
Explanatory Memorandum for the Draft Delhi Electricity Regulatory 

Commission (Terms and Conditions for Determination of Tariff) (Second 

Amendment) Regulations, 2025 and Delhi Electricity Regulatory Commission 

(Business Plan) (First Amendment) Regulations, 2025 

 

Background 

The Fuel and Power Purchase Adjustment Surcharge (FPPAS) mechanism forms a critical 

component to ensure timely recovery of variations in the cost of power procurement and fuel 

cost by the Distribution Licensees. Under Section 62(4) (Annexure-A) of the Electricity Act, 

2003, the Appropriate Commission is empowered to permit tariff adjustments in accordance 

with a fuel surcharge formula specified in its regulations. The National Tariff Policy, 2016 

(para-8.2.1(7)) (Annexure-B) while quoting the Section-62 of the Electricity Act-2003 also 

mandates that the Appropriate Commission shall specify an appropriate price adjustment 

formula for recovery of the costs, arising on account of the variation in the price of fuel, power 

purchase etc. on monthly/quarterly basis for recovery of all prudent costs of the generating 

company and the licensee 

In line with these statutory and policy provisions, Regulation-134 of the Delhi Electricity 

Regulatory Commission (Terms and Conditions for Determination of Tariff) Regulations, 

2017, provides guidelines for quarterly recovery of such cost variations through the Power 

Purchase Cost Adjustment Charges (PPAC). The mechanism of recovery of PPAC charges has 

been provided in Regulation-30 of Delhi Electricity Regulatory Commission (Business Plan 

Regulation), 2023, wherein, inter-alia, it has been mentioned that the detailed formula for 

computation of PPAC will be specified in the tariff order for the relevant year.   

Ministry of Power (MoP) vide its notification dated- 29.12.2022, had published Electricity 

Amendment Rules, 2022 (Annexure-C). As per Rule-14 of the said rules, it is mandated that- 

“The Appropriate Commission shall within ninety days of publication of these rules, specify a 

price adjustment formula for recovery of the costs, arising on account of the variation in the 

price of fuel, or power purchase costs and the impact in the cost due to such variation shall be 

automatically passed through in the consumer tariff, on a monthly basis, using this formula 

and such monthly automatic adjustment shall be trued up on annual basis by the Appropriate 

Commission.” Accordingly, automatic pass through of FPPAS on monthly basis has been 

notified by MoP due to change in prices in Long-term, Medium-term and Short-term Power 

purchases. Further, MoP vide their letter dated-19.06.2025 to the State Electricity Regulatory 

Commission (SERC), has further directed to comply with the above Rule-14 of Electricity 

(Amendment) Rules, 2022.  

Accordingly, to comply with the above Electricity Amendment Rules, the Commission has 

proposed to amend Regulation 134 for timely recovery of power purchase costs through 

automatic pass-through in consumer tariff on monthly basis to align with Electricity 

Amendment Rules, 2022 published by MoP. However, considering the distribution of 

electricity being operated by private DISCOMs in Delhi and keeping Consumer interests in 

mind certain deviations have been incorporated in the draft Delhi Electricity Regulatory 

Commission (Terms and Conditions for Determination of Tariff) (Second Amendment) 



Regulations, 2025 w.r.t Rule-14 of Electricity Amendment Rules, 2022, some of the major 

deviations incorporated are as follows: - 

1. Capping of 10% on Automatic Pass through of FPPAS: - 

As per Rule-14 of Electricity Amendment Rules, 2022, it is mentioned that if FPPAS is more 

than 5% in a particular month than automatic pass through shall be allowed as (5%+ 90% of 

Balance). The differential claim shall be recovered after approval by the State Commission 

during True-up.  

For example, if a FPPAS claim of DISCOM in a particular month is 20%, then as per MoP 

Rule-14, DISCOM can recover 18.5% of FPPAS (5%+ 90% of (20%-5%)) automatically by 

levying the same in the Consumer bills.  

However, to avoid Tariff Shock and keeping consumer interests in mind DERC has proposed 

10% capping on monthly automatic pass through of FPPAS in clause-d of the draft Regulations. 

The balance shall be allowed during true-up subject to prudence check.  

2. Submission of Quarterly audited reports along with monthly submissions of the 

detailed FPPAS computations: - 

This provision has been added to ensure transparency in levying of FPPAS mechanism and to 

keep the regulatory check on the DISCOMs.  

3. Provision of Negative FPPAS: -  

This additional provision has been added in the clause-c of the Draft regulations to put a checks 

and balance on DISCOM, that in case there is a negative FPPAS in particular month, then 

DISCOM should refund FPPAS amount for that month. If same is not refunded by the 

DISCOM to the consumer, the same should be recovered along with carrying cost to be charged 

at 1.2 times of the carrying cost rate under these regulations.  

4. Carrying cost in case of under Recovery: - 

This provision has been added in clause-f of the draft regulations as capping on monthly pass 

through of FPPAS. Hence, in case of under-recovery of FPPAS in a particular month due to 

capping of 10%, the differential PPAC may be allowed to the DISCOMs at the time of true-up 

with the necessary carrying cost. Provided that no carrying cost shall be allowed due to under 

recovery of revenue for the same year.  

5. In the Formula of FPPAS a component of F has been added: - 

This component ‘F’ has been added to consider the rollover adjustment of FPPAS in case of 

under recovery in previous months, subject to overall capping of 10%. This is also required as 

capping has been proposed in the monthly pass through of FPPAS. This component will ensure 

that if there is any under recovery of FPPAS on account of capping then same may be recovered 

in subsequent months in which the calculated FPPAS is less than the capped FPPAS for that 

particular month. It is also mentioned that initial value of ‘F’ will be zero and ‘F’ shall be 

computed for FPPAS bills raised from Jul’26 onwards.  



In addition to the amendments proposed in the draft Delhi Electricity Regulatory Commission 

(Terms and Conditions for Determination of Tariff) (Second Amendment) Regulations, 2025, 

Business Plan (First Amendment) Regulations, 2025 also proposed. This amendment proposes 

to delete Regulation-30 to avoid duplicity of interpretations on FPPAS.  

It is worth mentioning that the existing regulations of DERC allows suo-moto levying of PPAC   

upto 8.75% in the consumer bills and beyond that DISCOMs has to file petition for claiming 

differential PPAC which is allowed after regulatory approval on quarterly basis. However, 

Rule-14 of Electricity Amendment Rules, 2022 allows 90% of FPPAS beyond 5% through 

automatic pass through on monthly basis, without any capping. Accordingly, the proposed 

amendments aim to align the existing regulatory framework with the Electricity (Amendment) 

Rules, 2022 (with certain deviations), while maintaining a balance between timely cost 

recovery for the Distribution Licensees and safeguarding consumer interests. The introduction 

of a monthly automatic pass-through mechanism with an appropriate capping, inclusion of 

provisions for negative FPPAS to ensure refund to consumers in case of lower power purchase 

costs, and enhanced transparency through audited submissions will strengthen regulatory 

oversight. Overall, the proposed amendments ensure a fair, transparent, and equitable 

implementation of the FPPAS mechanism in the NCT of Delhi. 

 

 


















