTRICITY REGULATORY COMMISSION
Distribution Licence Regulations
Regulation No. of 2016

The Commission being vested with the powers to grant a Licence under the
Electricity Act, 2003 (Act No.36 of 2003) in the state of Telangana is required to
make regulations, in particular, providing for the following matters, namely: (a)
period to be specified under the first proviso to section 14; (b) the form and the
manner of application under sub-section (1) of section 15; (c) the manner and
particulars of application for licence to be published under subsection (2) of section
15; (d) the conditions of licence including deemed licence under section 16; (e) the
manner and particulars of notice under clause (a) of sub-section (2) of section 18;
and (f) publication of the alterations or amendments to be made in the licence under

clause (c) of sub-section (2) of section 18.

In exercise of the powers conferred under Section 181(2) read with Sections 15, 16
and 18 of the Electricity Act, 2003 (36 of 2003) and all powers enabling it in that
behalf, the Telangana State Electricity Regulatory Commission hereby makes the

following Regulation, namely:

CHAPTER-1

Preliminary

1. Short Title, Extent and Commencement
i) This Regulation shall be called the Telangana State Electricity Regulatory

Commission (Distribution Licence) Regulation, 2016.

ii) This Regulation shall apply to a Distribution Licensee including a deemed Licensee
in the State and in respect of all applications for Distribution Licence, including
applications pending before the Commission at the date of publication of this

Regulation.
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iii) This Regulation shall also be applicable to a Distribution Licensee who was

granted a Licence under the AP Electricity Reform Act, 1998.

iv) This Regulation shall come into force with effect from the date of its publication

in the Telangana State Gazette.

CHAPTER-2

General

2. Definitions, Interpretation and Review
2.1. Definitions:

In this Regulation, unless the context otherwise requires: -

(1) “Accounting Statement” means for each financial year, accounting statements

for the Licenced Business comprising of:

(i) Balance sheet, prepared in accordance with the form contained in Part | of
Schedule Il of the Companies Act, 2013;

(i1) Profit and Loss account, complying with the requirements contained in Part
Il of Schedule Il to the Companies Act, 2013;

(iii) Cash flow statement, prepared in accordance with the Accounting Standard
on Cash Flow Statement (AS-3) of the Institute of Chartered Accountants of India

from time to time;
(iv) Report of the statutory Auditor of the Distribution Licensee;

(v) Cost records prescribed by the Central Government under Section 148 of the
Companies Act, 2013, together with notes thereto and a statement of sources
and application of funds, and such other supporting statements and information

as the Commission may direct from time to time.

Provided that any local authority engaged in the business of electricity, the

Accounting Statement shall mean the items at (i) to (v) prepared and maintained
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in accordance with the relevant Acts or Statutes as applicable to such a local

authority.
(2) “Act” means the Electricity Act, 2003 (36 of 2003);

(3) “Annual Accounts” means the accounts / Books of Account of the Distribution
Licensee / Deemed Licensee prepared in accordance with the provisions of the
Companies Act, 2013 and/or in such other manner as may be directed by the

Commission from time to time;

(4) “Applicant” means a person who has made an application to the Commission for

grant of a Distribution Licence or a Deemed Licence;

(5) “Area of Distribution” or “Area of Supply” means the area stated in the
Distribution Licence within which a Distribution Licensee is authorized to operate
and maintain a Distribution System for supplying electricity to the consumers in
its/his area of supply;

Provided that area of supply in respect of a deemed licensee shall
be the whole area of supply within which the deemed licensee is
authorised to supply electricity in the Special Economic Zones
(SEZ) notifications issued by the Ministry of Commerce & Industry,
Government of India under sub-Section (1) of Section (4) of the

Special Economic Zones, Act, 2005.

(6) “Auditor” means the distribution licensees’ auditor(s) holding office in
accordance with requirements of Sections 139 to 147 of the Companies Act,
2013 or the distribution licensee is not a limited company, the Auditor as may

be directed by the Commission.

(7)  “Authorised” in relation to any Person, business or activity, means authorised
by licence granted under Section 14 of the Act or deemed to be granted under
the first, second, third and fifth provisos to Section 14 of the Act or exemption

granted under Section 13 of the Act and the regulations of the Commission;

(8)  “Bulk Supply” means the supply of electricity by a Licensee to an Authorised

Person for Distribution and/or Retail Supply;
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(10)

(14)

(17)

“Commission” means the Telangana State Electricity Regulatory Commission;

“Deemed Licensee” means a person authorised under the first, second, third
and fifth provisos to section 14 of the Act to operate and maintain a
distribution system for supply of electricity to the consumers in his / its area
of supply and shall also include a developer who has been authorised under
clause (b) of Section 14 of the Act by virtue of the notification No.5.0.528(E)
Dated 03-03-2010 issued by the Government of India under Section 49 of the
Special Economic Zones Act, 2005 as a Licensee to operate and maintain a
distribution system for supplying electricity to the consumers in its / his area

of supply as specified in the SEZ Notification;

“Distribution” means the conveyance or wheeling of electricity by means of

a Distribution System;

“Distribution Business” means Authorised business of a Distribution Licensee
to operate and maintain a Distribution System for supplying electricity to the

consumers in the Area of Supply;

“Distribution Licensee” means a person authorised by a “Distribution Licence”
to operate and maintain a distribution system for supply or conveyance or
wheeling of electricity to the consumers in his / its area of supply and shall

include a Deemed Licensee;

“General Conditions” means General Conditions of a Distribution Licence as

specified in this Regulation;
“Licence” means a licence granted under Section 14 of the Act;

“Licensed Business” means the business of Distribution or Retail Supply of

electricity as authorised under a Distribution Licence;

“Major Incident” means an incident associated with the Distribution of
electricity which results in a significant interruption of service or substantial

damage to equipment or loss of life or significant injury to human beings or
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(18)

(19)

(23)

as otherwise specified by the Commission and shall also include any other

incident which the Commission declares to be a major incident;

“Operational Control” means possessing the authority to make operational
decisions such as commissioning and utilisation of service lines and

equipment;

“Other Business” means any business of a Distribution Licensee other than the
Licensed Business which is undertaken for optimum utilization of its assets

with prior intimation to the Commission;

“Performance Standards” means the standards of performance of a
Distribution licensee specified by the Commission in accordance with the Act

or Regulation made thereunder;

“Reform Act” means the Andhra Pradesh Electricity Reform Act, 1998.

“Regulation” means the regulation made by the Commission under the

provisions of the Act;

“Retail Supply” means the supply of electricity to any consumer by a
Distribution Licensee including a Deemed Licensee within its area of supply
and the words “Retail Supplier” and “Retail Supply Business” shall be

construed accordingly in that context;

“Specific Conditions” means the conditions, which are in addition to the
General Conditions and not in derogation thereof, which the Commission may
lay down specifically for a Distribution Licensee or class of Licensees or a

Deemed Licensee or class of Deemed Licensees;

“State” means the State of Telangana;

“State Grid Code” means the grid code specified by the Commission, covering
all material technical aspects relating to connections to and the operation of
the Grid, and use of a Distribution System, or (in so far as relevant to the

operation and use of a Distribution System) the operation of electric lines and
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2.2

electrical plant connected to the Distribution System, the Distribution

Systems, or the system of any Supplier;
“Secretary” means the Secretary of the Commission;

“Transfer” means the imposition or creation of any lien, charge or
encumbrance on, or security interest in, any part thereof pursuant to the
provisions of any contract, undertaking or agreement or grant of any
encumbrance or otherwise permitting of any encumbrance to subsist or

parting with physical possession or any other disposition or dealing;
“User” means any person who uses the Distribution System.

“Year” means a period of twelve months from 15t April of a calendar year to

315t March of the following calendar year;

Interpretations

a) The Words and expressions used and not defined in this Regulation but defined in

the Act shall have the meanings assigned to them in the Act. Expressions used herein

but not specifically defined in this Regulation or in the Act but defined under any

law passed by a competent legislature and applicable to the electricity industry in

the state shall have the meaning assigned to them in such law.

b) In the interpretation of this Regulation, unless the context otherwise requires:

(1) words in the singular or plural term, as the case may be, shall also be

deemed to include the plural or the singular term, respectively;

(2) references herein to the Regulation shall be construed as a reference to
this Regulation as amended or modified by the Commission from time to time

in accordance with the applicable laws in force;

c) the headings are inserted for convenience and may not be taken into account for

the purpose of interpretation of this Regulation;

d) references to the statutes, regulations or guidelines shall be construed as

including all statutory provisions consolidating, amending or replacing such statutes,

regulations or guidelines, referred to.
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2.3 Review
This Regulation may be reviewed by the Commission from time to time, inter alia,
for securing harmonization with the regulation of open access and/or to cater to the

needs of developing power markets, in accordance with Section 66 of the Act.

CHAPTER-3

Procedure for Grant of Distribution Licence

3. All proceedings under this regulation shall be governed by the Telangana State
Electricity Regulatory Commission (Conduct of Business) Regulation, as amended

from time to time.

4, Eligibility Conditions or Disqualifications:
4.1 The Commission may specify eligibility conditions and disqualifications for being

entitled to grant of a licence.

4.2 Notwithstanding the generality of the foregoing, no applicant shall be qualified
for grant of a licence under this Regulation, where, the Commission is of the opinion
that conditions or circumstances exist that cast a doubt on the ability of the

Applicant to perform its duties and obligations under the Act.

Explanation - For the purposes of this Regulation, “conditions or circumstances”
shall mean and include cases of conviction of the applicant or any of its group
concerns or its partners, directors or promoters by a Court of Law or indictment or
adverse order by a regulatory authority or which relates to a grave offence of such
a nature that it outrages the moral sense of the community; insolvency and
bankruptcy of the applicant or any of its group concerns or its partners, directors or
promoters; pending legal proceedings; conviction of an offence involving moral
turpitude, or any economic offence; fraudulent and unfair trade practices or market
manipulation; financial integrity; competence; reputation and character, and any

other sufficient reasons.
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Provided that the Commission may direct an applicant to furnish with its
application, an undertaking in such form and accompanied by documents and

information, as may be stipulated by the Commission from time to time.

Provided further that no application for grant of a licence shall be rejected

unless such applicant has been given an opportunity of being heard.”

5. Procedure for grant of Licence

5.1 Application for Grant of Distribution Licence

5.1.1 The application for grant of a Distribution Licence shall be submitted to the
Commission in the form specified in Schedule - | of this Regulation, and shall be
accompanied by an application fee as prescribed by the State Government. Such a
fee shall be payable by way of a Bank Draft or a Pay Order drawn in favour of the

Secretary, Telangana State Electricity Regulatory Commission.

5.1.2 The application for grant of Licence shall be signed by the applicant and
addressed to the Secretary and shall be submitted in the same manner for filing of
a petition and as set out in the Conduct of Business Regulations of the Commission

as in force from time to time.

5.1.3 The every application for grant of a Distribution Licence shall be filed in Five
(5) sets along with the enclosures there-to and shall also submit the application in

digital form as recognised by the Information Technology Act, 2000.

5.1.4 The Applicant shall post the complete application along with enclosures on
its own website or where it does not have such website; on any other website and

provide access to the application through the Internet.

5.2 Receipt and Acknowledgement of Application

Upon receipt of the application for grant of a Distribution Licence, the Secretary of
the Commission shall enter the particulars thereof in a register to be maintained for
this purpose and allot a reference number to the application. The Secretary shall
send an acknowledgement to the Applicant at the address stated in the application

including the date of receipt and the reference number.

5.3 Scrutiny of Application and calling for additional information
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5.3.1 The Commission or the Secretary or any Officer designated for the purpose by
the Commission may, upon scrutiny of the application, and, as far as practicable,
within a period of thirty (30) working days from the date of receipt of application,
require the applicant to furnish such additional information or particulars or

documents as considered necessary for the purpose of considering the application.

5.3.2 On being satisfied that the application is complete and accompanied with all
the requisite information, particulars and documents and is in compliance with all
requirements, the Commission or the Secretary or the Officer designated for the
purpose by the Commission, shall intimate the applicant, to initiate the process of
publishing a notice of the application for grant of a licence in accordance with the

procedure under the Act and this Regulation.

6. Public Notice of Application

6.1 An Applicant shall, within seven days after the date of intimation under Rule
5.3.2, publish a notice in one English and two Telugu daily newspapers having a wide
circulation in the area of Distribution for which the Licence is sought, with the

following particulars, namely: -

a) Name of the Applicant in bold at the top clearly bringing out whether the
Applicant is an individual, or a partnership firm registered under the Indian
Partnership Act, 1932 (9 of 1932), or a private limited company or a public limited
company, incorporated under the Companies Act, 2013, or any other incorporated
or unincorporated body giving full particulars of its office address and also the

registered office address, if any;

b) A statement that the Applicant has submitted an application to the Commission

for grant of a Distribution Licence under Section 15 of the Act;

c) Proposed Area of Distribution Licence;

d) Legal status of the Applicant, shareholding pattern (in case of a company),
Management profile, Financial and technical strength, summary of activities and

past experience in similar activities;
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e) A statement to the effect that the application and other documents filed before
the Commission from time to time, are available with the Applicant for inspection

by any person;

f) The names, addresses and other necessary details of the person(s) nominated by
the applicant in major cities or towns of area of proposed distribution licence, who
can make available for inspection, the application and other documents or from
whom they can be purchased in person, or by post at a reasonable charges, not

exceeding photocopying charges;

g) Brief particulars of the proposed Distribution Licence;

h) In respect of a licence for cases falling under the sixth proviso to section 14 of
the Act, the applicant shall submit a statement along with necessary particulars
which corroborate that the applicant has complied with the requirements as may be

prescribed by the Central Government under the said provision of the Act;

i) A statement to the effect that the completed application is available on the

website of the Applicant and can be downloaded free of cost; and

j) A statement of objections, if any, may be filed before the Secretary, Telangana
State Electricity Regulatory Commission within 30 days of publication of the notice

giving the address of office of the Commission.

Provided that the Applicant may request the Commission to permit it to
refrain from publishing any of the above information in order to protect its
business interests or rights in intellectual property with sufficient and
reasonable grounds and the Commission may grant or reject such a request

after due consideration.

Provided further that the Applicant may be required to publish, in the

manner specified, a non-confidential summary of the above information.

6.2. In addition, the Commission may direct that a notice of the application be

served on any designated representative of the Central Government, the State
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Government, any local authority or any other authority or person or body as the

Commission may deem it appropriate.

6.3 The Applicant shall, within seven (7) days from the date of publication of the
notice submit to the Commission an affidavit, the details of the notice published,
and shall also file relevant copies of the newspapers in which the notices were

published.

7. Public Inspection of Application and Documents

7.1 From the date of publication of notice in accordance with the Rule 6 of this
Regulation, the Applicant shall make available at its own office and the office/s of
its agents (if any) and shall also with every local authority as may be specified by
the Commission from time to time, copies of the application and all the documents

submitted therewith.

7.2 The Applicant shall furnish, to all persons, printed copies of its application,
together with the attachments thereto, at a reasonable cost of photocopying such

material.

8. Objections and Suggestions

8.1 Any person intending to object or suggest to the grant of the Distribution
Licence shall file objections or suggestions within 30 days from the date of issue of
the first advertisement referred to in Rule 6. The objections or suggestions shall be

addressed to the Secretary of the Commission, with a copy to the Applicant.

8.2 Where an objection is received from any local authority concerned, the
Commission shall, if in its opinion the objection is untenable, record the opinion in

writing and communicate it to such a local authority along with reasons therefor.

8.3 Upon receipt of such objections or suggestions, the Secretary or the
designated officer shall imprint the reference number of the concerned application
for grant of Distribution Licence on the same and shall place such objections in the
file relating to the concerned application, and also post the same on the

Commission’s website.
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8.4 The Applicant shall submit comments on the objections or suggestions
received in response to the notice under Rule 6 within fifteen (15) days of expiry of

30 days’ notice mentioned in clause 8.1.

8.6 Where an application is for a Distribution Licence for an area including the
whole or any part of any cantonment, aerodrome, fortress, arsenal, dockyard or
camp or of any building or place in the occupation of the Central Government for
defence purposes, before granting Distribution Licence, the Commission shall
ascertain that there is no objection, on the part of the Central Government, for
grant of such Distribution Licence.

Provided that in case there is no response from the Central Government in

this regard, the Commission may, at its discretion, proceed further in

accordance with Law.

9. Local Inquiry

9.1 The Commission may, if it considers necessary upon a perusal of the
objections and/or comments thereon, or at any time during the course of
proceedings for the grant of a Distribution Licence, cause a local inquiry to be held,

of which a notice in writing shall be given to the Applicant and the objector.

9.2 Where a local inquiry is ordered and held under clause 9.1, the Commission
shall, in its order requiring the local inquiry, or by further order in writing, specify

the time within which the local inquiry is to be completed.

Provided that the Commission may for the reasons to be recorded in writing,

extend the time fixed by it for the local inquiry.

9.3 Where a local inquiry is ordered and conducted under clause 9.1, a
memorandum of the results of the said local inquiry shall be prepared and shall be
signed by the Applicant, the officer or person designated for the purpose of carrying

out the inquiry and such other person as the Commission may direct.

9.4 The results of the local inquiry shall be considered by the Commission while

hearing the application for the grant of Distribution Licence.
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10. Hearing of Application and Grant of Distribution Licence/Refusal

10.1 After compliance by the Applicant of all the conditions pertaining to the
submission of documents, obtaining of permissions and publication of notices and
after the expiry of the time for receiving objections, the Commission may proceed

further to consider the objections and replies of the Applicant there to.

10.2 After inquiry, if any, and hearing of the applicant, if conducted, the

Commission may decide to grant or to refuse a Distribution Licence.

10.3 Refusal of Distribution Licence:

Where the Commission is not inclined to grant a Distribution Licence, it shall record
in writing, the reasons for rejection, if such application does not conform to the
provisions of the Act, Reform Act, Rules or Regulations made thereunder, or the

provisions of any other law for the time being in force.

Provided that no application shall be rejected unless the applicant has been

given an opportunity of being heard.

The Secretary of the Commission shall inform the applicant of the refusal of

Distribution Licence along with the reasoned Order of the Commission.

10.4 Grant of Distribution Licence

Where the Commission is inclined to grant a Distribution Licence, the Commission
shall publish a notice of its proposal to grant the Distribution Licence in two such
daily newspapers, as the Commission may consider it appropriate, stating the name
and address of the person to whom it proposes to issue the Distribution Licence,
with such other details as the Commission considers appropriate. The Commission
shall consider all suggestions or objections received before granting the Distribution

Licence.

10.5 When the Commission has approved a licence, the Secretary shall inform the
Applicant, within fourteen (14) days of the date of grant of approval, of such

approval in the form specified in schedule 3 or in such other form as the Commission
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may direct from time to time with the conditions to be satisfied by the Applicant,

including the fees to be paid for the grant of the Distribution Licence.

10.6 The Commission shall, as far as practicable, grant the Distribution Licence or
reject the application seeking grant of a Distribution Licence, within ninety days

from the date of receipt of the application.

11. The deemed licensee shall make an application in the form specified in

Schedule-2 to the Commission to get identified as the deemed Licensee.

Provided that nothing in Rules 4 to 11 shall apply to a deemed licensee.

12.  Application for grant of a Distribution Licence in the area of supply of an
existing Distribution Licensee

A person applying for grant of a licence for distribution of electricity through his
own distribution system within the same area of supply of an existing Distribution
Licensee shall, in addition to the provisions of Rules 4 to 11 of this Regulation,
comply with “Distribution of Electricity Licence (additional requirements of Capital
Adequacy, Creditworthiness and Code of Conduct) Rules, 2005” (known as Capital

Adequacy Rules) issued by the Central Government.

13. Deemed Licensee and application of Capital Adequacy Rules

A person who makes an application to get identified as a deemed licensee in the
form specified in Schedule-2 under sub-section (b) of Section 14 shall also comply
with the “Distribution of Electricity Licence (additional requirements of Capital
Adequacy, Creditworthiness and Code of Conduct) Rules, 2005” issued by the Central

Government other than the ‘explanation’ to Rule 3 of such Rules.

14. Commencement and Duration of the Distribution Licence

The Distribution Licence including a deemed licence shall commence from such date
as the Commission may specify and shall be valid for a period of twenty-five (25)
years from the date of its commencement, unless it is duly suspended or revoked by

the Commission.
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15. Deposit of Maps

When a Distribution Licence including a deemed licence has been granted, three
sets of maps of the proposed Area of Licence on a scale of not less than 10 cm to a
km or such other scale as may be approved by the Commission in a specific case,
shall be signed by the Secretary and dated to correspond with the date of the
notification of the grant of the Distribution Licence. One set of the maps shall be
deposited with the Commission and the other two sets shall be given to the

Distribution Licensee.

16. Deposit of Copies of Distribution Licence
16.1 Every person who is granted a Distribution Licence / a deemed licence shall
within thirty days of the grant thereof:
a) have adequate number of copies of the Distribution Licence printed;
b) have adequate number of maps prepared showing the Area of
Licence;
c) arrange to exhibit a copy of such Distribution Licence / Deemed Licence
and maps for public inspection during work hours at its head office, its local
office/s (if any) and at the office of every local authority within the Area of

Licence.

16.2 Every Distribution Licensee including a deemed licensee shall, within the
aforesaid period of thirty days, supply free of charge, one copy of the Distribution
Licence and the relevant maps to every local authority, as may be specified by the
Commission in this regard within the Area of Licence and shall also make necessary
arrangements for the sale of printed copies of the Distribution Licence to all persons
applying for the same, at a price not exceeding normal and reasonable photocopying

charges per copy.

17. Amendment or Modification of a Distribution Licence / Deemed Licence
17.1 Where in its opinion the public interest so requires, the Commission may, on
the application of the Distribution Licensee including Deemed Licensee or of a local

authority concerned or otherwise, make such amendments or modifications in the
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terms and conditions of a Distribution Licence as it thinks fit, having regard to the

object and purposes of the Act:

Provided that no such amendments or modifications shall be made, except
with the consent of the Distribution Licensee including Deemed Licensee,
unless such consent has, in the opinion of the Commission, been unreasonably
withheld.

17.2 Where a Distribution Licensee or a Deemed Licensee has made an application
for amendment or modification of its Distribution Licence, the Distribution Licensee/
Deemed Licensee shall, within seven (7) days of making such application, publish a
notice in one English and two Telugu daily newspapers having a wide circulation in
the area of operation of Distribution Licence sought to be amended or modified
giving the following particulars:

a) Brief details of existing Distribution Licence/ Deemed Licence;

b) Proposed amendments or modifications to the existing Distribution

Licence/Deemed Licence; and

c) Reasons for the amendment or modification.

d) The names, addresses and other necessary details of the person(s)

nominated by the applicant in major cities or towns of area of proposed

distribution licence, who can make available for inspection the application

and other documents or from whom they can be purchased in person or by

post at reasonable charges, not exceeding photocopying charges;

e) A statement that any person, desirous of making any suggestion or

objection with reference to the application to the Commission, may do so by

way of written intimation (six copies) addressed to the Secretary within thirty

(30) days from the date of the first publication of the notice.

f) Summary of details of persons likely to be affected thereby.
17.3 All objections to an application for amendment or modification pursuant to

publication of notice under clause 17.2 shall be considered by the Commission if

received within thirty (30) days from the date of first publication of the notice.
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17.4 Where an amendment or modification to a Distribution Licence / Deemed
Licence is proposed by the Commission suo-motu, the Commission shall publish a
notice in one issue each of a daily newspaper in English language and two daily
newspapers in Telugu language having a wide circulation in the area of operation of
distribution licence sought to be amended or modified giving the following
particulars:

a) Name of the Distribution Licensee / Deemed Licensee and address of main

office in the area of supply;

b) Description of modification or amendment proposed to be made by the

Commission;

c) Brief Reasons for proposed modification or amendment;

d) A statement that any person, desirous of making any suggestion or

objection with reference to application to the Commission, may do so by way

of written intimation (five copies) addressed to the Secretary within thirty

days from the date of the first publication of the notice.

e) Summary of details of persons likely to be affected thereby.

All objections to the proposed amendment or modification, received within one
month from the date of first publication of notice, shall be considered by the

Commission before effecting or rejecting the proposed amendment or modification.

17.5 The provisions of this Regulation relating to grant of a Distribution Licence
shall, as far as may be practicable and necessary, apply to consideration and disposal

of an application for amendment or modification of a Distribution Licence.

17.6 Where an application is proposing for an amendment or modification in an
Area of Licence comprising the whole or any part of the cantonment, aerodrome,
fortress, arsenal, dockyard or camp or of any building or place in the occupation of
the Central Government for defence purposes, the Commission shall not make the

amendment or modification except with the consent of the Central Government.

18. Revocation of the Distribution Licence or Deemed Licence
18.1 The Commission may revoke a Distribution Licence in accordance with the
applicable provisions of the Act and the Reform Act, in any of the following

circumstances, namely:-
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a) where the Distribution Licensee in the opinion of the Commission, makes
wilful and prolonged default in doing anything required of it by or under the

Act or the Reform Act or the rules or regulations made thereunder;

b) where the Distribution Licensee has breached any of the terms or
conditions of its Distribution Licence, the breach of which is expressly

declared by such Distribution Licence to render it liable to revocation;

c) where the Distribution Licensee fails, within the period fixed in this behalf
by its Distribution Licence, or any longer period which the Commission may

have granted therefor -

(1) to show, to the satisfaction of the Commission, that it is in a
position fully and efficiently to discharge the duties and obligations
imposed on it by its Distribution Licence; or

(2) to make the deposit or furnish the security, or pay the fees or other

charges required by its Distribution Licence;

d) where in the opinion of the Commission, the financial position of the
Distribution Licensee is such that it is unable fully and efficiently to discharge

the duties and obligations imposed on it by its Distribution Licence.

e) where the Distribution Licensee, in the opinion of the Commission, has

made default in complying with a direction given by the Commission.

Provided that the Licence shall not be revoked except after an enquiry
by the adjudicating officer appointed by the Commission under Section

143 of the Act in the manner prescribed by the State Government.

18.2 Where in its opinion the public interest so requires, the Commission may, on

application, or with the consent of the Distribution Licensee, revoke its Distribution

Licence as to the whole or any part of its Area of Licence upon such terms and

conditions as it thinks fit.
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18.3 No Distribution Licence shall be revoked under clauses 18.1 & 18.2 , unless
the Commission has given to the concerned Distribution Licensee, not less than three
months’ notice, in writing, stating the grounds on which it proposes to revoke the
Distribution Licence, and has considered any cause shown by the concerned
Distribution Licensee within the period of that notice, against the proposed
revocation.

The Commission may, instead of revoking a Distribution Licence under clause 18.1,
permit it to remain in force subject to such further terms and conditions as it thinks
fit to impose, and any further terms or conditions so imposed shall be binding upon
and be observed by the Distribution Licensee and shall be of like force and effect as

if they were contained in the Distribution Licence.

18.4 Where the Commission revokes a Distribution Licence, it shall serve a notice
of revocation upon the Distribution Licensee and fix a date on which the revocation
shall take effect.

18.5 Where the Commission has given a notice for revocation of a Distribution
Licence under clause 18.4, without prejudice to any penalty which may be imposed,
or prosecution proceeding which may be initiated, under the Act and/or the Reform
Act, the Distribution Licensee may, after prior approval of the Commission, sell its
utility/business to any person who is found eligible by the Commission for grant of a

Distribution Licence.

18.6 The provisions contained in this Rule from Clause 18.1 to 18.5 are applicable

to a Deemed Licensee mutatis mutandis.

19. Suspension of Distribution Licence and sale of utility
19.1 If at any time the Commission is of the opinion that the Distribution Licensee

including the Deemed Licensee.

a) has persistently failed to maintain uninterrupted supply of electricity

conforming to standards regarding quality of electricity to the consumers; or
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b) is unable to discharge the functions or perform the duties imposed on it by

or under the provisions of the Act or the Reform Act; or

c) has persistently defaulted in complying with any direction given by the

Commission under the Act or the Reform Act; or

d) has breached any of the terms and conditions of the Distribution Licence,
and circumstances exist which render it necessary for the Commission in
public interest so to do, the Commission may, for reasons to be recorded in
writing, suspend, for a period not exceeding one year, the Distribution
Licence of the Distribution Licensee and appoint an Administrator to discharge
the functions of the Distribution Licensee in accordance with the terms and

conditions of the Distribution Licence.

Provided that before suspending a Distribution Licence under this
Rule, the Commission shall give a reasonable opportunity to the
Distribution Licensee / Deemed Licensee to make representations
against the proposed suspension of the Distribution Licence and shall

consider the representations, if any, of the Distribution Licensee.

19.2 Upon suspension of the Distribution Licence / Deemed Licence, the provisions
of sub-sections (2), (3) and (4) of Section 24 of the Act shall apply.

20. Payment of Licence Fees
20.1 Within 30 days, or such other period as the Commission may allow after the
commencement of the Licence, the Licensee including a Deemed Licensee shall pay

an initial Licence fee as may be specified.

20.2 For each subsequent Year that the Licence remains in force, the Licensee
including a Deemed Licensee shall, by 15t April of every year or such further period
as the Commission may allow, pay to the Commission an annual licence fee (rounded
to nearest thousands) as per the Regulation issued under Section 86(1)(g) of the Act.
The Commission shall be entitled to review and revise the annual licence fee, if
required, after every block of three years for the next block of three years and the

Licensee shall be liable to pay such revised annual licence fee.
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20.3 Where the Distribution Licensee including a Deemed Licensee fails to pay any

of the fees due under sub-clauses 20.1, or 20.2 by the dates specified:

a) The Distribution Licensee shall be liable to pay interest on the outstanding
amount at the prevailing bank rate, the interest being payable for the period
beginning on the day after which the amount becomes due, and ending on the

day on which the payment is made; and

b) The Distribution Licensee shall be subject to proceedings for the recovery

of the fees; and

c) The Commission may revoke the Distribution Licence pursuant to the

relevant provisions of the Act and the Reform Act.

Provided that nothing contained in this clause shall be deemed to
discharge any liability that the Distribution Licensee may be subject
to under the Act and/or the Reform Act or any other law for the time

being in force.

d) The Distribution Licensee shall be entitled to take into account any fee
paid by it under this Rule excluding the interest for delayed payment, as an
expense in the determination of aggregate revenues to be charged to the
Tariffs.

CHAPTER-4

General Conditions of Distribution Licence

21. Compliance with Laws, Rules and Regulations

21.1 The Distribution Licensee shall comply with the provisions of the Act, Rules,
Codes (State Grid, Distribution and Supply Codes), Guidelines, Regulations, Orders
and Directions issued by the Commission from time to time and the provisions of all

other applicable laws.
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21.2 The Distribution Licensee shall duly comply with the regulations, orders and
directions of the Central and State Transmission Utilities, National Load Despatch
Centre, Regional Load Despatch Centre and the State Load Despatch Centre, Central

Electricity Authority and other statutory authorities under the Act.

21.3 The Distribution Licensee shall adhere to the network rollout plan as approved

by the Commission.

21.4 The Distribution Licensee shall monitor its compliance with the terms of the
Distribution Licence and any order, code, guideline or regulations it is required to
comply with, and if the Distribution Licensee becomes aware of a material breach,
on its part, of the Distribution Licence or any order, code, guideline or regulations,
the Distribution Licensee shall notify the Commission of the material breach as soon

as possible.

22. Development and Maintenance of Distribution System
The Distribution Licensee shall have the duty to develop and maintain an efficient,
coordinated and economical distribution system in its Area of distribution and to

supply electricity in accordance with the provisions of the Act.

23. Obligation to supply on demand

23.1 Subject to the provisions of the Act, the Distribution Licensee shall, on the
application of the owner or occupier of any premises within the Area of Licence,
give supply of electricity to such premises within one month of the receipt of such
application or within such period as may be specified by the Commission if such

supply requires extension of distribution mains or new substations.

23.2 Where the owner or occupier of any premises requires supply of electricity
under the terms of clause 23.1, the application shall be made in a form prescribed
by the Commission and the procedure for responding to that application shall be in

accordance with the procedure approved by the Commission.

23.3 It shall be the duty of the Distribution Licensee to provide, if required, any
electric plant or electric line for providing the electric supply to the premises in

terms of clause 23.1.
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Provided that no person shall be entitled to demand, or to continue to
receive, from a Licensee (including a Distribution Licensee) a supply of
electricity for any premises having a separate supply unless he has agreed
with the Licensee (including the Distribution Licensee) to pay to it such price
as determined by the Commission.

Provided further that the Distribution Licensee shall be bound by the
Regulations made by the Commission under Sections 43, 44, 46 and 48 of the

Act, in respect of the duty to supply and the matters related there to.

24, Open Access

The Distribution Licensee including a Deemed Licensee shall arrange for the
provision of non-discriminatory open access to its distribution system to any persons
in accordance with the Open Access Regulations issued by the Commission under
Section 42 of the Act.

25. Prohibition of subsidies
The Distribution Licensee shall not give any subsidy or subvention to any person or
any Other Business of the Distribution Licensee, except a subsidy granted by the

State Government pursuant to Section 65 of the Act.

26. Prohibition of Undue Preference

26.1 The Distribution Licensee shall not, in providing services required of it under
the Distribution Licence and in general conduct of the Licensed Business, show undue
preference to any per