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¥

Introduction . Q

The Transmission/and Distribution knsees in the State of Andhra Pradesh
undertake substantial procurementﬁ :n;\ﬂerials, equipment, works and services
involving significant capital a .c’)}gfrational expenditure, the cost of which
ultimately forms part of the c::cn}er tariff. While the Licensees are presently
governed by /various, int€érnal ‘hh@rucial controls, Board-approved procurement
procedures, audit ‘mechanis : wihe .Uniform Procurement Guidelines issued by the
Government of Andhra /E;aﬂgx and the Guidelines on Investment Approval, 2006
issued/by the Commisé‘ﬁ@ the Commission observed that no comprehensive and
uniform regulatory framework existed to govern procurement, investment approval

arid ‘expenditure control across all Licensees.

The Commission therefore considered it necessary to establish a comprehensive

(1]
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regulatory framework to ensure transparency, competition, standardisation and
prudence in procurement and investment activities; promote uniform technical
specifications, benchmark costs and procurement practices; prevent restrictive
tender conditions, preferential procurement practices, cartelisation, collusive
bidding, artificial splitting of procurement and avoidable cost escalation; and
ensure that only expenditure prudently incurred, competitively/procured, and
compliant with the approved procurement framework is/ ‘@ensidered’ for

capitalisation and recovery through tariff.

Accordingly, the Andhra Pradesh Electricity Regulatory Commissien (hereinafter
referred to as "the Commission") issued the Draft Andhra PBradesh El€kttricity
Regulatory Commission (Procurement, Investment and Cost Conttel) R¢gulations,
2026 along with a Pdablic'Netice dated 22.05.2026, inviting commentsgsuggestions
and objections from all, stakeholders. In response toWthe Pu?lg‘\‘&tice, the
Commissiofi’ re€eivedicomments, *suggestions and, objection, frem the three
Distribution ALicensees, viz APSPDCL, APCPDCL and APE?NL. After careful
examinationyof the suggestions as detailéd in the Order '/’ad 31-07-2026, in
exercise @fythe“powers ‘conferred' inder Section, 181 of eielz:tricity Act, 2003,
read with Sections 61(c) and (d), 62, 86(1)(K) theregf, anm other powers enabling

it in this behalf, the . Cemmission herebyissues the/;e ion, as below:

CHAPTE.R-I k)

PRELIMINAI{?‘m

1%
1. Short Title, Commencement and A@!ability
L4

1.1. This Regulation jshall be called thg;}ndhra Pradesh Electricity Regulatory
»
Commission (Proeurement,/In t‘r.nTe};t and Cost Control) Regulations, 2026.

L4
1.2. This Regulation shall exte tc:\he whole of the State of Andhra Pradesh.

1.3. This Regulation shall comé‘i?to force from the date of its publication in the
Andhra*‘Rradesh Gazette\ :

,\

1.4. This__Regulation §h&, apply to the Transmission Licensees and all
DistriQution Licef&sgﬁé?’operating in the State of Andhra Pradesh, in respect
of eapital investment, procurement of materials, execution of works, and
related expenditure, to the extent such expenditure is considered in tariff

determination.
1.5. This Regulation shall apply to:
(a) Transmission schemes above Rs. 20 Crores; and

(b) Distribution schemes above Rs. 5 Crores.
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2.

2.1.

CHAPTER-II

DEFINITIONS

Definitions

In this Regulation, unless the context otherwise requires:

a)

b)

d)

g)

j)

“Act” means the Electricity Act, 2003, as amended from timé to time;

“Approved Investment Scheme” means a capital investmentyscheme
approved by the Commission under this Regulation, including approved

scope, cost, timelines and phasing;
;’”’ $
“Benchmark Cost” means the benchmark or reference cost dete,rrhi-rfed

or recogmised{ byathe Commission for materials, equipmeént, Ms or
projects based, on' market data, competitive bidding comes,

comparable utilities or historical trends; S‘Z}‘

L

“Capital Expenditure” or “Capex” means expenditure urred for the
creation,/ acquisition / augmentatioh, replacemeént anrovement of
fixed assets; N

A

“Commission” gmeans the fAndhra Prades ’bfectrlmty Regulatory

Commission; Vo

“Detailed Project Report” or “DPR” mear&'gproject report containing
technical, financial, economic and hnpél;jgntation details of a proposed

investment scheme; W

£ 4
“Distribution Licensee” and “Tra’h;mission Licensee” shall have the

meanings assigned to them L‘K e Act;
“E-Procurement” ‘means p ement undertaken through electronic

tendering platforms ensu};%g ransparency, competition and traceability;

“Licensee” ‘means the Xsmlssmn Licensee or Distribution Licensee,

as the case'may be; \’\

‘Material Spe@;?ﬁon” means technical and quality specifications

relating to materiai'é, equipment or systems;

“Operational Expenditure” or “Opex” means recurring expenditure
towards operation and maintenance of existing assets excluding capital

expenditure;
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1) “Prudence Check” means scrutiny undertaken by the Commission to
assess the necessity, efficiency, competitiveness, reasonableness and

compliance of expenditure for tariff determination;

m) “Schedule of Rates” or “SoR” means the schedule of standardis
for materials, labour and works adopted by the Licensee

approved by the Commission;

n) “Standard Bidding Document” or “SBD” means the stand

document approved by the Commission for procurement of materials,
works or services;
o) “Standard Technical Specification” means technigal g(-)gl{ards,

uirements, testing protocols and quality™” criteria

means a \lifecycle cda{lged approach

pact of Capex ]_:Sqer the useful life

2.2. de t /\egulation and defined
Comimisst hall have the meanings

2.3. , guideline or standard shall include

fr e to time.
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3.

3.1,

4.

4.1.

4.2.

Guiding Principles

CHAPTER-III

OBJECTIVES AND GUIDING PRINCIPLES

Objectives

The objectives of this Regulation are:

a) to ensure prudent, necessary, efficient and cost-effectiveé investm vV

Licensees;

b) to promote standardisation in planning,

execution of works;

t opti ion and regulatory

/‘\

sparency,@d value for money in
O
Emg@ad executed in accordance with

anual on Transmission Planning

ugh c

All investments shall be
the Central Electrici
Criteria or Electricity Distributio ﬁwork Planning Criteria, as amended
from time to timey as applig ab%r accordance with the criteria approved

L N
ent and nveQ\’ent decisions shall be guided by the principles

fajr&s,
assurance, a ountabi@{ and
&

N

competition, economy, efficiency, quality

the protection of consumer interests.
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5.2.

5.3.

5.4.

3.5.

5:6.

CHAPTER-1IV
PROCUREMENT GOVERNANCE FRAMEWORK
Procurement Framework

The Licensee shall comply with the Investment Approval G

such Practice Directions, Standard Documents, Technic s,
Benchmark Costs, Manuals or Procedures as may by the
Commission from time to time.

Every Licensee shall, within three months from the co ent of this

Regulation, submit for approval:

en @% shall require the

procurement manuals,

standard specifications, and

Procurement shall be ce with approved investment
work.

th ﬂ‘tyapphcable policies, financial rules,
c idelines, and administrative directions,
et Guidelines, wherever applicable, issued
dhra“Rradesh from time to time. The Licensee shall
b%uidelines, circulars and advisories issued by
(f‘@m sion (CVC), Government of India, relating to

nder transparency.
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6.

6.1.

6.2.

6.3.

6.4.

6.5.

6.6.

6.7.

6.8.

CHAPTER-V
TENDERING AND COMPETITION PRINCIPLES
Procurement Principles

Procurement shall be undertaken through transparent, gempetitivey

non-discriminatory and e-procurement-based processes.

Procurement shall ordinarily be through open competitive’ bidding using a
two-part bid system comprising technical and financial bids.

Tender conditions shall be designed to encourage adequate competition and

wider participation. 94

Technical gspecifications, qualification criteria, turnover req&u;einents,
experience conditions and tender terms /shall be object@’ generic,
non-restrictivesand noen-diseriminatory and shall not faVO;Lll' g‘c%exclude any
bidder, manufacturer, supplier, contractofyteechnology or@ except where
technically jastified and pecorded in writing. m

Procurement threughé nomination, proprietary, pum’m;‘\eg,fsingle tender or
limited“tender shalldbe resorted t0 only under exceb@pnal circumstances for
reasons recorded{in writing and shall' be sukyfc@regulatory scrutiny. The
procurement undertaken undes exceptional @nstances for restoration of
electricity supply, maintenance ofigystem reliability, public safety, disaster
management, compliance Wwith statuto&ﬁ:ections or other unforeseen
system contingencies shall be,subject fo c%rding of reasons in writing, the

L
applicable internal approval procgdﬂ.pes of the Licensee, and post-facto

regulatory scrutiny by the Com 1&*

Artificial splitting or frag eﬁ&%n of procurement to avoid competition,
approval thresholds, delega uthority limits, or regulatory scrutiny shall
constitute a wiolation of "shis Regulation. The bona fide segregation of
procurement,_ or exec@ of works undertaken for valid technical,
geographical, o;/;sfa% al, administrative or project implementation

requirements shall#idt be construed as artificial splitting.

“~/

The Licensee shall establish safeguards against cartelisation, collusive
bidding, bid rigging, fraud, corruption, coercive practices and conflict of

interest in procurement processes.

Officers associated with procurement, evaluation, and contract

administration shall disclose any conflicts of interest.
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7.1.

7.2.

o3

7.4.

CHAPTER-VI
STANDARDISATION AND BENCHMARKING

Standardisation and Benchmarking

Procurement shall be guided by principles of standardisation, mar

pricing, lifecycle cost optimisation, quality assurance an f
ownership.

The Licensee shall procure materials and equipment only in accordance with

Commission-approved specifications and standards.

te%dical

, Go ment

m@disauow

e Co%&saion shall
*
\m’ﬁgerial deviation

al cost data, or
i /gans recorded in

Cz@isaion shall seek the

Licensee. Where the
explanation fu ) tif:?ory, or the Licensee fails to

lated time, the Commission

The Commission may benchmark procure

specifications, roject costs against comparable uti

furnish the required informati

determine the prudence and

§w this Regulation.
"‘\9 t data, including material prices,

for the ensuing year, before 31st

may proceed with b

the Commission.
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CHAPTER-VII
CONTRACT AND INVENTORY MANAGEMENT
8. Contract Management

8.1. The Licensee shall ensure effective contract manageme includi

monitoring of delivery schedules, quality assurance, testi ce

obligations and enforcement of contractual terms.

8.2. The Licensee shall establish vendor registration, evaluation and performance

monitoring systems.

9. Inventory Management @

irement

repare annual procurement and m rir;l&q&lrement
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CHAPTER-VIII

TRANSPARENCY, DISCLOSURE AND AUDIT

10. Transparency and Disclosure
10.1. The Licensee shall publish on its website:
a) tender notices; &

b) corrigenda;
<
C) &

informiﬁ'on Es may @:ected by the
tra@ proc%ent except where

c) pre-bid clarifications;

d) approved technical specifications;

10.2.

11. O
11.1. ised res@ves may conduct an audit,

u t, investment and execution activities.

11.2. The Licensee shall mai auditable procurement records,

including tender d ids, uations, approvals, contracts and

1 egt§®endent technical, financial, quality or

tl?lm-party agencies wherever necessary.

payment records

11.3. The Commissio

procurement audits throu
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12.

12.1.

12.2.

12.3:

12.4.

13.

131

13.2.

13.3.

CHAPTER-IX
PRUDENCE CHECK, ACCOUNTABILITY AND ENFORCEMENT
Prudence Check and Cost Control

The Commission may disallow wholly or partly any expenditare/ found
imprudent, excessive, avoidable, non-competitive, improperly procuredyor
incurred in violation of this Regulation. Before disallowing/anyjexpenditure,
the Commission shall seek the relevant information and justificationffom the
Licensee. If the Licensee fails to furnish the requirédsinformation or
justification, or if the explanation provided is found to be wunsatisfactory, the
Commission may, for reasons to be recorded/in writing, disa]’l’t)\y such
expendituré in aeccordance with this Regulation. The Licensee y furnish
further jastifiéatiompin subsequent tariff procgedingsies ﬁlings,\w\" h shall be

§/

considered by the,Commissionin accordance with law. O

Only assets cteated under approved investment scheme\dga in accordance
with thewapproved procutement framework and speciﬁcé&grs shall be eligible
for capitalisation and tariff gonsideration. r\r/\'

Any cost overrun of delay shall be subject to pm@t scrutiny and supported
”~

by proper justification.

Expenditure incurred in deviation frem apgroved procedures or Commission

directions shall be liablefor disallowance i  tariff.

Accountability of Licensee . Q

The Board of Directors of theﬁ ch%(lsee shall be responsible for ensuring
compliance with this Regulatiop\

Violation of /this Regulation'?@constitute regulatory non-compliance and

may attract appropriate actionyincluding disallowance of expenditure.

The Licensee, shall prov-iéye\for the debarment or blacklisting of suppliers in

/A

cases of fraud, misrep,sf ntation, poor performance, or breach of contract, in
accordance with ‘twehsparent procedures, and such information shall be

published on its websites.



12 ANDHRA PRADESH GAZETTE EXTRAORDINARY [Part-11
CHAPTER-X
MISCELLANEOUS

14. Power to Issue Directions
The Commission may issue orders, practice directions, procedures, formats;
manuals or guidelines for the implementation of this Regulationt

15. Power to Relax
The Commission may, for reasons recorded in writing and after giving an
opportunity of hearing to affected parties, relax any provision of this
Regulation. 'g"’ )

16. Power to Amend ‘\.-/
The Comimission may amend, vary, alter, meodify ‘orprepeal a@ovmlon of
this Régulationftem time,to time.

17. Power to6 Remove Difficulties r}r
If any difficulty ‘arises in giving effect/tonthis Regulatic N Commission may
issue appropriate orders not inconsistent with/the ,@y@ this Regulation for
the removal'efisuch difficulty. ”\3

~ o
(By Orderof the Commission)
Place: Kurnool &., o P.KRISHNA
Date : 31/07/2026 w Commission Secretary ;.
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