Statement of Reasons for RERC Draft (Demand Flexibility (DF)/Demand Side Management (DSM))
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RAJASTHAN ELECTRICITY REGULATORY COMMISSION
Suo-motu petition No. 2397/2026

In the matter of RERC (Demand Flexibility (DF)/Demand Side Management
(DSM)) Regulations, 2026.

Coram:

Dr. Rajesh Sharma, Chairman

Shri Hemant Kumar Jain, Member

Sh. Vijay Pal Singh, Member
Date of hearing 19.03.2026
Date of Order : 17.04.2026

Memo on Statement of objects & reasons and consideration of Comments/
Suggestions, received from various stakeholders:

Background:

1 The Rajasthan Electricity Regulatory Commission (RERC or "the
Commission”), in exercise of powers conferred under Section
181(2)(zp) of the Electricity Act, 2003, read with relevant sections of
the Act, has framed the Draft "Rajasthan Electricity Regulatory
Commission (Demand Flexibility (DF)/Demand Side Management
(DSM)) Regulations, 2026".

2 These draft Regulations along with the Explanatory Memorandum and
Public Notice were placed on the website of the Commission for
inviting public comments. Comments from the stakeholders were also
invited through Public Nofice published in the following newspapers,
on the date indicated against each:

Times of India 29.01.2026
Dainik Bhaskar 29.01.2026
Rajasthan Patrika 29.01.2026
3 The last date for submission of comments/suggestions by the
stakeholders/public was 27.02.2026.
4 16 nos. of comment/suggestion have been received from the

Stakeholders.
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The list of stakeholders who offered their comments/suggestions on the
draft Regulations which have been considered by the Commission
while finalising the Regulations, is placed at Annexure-l.

The final hearing in the matter was held on 19.03.2026.

The main comments and views expressed by the stakeholders through
their written submissions as well as during the hearing and the
Commission’s views thereon have been summarized in the following
paragraphs. It may be noted that all the suggestions given by the
stakeholders have been considered. The Commission has attempted
to elaborate all the suggestions in the Statement of Reasons, however,
in case any suggestion is not specifically elaborated, it does not mean
that the same has not been considered. Further, some stakeholders
have  suggested changes on  Syntax/phrase/addition  of
word(s)/rewording related changes, which have been suitably
incorporated, wherever necessary.
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CHAPTER-1

1. Short Title, extent and Commencement

1.1

1.2

1.3

Stakeholders’ Comments/Suggestions:

It was submitted that it is premature to enforce multi-stage targets
beginning April 1, 2026, and a committee of Chief Engineers (from
SLDC and distribution licensees) should be formed to resolve underlying
issues and approve procedures first,

It was submitted to designate FY 2026-27 as a preparatory phase
focused on capacity building, load research, and framework
development, rather than imposing quantified targets immediately,
enforcing actual targets from FY 2027-28.

It was submitted to amend the regulations to explicitly include
"successor entities" of distribution licensees to ensure confinuity in the
event of restructuring or privatization.

Commiission's View/Decision:

1.4

The Commission observes that the complexities involved in rolling out
large-scale Demand Flexibility programs and establishing accurate
baselines. To allow Distribution Licensees sufficient time for load
research and capacity building, the Commission accepts the
suggestion to designate the first year as a preparatory phase.
Regarding applicability, the Commission agrees with stakeholder's

suggestion. The words "or their successor entities’ have been
incorporated into the final Regulations to ensure regulatory continuity.

2. Definitions

2.1

2.2

Stakeholders' Comments/Suggestions:

Regarding the definition of Aggregators, it was submitted to explicitly
include Energy Service Companies (ESCOs) and Performance-Based
Conftracting entities as a sub-category. It was also submitted to clarify
that an Aggregator is an independent market entity separate from the
Independent Verification Agency (IVA).

It was submitted that the use of fossil fuel-based diesel generator (DG)
as an eligible resource for delivering Demand Response or DSM savings
should be explicitly prohibited, and their ineligibility clearly specified
within the definitions.
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2.3 It was submitted that the definition of the Independent Verification
Agency (IVA) may be expanded to explicitly include “accredited
energy auditors.”

2.4 It was recommended that the term “network constraint” be defined
with measurable criteria, such as substation loading exceeding 70% of
its rated capacity.

2.5 It was submitted that a formal definition of “Demand Flexibility Portfolio
(DFP)” be introduced, and that additional performance metrics such
as Quantum, Time, Duration, Response Time, and Cost be incorporated
into the definition of DF/DSM resources.

2.6 It was submitted that the definition of “Demand Flexibility (DF)" be
broadened to include passive load reduction achieved through
technology-led efficiency upgrades (in addition to active load-
shifting), while also emphasizing affordability and its role during grid
emergency conditions.

2.7 It was requested that formal definitions be provided for technical terms
such as "DER Gateway” and “Flexibility Event.”

2.8 It was submitted that clarification be provided on whether grid-
connected Distributed Solar PV systems can be included in an
Aggregator’s portfolio for meeting targets, noting that standalone solar
may not qualify as a confrollable flexibility resource.

2.9 It was submitted that the specific grid emergency conditions or
consumer load thresholds triggering mandatory participation be
clearly defined, to ensure ftransparency for High-Tension (HT)
consumers.

Commission's View/Decision:

2.10 The Commission agrees that the deployment of fossil-fuel-based Diesel
Generators (DGs) defeats the environmental and cost-reduction
objectives of these Regulations. A proviso has been added to explicitly
exclude DGs from qualifying as eligible DF/DSM resources. The
Commission accepts stakeholder's suggestion regarding IVAs, and
"accredited energy auditors" have been added to the definition.
Regarding ESCOs, it is stated that the definition of "Aggregator” is
broad and inherently encompasses ESCOs providing aggregation
services subject to their fulfiment of eligibility condition; hence, no
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specific insertion is required. The definitions of network constraint,
flexibility event and DF gateway have been suitably incorporated in
the final Regulations to provide greater clarity.

3. Basic Principles in Licensee Operations
3.1Demand Flexibility (DF) / DSM Cell

Stakeholders’ Comments/Suggestions:

3.1.1
3.1.2
3.1.3
3.1.4
3.1.5
3.1.6

It was submitted that the State Load Dispatch Centre (SLDC) plays a
vital role in identifying constrained areas and fimes in the bulk power
system and determining the specific ancillary services required. It was
suggested the Commission mandate SLDC consultation in DISCOM
program development and consider having the SLDC develop its own
DF/DSM programs to address reliability.

It was submitted that generator and supply-side flexibility be formally
recognized, with the infroduction of fixed performance-based
payments (e.g., Rs. 1-2 lakh/MW/month) for generators providing
primary or secondary reserves.

It was submitted that, for effective operationalization of the
regulations, necessary technical infrastructure be mandated,
including coupling of generator SCADA/EMS systems with SLDC
signals, integration of Battery Energy Storage Systems (BESS) for grid
stability, and standardization of Measurement & Verification (M&V)
systems.

It was submitted that supportive commercial and regulatory provisions
be introduced, including 100% capital cost pass-through for
generator-side DSM infrastructure, establisnment of a mandatory joint
planning forum for forecasting and creation of a dedicated DSM Cell
for real-time management on the generation side.

It was submitted that refined deviation settlement rules be introduced,
providing penalty exemptions during verified demand flexibility
activations to safeguard generator revenues during volafile
conditions, along with alignment of state-level incentives with CERC's
frequency maintenance framework.

It was submitted that concerns exist regarding Generator Capability
Curve and protection risks during DF/DSM events, as generators may
be required to operate near their capability limits—particularly under
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low MW and high MVAR conditions—thereby increasing the risk of
over-excitation, under-excitation or loss of excitation, potentially
leading to tripping of units.

3.1.7 It was submitted that frequent part-loading and start-up/shut-down
(box-up) of generating units would lead to increased O&M and
capital replacement costs due to accelerated degradation of
electrical and auxiliary systems, and that such additional costs should
not be absorbed within the normal O&M expenses of the plant.

3.1.8 It was submitted that Discoms be directed to create a dedicated
sanctioned post for the head of the DF/DSM Cell at the level of Chief
Engineer, as assigning this responsibility as an additional charge to
existing officers may dilute effectiveness.

3.1.9 It was submitted that dedicated positions for BEE-qualified Energy
Managers and Energy Auditors be established within the DSM Cell of
each Discom.

3.1.10 It was submitted that clear Terms of Reference (ToR) be specified,
outlining the operational scope, accountability framework, and
reporting requirements of the DSM Cell, ensuring that assigned
personnel are not burdened with unrelated duties and that the Cell is
provided adequate functional autonomy.

3.1.11 It was submitted that a minimum tenure of three years be mandated
for officials posted in the DF/DSM Cell to ensure continuity and
effectiveness of the programme.

Commission's View/Decision:

3.1.12 Based on recent grid operations, Rajasthan's peak electricity demand
is approximately 20,000 MW. Applying the DFPO trajectory outlined in
Clause 3.4.1(c) of the Draft Regulations, the required flexible portfolio
ranging from 50 MW to 400 MW across the entire state grid is not
significant enough to drastically alter base-load generation profiles
that too when in future year demand will also increase substantially
with addition of data centers, EVs charging and other load beyond
this. Consequently, infroducing blanket penalty exemptions under the
DSM or establishing new, fixed financial compensation (e.g., Rs. 1-2
lakh/MW/month) for generators is premature and unwarranted at this
stage.
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3.1.13 However, the Commission fully recognizes the critical role of the State

Load Dispatch Centre (SLDC) in the secure planning and execution of
these DFPO targets. While no immediate generator safeguards are
required, the Distribution Licensees (Discoms) are hereby directed to
work collaboratively with the SLDC during the program development
phase to properly identify network-constrained zones, forecast system
requirements and ensure seamless coordination between demand-
side load shifting and supply-side dispatch.

3.1.14The Commission acknowledges the critical need for sustained

engagement and institutional memory in the DF/DSM Cell. The
Commission directs the Distribution Licensees to ensure constitution of
DF/DSM cell appropriately and ensure that all posts are filled and
focus on capacity building of DF/DSM cell.

3.2Role of Distribution Licensees:

Stakeholders’ Comments/Suggestions:

3.2.1

3.2.2

3.2.3

3.2.4

It was submitted that, with regard to aggregator governance,
aggregators be formally licensed by the Commission rather than
relying solely on simple Discom registration for assessing their technical
and financial capabilities. It was further submitted that such licensing
framework should include clearly defined “business rules” covering
marketing, contracting, data privacy and consumer grievance
redressal, so as to ensure accountability and enhance stakeholder
confidence.

It was submitted that strict eligibility criteria and a well-defined code
of conduct for Aggregators be established along with provisions for
performance monitoring, audits, management of conflict of interest,
fransparency and imposition of penalties in case of non-compliance.

It was submitted that licensed aggregators, farmer cooperatives and
Farmer Producer Organizations (FPOs) be appropriately empowered
through clear settlement guidelines, establishment of verification
firewalls, and inclusion of independent members in the governance
framework.

It was submitted that, while consumer behaviour and protection
aspects have been highlighted, specific provisions for stakeholder and
consumer education and awareness are presently lacking and should
be incorporated in the regulations.
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3.2.5 It was submitted that Discoms be explicitly required to develop and
implement a structured communication strategy, including timely
event noftifications and an effective grievance redressal mechanism,
as part of programme design.

3.2.6 It was submitted that Discoms be mandated to maintain dedicated
online dashboards for public disclosure of programme details,
participation levels, expenditures incurred, and verified outcomes
(including at feeder level) to ensure fransparency.

Commiission's View/Decision:

3.2.7 The Commission notes the merit in standardizing aggregator
accountability. Accordingly, Discoms are directed to issue guidelines
for registration and governance of Aggregators, which shall remain
the primary on-boarding mechanism. Such guidelines shall include
eligibility criteria, code of conduct and business rules covering
confracting, data privacy, and grievance redressal.

3.2.8 Discoms shall also ensure performance monitoring, audits,
fransparency, and provisions for penalties in case of non-compliance,
along with clear settlement mechanisms and safeguards for
Aggregators, Farmer Cooperatives and FPOs.

3.2.9 Further, Discoms shall undertake consumer awareness initiatives,
implement an effective communication and grievance redressal
system, and maintain online dashboards for disclosure of programme
details, participation, expenditure and outcomes.

3.3: DF/DSM Guiding Principles & DFPO Targets
Stakeholders’ Comments/Suggestions:

3.3.1 It was submitted that, with regard to the DFPO trajectory under Clause
3.4.1(c), the targets be aligned to a 5-year trajectory (FY 2026-27 to FY
2030-31) in line with the proposed 5-year strategy roadmap.

3.3.2 It was submitted that the Demand Flexibility Portfolio Obligation
(DFPQO) targets be enhanced from 2% to 5% by the year 2030, with a
defined annual ramp-up trajectory.

3.3.3 It was submitted that the DFPO targets be revised on a bi-annual basis
or upon submission of detailed Load Research studies.
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3.3.4

3.3.5

3.3.6

3.3.7

3.3.8

3.3.9

It was submitted that the DFPO targets be broadened beyond peak
demand reduction to also include metrics such as overall demand
reduction and emergency load requirements.

It was submitted that there is ambiguity regarding whether the DFPO
targets (in MW) represent dispatchable capacity, energy shifting
across time blocks (MWh) or a composite metric and that the same
be clearly specified.

It was submitted that the regulations explicitly clarify that the DFPO
percentage is to be calculated based on the actual peak demand
(in MW) of the immediately preceding financial year, using certified
data (e.g.. SLDC) and also specify whether the calculation
incorporates a 5% year-on-year escalation factor.

It was submitted that procedural discipline be introduced by
prescribing strict timelines, including submission of the DF/DSM portfolio
by Discoms at least three months prior to MYT/ARR filings and
mandating the Commission to respond within 60 days, on the lines of
MERC regulations.

It was submitted that, in view of the absence of long-term energy
efficiency targets, a specific Energy Efficiency target of at least 1-2%
of the Discoms’ annual sales be incorporated to ensure balanced
focus on both peak demand reduction and overall energy
consumption reduction.

It was submitted that, with respect to incentives and disincentives
under Clause 3.4.1(d), the basis for the flat symmetric
incentive/penalty rate of Rs. 0.20 Crore per MW be transparently
justified and documented.

3.3.10 1t was submitted that the existing fixed capacity-based incentive

mechanism be replaced with a tiered, performance-linked, per-unit
(Rs./kWh) incentive structure aligned with the Return on Equity (ROE)
framework (e.g., Rs. 0.45 to Rs. 0.60 per unit), to encourage
performance beyond minimum compliance.

3.3.11 It was submitted that, in the initial phase, only incentives (or a “share

of savings” approach) be implemented, with penalties infroduced in
subsequent cycles.
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3.3.12 It was submitted that an upper cap on total penalties be specified to
safeguard the financial viability of Discoms against unforeseen
technological or market-related delays.

3.3.13 1t was submitted that the regulatory treatment of disincentives for
under-performance be clearly defined, including whether such
disincentives would trigger prudence checks or impact eligibility for
future incentives.

3.3.141t was submitted that provisions relating to “Ancillary Services” be
incorporated, including appropriate definitions and enabling
mechanisms for DF projects to participate in centralised markets, with
resultant revenues forming part of the benefit stream.

3.3.151t was submitted that clear provisions be specified to define how
aggregator flexibility volumes are constrained within designated
network zones to avoid aggravation of local congestion, along with
establishment of transparent operational rules for coordination among
multiple aggregators, including bid submission and clearing
mechanisms.

3.3.16 It was submitted that reliance on behavioural load shifting during
peak hours may not be feasible for the State’s large agricultural (45%)
and domestic (20%) consumer base, as these segments presently lack
adequate smart metering infrastructure.

3.3.17 It was submitted that, for effective peak demand reduction, Battery
Energy Storage Systems (BESS) with a minimum capacity of 20% be
mandated for all generating systems above 5 kW including rooftop
solar, PM-KUSUM, net metering, behind-the-meter and open access
consumers with possible support through government subsidies.

3.3.181t was submitted that the scope of the PM-KUSUM scheme be
expanded to emphasize agricultural pump flexibility, electric vehicles
(EVs) and AMI-based analytics, along with enhanced rural outreach in
Hindi and local languages and provision of State subsidy up to Rs.
30,000 per kW for solar energy plants.

3.3.19 1t was submitted that agricultural initiatives should prioritize actual
replacement of inefficient pump sets with high-efficiency pumps and
Variable Frequency Drives (VFDs), rather than relying solely on shifting
of operating hours.
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3.3.20 It was submitted that “energy-efficient pumping systems” be explicitly
included under DF/DSM technology categories and that pump loads
be prioritised in identified DF/DSM zones to optimise consumption
during low-cost renewable generation periods.

3.3.21 It was submitted that loT-based smart pump controls be integrated
into DSM measures, given their potential to significantly support load
shiffing and demand response in agricultural and municipal sectors.

3.3.22 It was submitted that, for EV integration, all public or semi-public EV
Supply Equipment (EVSE) participating in such programmes be
mandated to be OCPP-compliant to enable smart charging and
automated price/event signaling.

3.3.23 It was submitted that appliances covered under DF/DSM programmes
such as heat pumps, refrigeration, and cold storage be mandated to
comply with a minimum BEE 3-Star rating under the Standard &
Labeling Programme, subject to availability.

3.3.241t was submitted that the Bureau of Indian Standards (BIS) be
engaged to review and strengthen specifications for energy-efficient
equipment, particularly for air condifioners.

3.3.25 It was submitted that guidelines be infroduced to enable DISCOMs to
partner with organised retail chains for appliance efficiency
programmes, leveraging the retail sector’'s significant share in
appliance sales to improve programme uptake.

3.3.26 1t was submitted that rebate eligibility be extended to first-time
appliance buyers, who constitute a large share of the market and are
typically constrained by upfront costs, rather than limiting benefits only
to replacement buyers.

3.3.27 It was submitted that an apypraisal period of at least eight years be
adopted for appliance-based DSM programmes while assessing cost-
effectiveness, so as to capture the full lifecycle benefits instead of
relying solely on first-year savings.

3.3.28 It wass submitted that the use of diesel generator (DG) sets be explicitly
prohibited as an eligible resource for delivering demand response or
DSM savings.

3.3.29 It was submitted that emerging business models such as Cooling-as-a-
Service (CaaS) and integrated Building Management Systems (BMS)
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be recognised as eligible DSM programme categories, with incentives
linked to verified demand (kW) reduction.

3.3.30 1t was submitted that the regulations explicitly promote Non-Wires
Alternatives (NWAs), comprising distributed energy resources such as
rooftop solar, energy efficiency and storage as cost-effective and
cleaner alternatives to conventional network investments.

3.3.31 It was submitted that the scope of DF/DSM benefits be broadened to
include improvements in system reliability, resilience, accommodation
of new and emerging loads, environmental benefits, and mitigation of
market power.

3.3.321t was submitted that Demand Response (DR) programmes be
explicitly incorporated, focusing on load reduction during periods of
system stress to maintain reliability and avoid involuntary load
shedding.

3.3.331t was submitted that granular and dynamic price signals,
differentiated by time and location, be introduced to enhance
consumer participation, and that DISCOMs be mandated to develop
voluntary dynamic pricing tariffs.

3.3.34 It was submitted that the rebate window under Time of Day (ToD)
tariffs be extended to an 8-hour period, specifically from 8:00 AM to
4:00 PM.

3.3.35 It was submitted that, to incentivize investment in rooftop solar with
BESS, ToD surcharges be aligned at approximately 25% of solar PV
generation cost and that power restrictions be applied only when
short-term power procurement costs exceed 125% of the average
cost of supply.

3.3.36 1t was submitted that incentives be intfroduced for industrial and
commercial consumers who reduce their contracted demand without
adversely affecting overall energy consumption and production
levels.

3.3.37 It was submitted that DF/DSM programmes be explicitly linked to Net
Lero Energy targets with adoption of GHG Protocol Corporate
Standard methodologies for emissions accounting.
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3.3.38 It wass submitted that participating consumers be provided access to
carbon credits or REC-equivalent instruments, aligned with India’s
emerging carbon market framework.

3.3.3% It was submitted that a standardized Consumer Enrolment Framework
be established, incorporating clear programme descriptions, informed
consent, opt-out provisions, and grievance redressal mechanisms.

3.3.40 It was submitted that an annual Consumer Benefit Report be
published to transparently present the tariff impact and benefits of
DSM programmes.

3.3.41 It was submitted that provisions be infroduced to ensure explicit and
revocable consumer consent, minimum performance guarantees,
and fransparent earnings statements accessible through consumer
interfaces or applications.

Commission's View/Decision:

3.3.42 The current MYT conftrol period is from April 1, 2025, till March 31, 2030.
In alignment with the current MYT period, the DPFO frajectory under
Clause 3.4.1(c) provides targets until March 2030.

3.3.43The Commission observes that certain issues raised by stakeholders
pertain to aspects of generation side management, transmission or
other ancillary matters which in commission’s view fall outside the
scope and intent of the present proceedings.

3.3.44The Commission further observes that the provision of incentive and
disincentive mechanisms in the present Regulations is appropriate and
well-conceived, as it promotes performance-based accountability
and encourages efficiency, reliability, and complionce among
stakeholders. The existing framework is sufficient to drive the intended
outcomes; however, any further refinement or modification in the
incentive—-disincentive structure will be taken up in future based on
implementation experience and evolving sectoral requirements.

3.3.45 Further, a proviso has also been added under 3.4.1(b) to provide s
that the Distribution Licensees may also file a “DF / DSM program
portfolio and implementation action plan” separately, if need be.

3.3.46 The Commission notes that a robust DF/DSM portfolio must embrace
modern technologies while protecting consumers from excessive
financial mandates.
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3.3.47 Regarding the PM-KUSUM scheme and agricultural loads, the

Commission agrees that agricultural flexibility will be essential for
demand management in Rajasthan. However, regarding the
suggestion to make 20% BESS capacity mandatory for all installations
above 5 kW, the Commission notes that the same is governed by
separate Regulations and it will take an appropriate view while
considering amendment in these Regulations. To ensure technological
interoperability and prevent vendor lock-in, the Commission accepts
the suggestion regarding Electric Vehicle integration through
appropriate standards.

3.3.48 The Commission agrees regarding the environmental integrity of these

programs. The deployment of fossil-fuel-based Diesel Generators
(DGs) defeats the cost-reduction and clean energy objectives of
these Regulations. An explicit proviso has been added to Clause
3.4.1(f) strictly prohibiting DGs from qualifying as eligible DF/DSM
resources.

3.3.49 The Commission observes the merit in recognizing advanced business

models. "Cooling-as-a-Service (Caa$)" and "Building Management
Systems (BMS)" have been added to the list of eligible portfolio
programs. The Draft Regulations have been suitably amended to
reflect these decisions.

4. Funding, Cost Recovery & Revenue Mechanisms

4.1

4.2

4.3

Stakeholders' Comments/Suggestions:

It was submitted that dedicated funding benchmarks be prescribed for
DSM initiatives, such as allocation of 0.5% of the Annual Revenue
Requirement (ARR).

It was submitted that performance-linked incentives be introduced,
including an incremental Return on Equity (RoE) of 25-50 basis points
upon achievement of specified targets.

It was submitted that provisions for innovative financing mechanisms
such as Pay-As-You-Save (PAYS) models and Guaranteed Energy
Savings Contracts be incorporated along with standardized
contractual frameworks to facilitate private sector participation.
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4.4 |t was submitted that a clearly defined funding source be identfified for
demand flexibility incentives, particularly in scenarios where all Discoms
successfully achieve demand reduction targets.

4.5 1t was submitted that a Revenue Decoupling Mechanism (RDM) be
infroduced in the next Multi-Year Tariff (MYT) framework to compensate
Discoms for loss of sales, thereby addressing the inherent disincentive
associated with demand reduction programmes.

4.6 1t was submitted that, while the regulations permit recovery of DF/DSM
costs as capital expenditure through ARR, clarity be provided on
whether such investments would be eligible for regulated Return on
Equity (RoE) similar to supply-side assets. It was further submitted that the
funding structure and risk allocation for Behind-the-Meter (BTM) storage
systems also require explicit clarification.

4.7 It was submitted that the Commission allow a separate pre-approved
budget for undertaking baseline studies and Load Research prior to
portfolio approval and further permit submission of revised DSM/DF
portfolios during mid-term MYT reviews.

4.8 It was submitted that the tariff impact limits under the Ratepayer
Impact Measure (RIM) test should not be applied as a rigid constraint
and that greater emphasis be placed on reduction in overall consumer
bills rather than solely on per-unit tariff reduction, recognizing that
efficiency measures may reduce total consumption despite marginal
increases in unit tariffs.

49 It was submitted that mandatory disclosure of annual DFPO
achievements be explicitly incorporated in ARR filings, and that cost
recovery claims be supported with clear demonstration of net
consumer benefits.

4.10 It was submitted that suitable amendments to RERC tariff regulations be
undertaken to enable accurate reflection of avoided power purchase
and transmission costs based on actual demand reductions, as current
provisions render such calculations largely notional.

Commiission's View/Decision:

4.11 The Commission observes that presently mandating a rigid 0.5% ARR
benchmark may unnecessarily constrain or arfificially inflate budgets
regardless of program viability. Funding shall remain subject to the
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5.

5.1

5.2

5.3

5.4

5.5

5.6

5.7

approval of the Capital Investment Plan based on cost-effectiveness
tests. Regarding the Revenue Decoupling Mechanism (RDM) and other
issues, these are substantial regulatory shifts and the Commission will
consider these suggestions for the upcoming comprehensive review of
the MYT Tariff Regulations. Regarding the RIM ftest, protecting non-
participating consumers from tariff shocks remains a statutory priority;
therefore, the RIM test provisions shall be retained as proposed.

Cost-Effectiveness Assessment Tests
Stakeholders’ Comments/Suggestions:

It was submitted that the use of a flat annual average cost or the top
10% marginal cost may lead to distortion in avoided cost estimation
under the Total Resource Cost (TRC) test.

It was submitted that avoided power purchase costs be calculated
based on the marginal procurement cost at the specific hour of peak
load reduction, so as to accurately capture time-specific costs and
reflect the concept of “net peak” demand rather than gross peak.

It was submitted that the TRC and RIM tests be expanded to account
for broader systemic benefits including improvements in system
reliability (such as avoided involuntary load shedding) and
environmental benefits (such as reduction in air emissions).

It was submitted that carbon valuation such as the social cost of
carbon be incorporated into TRC and RIM cost-effectiveness tests,
along with mandatory disclosure of emission intensity reductions to
align with Net Zero objectives.

It was submitted that the RIM test threshold of INR 0.005/kWh be strictly
enforced as an absolute ceiling to safeguard non-participating
consumers from adverse tariff impacts.

It was submitted that the Commission develop a standardized Benefit-
Cost Analysis (BCA) framework/template for use by DISCOMs, ensuring
uniformity and enabling sensitivity analysis of key variables.

It was submitted that specific escalation rates (e.g., 5% year-on-year
for power sales) and discount rates (e.g., 10.5% for TRC and RIM tests
and 13% for Participant Cost Test) be prescribed as default inputs for
cost-effectiveness analysis, in line with established regulatory practices
such as those of MERC.
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Commission's View/Decision:

5.8 The Commission appreciates the push for Net Zero carbon accounting
(SCT test), the primary hurdle tests (TRC and RIM) must remain focused
on direct financial impacts on the utility and ratepayers to ensure
immediate tariff stability. The SCT fest (which includes environmental
benefits) will remain an auxiliary reporting requirement at this stage.

6. DSM Evaluation, Measurement and Verification (EM&V)
Stakeholders' Comments/Suggestions:

6.1 It was submitted that, under Clause 18, a specific State agency,
namely RRECL, be designated as the sole Independent Verification
Agency (IVA) for all DISCOMs on a cost basis, so as to reduce
verification costs and avoid duplication of institutional arrangements.

6.2 It was submitted that the empanelment of Independent Verification
Agencies (IVAs) be undertaken under active supervision of the
Commission rather than being left solely to DISCOMs, with
appointments limited to one-year ferms, extendable up to a
maximum of two additional years, to ensure transparency and
integrity.

6.3 It was submitted that open and non-proprietary communication and
data protocols—such as |EEE 2030.5, OpenADR, and OCPP—be
mandated for all interactions among utilities, aggregators, and
devices, in order to prevent vendor lock-in. It was further submitted
that DISCOMs publish a “Qualified Products List” and require third-
party certification.

6.4 It was submitted that, in alignment with the Digital Personal Data
Protection Act, 2023, aggregators be mandated to provide
consumers and DISCOMs with machine-readable data (including
meter inferval data and settlement information) through secure APIs. It
was further submitted that consumers be dallowed to switch
aggregators without cost or hardware replacement, with prior data
made available within seven working days.

6.5 It was submitted that a comprehensive Data Governance Framework
be prescribed, covering data-sharing protocols, retention periods, API
standards for SCADA/AMI integration, and a defined Code of
Conduct for third-party aggregators.
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6.6

6.7

6.8

6.9

6.10

6.11

6.12

6.13

It was submitted that Advanced Metering Infrastructure (AMI) interval
data be prioritized for baseline determination and settlement
processes, and that DISCOM demand be computed by aggregating
15-minute fime block data at interconnection points, with appropriate
adjustments for inter-DISCOM feeders and Battery Energy Storage
Systems (BESS).

It was submitted that the EM&V framework adopt 15-minute
seftlement intervals, open-source baseline methodologies, and
weather normalization techniques to ensure fair and consistent
assessment.

It was submitted that the EM&V framework be updated to recognize
Al/loT-based  continuous  monitoring  platforms  as  primary
Measurement & Verification tools (designated as “Option E”), with IVA
empanelment requiring expertise in Al/ML analytics and a ftiered
certification structure based on project scale.

It was submitted that a State-specific Technical Reference Manual
(TRM) be developed to standardize pre-determined savings values for
common energy-efficient technologies, thereby reducing subjectivity
under the deemed savings approach.

It was submitted that a uniform baseline assessment methodology be
established across all DISCOMs to distinguish actual DF/DSM savings
from reductions caused by external factors such as load shedding or
weather variations, including specification of a defined historical look-
back period (e.g., “10-in-10" baseline).

It was submifted that verification be undertaken to assess the
adequacy of existing metering and monthly data integration
infrastructure.

It was submitted that, in addition to MW-based incentives, both kW
and kVA (reactive power) parameters be monitored to address
power factor issues affecting grid voltage, with monthly fracking and
annual averaging for determining incentives/disincentives.

It was submitted that reliance solely on peak demand reduction is
insufficient to capture improvements in thermal generation patterns
(such as the “duck curve”), and that any BESS charging or generation
outside a DISCOM'’s network be included in demand assessment, with
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6.14

6.15

6.16

6.17

6.18

6.19

6.20

6.21

monitoring by SLDC for at least one year prior to enforcement of
incentives.

It was submitted that resources be mapped to specific
feeder/distribution fransformer (DT) topologies to enable locational
dispatch, with incentives calibrated based on verified MW and MWh,
and higher incentives for congestion relief in identified DF/DSM zones.

It was submitted that DF/DSM zones be formally designated for pilot
implementation based on defined criteria (such as minimum demand
thresholds and representation of urban/rural areas), subject to SLDC
review and monitored over a minimum period of five years to ensure
consistency.

It was submitted that stringent telemetry and cybersecurity standards
be mandated, including 1-5 minute telemetry during active events
and 15-minute intervals otherwise, along with adoption of secure
communication protocols (e.g., TLS 1.3 or higher, mutual
authentication) and mandatory incident reporting to CERT-In within 72
hours.

It was submitted that DISCOMs be required to define reporting
timelines for key performance indicators at the programme approval
stage, ensuring periodic reporting (monthly/quarterly) alongside long-
term evaluations.

It was submitted that aggregators and IVAs be mandated to track
and verify emission reductions associated with DF/DSM programmes.

It was submitted that the evolving role of DISCOMs as Distribution
System Operators (DSOs) be explicitly recognized, and that DF/DSM
Cells be supported with external technical expertise to manage
increased operational complexity.

It was submitted that the Consultation Committee (CC) be entrusted
with developing load research methodologies and guidelines for
large-scale programme implementation and that minutes of its
quarterly meetings be published on the Commission’s website.

It was submitted that DISCOMs be provided a timeline of one year
from nofification of the regulations to undertake comprehensive load
research for baseline establishment and that such exercise be
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mandated once every three years, considering its resource-intensive
nature.

Commission's View/Decision:

6.22 As regard IVAs, the proposed Regulation have been retained. To
prevent proprietary vendor lock-in and to ensure consumer choice to
switch between aggregators a suitable provision has been inserted.

7. In the light of the foregoing discussion, the finalized Regulations duly
authenticated, placed below, may be got published in the Official
Gazette.

8. Copy of this memo, along with the finalized Regulations, may be sent
electronically and/or by post to the State Government, CEA, concerned
Utilities and other stakeholders.

(Vijay Pal Singh) (Hemant Kumar Jain) (Dr. Rajesh Sharma)

Member Member Chairman
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Annexure-|

The list of stakeholders who offered the comments/suggestions:

S.no. Stakeholders

—_—

Sh. Shanti Prasad

RRVUNL

JVVNL

RRECL

Samta Power

Sh. Y.K. Bolia

Sh. DD Agarwal

Centre for Energy, Environment & People (CEEP)

V| ® N~ DN

Prayas Group

o

Kalkitech

J—
—_

Regulatory Assistance Project (RAP)

N

Alliance for an Energy Efficient Economy (AEEE)

w

Centre for Social & Economic Progress (CSEP)

»

SRIT India Ltd.

o

Smart Joules

o

W J Clinton Foundation
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RAJASTHAN ELECTRICITY REGULATORY COMMISSION
NOTIFICATION

Jaipur....... ,2026

No. RERC/Secy/ Reg....... In exercise of the powers conferred under Section 181(2) (zp) of
the Electricity Act, 2003 (36 of 2003) read with sections 3, 61, 66, 86 and all other powers
enabling in this behalf, the Rajasthan Electricity Regulatory Commission hereby makes the
following Regulations, namely:

1. Short Title, extent and Commencement

(1) These Regulations may be called the" “Rajasthan Electricity Regulatory Commission

(Demand Flexibility (DF)/Demand Side Management (DSM)) Regulations, 2026.""

(2) These Regulations shall be applicable to all the Distribution Licensees including deemed

Distribution licensees and their successor entities in the State of Rajasthan.

(3) These Regulations shall come into effect from the date of notification in the Rajasthan

Gazette.

(4) Demand Flexibility Portfolio obligation under Regulation 3.4.1( ¢) shall be effective from

1 Apr, 2026.

Provided that the first year (FY 2026-27) shall be considered as preparatory load research
and capacity building year.

2. Definitions

2.1

a)
b)

d)

e)

In these Regulations, unless the context otherwise requires:
“Act” means the Electricity Act, 2003(36 of 2003) as amended from time to time.

“Aggregator” is an entity registered with the Distribution Licensee to provide
aggregation of one or more of the services like demand response services under the
demand flexibility mechanism, Distributed Generation, Energy Storage etc., within the
area of distribution licensee;

Provided that Distribution Licensee may register common aggregator for various
services.

“ARR” means Annual Revenue Requirement.

“Avoided Costs” means the incremental costs saved by the distribution licensee when it
avoids purchase of power or distribution related costs in existing or new distribution
system investment or upgrades because of implementation of DF / DSM programmes;

“Baseline data” means the data relating to the consumption and/or demand for
electricity from any specified class or category of consumers or any distribution area,

1



9)

h)

)

K)

n)

before a DSM/DF programme begins, to provide a starting point for comparison for
assessing the program impact;

"Commission™ means the Rajasthan Electricity Regulatory Commission (RERC) as
constituted under Section 82 of the Act;

“Cost Effectiveness” means an indicator of the relative performance or economic
attractiveness of any investment in DF/DSM programme or when compared to the costs
of energy produced and delivered in the absence of such an investment and as stipulated
in Chapter 11 of these Regulations;

"Demand Flexibility” or “DF” means the ability of demand-side loads that can vary
consumption patterns hourly or any other time scale, for making electricity more
affordable to consumers with the co-benefits of reducing or deferring system costs or an
end-use consumption that can increase or decrease as a demand response measure;

“Demand Flexibility Portfolio Obligations” or “DFPO” means a trajectory of flexible
demand that a distribution licensee needs to ensure availability on an annual basis to
provide quick ramping-up and ramping-down of the load based on the system
requirements, including maximizing renewable energy integration services;

“Demand Response” means variation in electricity usage by the end consumers or by a
control area manually or automatically, on standalone or aggregated basis, in response to
the system requirements.

“DF / DSM Cell” means a specific Cell to be set-up by the Distribution Licensee for
targeted activities towards implementation of the DF/DSM activities mandated under
these Regulations.

“DF/DSM Resource” means a saving in consumption (kWh) and/or demand
(KW/KVA), as a result of implementation of DF /DSM programme (as a single or group
of devices at a single or multiple locations), expressed in three important dimensions
namely Quantum (kWh and/or kW/kVA), Time and Cost;

provided that fossil-fuel-based Diesel Generators (DGs) are strictly excluded and shall
not qualify as an eligible DF/DSM Resource.

"DF Gateway' means a standardized interface or secure communication gateway at the
consumer premises that facilitates the aggregation, monitoring, and dispatch of Demand
Flexibility Resources.

“Distribution Licensee” means a person who has been granted a license under Section
14 of the Act to operate and maintain a distribution system for supplying electricity to
the consumers in his area of supply and includes a deemed Licensee;

“DSM” means Demand Side Management; capturing the actions of a Distribution
Licensee towards altering the end-use of electricity - whether it is to increase demand,
decrease it, shift it between high and low peak periods - in the overall interests of
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p)

q)

B

2)

reducing Distribution Licensee costs.

“Energy Efficiency” means activities or programs that encourage consumers to reduce
energy use by making investments in more efficient equipment or control that reduces
energy use while maintaining a comparable level of service as perceived by the
consumer;

“Evaluation, Measurement and Verification or EMV” means activities included
under Chapter 11l of these Regulations, which involves evaluation, monitoring,
measurement and verification of DF / DSM programmes;

"Flexibility Event™ means a specific, time-bound dispatch instruction issued by the
Distribution Licensee or Aggregator to activate demand response or load-shifting
measures to alleviate network constraints or balance supply and demand.

“Independent Verification Agency or IVAs” are either individuals certified as energy
auditors or accredited energy auditors or energy managers or measurement and
verification professionals or organisations with individuals certified as energy auditors or
accredited energy auditors or energy managers or measurement and verification
professionals;

"IPMVP” means International Performance Measurement & Verification Protocol
which provides guidelines that can be used to estimate the savings from the DF/DSM
programmes;

“Life” means an estimate of the median number of years that the DF/ DSM measures
installed and operable under the program or the warrantied years of service.

“Load Management” means programs that reduce or shift peak demand from periods of
high-cost electricity to non-peak or low-cost time periods, with a neutral effect or
negligible increase in electric use;

“Load Research” means an activity embracing the measurement and study of the
characteristics of electric loads to provide a thorough and reliable knowledge of trends,
and general behaviour of the load characteristics of the consumers serviced by the
distribution licensee using a variety of metering (including data capture from smart
metering systems), surveys, detailed energy audits of consumer-end energy consumption
to capture daily, monthly, seasonal and annual usage patterns;

“MYT” means Multi Year Tariff;

"Network Constraint™ means a localized grid condition where the loading on specific
distribution transformers, feeders, or substations exceeds safety threshold, requiring load
shifting or demand response to maintain grid stability.

“NPV” means Net Present Value;

aa) “PCT” or Participant Cost Test measures the quantifiable benefits and costs to a
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consumer for participating in a DF/DSM programme;

bb) “RIM” or Ratepayer Impact Measure means test which evaluates the impact of the
programme implementation and costs on consumers;

cc) “SCT” or Societal Cost Test measures the quantifiable benefits and costs of the
DF/DSM programme on society as a whole;

dd) “TRC” or Total Resource Cost test means which measures the total quantifiable benefits
and costs of a DF/DSM programme;

2.2 Save as aforesaid and unless repugnant to the context or the subject matter otherwise
requires words and expressions used in these regulations and not defined, but defined in
the Act, or any other Regulations of this Commission, shall have the same meaning as
assigned to them respectively in the Act or the Rules or any other Regulations made
there under:



CHAPTER I: IMPLEMENTATION

3. Basic Principles in Licensee operations:

3.1 Demand Flexibility (DF)/Demand Side Management (DSM):

3.11

3.1.2

(i)
(ii)

(iii)

(iv)

v)
(vi)

(vii)

Every Distribution Licensee shall adopt DF / DSM in their day-to-day operations, and
undertake planning, designing and implementation of appropriate DF / DSM programs
on a sustained basis that are measurable, replicable and available for smooth grid
operations, balancing the supply and demand; and to ensure Resource Adequacy
requirements under other Regulations. The Licensees shall adequately staff the DF /
DSM Cell as required for its activity and such cell be headed by an officer, who is not
below the rank of Chief Engineer.

The Distribution Licensee shall pursue the following objectives w.r.t DF and DSM
activities:

Control, change and influence electricity demand;

Encourage consumers to alter/amend their electricity consumption pattern both with
respect to timing and level of electricity demand for efficient use of energy;

Complement supply side strategies to help the utilities to avoid or reduce or postpone
a) costly capacity (generation, transmission & distribution network) additions

b) costly power purchases and embedding cheaper renewable power instead.

Reduce the environmental damage by reducing the emission of greenhouse gases;
Supplement national level efforts for implementation of various DSM programmes.

Make strategic efforts to induce lasting structural or behavioural changes in the market
that will result in increased adoption of energy efficiency as well as the identification
and integration of flexible demand with relevant technologies, services,and practices;

Protect the interest of the consumers and shall result in overall reduction in tariff for all
the consumers.

3.2 Cost recovery of DF/DSM measures:

3.2.1

3.2.2

Distribution Licensees may propose to recover all justifiable costs incurred by them in
any DF / DSM related activity including conducting Load Research (LR), planning,
designing, implementing, monitoring and evaluating DF/DSM programs, under Capital
Investment Plan in the MYT/ARR filing and Annual financial reporting.

All such DF /DSM related activities/programs undertaken by the Distribution Licensees.

(i) shall be cost-effective for the Distribution Licensees as well as to the consumers as

stipulated under Chapter Il of these Regulations;



33
(i)

(i)

(iii)

(iv)

(v)

(vi)

(if) shall protect the interest of consumers and implemented in an equitable manner;

(iii) shall result in overall tariff reductions to the consumers, or marginal increase as
defined in Chapter II;

Role of Distribution Licensees:

To allocate funds (in terms of percentage of the total budget of the Distribution Licensee)
to the DF / DSM Cell

To develop a robust DF / DSM portfolio structure on a rolling basis for the MYT/ARR
period for the purpose of planning.

Conduct consumer outreach and awareness to inform consumers of DF/DSM
programmes and encourage their participation.

To conduct and submit load research reports duly identifying opportunities and
proposing measures to implement demand flexibility, load management, energy
conservation and energy efficiency programmes;

To submit a report to the Commission:

On the impact on energy and demand, together with the cost-benefit analysis as stipulated
under Chapter Il of these Regulations and;

. On the evaluation, measurement and verification of the implemented programmes

stipulated under Chapter 111 of these Regulations;

Create and maintain a digital registry of aggregators, consumers, flexible resources,
baselines and event performance.

(vii) Implement specific directions of the Commission.

(viii) Work collaboratively with the State Load Dispatch Centre (SLDC) while preparing load
research reports and during the program development phase to properly identify network-
constrained zones, forecast system requirements, necessary coordination, furthermore, to
engage in consultations with the SLDC to ensure necessary coordination regarding the
planning, design, and implementation of demand control/effective measures for DF/DSM
programs; and additionally, to provide the SLDC with timely a advance information
regarding actions related to Demand Flexibility.

3.4

DF/DSM Guiding Principles:

3.4.1 The duties of the Distribution Licensees shall be as follows:

a)

Development of DF / DSM portfolio:. The DF / DSM program portfolio shall
broadly include the following:

()  findings of a detailed load research and market research activity including
consumers’ perspectives and willingness to participate in the DF / DSM initiatives;



b)

(i)

(i)

(vii)
(viii)

()

detailed working of the possible DF programs to be implemented and the DFPO
targets that include all components such as DF, energy efficiency and energy
conservation measures;

Prepare a 5 year strategy and a roadmap towards fulfilment of the DFPO portfolio
obligation;

portfolio and program-specific cost-effectiveness assessment;
develop DF and DSM evaluation, measurement and verification procedures;

funds deployment plan to meet the yearly DF targets and other energy efficiency and
energy conservation portfolio roll-out on an annual basis.

Promotion of load shifting and Demand Response Program.

Provide appropriate tariff based incentives or rebates to all HT and LT categories of
consumers participating in DR programs by installing smart meters

Implementation of latest technologies in the DSM measures such as Internet of
Things (loT) wherever possible for energy savings and operational efficiency.

Timelines for submission of DF/DSM portfolio and according approvals: The
distribution licensees shall submit a “DF / DSM program portfolio and implementation
action plan” (Annexure 1) along with MYT/ARR tariff/Investment Plan proposal. On
annual basis, the distribution licensees shall submit “Status report on DF / DSM
implementation” along with APR proposals for the respective years.

Provided that the Distribution Licensees may also file a “DF / DSM program portfolio and
implementation action plan” separately, if need be.

DFPO multi-year targets: Distribution License explicit provisoes shall adhere to specific
demand flexibility portfolio obligations (DFPO) set-up with a following specific
trajectory:

Financial Year DFPO as percentage of peak demand
experienced in previous Financial Year]..]

FY 2026-27 0.25%
FY 2027-28 1%

FY 2028-29 1.5%
FY 2029-30 2.0%

The targets for subsequent years shall be notified by the Commission from time to time.
The Licensee may meet the DFPO through its own programs (e.g., behavioral DR apps) or
by procuring capacity from registered Aggregators. Till the time such targets are notified
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d)

the targets of FY 2029-30 will continue to be applicable.

DFPO incentives and disincentives: Distribution Licensee shall be eligible for an
incentive of INR 0.20 Crores for every MW achieved in excess of DFPO. Similarly,
Distribution Licensee shall be subjected to a disincentive of INR 0.20 Crores for every
MW under-achievement of DFPO.

Provided that the first year is considered as preparatory year and there will be no
disincentives during the period.

Provided further that the Distribution licensee shall report its performance regarding
achievement of DFPO target in their ARR petition.

DF and DSM Zones: Distribution Licensee shall, on annual basis, identify the designated
areas/DTs, Feeders, Substations with network constraints as “DF/DSM Zones”. The
designated DF/DSM Zones shall be targeted for DF and DSM programmes.

DF / DSM portfolio programmes: Distribution Licensees shall implement DF/DSM
programs that add to the portfolio of resource adequacy and those that include demand
flexibility to provide quick ramp-up and ramp-down services, reduce peak demand and
associated costly power purchase. The Demand Flexibility programs shall also include
Demand Response initiatives involving consumers agreeing to modulate their load shapes.
Given the new loads that are now experienced by the Distribution Licensees,
programs proposed and implemented through these Regulations shall include, but not
limited to, the following:

i. time-based and selective pumping (based on the cost of energy) in Lift Irrigation
Schemes, Municipal Corporations, Urban Local Bodies, drinking water schemes at
villages and cluster of villages;

ii. G2V and V2G through smart charges for all type of electric vehicles, through
appropriate protocol;

iii.  behind-the-meter battery energy storage systems in accordance with RERC BESS
Regulation;

iv.  heat pumps in residential, hospitals, hotels, industries, commercial buildings;

v. thermal energy storage systems in residential, hospitals, hotels, industries,
commercial buildings;

vi.  efficient refrigeration/cold storage programmes;

vii.  replacement of old/inefficient appliances with efficient appliances at consumer
premises;
viii.  behavioural changes in the end-uses facilitated through awareness

programmes that do not need any specific investments as well as tariff intervention
like TOU tariff.



iX.  Monitoring of Harmonic levels in the grid.
X.  Centralised procurement of demand flexibility from the aggregators

xi.  Shifting the agricultural load to solar or wind hours. Also, levering Solar-agriculture
or the PM-KUSUM scheme.

xii. ~ Consumers participating in utility-led aggregation models, such as Virtual and
Group Net-metering, can be incentivized to participate in demand flexibility.

xiii. ~ Vehicle to Grid supply as also incorporated in RERC BESS Regulations.

xiv.  Integration of advanced business models such as Cooling-as-a-Service (CaaS) and
integrated Building Management Systems (BMS);

Provided further that programme with fossil-fuel-based Diesel Generators (DGs) are not
ineligible to participate as demand flexibility or DSM resources under these Regulations.

Discom shall plan, design and implement demand response programmes with the
objective of reducing peak demand. Discom shall define participation criteria, baseline
methodologies, event triggers and incentive or penalty mechanisms and ensure transparent
measurement, verification and settlement of demand response performance.

Consumers participating in demand response programmes shall comply with programme
guidelines, respond to demand response events by reducing or shifting load as committed
and allow access to required metering or control infrastructure. Participation shall be
voluntary unless otherwise mandated by the Commission, and all programmes shall be
implemented in a non-discriminatory manner with safeguards to protect consumer
interests and data privacy. Distribution licensee shall ensure the consumer's right to switch
between aggregators at no cost, to prevent proprietary vendor lock-in.

In addition to the above, specific energy conservation initiatives at the consumers’
premises, including domestic consumers, agricultural sector etc., shall be included in the
portfolio and shall be funded through the DF/DSM portfolio Capex. The said programs
can be implemented by the licensees directly or through the Aggregators appointed by
them following due procurement processes as the costs incurred towards the appointment
of Aggregators are embedded in the programme costs. Distribution Licensee shall make
necessary guidelines for registration & governance of aggregators and satisfy themselves
that the Aggregator is technically and financially competent to undertake on their behalf
the functions and discharge the obligations specified in these Regulations. Distribution
Licensee shall ensure that the Aggregators and the IVVAs are separate entities.

Distribution licensee or through aggregators (on behalf of Distribution licensee) shall
ensure consumer awareness and willful consent to participate in DF and DSM
programmes. Further, consumers shall be made aware of their withdrawal from the
programme and associated rights and processes.

Public disclosure of the DF / DSM portfolio and review documents: Distribution
Licensee shall publish following documents on their websites on an annual basis:



(i) Load Research,

(i)  Appliance use and saturation reports,

(ili) DF/DSM program portfolio and implementation action plan

(iv) Status report on DF / DSM implementation,

(v) DF/DSM portfolio evaluation, measurement and verification reports.

Provided that consumer load data shall not be shared with any third party, in compliance
with the Digital Personal Data Protection Act, 2023, without explicit, revocable consent,
except for the purpose of settlement and verification by the IVA."

4. DF/DSM funding:

4.1 Funding of all the DF / DSM portfolio programs and plans to be implemented by the
Distribution Licensees shall be included in the MYT/ARR filing. Distribution Licensees
shall be allowed to recover all costs subject to prudence check by the Commission based on
the cost- effectiveness assessment test included in Chapter 11 of these Regulations.

4.2 The Commission may direct the Distribution Licensees to adopt other complementing
DF/DSM funding approaches such as creating a pool of funds through collection of DF-
DSM Charge at a later date through tariff; if such an approach is found beneficial.
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CHAPTER I1: COST-EFFECTIVENESS ASSESSMENT TESTS

The economic-effectiveness of a portfolio is to assess the decision variables, inter alia
DF/DSM measure/program costs and impacts (both energy — kWh and demand — kVA or
KW), discount rate, life, escalation rate and avoided cost.

Criteria for Cost-effectiveness:

Distribution Licensees shall submit the results of specific Cost-effectiveness Assessment
test. Distribution Licensees shall evaluate Total Resource Cost (TRC) test as the main
hurdle test; followed by the Ratepayer-Impact Measure (RIM) test that confirms the fact
that program implementation and costs incurred would not impact the tariffs adversely. The
program screening shall be carried out using the following tests:

a) TRC as the main hurdle test: All DF/DSM programs that show positive number for
the Net Present Value (NPV) of the Benefits over the NPV of Costs should be
considered for evaluation of RIM test;

b) RIM test: DF/DSM Programs that show positive number when NPV of the Benefits
over the Costs, the programs having lower impact on the Rate payers shall be
considered for implementation.

c) Life-cycle revenue impact (LRIRIM) test: DF / DSM Programs that do not show
positive number for RIM test may be implemented if the tariff impact due to the
implementation of the DF / DSM Programs is less than Rs. 0.005/kWh or less than
0.05% of the existing tariff, whichever is higher. All the energy savings numbers
should be corrected for power shortages, if any.

Total Resources Cost test:

The main hurdle test shall be carried out by calculating Net Present Value (NPV) of Benefits
(B) and Costs (C). NPV for a DF/DSM measure/program shall be determined as the
difference between B and C.

Where,
B=NPV of measure/programme benefits discounted over a specified time period

C=NPV of measure/programme costs discounted over a specified time period If the
measure/program benefit in year “t” is “Bt”, and discounting rate is “r”, the time period for

€C_ 9

discounting is “n” years, then B can be expressed as:
n

B =Y[(Bt) (1+r)™*] (equationl)
t=1

Similarly, if the measure/programme cost in year “t” is “Ct”, and discounting rate is “r”, the
time period for discounting is “n” years, then C can be expressed as:
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n
c=Y [(Ct)/ (1+r)™](equation2)
t=1

Cost and benefit elements for the TRC test shall be determined considering
the following:

a) The cost of efficient device/equipment/appliance/technology or practice, including the
applicable taxes, duties and levies;

b) Installation, trial and  commissioning costs associated with efficient
device/equipment/appliance/practice/technology;

c) Yearly operation and maintenance costs over the life of the measure/program;

d) Old inefficient equipment removal and safe  disposal costs
(if the DSM measure/program involves replacement or retrofitting) and recovery of
salvage value of such equipment;

e) Program administration, monitoring and evaluation costs;

f)  Program marketing costs and consumer onboarding cost, including cost associated with
consumer awareness.

g) Avoided cost/benefits including avoided power procurement, avoided infrastructure
upgrades, reduced maintenance of grid infrastructure, revenue from surplus power
during peak hours etc.

Explanation:

If there are any tax credits and grants the same shall be considered as reduction in the cost.
Similarly, if there is old equipment/device / appliance / technology etc., that is being
replaced; the salvage value of this old equipment or device shall be considered as a
reduction in the cost.

Benefits of a DF/DSM program or a DF/DSM measure are the savings in the energy
(kWh) consumed and/or savings in the demand (kW).The kWh savings shall be calculated
based on the number of hours the energy efficient appliance/equipment is used and number
of days in a year the appliance/equipment is used. These savings usually occur at the point
of use and are experienced by the consumer installing a DF / DSM measure or consumer
participating in a DF / DSM program. To arrive at the avoided purchase of power by the
licensee, the participant savings at the point of use have to be suitably adjusted to account
for system transmission and distribution losses; as well as value of Grid-connected
Distributed Solar PV Systems.

Thus, if AS is savings at point of use in year “t” are ASt expressed in kWh, and if
transmission and distribution losses expressed as percentage in the same year are TLt and
DLt, respectively, the Avoided Purchase of Power in year “t” (APPt) by the licensee would
be: =ASt/[(1-TLt) x (1-DLt)].
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7.
7.1

a)

b)

f)

9)
7.2

If rate of power purchase in year “t” is Rt, then Avoided Power Purchase Cost (APPCt) in
year “t” would be: = APPt X Rt

Any reduction in “intra-state transmission charges” as a result of reduction in the
average co-incident peak demand of the licensee shall be considered a “benefit” under
this test.

While calculating energy and demand savings as benefits, year-on-year escalation rate of 5%
should be considered. Tests should consider a discount rate equal to Weighted Average
Cost of Capital (WACC).

Both benefits and costs shall be calculated over the “Life” of the technology being
deployed. Distribution Licensee shall use the “warrantied” life of the retrofit by the
technology provider as it is important to ensure that the savings considered are realized
over the life-span of the equipment/appliances.

Rate payer Impact Measure test:
Cost elements mentioned below shall be considered for evaluation:

The cost of efficient device/equipment/appliance/ technology or practice, including the
applicable taxes, duties, levies, etc., paid for by the licensee or to the extent paid for by
the licensee;

Installation, trial and commissioning costs associated with  efficient
device/equipment/appliance/practice/technology paid for by the licensee or to the extent
paid for by the licensee;

Yearly operation and maintenance costs over the life of the measure/programme paid for
by the licensee or to the extent paid for by the licensee;

Old inefficient equipment removal and safe disposal costs (if the DSM program involves
replacement or retrofitting) paid for by the licensee or to the extent paid for by the
licensee;

Program administration, monitoring and evaluation costs paid for by the licensee or to
the extent paid for by the licensee;

Program marketing costs, including incentives, if any, paid for by the licensee or to the
extent paid for by the licensee;

Decrease in licensee revenues due to the DSM programme;
Benefits of the DSM program shall be calculated as “Avoided Cost of Power Purchase”.
If savings due to a DSM program/measure at point of use in year “t” are ASt and if

transmission and distribution losses in the same year are TLt and DLt, expressed as a

percentage respectively, the Avoided purchase of power in year “t” (APPt) by the licensee
would be:

=ASY[(1-TL)x(1-DL1)]
13



7.3

7.4

7.5
7.6

8.2

8.3

If rate of power purchase in year “t” is Rt, then avoided power purchase cost
(APPCt) in year “t” would be: = APPt X Rt

Any reduction in “intra-state transmission charges”, as a result of reduction in the average
co-incident peak demand of the licensee shall be considered as a “benefit” under this test;

While calculating energy and demand savings as benefits, year-on-year escalation rate of
5% should be considered:;

Note: Tests should consider a discount rate of WACC.
Both benefits and costs shall be calculated over the “Life” of the technology;

Distribution Licensee shall use the “warrantied” life of the retrofit by the technology
provider, as it is important to ensure that the savings considered are realized over the life-
span of the equipment/appliance.

Life-cycle Revenue Impact — RIM test:

LRIRIM test shall be conducted using same data used for calculating the RIM test
described in Regulation 7 of these regulations.

Difference between NPV of Cost and NPV of Benefits shall be divided with total utility
kWh sales to determine the rate impact on the non-participants.

Distribution Licensees shall also submit results of two more test — Participants Cost Test
(PCT) and Societal Cost Test (SCT); though these may aid to understand the impact on
participant and society and decision making. Methods for carrying out the PCT and SCT
are provided in Annexure 2 to these Regulations.

Values of key inputs used in the tests:

The default input values to be considered by all Distribution Licensees in the State, shall be
as follows:

(a) Avoided cost of power purchase for TRC, RIM and PCT-Weighted Average of
Highest Marginal Cost of Power Purchase related to top 10% of energy use stack for
the previous financial year.

(b) Avoided cost of power purchase for SCT will be the prevalent ceiling rate for Day
ahead market set by CERC, revised from time to time as valid at the time of
submission of the DF/DSM portfolio.

The Commission may, by order, revise the above values annually, if necessary.

14



10.
10.1

a)

b)

10.2

11.

12.

CHAPTER I11: EVALUATION, MEASUREMENT AND VERIFICATION
DSM Evaluation, Measurement & Verification Guiding Principles
Three basic types of evaluations covered under these Regulations include:

Impact evaluation: that determines the impacts (e.g., energy and demand savings) and
co-benefits (e.g., avoided emissions, health benefits, job creation, energy security,
transmission/distribution benefits and water savings) that directly result from a program.
Impact evaluations support cost-effectiveness analysis aimed at identifying relative
program costs and benefits.

Process evaluation that assesses program delivery, from design to implementation, in
order to identify bottlenecks, efficiencies, constraints and potential improvements.
Timelines in identifying opportunities for improvement is essential.

Market effects evaluation that estimates a program’s influence on encouraging future
DF/DSM projects because of changes in the energy marketplace.

Entire Evaluation, Measurement & Verification (EMV) process for all the demand
flexibility and demand side management projects and programs shall be managed in a
transparent manner using online and real-time assessment tools wherever feasible. The
Distribution Licensees shall empanel Independent Verification Agencies (IVAs), who
are either individuals or organizations with expertise defined under these Regulations.
The Commission may choose to have an IVA to evaluate the programs directly as well
on a case-to-case basis if it chooses to do so.

Impact Evaluation:

The impact evaluation expressed as gross energy/demand savings and the demand
flexibility created shall be determined by comparing energy use and demand after a DF/
DSM program is implemented (i.e. the reporting period) with the energy use and demand if
the program has not been implemented (i.e. the baseline). The estimated savings shall be
determined by the following equation:

Estimated savings = (baseline use) — (reporting period use) + (appropriate
adjustments)

The impact evaluation shall primarily be carried out using either of the three approaches:
a) Measurement & verification approach;
b) Deemed savings approach; and
c) Large-scale data analysis.

Measurement & verification approach:

Four generic measurement & verification methodologies A, B, C and D described in the

International Performance Measurement & Verification Protocol (IPMVP) may be
15



13.

used to estimate the savings comparing baseline use and reporting period use with
appropriate adjustments thereto. The distribution licensee should propose the evaluation
process that complies with the IPMVP guidelines at the approval stage of the new
demand side management programs. If the distribution licensees wish to propose any
other suitable methodologies, the portfolio and programs should include those explicitly
with justifications thereto. Annexure - 3 shows the general description of the four
measurement & verification methodologies as per IPMVP.

Deemed savings approach:

13.1 Deemed savings (also referred to as “stipulated” savings) shall be reported on the

basis of historical savings values of typical DSM projects. Sources of deemed savings
values must be documented in the evaluation plan.

13.2 The deemed savings determined for a sample of projects shall be applied to all the

14.

15.

16.

projects in the DSM program to estimate the program-level savings. The deemed
savings approach shall be recommended by the distribution licensee for DSM programs
that are repeated and have fixed operating conditions (e.g. operating hours) and well-
substantiated savings values (e.g. energy consumption patterns). Distribution licensees
shall propose this approach when well documented and systematically validated sources,
such as historical evaluations, are available for certain types of technologies.

Large-scale data analysis:

In case of established homogeneous energy use patterns and implementation of programs
in such categories, the savings evaluation can be carried out using time- series comparisons
of energy use before and after the implementation of demand side management programs.
The other approach shall include comparison of energy use of participants and non-
participants.

Process evaluation:

Distribution licensees shall also include robust process evaluations to improve the
programme design and cost-effectiveness of the proposed measures. Process evaluations
shall be structured in order to examine the efficiency and effectiveness of DF/DSM
programme implementation procedures and system.

Market Effect Evaluation:

The EMV shall also assess Market effects as a result of the specific DF / DSM
programmes. This evaluation shall include:

a) Assessment of additional DF / DSM programs implemented by the participants without
the support from distribution licensee.

b) Additional entities implementing the technical interventions promoted through the
distribution licensee’s DSM programs.

16



17.

18.

c) Assessment of pricing, changes in pre-dominant efficiencies and availability of efficient
products in the market.

Empanelment of Independent Verification Agencies:

Distribution Licensees shall empanel Independent Verification Agencies (IVAS). The IVAs
shall be selected based on the following criteria:

a) IVAs should be individual consultants,  consultancy  organizations,
academic/research institutions, civil society organisations and/or consortia thereof;

b) IVAs should have at least one BEE Certified Energy Auditor or Certified Energy Manager;
or a Certified Measurement & Verification Professional (CMVP) certified by any national
or international certification agency on their team in case of consultancy
organizations/consortia thereof; and

c) Shall possess experience in design, implementation, review, measurement,
verification and statistical analysis related to large datasets.

d) The IVAs appointed for specific projects should not have been involved in
DF/DSM program design, implementation, review, and any related activity.

EMV report formats:
The EMV reports submitted by the IVAs shall include atleast the following:
a) DF/DSM portfolio/programme description,
b) description of the proposed impact,
c) process and market evaluation methodologies,
d) description of measurement instruments,
e) sampling process,
f)  reporting period,
g) baseline period,
h) metering/measurement accuracies,
1) statistical analyses carried,
J)  list of assumptions,

k) survey instruments used and annexes including the key raw data, list of respondents
with their contact details, and credentials of IVAs.

17



19.

20.

21.

22,

CHAPTER IV: MISCELLANEOUS
Powers to remove difficulties:

If any difficulty arises in giving effect to any of the provisions of these Regulations, the
Commission may by order, take suitable action, not being in consistent with the Act which
appears to the Commission to be necessary or expedient for the purpose of removing
difficulties.

Savings:

Notwithstanding, anything done or any action taken or purported to have been done or
taken, including any procedure, minutes, reports, confirmation or declaration of any
action related to Demand Flexibility (DF)/Demand Side Management (DSM) prior to the
commencement of these Regulations, shall be deemed to have been done or taken under

the relevant provisions of these regulations.

Orders and Practice Directions:

Subject to the provisions of the Act, the Commission may from time-to-time issue orders
and directions with regard to the implementation of these Regulations.

Power to Amend:

The Commission may, at any time, vary, alter, modify or amend any provisions of these
Regulations.

By the Order of the Commission,

Secretary

18



Annexure 1: Format of DF/DSM program portfolio and implementation action plan
(Model format)(Distribution Licensee may incorporate information as may be required)

DF/DSM Detailed Project Report (DPR) to be submitted by the Distribution Licensees for
the approval of the Commission shall be required to include the following (for MYT/ARR
proposal):

PROJECT DATA FORMAT:

Name of the LICeNSEE: «iuviiiiiiiiiiiiiiiiiiieieieieieininennnen Zone/ Circle /Division
/Location :...... [eeuees [eeee. [eveenn.

Name/Description of the DF/DSM WorK:....cccceveieiiiiaieecnrennnnns Estimated Cost:
Proposed Date of Commencement:...........c.ccceuvurnnnn. Targeted Date of
Completion:......cccocevvineiennnes

BRIEF DESCRIPTION OF THE WORK
New Proposals shall include:

a. overview of the Plan,

b. the DF / DSM target for the Plan period,;

c. total funding envisaged for the MYT/ARR period with a break up of funds for
programmes and funds for administration and management of DF / DSM effort by the
licensee, listing and brief description of the DF / DSM programs proposed to be
implemented for meeting the DF / DSM targets set by the Commission;

d. Plan level and individual DF / DSM program level cost effectiveness, including impact
on consumer tariffs;

e. qualitative and/or quantitative contribution of the Plan;
f. year wise break up of achievement of targets and funds requirement;

Briefly record the reasons (circumstances necessitating) for taking up the Work in
comparison with following (if applicable):

a. achievements of the past multi-year plan as against the targets;
b. the reasons and explanations if the targets set have not been achieved;
c. fund usage;

d. Justification on the major constraints faced in the implementation of various
programmes;

e. suggestions /facts to be considered for future implementation

Characteristics to be considered for proposal:



h)

Present time series (past 5 years) information about power situation in general, including
demand met, load shedding, if any;

the consumer base of the licensee — total number of consumers, consumers by rate
category;

Total consumption and break-up of the same by consumer and rate category;

Source wise energy purchase and the average rate of purchase of power; Load duration
curve, peak load by season, typical average daily, seasonal and weekly load curves;

Forecast of demand, energy requirement, sales and revenue requirement over the next
five years (Plan period), including elaboration of methodology used, data used, statement
of underlying assumptions used and basis for the assumptions, sensitivity analysis
carried out and changes in assumptions and other conditions assumed for carrying out
sensitivity analysis.

Primary/Major objective or the purpose intended to be achieved in terms of
quantifying the results intended (Ex: reducing the peak load of ....
MVA/kVA (in comparison with targets approved by the Commission if applicable)

Action Plan for achievement of primary objective:
i To be achieved in full on commissioning

ii. To be achieved in phases of 1st Year...... %,

DF / DSM Plan targets and the resource availability estimates: Details on the
proposed DSM targets and the resource requirements for meeting the targets.

List other intended objectives, if any to be achieved and the time planned for
achievement of targets such as identification of sectors, segments and end-uses:
Details on the sectors such as domestic, commercial, industrial, agriculture, segments
such as consumer category, such as — offices, hospitals, hotels, malls, banks, industrial
cluster - industrial estate, geographical area, street lighting, gram panchayat water supply
systems, specific feeders, etc. and end-uses (lighting, pumping, heating, space cooling,
air-conditioning, etc.) target for be the achievement and justification for choosing these
sectors, segments and end-uses.



iv.

Name of the Objectives Targeted time of achievement

j) Identification of DF / DSM measures/technology options / portfolio plans to achieve
DSM targets:

Detailed process (including justification) to be used for identification of DSM
measures and technologies (within the identified sectors, segments and end-uses) that
are intended to achieve the targets.

k) Details of financing plan for the project to be undertaken, if any. Else provide the
sources from which the funds were diverted

I) Planning of Expenditure:
Year L'RS. ceceeieiniennnnnnn. Year 2.RS. cocvviineiennnnnn. Year 3:RS. cceeveiiiniennnnnne

a. Provide the list of alternatives considered. If the alternatives are
provided, mention the basis on which the proposed scheme is finalised.

Individual Program Description: For each of the DSM program included in the final
identified portfolio of DSM programs, provide information highlighted at the end of this
Annexure.

Annual and cumulative achievements : Details of annual contribution that will come forth
from various DSM programs in the final identified portfolio (to ensure that the Plan
cumulative targets are met).



Vi.

Vii.

viil.

DF/DSM Plan EMV: Details on the EMV Plan for the DSM Plan as per the Chapter 111 of
these regulations.

DF/DSM Plan monitoring and reporting: Details on the monitoring and reporting Plan
(frequency, minimum content, format, indicators and means of verification chosen).

Implementation Plan: Details on the schedule of implementation of different elements of the
programs, portfolio and plan; also qualifying the same with submission of activity charts.

Note:

The cost effectiveness shall be calculated as per tests indicated in Chapter Il of these
Regulations

To be submitted in APR:
Elements of Detailed Project Report (DPR) Document:

This shall be a reference document for the licensee and all stakeholders. This shall have
information on the consumer segments along with identified DSM measures to be
implemented and have information on incentives achieved and features of consumer/vendor
interface, delivery options, institutional relationships, detailed program implementation plan
with time lines and implementation responsibilities. The APR shall include the following
elements.

1. Program description:

a. Description of DSM measures and technologies, the program is intending to
implement, relevant pricing, quality assurance and replacement/guarantee policy as
per prevailing Regulations.

b. Consumer segments the program is targeting, including eligibility criteria to be used
for identification of potential consumers within the identified target segment.

c. Other stakeholders (financiers, energy services companies, equipment vendors,
consultants, energy auditors, trade associations, groups of persons, NGOs, academic
institutions, government organisations) involved in the implementation process,
description of their roles and responsibilities and manner of participation.

d. Barriers the program is addressing.

e. Strategy the program proposes to use, including proposed incentives, if any, strategies
to motivate consumers and other stakeholders to participate in the program,
description of payment and collection mechanism and equipment/appliance/service
delivery mechanism.

f.  Description of program management and implementation arrangements, including
description of institutional relationships and internal programme tracking systems
followed by the licensees.

2. EMV, Monitoring &Reporting:



This shall include EMV and monitoring and reporting plans:

Description of baseline calculation and description of monitoring and verification
methodology.

Description of DSM program monitoring, review and impact (in terms of program
participation, in terms of increases in penetration level of efficient devices and
technologies, and in terms of load reduction/energy savings) analysis
system/mechanism.

Details of Implementation schedule as per actuals v/s target:

Annual and cumulative savings due to the program with all the assumptions used
in savings estimation process, including base line considered.

Annual program funding requirements: This shall include description of financing
arrangement and share of distribution licensee, vendors, consumers, retailers,
State government, Central government, etc.

Cost effectiveness calculation details, including program costs and benefits,
impact on consumer tariffs, with explicit description of all the input values
considered and cost effectiveness calculations.

Dispute Resolution Mechanism: Appropriate mechanism to be followed for
resolution of disputes arising during program implementation stage.



1.1

1.2

Annexure 2: Methods to carry out the PCT and SCT
Participants Cost Test (PCT)

This test provides a measure of the quantifiable benefits and costs to an “average” consumer
for participating in a DSM program. Since many consumers do not base their decision to
participate in a DSM program entirely on quantifiable variables (many times consumers
decision to buy an appliance/device/equipment are based on factors such as discount offered,
features, brand value, initial cost, etc.), this test may not fully represent the benefits and costs
of a program to a consumer.

Costs

In its simplest form, the costs in this test are the program costs paid by the participant. In
addition, any increase in electricity bill of the participant as a result of the DSM program is
also to be considered as costs under this test. Thus the “Cost” elements usually associated
with this test are:

a) The cost of efficient device/equipment/appliance/technology or practice, including the
applicable taxes, duties, levies, etc. paid for or to the extent paid for by the participant;

b) Installation, trial and commissioning costs associated with efficient device/equipment/
appliance/practice/technology paid or to the extent paid by the participant;

c) Annual operation and maintenance costs over the life of the measure/program paid for or
to the extent paid for by the participant;

d) Old inefficient equipment removal costs (if the DSM measure/program involves
replacement or retrofitting) paid for or to the extent paid for by the participant;

e) Program administration, monitoring and evaluation costs paid for or to the extent paid for
by the participant;

f) Program marketing costs, including incentives, if any, paid or to the extent paid for by the
participant;

g) Increase in participant electricity bill due to the DSM program.

h) If there is old equipment/device/appliance/technology etc. that is being replaced; the
salvage value of this old equipment or device is considered as a reduction in the cost.

Similarly, if there is tax credit or incentive offered to the consumer the same can be treated as
reduction in cost. Conventionally, the same will be treated as benefits accruing to the
participant as a result of DSM program under PCT.

Benefits

Benefits under this test are the reduction in consumer’s electricity bills, tax credit received
by the consumer, and incentives received by the consumer.



1.3

2.1

2.2

2.3

2.4

Test Results

The NPV will be used as the primary evaluation criterion. An NPV value of zero or above
will indicate that PCT test has been passed. It would also mean that the DSM programme is
beneficial for an “average” participating consumer. On the other hand, a NPV value of less
than zero will indicate that the DSM measure/programme being evaluated for PCT has failed
the PCT, i.e. participation in a DSM programme is not beneficial for the consumer.

Tax credits and incentives appear on the benefit side of the NPV equation under this test.
Thus, the benefit side of the DSM program can be boosted by offering incentives or tax
credits. For DSM programs that show negative NPV values, the PCT test can help identify
the threshold level of tax credit/incentive that would need to be offered to make the DSM
program beneficial from participant perspective. Such threshold value will be the tax
credit/incentive values for which NPV is zero.

Sensitivity analysis with respect to various assumptions should also be conducted in order to
understand the level of influence of each assumption on the NPV value.

Societal Cost Test (SCT)

The Societal Cost Test is structurally similar to the Total Resource Cost Test. However,
since the SCT goes beyond the TRC test in that it attempts to quantify the change in the total
resource costs to society as a whole rather than to only the service territory (the licensee and
its consumers), it would be necessary to consider different values for some of the input
variables such as power purchase rate, discount rate, etc. More specifically, the Societal Test
differs from the TRC Test in the following ways:

The value of power purchase rate will need to be the “social cost of power” which could be
considered as the consumers’ willingness to pay for power or the price the consumers are
willing to pay for power. In the Indian context, ceiling rate for Day Ahead market set by the
CERC can be used as a proxy for consumers’ willingness to pay for power, and thus the
social cost of power can be taken as per Regulation 8 of these Regulations.

Since taxes, duties, levies, tax credits etc. are treated as a transfer payment in the Societal
Test, they should be excluded from the calculations.

The value of the discounting rate under SCT should be the societal discount rate. In the
context of DSM programmes, the licensees could use the societal discounting rate as per
Regulation 8 of these Regulations.

Certain indirect benefits such as reduction in greenhouse gases that takes place as an effect
of implementing a DSM measure should be considered while calculating SCT.



Annexure 3: IPMVP Measurement & Verification methodologies and recommended
selection process.

The four IPMVP Options provide a flexible set of methods (Options A, B, C, and D) for
evaluating energy savings in facilities with varying levels of savings certainty and cost. A brief
description of each Option is provided here:

Option A involves using a combination of both stipulations and measurements of the key
factors needed to calculate savings in engineering models.

Options B and C involve using spot, short-term, or continuous measurements in engineering
models (Option B) or regression analyses (Option C).

Option D may include spot, short-term, or continuous measurements to calibrate computer
simulation models.

A particular option is chosen based on various features of each project. One criterion that works
across all of the approaches is IVA’s experience and expertise.



