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PETROLEUM AND NATURAL GAS REGULATORY BOARD
NOTIFICATION

_ New Delhi, the 19th March,-2008:- ...

. G.8.R. 196(E).—In exercise of the powers conferred by Section 61 of the Petroleum
and Natural Gas Regulatory Board Act, 2006 (1 9 of 2006) the Petroleum and Natural Gas
Regulatory Board hereby makes the foIlowung regulatlons namely :—

1. Short‘ti:_tle'a'nd' commencement.

(1) These regulations may be called the Petroleum and Natural Gas Regulatory
"' Board (Authorizing Entities to Lay ‘Build, Operate oF Expand Clty or Local
Natural Gas Distribution Networks) Regulatioris, 2608,

(2) - They shall come into force on the date of their pubhcatlon in the Official

2. Definitions.

(1) _l_n_ these regu._l_ation;, unl_ess the context otherwise requires;-. - .. -
(8) “Act” 'r'nea_a_hs.; the Petroleum and .N.aturél Gas Reg ulatory Board. Act,
2006;

(b) appolnted day means the date of October 1 2007 when the Central
Government notlf ed the establlshment of the Petroleum and Natural

Gas Regulatory Board;

(c) “athorized area” means the specmed geographlcal area for a C|ty or
“local natural gas distribution nietwork (heremafter teferred fo as CGD
network) authorized under these’ regulatlons for laylng, ﬁulldlng,
operating or expanding the CGD network which may comprise of the
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following categories, either individually or in any combination thereof,
depending upon the criteria of economic viability and contiguity as
stated in Schedule A, namely:-

(i} geographic area, in its entirety or in part thereof, within a
municipal corporation or municipality, any other urban area
notified by the Central or the State Government, village, block,

tehsil. sub-division or district or any combination thereof; and

() any other area contiguous to the geographical area mentioned

in sub-clause (i}

(d) "Board” means the Petroleum and Natural Gas Regulatory Board

established under sub-section (1) of section 3 of the Act;

(e) “City Gate Station” (hereinafter referred as CGS) means the point
where custody transfer of natural gas from natural gas pipeline to the
CGD network takes place;

(f) “compression charge for CNG" means a charge (excluding statutory
taxes and levies) in Rs. / Kg for online compression of natural gas into
compressed natural gas (hereinafter referred to as CNG) for

subsequent dispensing to customers in a CNG station;

(g) "development of a CGD network” means laying, building, operating or

expanding a city or local naturat gas distribution network:

(h) “network tarif” means the weighted average unit rate of tariff
(excluding statutory taxes and levies) in rupees per million British
Thermal Units (Rs./ MMBTU) for all the categories of customers of
natural gas in a CGD network;
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(i) “piped naturai gas” (hereinafter referred as PNG) means natural gas
transported through pipelines in a CGD network for consumption by
any customer in domestic, commercial or industrial segments and
includes natural gas supplied to an online CNG station before its

compression.

(2) Words and expressions used and not defined in these regulations, but
defined in the Act or in the rules or regulations made thereunder, shall have

the meanings respectively assigned to them in the Act.
3. Application.

(1) These regulations shall apply to an entity which is laying, building, operating
or expandihg, or which proposes to lay, build, operate or expand a CGD
network.

(2) A CGD network shall be designed to operate at a pressure as specified in
the relevant regulations for technical standards and specifications, including
safety standards for maintaining the volumes of supply of natural gas on a

sustained basis to meet the following requirements, namely:-

(a) customers having requirement of natural gas upto 50,000 SCMD shall
be supplied through the CGD network;

(b) customers having requirement of natural gas more than 50,000 SCMD
and upto 100,000 SCMD shall be supplied-

(i} through the CGD network; or

: (ii} through a pipeline not forming part of the CGD network;
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- {c) customers having requirement of natural gas more than 100,000
SCMD shail be supplied through a pipelina not forming part of the
CGD network.

4. Initiation of proposal through expression of intersst route or syo-moty by
Board.

{1} ‘An entity desirous of laying, building, operating or expanding a CGD
network shall submit an expression of interest to the Board in the form of an
application at Schedule B alongwith an application fee as specified under
the Petroleum and Natural Gas Repulateny Soard (Levy of Fee and Other

Charges) Regulations, 2007..

(2)  The Board may suo-motu invite bhids from entities interested in laying,
building, operating or expanding a CGD network for anv specified
geographical area.

5. Criteria for selection of entity for expression of interest route.

(1} The Board may carry out a preliminary assessment of the expression of

interest with respect to the foliowing, namely:-
(a) natural gas availability position:
~iwo (b)) possible connectivity with an existing or proposed natural gas pipeline
for supply of natural gas to the city gate uf the proposed CGD network,
inciuding LNG supplies by tanl trucks or tank wagons and CNG by
cascades; and

{c) any other relevant isstie as the Board mav consider necessary.

(2} The Board may, within fifteen days of the receint of 2xpressiorn of interest

and based on its prelimina assessmant either issue  an  open
P



[ WA [1—EVE 3()] S WMRA T SIS : IR

(3

(4)

(5)

(6)

advertisement in at least one national and one vernacular "d'aily newspaper

~ (including webhosting) publishing receipt of an expressiori of interest and

commencement of public consultation process period of thirty days or reject
the expression of interest:

Provided that-in case the Board rejects the expression of interest, it shall

“inform the entity of the decision alongwith the reasons for rejecting the

expression of interest.

During the period of public consultation process, any person or entity may
submit in writing to the Board its views, if any, on the expression of interest.

The Board may, based on the views received and taking into consideration
the criteria specified in Schedule A, decide or fix the authorized area for the
proposed CGD network, including the decision whether it should be different
from that indicated in the expression of interest.

The Board may, within a period of fifteen days after the end of the public
consultation process period, publish through an Open- advertisement in at
least one national and one vernacular daily newspaper (including
webhosting), the proposal for the qevelopment of CGD network and invite
bids for the same. '

The Board shall scrutinize the "bids received  in response to the
advertisement in respect of only those entities which fulfill the following

-

minimum eligibility criteria, namely .-

(a) entity has paid the application fee alongwith the application-cum-bid
as specified under the Petroleum and Natural Gas Regulatory Board
(Levy of Fee and Other Charges) Regulations, 2007:

Provided that the entity submitting the bid, which Has already paid the
application fee at the time of submission of the expression of interest

1036 Gl/08—12
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shall not pay the application fee at this stage unless there is a
requirement to pay additional application fee on account of change in
the authorized area;

(b) entity is technically capable of laying and building CGD network as per
the following qualifying criteria, namely:-

() entity has on its own in the past laid and built either a
hydrocarbon pipeline of a length not less than three hundred
kilometers on a cumulative basis or a CGD network:

(i) entity has a joint venture with another entity (with at least
eleven percent equity holding by that entity) which in the past
has laid and built either a hydrocarbon pipeline of a length not
less than three hundred kilometers on a cumulative basis or a
CGD network:

(i) entity intends to lay and build proposed city or local gas

~ distribution network on lump sum turnkey or project
manégement consultancy basis through one or more
technically competent firms which in the past have laid and

built either a hydrocarbon pipeline of a length not less than
three hundred kilometers on a cumulative basis or a CGD
network and the entity shall also enclose a list of such fims

alongwith aforesaid proof of their technical competence:

Provided that the entity shall have the freedom to choose from
amongst such firms at the time of execution of the project and
the Board reserves the right to cross verify the credential of the
firms included in the_ list and seek any clarifications: or

(iv)entity has an adequate number of technically qualified
personnel with experience in construction, pre-commissioning



[ SPT =8 3() ]

WWW HTENRW

9

and eommluelonlng of hydrocarbon pipelines and also has a
credible plan to independently undertake and execute the CGD
project on a standalone basis.

Explanation.- The entity shall have at least three technically

qualified personnel on its permanent rolis having experience of
not less than one year in the following areas, namely:-

() right of way acquisition or clearance secu_ﬁng;
(i) design and execution of a hydrocarbon pipeline project;

(ili) pre-commissioning including hydro—teeting and restoration;
and - -

(iv) safety of hydfoeerbon pipeline and inchllation_e; -

(c) entity is technically Capa'ble_'df..op'e_r_flti_ng"_afnd_.z. rh@intaining a CGD
" network as per the following qualifying criteria, namely:-

() entity on its own has an. ei:perience of at least one year in-

operations and maintenance of a CGD network;

(i) entity has a jomt venture with anoiher entity (with eieven'

percent holdmg of that entity) which has an expenence of ,at

least one year |n operatnons and maintenance ‘of a CGD
“‘3}"‘""‘ w7
network; et o

L "

e

(iii) entlty intends to operate and maintain’ the propoee:vaGD‘; -
network through an appropriate technical assistance

agreement for a period of at least one year with another party
having experience of at least one year in operations and
maintenance of a CGD network; or
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(ivientity has an adequate number of technically qualified
personnel with experience in commissioning, and operation
and maintenance (O&M) of hydrocarbon pipelines and also
has a credible plan to independently undertake the O&M
activities for a CGD project on a standalone basis.

Explanation.-
1. In relation to sub-clause (i}, —

a) the entity shall submit in its application-cum-bid an
exhaustive list of proposed firms with whom it desires to
have a technical assistance agreement alongwith the
proof of relevant and credible experience of such firms
and the entity may choose a firm or more from amongst
the firms in this list for operation and maintenance of
the proposed CGD network and the Board reserves the
right to cross verify the credential of the firm or firms
included in this list and seek any clarifications;

b} the entity shail aiso submit a credible plan along with
the bid to develop an in-house O&M team for city or
local gas distribution network,

2. In relation to sub-clause (iv), the entity shall have at least
three technically qualified personnel on its permanent rolls
having experience of not less than one year in the following
areas, namely:-

a) commissioning of a hydrocarbon pipeline;
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b)

d}

operation and maintenance of natural gas pipelines and
natural gas installations including gas compressors;

commercial issues including gas pricing, gas

measurement, accounting, billing and collection; and

safety of naturai gas infrastructure;

(d) the entity has agreed {o abide by the relevant regulations for technical

standards and specifications, inciuding safety standards;

(e) the entity has adequate financial strength to execute the proposed

project, operate and maintain the same in the authorized area and

shali meet the following financial criterion to qualify for bidding for a

single CGD network, namely:-

Tief | Population in the authorized | Minimum combined net worth (*) of the

area as per census of India,
2001 or other published records
of the Central or the State

entity along with its promoters available
for investments in a single CGD
Network duly supported by letter of

higher

Government,  whichever  is | comfort from promoters

{2 (3}

(1)
|

5 million or more

Rs.1,500 million for.a population of 5
million, and proportionately higher
for population of more than 5 million

. ($)

I 1 million or more but less than 5.| =  Rs.1,000 million
million

Il | 0.5 million or more but less than | = Rs.500 million
1 million

IV | 0.25 milion or more but fess | = Rs.250 million
than 0.50 million

V | 0.1 million or more but less than | =  Rs.100 million
0.25 million

VI | Less than 0.1 million = Rs.50 million

(*) combined net worth (equity share capital plus free reserves, but excluding
revaluation reserves) to be adequately represented by cash funds, which shall
be available as bridge finance and as promoters equity contribution in the project
as certified by a Chartered Accountant based on the latest financial position of
the entity and its promoters. The promoters undertaking, in the form of letter of
comfort, stating that promoters financial contribution in the: project shall be
converted in to equity share capital within three months of the date of grant of
authorization must accompany the application.

(%) For example, if the population is 12 million, then, the combined net worth shall
be equal to a minimum of Rs_3,600 million (i.e., Rs.1,500 million X 12 / 5);
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(f) the en.ity, on being declared as a successful bidder and not being a
company registered under the Companies Act, 1956, shall become a
com pany registered under the Companies Act, 1956;

(g) the entity should have a credible plan for sourcing natural gas for
supply in the proposed CGD network;

{(h} entity shall furnish a bid bond for an amount equal to-

) rupees fifty million for a population of five million and
proportionately higher amount for population of more than five
million.

Hllustration.- The bid bond in case of population of the city or
local area of twelve million shall be rupees one hundred
twenty120 million (that is, rupees fifty million X 12/ 5);

if) rupees thirty million for a population of one million and more

but less than five million;

iij) rupees twenty million for a population of half a million and

more but less than one million;

iv) rupees fifteen million for a population of quarter of a million and

more but less than half a million;

v} rupees ten million for a population of one-tenth of a million and
more but less than quarter of a million;

vi) rupees five million for a population less than one-tenth of a

million;
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(i) entity submitting the bid should not have been imposed any penalty
under section 28 or punished under Chapter IX of the Act;

(i} in case the entity submitting the bid dbes not fulfill the requirements of
any criteria under clauses (a) to (i), the bid submitted by it shall be
summarily rejected and a communication in this regard shall be sent to
it and the financial bid shall not be opened for that entity;

(k) the bid bond shali be —
i) encashed if an entity submitting the bid walks out;

ii) released in respect of the unsuccessful entity submitting the
bid;

jif) retained tifl the prescribed performance bond is furnished at
the time of authorization by the successful bidder.

(7) The application-cum-bid shall be submitted in two parts in the form as
specified in Schedule C in separate properly earmarked and sealed
envelopes, namely:-

(a) Part | (Technical bid) covering general particulars of the entity and
technical details of the project including minimum eligibility criteria
-under sub-reguiation (6);

(b) Part Il (Financial bid) covering the financial details under regulation 7.

(8) A time period of sixty days shall be allowed for submission of the
application-cum-bid for grant of authorization for laying, building, operating
and expanding the CGD network and any application-cum-bid received after
the notified date shall not be considered.
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(9) The Board may extend the date of submission of bids upto a period of one
month through an advertisement in the same manner as specified under
sub-regulation (5}, including in a situation where only a single application-

cum-bid is received in response to the original advertisement.

6. Invitation by Board for laying, building, operating or expanding of CGD
network.

The Board may suo-motu form a view regarding the development of a CGD
network in a specific city or a geographic area, and in such a case, the procedure
as specified in reguiation 5 (except aspects relating to the expression of interest
shall be replaced by project details as prepared by the Board) shall apply.

7. Bidding criteria.

(1) The Board, while considering the proposal for authorization, shall tabulate
and compare all financial bids meeting the minimum eligibility criteria, as per

the bidding criteria given below, namely -

(a) lowness of the present value of the overalt unit network tariff for usage of
the proposed CGD network by all categories of customers of natural gas
(including supply of natural gas to online compressor for CNG) over the
economic life of the CGD network project (twenty five years from the
date of authorization). The entity is required to bid for the tariff charge for
each year of the economic life of the project. This shall have a weightage
of forty percent;

(b} lowness of the present value of the compression charge for CNG for
dispensing in the CNG stations in the proposed CGD network over the
economic life of the project. The entity is required to bid for the
compression charge for CNG for each year of the economic life of the

project. This shall have a weightage of ten percent;
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(c) highness of the present valué of the inch-kilometer of steel pipelines
proposed to be laid in the CGD network during the period of exclusivity in
terms of an exemption from the purview of the common carrier or
contract carrier as specified in the Petroleum and Natural Gas
Regulatory Board (Exélusivity for City or Locat Natural Gas Distribution
Networks) Regulations, 2008. The entity is required to bid for the inch-
kilometer of steel pipeline in CGD network for each of the year of the
exclusivity period. This shall have a weightage of twenty percent; and

{d) highness of the present value of the number of domestic customers
proposed to be connected by PNG by the entity during the period of
exclusivity in terms of an exerhption from the purview of common carrier
or contract carrier as specified in the Petroleum and Natura! Gas
.Regulatory Board (Exclusivity for City or Local Natural Gas Distribution
Networks) Regulations, 2008. The entity is required to bid for the number
of domestic customers to be connected by PNG for each of the year of
the exclusivity period. This shall have a weightage of thirty percent.

(2) The present value in the criteria at clauses (a) to (d) of sub-reguiation ( 1’)'
shall be calculated by the entity using a discount rate equal to fourteen

percent.

(3) Entity with the highest composite score considering the cri_teria under
clauses (a) to (d) of sub-regulation (7} and as illustrated in Schedule C (1)
shall be declared as successful in the bid.

8. Fixation and recovery of network tariff and compression charge for CNG.
(1) _The network tariff for transportation of natural gas in the CGD network shall
be ﬁxed as per the network tariff bi_d under clause (a) of the sub-regulation

(1) of regulation 7 and shall be recovered from all categories of customers of
PNG and CNG.

1036 G1I0B—13



B THE GAZETTE QF INDIA  EXTRAORDINARY [Part H—S8&C, 3(i]

(2) The compression charge for CNG in the CGD network shall be fixed as per
the compression charge for CNG bid under clause (b) of the sub-regulation

(1) of regulation 7 and shall be recovered from the customers of CNG only.

(3) The entity shall recover the network tariff and the compression charge for
CNG separately through an invoice without any premium or discount on a
non-discriminatory basis.

(4) Any cost subsequent to the online compression of natural gas into CNG,
such as, towards storage and transportation of CNG in a cascade mounted
system to a CNG staticn is an activity associated with the dispensation of
CNG and is not covered under these reguitations.

8. Performance bond.

(1) Grant of authorization shali be issued to the selected entity after it furnishes

a performance bond of an amount equal to-

(a} rupees one hundred million or five percent of the estimated project
capital cost, whichever is higher in respect of an authorized area with a

population of five million or more;

(b) rupees sixty million or five percent of the estimated project capitai cost,
whichever is higher in respect of an authorized area with a population of

one mitlien or more but less than five miition;

(¢) rupees forty million or five percent ot the estimated project capital cost,
whichever is higher in respect of an autharized area with a population of
half a million or more but less than one million;

(d) rupees thirty million or five percent of the estimated project capital cost,
whichever is higher in respect of an authorized area with a population of

quarter of a million or more but less than half a million;
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(e) rupees twenty million or five percent of the estimated project capital cost,
whichever is higher in respect of an authorized area with a population of
one-tenth of a million or more but less than quarter of a million;

(/) rupees ten million or five percent of the estimated project capital cost,
whichever is higher in respect of an authorized area with a population
jess than one-tenth of a million.

Explanation.- The amount of the performance bond shall be revised by
applying the above basis in case the estimated project cost undergoes a
change on completion of the financial closure as per regulation 11.

The performance bond has been prescribed for guaranteeing the timely
commissioning of the proposed CGD network as per the prescribed targets
and also for meeting the service obligations by the selected entity during the
operating phase of the project. |

10. Grant of authorization.

(1)

(2)

(3)

4

The authorization shall be granted to the selected entity in the form at
Schedule D within a period of thirty days of the last date of submitting the
bid. "

The grant of authorization is subject to the entity achieving a firm natural
gas tie-up and a financial closure as per regulation 1.

The grant of authorization to the entity shall not be renunciated by way of
sale, assignment, transfer or surrender to any person or entity during the
period of three years from the date of its issue. '

The entity intending to renunciate the authorization in favour of another
entity after the end of the three years period shail submit a proposal tolthe
Board at least thity days in advance and shall provide alt information as
may be called for by the Board.
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(9)

The Board after satisfying itself that the proposal will not adversely affect the
existing or proposed activities of laying, building, operating or expansion of
the CGD network shall either accept the proposal in fult or with such

modifications as it may deem fit and in 2 case where the entity is permitted

- by the Board to take over the activities of laying, building, operating or

expanding the CGD network such entity shail abide by the existing or
modified terms and conditions of the authcrization inciuding compliance with

the service obligations and adherence to the quality of service standards:

Provided that the Board reserves the right to reject the proposal in public
interest and in such a case the Board shall provide in writing the reasons for

such rejection.

11. Natural gas tie-up and financial closure.

(1)

(2)

The entity authorized under regulation 10 shall enter into a firm natural gas
supply agreement for the proposed CGD network project with any entity
owning natural gas in a transparent manner on the principle of “at an arm'’s
length” for a period equal to or more than the exclusivity period for
exemption from the purview of cornmon carrier or contract carrier allowed
under the Petroleum and Natural Gas Regulatory Board (Exclusivity for City
or Local Natural Gas Distribution Networks) Regulations, 2008 within ninety

days of the date of issue of the authorization.

The volume of natural gas supply under the agreement referred to in sub-
regulation (7) shall be equal to at least fifty percent of the volumes
considered in the determinatior of the network tariff bid for each year of the
exclusivity period allowed for exemption from the purview of commdn carrier
or contract carrier under the Petroleum and Natural Gas Regulatory Board
(Exclusivity for City or Local Natural Gas Distribution Networks) Regulations,
2008.
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(3)

(4)

(9)

The authorized entity shall obtain the financial closure of the project from a
bank or financial institution within a period of one hundred and twenty days
from the date of the authorization. '

in case of an internally financed project, the entity. shall submit the approval
of its ‘Board of Directors’ for the detailed feasibility report (hereinafter
referred as DFR) of the project alongwith its financial plan within one
hundred and twenty days of the authorization:

L 4

Provided that the Board may ask the entity to submit any further details or

clarifications on the financial closure.

In case the entity fails to meet the requirements at sub-regulations (7) to (4),
the authorization of the entity for laying, building, operating or expanding
CGD network shall be cancelled and the performance bond shall be
encashed and the Board reserves the right to re-award the authorization in
a transparent manner and the enfity shall have no right whatsoever against

the Board for seeking any compensation or remedy on this account.

12. Exclusivity period.

The period of exclusivity to lay, build, operate or expand a city or local natural

gas distribution shail be as per the provisions in the Petroleum and Natural Gas

Regulatory Board (Exclusivity for City or Local Natural Gas Distribution
Networks) Regulations, 2008.

13. Post-authorization monitoring of activities (pre-commissioning).

(1)

(2)

An authorized entity shall provide, on a quarterly basis, a progress report
detailing the clearances obtained, targets achieved, expenditure incurred,
works-in-progress and other relevant information in the form at Schedule E.

The Board shall seek compliance by the entity to the relevant regulations for
technical standards and specifications, including safety standards through
conduct of technical and safety audits during the commissioning phase as
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well as on an on-going basis thereafter for ensuring safe commissioning and
operation of the CGD network.

(3) The Board shall monitor the progress of the entity in achieving various
targets with respect to the CGD netwerk project, and in case of any
deviations or shortfall, advise remedial action to the enfity.

14. Service obligations of authorized entity (post commissioning).

(1) ‘The entity may take an interestfree refundable security deposit from
domestic PNG Customer towards security of the following equipments and
facilites including the labour cost of installation towards last mile
connectivity, that is, between the riser isolation valve before the metering
unit and the suraksha hose pipe connecting the burner in the customers

premises for an ameunt not exceeding rupees five thousand for a single
connection, namely:-

{a) riser isolaiion vaive before the metering unit;

(b) ten meters of pipe up to the metering unit:

(¢} metering unit;

(d) five meters of pipe or tube from the metering unit up to the excess flow

check valve-cum-isolation valve:
(e) excess flow check valve-cum-isotation valve: and

(f) suraksha hose pipe of standard size connecting the domestic PNG
burner:

Provided that the network tariff bid by the entity shall include the charges
towards the last mile connectivity.
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(2)

(3)

(4)

(5)

Explanation.-

1. The domestic PNG customer shall bear the actual cost of the material
and labour charges for pipe and the tubing in excess of the length
specified above.

2. The domestic PNG customer shall pay the actual cost of installation

including labour charges from the common metering unit onwards for
connecting another domestic PNG burner or any other gas-based
appliance in the same premises.

The entity may take an interest-free refundable security deposit from non-
domestic PNG customers for an amount not exceeding the actual cost of the
metering unit and other related equipment and labour charges towards
installation:

Provided that these are installed by the entity in the customer's premises.
The entity shall not exert any undue influence on any domestic PNG
customer to purchase natural gas burner stove or avail of any other service

not connected with the supply of natural gas.

The entity shall convert the existing LPG burner stove of a prospective
domestic PNG customer into natural gas burner stove free of charge.

The authorized entity shall maintain separate books of accounts including
detailed activity-based costing records to segregate direct, indirect and
common costs alongwith the basis of allocation and the revenues earned in
respect of the activities of-

(a} purchase of natural gas including its odourization:;

(b) transportation of natural gas in the CGD network;
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(6)

(7)

(8)

(c) online compression of natural gas into CNG;
(d) transportation of CNG in a cascads mounied system, if any;

(e) marketing or distribution including cormmission allowed to any agency for
marketing or distribution of natural gas and CNG in the CGD network;
and

(i dispensing of CNG including booster cempression, if any.

The costs and revenues associated with activities other than those stated in
clauses (a) to (f} of sub-regulatior (5} shiculd be refiected separately in the
books of accounts of the entity.

The authorized entity shall ensure that

(a) there is no cross-subsidization of the costs between the activity of
transportation and the activity of marketing of natural gas in the CGD
network;

(b) the confidentiality of customer information collected in the course of

providing regulated service is mainfained; and

(c) there is no preferential access allowed to itself or to any other entity for

the activity of transportation of natural gas in the CGD network.

The authorized entity shall be responsible for getting the technical and
safety audits carried out by independent technical experts or accredited
agencies out of the pane! approved at regular intervals during the
commissioning phase as well as on an on-going basis thereafter to ensure
compliance with the relevant regulations for technical standards and
specifications, including safety standards and the audit report alongwith the
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(9)

findings shall be submitted to the Board and the Board may review the
same and advise remedial action, if any, to the entity.

The entity will have to meet the service obligations as stated under the
Petroleum and Natural Gas Regulatory Board (Exclusivity for City or Local
Natural Gas Distribution Networks) Reguiations, 2008.

15. Quality of service standards.

(1)

(2)

The entity laying, building, operating or expanding a CGD network must
comply with the quality of service standards as specified in Schedule F.

The performance of the entity in- complying with the quaiity of service
standards shall be periodically assessed by the Board and compared
against the minimum prescribed benchmarks and a performance
consistently below the minimum prescribed benchmark may lead to the
consequences specified under régulation 16.

16. Consequences of default and termination of authorization procedure.

(1)

An authorized entity shall abide by all the terms and conditions specified in
these regulations and any failure in doing so, except for force majeure, shall
be dealt with as per the following procedure, namely:-

(a) the Board shall issue a notice to the defaulting entity allowing it a
-reasonable time to fulfill its obllgations' under the regulations;

{b) no further action shéll be taken in case remedial action is taken by the
entity within the specified pariod to the satisfaction of the Board;

(¢} In case of failure to take remedial action the Board may encash the
performance bond of the entity as per the following basis, namely:- -

1038 GIOa—14
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(i} twenty five percent of the amount of the performance bond for the
first default; and

(i) fifty percent of the amount of the performance bond for the
second default:

Provided that the entity shall make good the encashed performance
bond in each of the cases at sub-clause (/) and (i} within a week of
encashment, failing which the remaining amount of the performance
bond shall aiso be encashed and authorization of the entity terminated.

(fij) one hundred percent of the amount of performance bond for the

third default and simultaneous termination of authorization of the
entity;

(d) the procedure for implementing the termination of an authorization shall
be as provided in Schedule G;

(e) without prejudice to as provided in clauses (a) to (d), the Board may also
levy civil penalty as per section 28 of the Act in addition to taking action
as prescribed for offences and punishment under Chapter 1X of the Act.

17. Entity authorized by the Central Government for laying, building, operating
or expanding CGD network before the appointed day.

(1) The entity shall submit reievant information along with supporting
documents in the form as in Schedule H within a period of one hundred and
eighty days from the appointed day.

(2) The entity shall abide by the terms and conditions of the authorization by the
Central Government including obligations, if any, imposed by the Central
Government.
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(3)

(4)

(%)

(6)

The entity shall abide by the relevant regulations for technical standards and
specifications, including safety standards and the quality of service
standards as specified under regulation 15.

The Board may consider grant of exclusivity on such terms and conditions
as per the provisions in the Petroleum and Natural Gas Regulatory Board
(Exclusivity for City or Local Natural Gas Distribution Networks)-Regulations,
2008. |

The network tariff and the compression charge for CNG shall be as
determined under the Petroleum and Natural Gas Regulatory Board
(Determination of Network Tariff for City‘ or Local Natural Gas Distribution
Networks and Compression Charge for CNG), Regulations 2008.

The activities of the entity may be subject to such other regulations as may
be applicable as per the provisions of the Act.

18. Entity not authorized by the Central Government for laying, bullding,

operating or expanding CGD network before the appointed day.

(1)

(2)

An entity -laying, building, operating or expanding a CGD network at any
time before the appointed day but not duly authorized to do so by the
Central Government shall apply immediately for obtaining an authorization
in the form as at Schedule 1.

The Board may take into consideration the following criteria while
considering the application for grant of authorization, namely:-

{a) the entity meets the minimum eligibility criteria as at specified in clauses
(a) to (e) and (i) of sub-regulation (6) of regulation 5 before the appointed
date and is possessing all necessary statutory clearances, permissions,
no objection certificates from the Central and State Governments and
other statutory authorities,
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{b) an entity which is not registered under the Companies Act, 1956 at the
time of submitting the application for grant of authorization shall
undertake to become a company registered under the Companies Act,
1956

Provided that the Board may exempt an entity to register under the

Companies Act, 1956 on such conditions as it may deem appropriate;

(c) a satisfactory assessment of the actual physical progress made and the
financial commitment thereof till immediately before the appointed day in
comparison with the entity's DFR appraised by the financial institution
funding the project. In case the project has not been funded by any
financial institution, the Board may appraise the DFR. The DFR of the
entity should clearly indicate the specified geographical area of the
project and also specify the coverage proposed for CNG and PNG. In
case upon scrutiny of the DFR by the Board by taking into account the
geographical area, customer segments, infrastructure requirements, etc.
proposed by.the entity, the DFR is found to be sub-optimal and
unacceptable, the Board may not consider the case of the ehtity for
Issuing the authorization;

(d)in respect of the actual physical progress made and the financial
commitment thereof referred to in clause (c), a physical progress of at
least twenty five percent and a financial commitment of at least twenty
five percent of the capital expenditure identified for the CGD project as
per the DFR immediately before the appointed day may be considered
as adequate;

(e) the entity should have arranged, by way of acquisition or lease, land for
CGS and procured the necessary equipment for erecting the CGS before
the appointed day;
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(f) the Board reserves the right to get the actual physical progress and the
financial commitment certified and depending upon the progress
achieved, the Board may consider authorizing the entity for the
authorized area-

i)  as per the geographical aréa in its DFR;

i) as per the geographical area actually covered under implementation
till the appointed day; or

i} the geogra‘phicél area as specified by the Board;

(9) in relation to laying, building, operating, orexpanding the CGD network, it
is for the entity to satisfy the Board on the adequacy of its ability to meet
the applicable technical standards, specifications and safety standards
as specified in the relevant regulations for technical standards and
specifications, including safety standards and the quality of service
standards as specified in regulation 15;

(h) assessment of the financial position of the entity in timely and
adequately meeting the financial commitments in developing the CGD
network project as appraised by a financial institufion and an
examination of the audited books of accounts of the entity;

(i) firm arrangement for supply of natural gas to meet the demand in the
authorized area to be covered by the CGD network:

() any other criteria considered as relevant by the Board based on the
examination of the application.

{(3) The evaluation of the application in terms of the clauses (a) to (j) shall be
done in totality considering the composite nature and the inter-linkages of
the criteria.
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(4) The Board, after examining the application in terms of the criteria under sub-
regulation (2) and also taking into account the requirements in other
regulations may form a prima-facie view as to whether the case should be
considered for authorization.

{5) In case of prima-facie consideration, the Board shall issue a public notice in
one national and one vernacular daily newspaper (including webhosting)
giving brief details of the project and seek comments and objections, if any,

within thirty days from any person on the proposat.

(6) The Board, after examining the comments and objections, if any under sub-
regulation (5), may either consider or reject the case for grant of
authorization for the CGD network.

(7} In case it is decided to grant authorization, the same shall be in the form at
Schedule D;

(8) In case of rejection of the application. the Board shall pass a speaking order
after giving a reasonable opportunity to the concerned party to explain its
case and proceed to select an appropriate entity for the project in terms of
regulation 6.

(9) In case the entity is selected for grant of authorization for CGD network,-

(a) the network tariff and the compression charge for CNG shall be
determined under the Petroleum and Naturai Gas Regulatory Board
(Determination of Netwerk Tariff for City or Local Natural Gas
Distribution Networks and Compression Charge for CNG), Regulations
2008;

(b) the Board may consider grant of exclusivity on such terms and
conditions as specified in the Petroleurn and Natural Gas Regulatory
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Board (Exclusivity for City or Local Natural Gas Distribution Networks)
Regulations, 2008;

(c) the entity shall abide by the technical standards, specifications including
safety standards as specified under relevant regulations for technical
standards and specifications, including safety standards:

(d) the provisions under regulations 9, 13, 14, 15 and 16 shall apply to the
entity.

19. Miscellaneous.

If any dispute arises with regards to the interpretation of any of the provisions of
these regulations, the decision of the Board shall be final,

Schedule A @+
[see reguiations 2 (1) (c) and 5 (4)]

- Basis for defining authorized area for laying, building, operating or expanding CGD
network .

The specified geographical area in respect of an authorized area for a CGD network as
per regulation 2 (1} (c) of the Petroleum and Natural Gas Regulatory Board
(Authorizing Entities to Lay, Build, Operate or Expand City or Local Natural Gas
Distribution Networks) Regulations, 2008 may be determined considering the following
criteria of economic viability and geographical contiguity, namely:-

1. Economic viabllity.

The authorized area should have natural gas demand potential over various
categories of customers to prima-facie justify investments in laying, building,
operating or expanding a CGD network over its economic life. The guiding
principles in this regard may include -
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a) viable projected volume b iilt-up representing all types of customer segments,
such as, industrial comme:cial, transport, domestic, etc.

b) ease of operation and maintenance of the CGD network in the proposed area
and serviceability to all category of customers; and

¢) economic viability of the project of laying, building, operating or expanding a
CGD network in the area proposed.

2. Geographical contiguity.

For the purpose of any area to be considered as contiguous to the geographical
area as per regulation 2 (1) (c) of the Petroloum and Natural Gas Regulatory
Board (Authorizing Entities to Lay, Build, Operate or Expand City or Local Natural
Gas Distribution Networks) Regulations, 2008, such an area shall not have an
economic viability to have an independent CGD network on its own.

Note:

The Board reserves the right to-intervene during the expression of interest stage itself,
if in its opinion the specified geographical area is too large to sustain customer
'service, or allow safe and convenient operations; or has a potential to restrict
competition. In the alternative, the Board may also intervene in case the geographical
area considered is too small; or covers only a certain class of customers; or
tantamount to cherry-picking. In all such cases, the Board may prescribe a
geographical area of a size different than that indicated in the expression of interest.
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[see regulations 4 (1) and 5 (6)]

Application form for submitting expression of interest by an entity desirous of laying,
building, operating or expanding a CGD network

A. Only an entity which complies with the minimum eligibility criteria as per regulation 5
(6) of the Petroleum and Natural Gas Regulatory Board (Authorizing Entities to Lay,
Build, Operate or Expand City of Local Natural: Gas Distribution Networks)
Regulations, 2008 is eligible to submit its application for submission of expression of
interest to the Board.

’
B. Entities must enclose documentary proof in support of its meeting the minimum
eligibility criteria.

C.The entity submitting the expression of interest must submit the following
information:

1 General Details

A Name of the Entity

B Type of firm — Public Limited Company / Private Limited Company /
Partnership firm / Proprietorship fim / Others (please specify)

C Date of incorporation and date of commencement of business

D Address of Registered office

2 Basic Data

A 1) Population and number of households under the proposed CGD
network. _

2) Geographical area in square kilometers and segregated in different

categories in terms of the provisions under regulation 2 (c) of the
Petroleum and Natural Gas Regulatory Board (Authorizing Entities to
Lay, Build, Operate or Expand City or Local Natural Gas Distribution
Networks) Regulations, 2008. The area should also be depicted in a
physical map.

3) Economic activity in the proposed geographical area in terms of
industrial and commercial activity (number of units and fuel mix).

4) Vehicular population profile. '
B Preliminary Assessment of the potential demand for natural gas in the
proposed CGD network amongst various customer segments. B
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ion to promote the use of natural gas in the said

City? If the reply to the Question is yes, then, provide copy of the said
eénactment or administrative order.

Application fee of Rs.

paid vide demang draft/ pay order
number <

> and dated < > drawn on <pame of bank and branchs.
4

Date:

Place:

Name and sighature of entity or authorized signatory

Official Sea|
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Schedule C
wcheaule &

{see regulation 5 (7)]

Application-cum-bid for grant of authorization for CGD network

To,

The Secretary,

Petroleum and Natural Gas Regulatory Board,
Ist Floor, World Trade Centre

Babar Lane, Connaught Place,

New Delhi— 110 001.

Sub: Application-cum-bid for grant of authorization for laying, building,'operating or

or Union Territory of

expanding city or local natural gas distribution network in ‘the proposed
geographical area of

in the State

under the Petroleum and Natural Gas
Regulatory Board (Authorizing Entities to Lay, Build, Operate or Expand City or
Local Natural Gas Distribution Networks) Regulations, 2008

(Attach separate sheets for providing information wherever necessary)

Part-l = General details of the entity and technical details of the project (to be

submitted in a properly earmarked, sealed and separate envelope)

Details of the entity

Name of the entity

1
A
B

Type of fitn — Public Limited
Company / Private Limited
Company / Partnership firm /
Proprietorship firm / others (please
specify and attach copy of Articles of
Association or Partnership deed,
etc., as applicable).

Date of incorporation and date of
commencement of business.

Address of registered office.

Name, addresses, telephone
numbers, e-mail ID of all directors /
partners / proprietor (please provide
full details with STD Code and Pin
Code).

Financial details

pl

Share capital or proprietor's own
funds as applicable.

Loans — amount, tenure, moratorium
period, rate of interest, taken from
and asset mortgaged or

hypothecated for securing the same,

if any.

Reserves, if any




116

THE GAZETTE QF INDIA : EXTRAQORDINARY

[Part II—SEC. 3(i)]

Fixed Assets

Current Assets

Current Liabilities

Sales Turnover

IIOIMMo

Profit After Tax

(Attach copies ot audited Profit and
Loss Account and Balance Sheet for
last three financial years) - In case
entity is a subsidiary company,
copies of audited Profit and Loss
Account and Balance Sheet for last
three financial years of the parent
company to be attached.

Business activities of the entity

Details of all existing city gas
distribution network of the entity, if
any, and including design
specifications, installed capacity,
capital cost, year-wise details of
operating cost, age of the network,
gas volumes transported in the
network alongwith details of
customer profile, distribution
network map and drawings showing
details of existing facilities and
future plan, natural gas sources,
average unit network tariff being
charged, etc.

Details of tie-up or collaboration with
any entity for natural gas supply and
marketing.

Details of other business, if any,
being carried out by the promoters
for the last five years.

Ownership and affiliate details

Details of promoters

Details of all affiliates of the entity
mentioring the business retationship
between the entity and the affiliates
(“affiiate” means as defined in the
reievant regulations for affiliate code
of conduct),

The entity undertakas to produce all
relevant rscords or documents of

itself and its related entities on |

demand by the Board.

Yes / No

_ls the enttty a _company registered

Yes / No
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under Companies Act, 19567

I the entity promoted by a company
registered under Companies Act,
19567

Yes /No

The entity undertakes to become a
company, in case it is not a company

at the time of submission of this.

application-cum-bid,  under - the
Companies Act, 1956 on being
selected for grant of authorization.

Yes / No

Promoters undertaking in the form of
letter of comfort stating that their
financial contribution in the project
shall be converted in to equity share
capital within three months of the
date of grant of authorization.
Enclose the letter of comfort from the
promoters.

Yes / No

Technical details of the proposed
CGD network project

Name of the proposed CGD network
project.

Details of the city, town or area
earmarked in developmental zones
in respect of the proposed CGD
network project along with a sketch
showing facilities proposed.

Technica!l specifications of the
project attaching the copy of the
feasibility report and covering full
details of pipeline design, pressure,
iength of network, pipeline diameter,
pipeline thickness, route, corrosion
protection arrangements, city gate
station, natural gas source, tap-off
points, main block valves, isolation
valves, emergency shutdown valves,
odourization  facilities, metering
arrangements, CNG stations, HSE
measures, etc.

Development plan envisaged for the
proposed CGD network project -
design and installed capacity of the
CGD network along with details of
phased-out capital expenditure plans
including the projected dates of
commencement of operations phase-

wise and the details of the a_ctivities
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or targets assomated with  the |
completion of the project tc be :
enclosed. |

Estimates of volume of natural gas!
including supplies to CNG stations !
before compression proposed to bﬂ?
transported and sold. |

|
Also, give details of piojected anchor |
volumes, if any. |

Sources of supply of naturai gas and :
capacity tie-up with the natural gas
pipeline including connectivity and !
the details of tie-up phase wise, if
any, '

Whether the State or the Union !
Territory, in whose jurisdiction the |
proposed CGD network is located,
has enacted any legisiation or has
taken administrative action to
promote the use of natural gas in the
said geographical area? If the reply
to the question is yes, then provide
copy of the said enactment or the
administrative order,

Yes / No

Are all applicable technical
standards, specifications including |

safety standards, as specified und°r|
the relevant reguiations for technlcal !
standards and spef*:ﬂcatlons

including safety standards nave been :
considered and complied with in
designing the CGD network? Provide
full details. :

Yes / No

Attach copy of the Disaster
Management Plan.

is the project entitled to any subsidy,
exemption, deferment or waiver of
any statutory levy from the Centrai or |
the State Governments? If yes, give
complete details indicating the year-
wise utilization plan of the entity. [

Yes / No

Non-refundable Application fee undar
the regulation 5 (6).

Rsg. < >

Demand draft or pay order

Demand draft or pay order number
and date

Name of issuing bank and branch

Bid bond

Rs. < >
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Demand draft or pay order

Demand draft or pay order number
and date '

Name of issuing bank and branch

Part-Il;

Financial bid (to be submitted in a separate earmarked sealed
envelope) to be opened for those entities qualifying the
minimum eligibility criteria under regulation 5 (7)

Present Value {PV) of the Weighted
Average Network Tariff Bid for laying,
building, operating or expanding the
CGD network over the economic life of
the project (which is twenty five years
from the date of authorization).

PV of the weighted average unit
network tariff bid for each year
of the economic life of the
project using the discount rate of
14% is Rs.< > per MMBTU

Year-wise weighted average unit
network tariff bid-
Year 1: Rs.<__ >per MMBTU

Year 2. Rs.<__ > per MMBTU

-Year 25 Rs.<__ > per MMBTU

Present Value (PV) of the
compression charge bid for
compressing natural gas into CNG for
dispensing in the CNG stations of the
CGD network over the economic life of
the project (which is 25 years from the
date of authorization).

PV of the compression charge

for CNG bid for each year of the’

economic life of the project
using the discount rate of 14% is
Rs.<__ > per Kg

Year-wise compressed charge
for CNG bid-

Year1: Rs.<__ >perKg

Year2: Rs.<___>perKg

Year 25;. Rs.<___> per Kg

Present Value. (PV) of inch-kilometer
of steel pipeline bid in the CGD
network during the period of
exclusivity in terms of exemption
from purview of common carrier or
contract carrier.

PV of inch-kilometer of steel
pipeline bid in the CGD network
using the discount rate of 14% is
<inch-kilometer>

Year-wise inch-kilometer bid-

Year 1: < > inch-kilometer
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Year 2. <__ > inch-kilometer

Year 3. <___ > inch-kilometer
etc.

(Each year of exclusivity in
terms of exemption from purview
of common carrier or contract
carrier)

D Present Value of the number of PNG

domestic customers bid in the CGD
network during - the period of
exclusivity in terms of exemption
from the purview of common carrier
or contract carrier.

I terms of exemption from pusview

PV of the number of PNG
domestic connections bid using
the discount rate of 14% s
<Number>

Year-wise number of PNG
domestic connections bid-

Year 1: < > number
Year 2: < > number
Year 3: < > number
atc.

(Each year of exclusivity in

of common carrier or contract
carrier)

DECLARATION

1.

Certified that the above information is true to the best of my / our knowledge and

belief and the information and data given in the annexure, attachments,

enclosures and calculation sheets accompanying this appiication-cum-bid are

correct, complete and truly stated, and if any statement made herein is found to be

incorrect, the application-cum-bid shall be rejected, the application fee and the Bid
Bond shall be forfeited and | / We shall be liable ic be proceeded against and for

punishment under the provisions of the Act.

"~

I / We certify that the above application-cum-bid is the only application-cum-bid

submitted and no other application-cum-bid has been of is being submitted

separately for this city or local area by me / us.
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Date:
Place:
Name and Signature of Entity/ Authorized Signatory
_ Official Seal

Instructions for filling the Application-cum-bid:

All entries in the form and annexed documents should be legible with no cuttings.

2. Details requiring separate statement may be enclosed giving clear reference of the
point against which the same is being attached.

3. All pages of the application-cum-bid and the attachments and statements need to
be serially numbered and initialed by the person or official authorized by the entity
through a notarized power of attorney. ’

4. Any information filled in the application-cum-bid needs to be substantiated by
attaching relevant proof of the same.

5. The entity is required to submit five true copies of the application-cum-bid with all
the enclosures in addition to the'original. '

6. Incomplete application-cum-bid is liable to be summarily rejected.

1036 G816
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SE[leque C()
[see regulation 7 (3)]

IHlustration showing the basis of determining the highest composite score for
ascertaining the successful bid for grant of authorization for CGD network

Let there be three entities whose bids need to be compared for determining the
successful bid over the bidding criteria described below- |

(A) Network tariff bid in CGD network.

Let,

N1 = Present value of the network tariff bid for twenty five years by the 1% entity.

N2 = Present value of the network tariff bid for twenty five years by the 2™ entity.

N3 = Present value of the network tariff bid for twenty five years of the 3 entity.
Assume that N1 is lower than N2 and N2 is lower than N3.

The least pfesent value of the network tariff bid (LN1) shall be given a score of 100%

and the present value of the other network tariff bids shall be given a score in relation
to LN1 on a pro-rata basis as under-

LN1 = 100 % for N1
IN2 = 100 % x (N1 + N2)
LN3 = 100 % x (N1 + N3)

(B) Compression charge for CNG bid in CGD network,
Let,

C1= Present value of the compression charge for CNG bid for twenty five years by
the 1% entity.
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C2 = Present value of the compression charge' for CNG bid for twenty five years by
the 2™ entity. |

C3 = Present value of the compression charge for CNG bid for twenty five years by
the 3" entity.

Assume that C1 is more than C2 and C2 is more than C3.
The least present value of the compression charge for CNG bid (C3) shall be given a
score of 100% and the present value of the other network compression charge for

CNG bids shall be given a score in relation to LC3 on a pro-rata basis as under-

LCH

= 100 % x (C3 + C1)
LC2 = 100 % x (C3 + C2)
LC3 = 100 %

(C)Inch-Kilometer of steel pipelines bid in CGD network.
Let,

IK1 = Present value of the inch-kilometer of steel pipelines bid by the 1% entity over
the period of exclusivity in terms of the exemption from the purview of the
contract carriér or common carrier.

IK2 = Present value of the inch-kilometer of steel pipelines bid by the 2™ entity over
the period of exclusivity in terms of the exemption from the purview of the
contract carrier or common carrier.:

IK3 = Present value of the inch-kilometer of steel pipelines bid by the 3™ entity over
the period of exclusivity in terms of the exemption fiom: the nurview of the

confract carrier or common carfier.



124 THE GAZETTE OF INDIA : EXTRAORDINARY [Parr I—Skc. 3(i)]

Assume that IK1 is lower than IK2 and IK2 is lower than IK3.

The highest present value of the inch-kilometer bid (HIK3) shall be given a score of
100% and the present value ¢f the cther inch-kilometer bids shall be given a score in
relation to Hik3 on a pro-rata basis as undar-

HIK1 = 100 % x (1K1 + 1K3)
HIK2 = 100 % x (IK2 + IK3)
HIK3 = 100 %

(D) Number of PNG domestic customers bid in CGD network.

|l et,

P1= Prezent value of the PNG domestic customers by the 1*' entity over the period
of exclusivity in terms of the exemption from the purview of the contract carrier
OF Common carrier,

i

P2 = Present value of the PNG domiestic customers of the 2™ entity over the period

of exclusivity in terms of the exemption from the purview of the contract carrier
or common carrier.

P2 = Present value of the PNG domestic customers of the 3 entity over the period
of 2u.clusivity in terms of the exemption from the purview of the contract carrier
OF CoMmmon carrier.

Asstme P1 is higher thar: P2 and P2 is higher than P3.
The tighest present valus of ihe PNG damestic customers bid (HP1) shali be given a
score of 100% and the present value of the other PNG domestic customers bids shall

be given a score in refation tc H#1 on a pro-rata basis as under-

HP1 = 00 %
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HP2
HP3

100 % x (P2 + P1)
100 % x (P3 + P1)

Now, the composite score of three entities shall be computed by assigning the

respective weights assigned to each of the bidding criterion as indicated below-

Entity 1 =  0.40 xLN1 +0.10 xLC1 + 0.20 x HIK1 + 0.30 x HP1
Entity 2 =  0.40xLN2+0.10 xLC2 +0.20 x HIK2 + 0.30 x HP2
Entity 3 = 0.40 x LN3 + 0.10 x LC3 + 0.20 x HIK3 + 0.30 x HP3

The entity with the highest composite score shall be declared as successful in the bid.
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Schedule D
[see regulations 10 (1) and 18 (7)]

Grant of authorization for laying, building, operating or expanding CGD network
To,

<Name of the Successful Bidding Entity>

<Address>

Subject:  Grant of authorization for laying, building, operating or expanding CGD
network in the authorized area of < > in the State or the Union
Territory of < > under the Petroleum and Natural Gas Regulatory

Board (Authorizing Entities to Lay, Build, Operate or Expand City or Local
Natural Gas Distribution Networks) Regulations, 2008

Sir / Madam,

With reference to your application-cum-bid for grant of authorization for laying,
building, operating or expanding the CGD network in <name of the authorized area>

in the State or the Union Territory of <name>, it has been decided to grant you the
authorization subject to the Petroleum and Natural Gas Regulatory Board
(Authorizing Entities to Lay, Build, Operate or Expand City or Local Natural Gas
Distribution Networks) Regulations, 2008 and the following terms and conditions:

1. The Authorized Area for laying, building, operating or expanding the proposed
CGD Network shall cover an area of <> square kilometers and as depicted in
the enclosed drawing.

2. The activities of laying, building, operating or expansion of the CGD Network to
commence within a period of . days from the date of this authorization.

3. The activities permitted above shall have to be completed as per the approved
time schedule enciosed. Any failure on the part of the entity in complying with
the milestones prescribed in the time schadule shall lead to consequences as
specified under regulation 16 of the Petroleum and Natural Gas Regulatory
Board (Authorizing Entities to Lay, Build, Operate or Expand City or Local
Natural Gas Distribution Networks) Regulations, 2008.
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4. The entity shall design and install an optimal size of the infrastructure in terms
of pipelines of various types including steel belting of the authorized area,
onlin_e compressors of adequate capacity for compressing of natural gas into
CNG, allied equipments and facilities in the CGD network as identified in its
DFR depending upon the potential demand for naturai gas. The infrastructure in
the CGD network should be adequate to maintain uninterrupted flow of natural
gas in the pipelines and be also abie to maintain supplies at adequate pressure
to online CNG stations. '

5. The entity shall maintain an uninterrupted supply of naturai gas to all categories
of customers in the CGD network. In the event of any disruption in the supply of
natural gas in the CGD Network, first priority shall be accorded to restoration of
supplies to domestic PNG customers. In case  of disruption of supply to
domestic PNG customers for more than twelve hours, the entity shall
compensate to the domestic customer on the following basis:-

(a) the nomative volume of natural gas consumption for the first domestic
PNG connection for cooking requirements based on last three months
weighted average consumption per day to be applied for each day's
disruption and multiplied by ten;

(b} normative value of natural gas consumption shall be based on last three
months’ weighted average billing price of natural gas for supplies to the
first domestic PNG connection for cooking requirements; and

(c} the value of compensation shall be équal to normative volume of natural
gas consumption as per clause (a) multiplied by normative valué as per
clause (b) and shall be adjusted by allowing a credit to the domestic PNG
Customer in the next billing cycle or in the next pre-paid smart card in
case of smart card metering. A

In case the disruption of supplies is attributed to any fault of the domestic PNG
customer, no compensation shall be payable by the entity.
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8. The entity is allowed an exclusivity period under the Petroleurn and Natural Gas
Regulatory Board (Exclusivity for City or Local Natural Gas Distribution
Networks) Regulations, 2008, in respect of the following:

(a) months from the date of issue of this communication for laying,
building and expansion of the CGD netwoik; and

(b) months from the date of issue of this communication in terms of an

exemption from the purview of common carrier or contract carrier for the
CGD network:

Provided that the entity meets the obligations in line with the Petroleum and
Natural Gas Regulatory Board (Exclusivity for City or Local Natural Gas
Distribution Networks) Reguiations, 2008:

Provided further that the period of exclusivity allowed under sub-clause (a) or
sub-clause (b) may be terminated before the expiry of the period mentioned
above in line with the provisions under Peiroleum and Natural Gas Reguiatory
Board (Exciusivity for City or Local Natural Gas Distribution Networks)
Regulations, 2008.

7. The authorized entity shall be required to take prior approval from the Board for
creation of any lien, charge or hypothecation of the CGD network to secure
finances for the project and furnish details of utilization of funds. However, in
case of raising funds from any financial institution or bank, the entity will be
required to only inform the Board of the sanction of the funds within a period of
seven days.

8. The entity shall submit a detailed and ciear financial closure report to the Board
within a period of one hundred and twenty days from the date of authorization
issued by the Board under reguiation 10 of Petroleum and Natural Gas
Regulatory Board (Authorizing Entities to Lay, Build, Operate or Expand City or
Local Natural Gas Distribution Networks) Regulations, 2008.
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9.

10.

11.

12.

13.

The entity shall publish the approved network tariff for transportation of natural
gas as well as the compression charge for CNG in the CGD network in the
authorized area.

The entity shall publish‘ the applicable retail selling price of PNG for all
categories of customers and also for the purpose of invoicing in Rs./ MMBTU.

The entity shall publish and display the retail selling price of CNG for the
purpose of invoicing to CNG customers in Rs./ Kg at all CNG dispensing
stations.

The furnishing of performance bond of Rs. Million is a guarantee for timely
commissioning of the project as per the prescribed targets in the bid and for
meeting the servics obiigations during the operating phase of the project.

The entity shall abide by-

(a) the service obligations as specified under regulation 14 of the Petroleum
and Natural Gas Regulatory Board (Authorizing Entities to Lay, Build,
Operate or Expand City or Local Natural Gas Distribution Networks)
Regulations, 2008;

(b) the service obligations specified under the Petroleum and Natural Gas
Regulatory Board (Exclusivity for City or Local Natural Gas Distribution
Networks) Regulations, 2008;

(c) the service obligations specified in Schedule-J to fhe Petroleum and Natural
Gas Regulatory Board (Authorizing Entities to Lay, Build, Operate or
Expand City or Local Natural Gas Distribution Networks) Regulations, 2008;

(d) the quality of service standards as specified under regulation 15 'of
Petroleu.m and Natural Gas Regulatory Board (Authorizing Entities to Lay,
Build, Operate or Expand City or Local Natural Gas Distribution Networks)
Regulations, 2008. |

1036 GI8—17
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14. In case the authorization of the entity is terminated, the Board may assign the
rights and obligations of the entity to any agency or another entity on such
terms and conditions, as it may deem fit. Further, the entity may be required, as
per the directions of the Board, to continue the operations of the CGD network
at the same level till another agency or entity appointed by the Board takes over
the full control of the CGD network.

15. The entity shall comply with the applicable provisions under the Petroleum and
Natural Gas Regulatory Board (Authorizing Entities to Lay, Build, Operate or
Expand City or Local Natural Gas Distribution Networks) Regulations, 2008,
Petroleum and Natural Gas Regulatory Board (Determination of Network Tariff
for City or Local Natural Gas Distribution Networks and Compression Charge
for CNG) Regulations, 2008, Petroleum and Natural Gas Regulatory Board
(Exclusivity for City or Local Natural Gas Distribution Networks) Regulations,
2008, relevant regulations for technical standards and specifications, including

safety standards, any other regulations as may be applicable and the provisions
of the Act.

16. The entity shall comply with any other term or condition which may be notified
by the Board in public interest from time to time.

You are requested to confirm your acceptance by filling-in the acceptance of the
grant of authorization provided below and return the same in original.

Yours faithfully,
Sd/-

Dated:

Name and Designation of Officer
On behalf of the PNGRB
Official Seal
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Acceptance of the G-rgnt of Authorization

| / We hereby accept the grant of authorization issu.ed by the PNGRB vide letter ref.
<___>dated <___> and agree to comply with all the terms and conditions subject to
which I/ We have been granted the authorization for laying, building, operating or
expanding city or Iocél natural gas distribution in the authorized area of in
the State or the Union Territory of

Date:
Place:

“ Signature of the Entity or Authorized Signatory
Name and Official Seal
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Schedule-E .
[see regulation 13 (7)]

Quarterly submission of data by authorized entity

A. The data and information reguired to be submitted by the entity in the following
form shall be analyzed by the Board by comparing the —

(1)actual progress made by the entity versus the physical and financial
targets, identified in its DFR;

{2)actual number of domestic customers connected by PNG versus the
numbers committed in the bid or as fixed by the Board for the entities
auihorized by the Central Government before the appointed day or for the
entities laying, building, operating or expanding the CGD network before
the appointed day and authorized by the Board in case such entities have
sought exclusivity; and

(3)inch-kilometer of steel pipeline actually ‘aid versus that committed in the bid
cr as fixed by the Board for the entities authorized by the Central
(sovernment before the appointed day or for the entities laying, building,
operating or expanding the CGD network before the appointed day and

authorized by the Board in case such entities have sought exclusivity.

B Monitoring of the progress shall be taken up by the Board on a quarterly basis
and the notice of deviations and shortfalls, if any, shalt be sent to the entity on
an annual basis for a prompt resolution. In case of any delay in meeting the
yearly commitments within the notice period or in case of repeated violations,
the entity mav fac:: the consequences specified under reguiation 16 of the
Petroleum ard Natural Gas Regulatory Board (Authorizing Entities to Lay,
Build, Orerate or Expand City or Local Natural Gas Distribution Networks)
Reguiations, 2008 or uncier requiation 10 of the Petroleum and Natural Gas
Regulatory Board (Exclusivity for City or Local Natural Gas Distribution
Network) Regulations, 2008, or both.
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Name of Authorized Entity

Project Name

Date of grant of authorization

Date of commencement of operations

mololml>»

Details of composition of the ownership of
the entity (please give details of
variations, if any, since the date of
authorization)

Self certification by the entity in terms of
its compliance with the requirements of
regulation 14 (7) of the Petroleum and
Natural Gas  Reguiatory  Board
(Authorizing Entities to Lay, Buiid,
Operate or Expand City or Local Natural
Gas Distribution Networks) Regulations,
2008. .

Note:

The Board reserves the right to seek any
information or data from the entity, as it
may deem to be fit, to satisfy itself to the
compiiance by the entity.

Financial details (in Rs. Million)

Capital investment

(a) Fixed Assets

Opening balance

Direct additions

Transfer from CWIP

Deletions, if any

Closing balance

(b) Capital Work-in-progress (CWIP)

Opening balance

Additions

Transfer to fixed assets

Deletions, if any

Closing balance

Operating Expenses

(a) Consumabies and chemicals

(b) Utilities - Power and Fuel
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(C‘) Salaries

(d) Repair and Maintenance

(e) General administrative expenses

() Insurance

{g) Any other expenses (to be detailed)

Financiai Expenses

(a) Interest on working capital borrowings

(WCB)

(b} interest on term loans

Depreciation

Revenue Earned

(a) Network tariff

{b) Compression charge for CNG

(c) Marketing of natural gas

(d) Other Income - interest, etc.

Loans Status

(a) Term Loans

Opening

Added

Repaid

Closing

(Provide details of each loan - interest
rate, moratorium period, term, terms
and conditions, etc.)

(b) Working capital loans

Opening

Added

Repaid

Closing

—

(Provide details of each loan - interest
rate, moratorium period, term, terms
and conditions, etc.)

Network Tariff and Compression Charges

for CNG Charged

CNG (Rs./ Kg)

Network tariff (Rs./ MMBTU)

Physical details |
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1

Quantity of gas transported in the CGD
network

CNG (in Kg)

Residential (in MMBTU and SCM)

Commercial (in MMBTU and in SCM)

Industrial (in MMBTU and SCM)

Average heat value of natural gas (in
MMBTU/ SCM)

Number of customers oonnected with
PNG supplies

Domestic

1 Commercial

Industrial

Note: '
In respect of PNG domestic customers-

a. Actual to be compared with the
number committed in the bid or fixed
by the Board.

b. Action plan of the entity to rectify the
shortfall, if any in the next period.

Inch Kilometer of steel pipeline

Tilt {ast quarter

Laid and built in the current quarter

Length as at the end of the quarter

Note:

a. Actuai . inch-kilometer to be
compared with that committed in
the bid or as fixed by the Board.

b. Action plan of the entity to rectify
the shortfall, if any in the next
period. |

Pipeline length (in Kilometers).

Till last quarter

Laid and built in the current quarter

Length as at the end of the quarter

(Provide details for all types of pipelines
based on material (steel or PE), diameter,
pressure rating, etc.).

Online compression capacity (in cubic

meters and number of  online
COMPpressors).

Till last quarter

Added now
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Total as on date |

CNG dispensing stations of the entity (in
cubic meter of dispensing capacity and
number).

Till last quarter

Added now

Total as on date

(To be indicated against each type of
CNG stations - mother, online and
daughter booster stations, etc.).

Project completion status (physical
progress and financial commitment in
percentage terms) as per approved

schedule. Please provide details for eacti |
activity as per the approved time schedule
to the grant of authorization and reasons
for deviation, if any. i

CNG Vehicles conversion |

|

Provide details of number of vehicles (commearcial vehicles, taxis, Auto-
rickshaws, private cars, buses, etc.) converted into CNG during the quarter.

10

Any other information or data as may be prescribed by the Board or may be

considered relevant by the entity.

Date:

Place:

Note:

The Information and data in the above form should be certifi

Signature of the Entity or Authorized signatory

Accountant.

Name and official Seal

ed by a Chartered
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Schedule-F
[see regulation 15 (1)]
Quality of Service Standards

General.

The purpose of specifying the quality of service standards is to specify the minimum'
level of performance expected of the entity in laying, building, operating.or expanding
the CGD network in terms of service to be provided to the customers and other
entities. In order to enable the entity to satisfactorily comply with the quality of service
standards, other stakeholders, like, customers and other entities are also expected to |
diligently fulfill certain minimum responsibilities. While the authorized entity shall have
to mandatorily comply with the quality of service standards, it may widely advertise the
minimum res'ponsibilitiés expected of the customers and other entities and also
incorporate the same suitably in the contracts. The quality of service standards are
indicated below:-

1. System upkeep and customer classification.
(1) Entity’s responsibility:
a) to ensure upkeep of the system as per the technical standards, .
specifications including safety standards specified under the relevant

regulations for technical standards and specifications, including safety
standards at all points of time;

b) to ensure that the type of customers are classified in terms of prioritization
for use of line pack volumes and the order of restoration of supplies in case

of disruption or interruption in the CGD network as per the following order of
priority: '

i) domestic PNG customers,

1036 GIoB—18
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i) essential services (hospitals, clinics, milk supplies, etc.),
i) CNG customers, and

iv} Others

- The contracts with the customers should accordingly contain a specific clause
on dealing with interruptibility in natural gas supplies;

¢) to maintain the quality of natural as in the CGD network as per the technical
standards, specifications and safety standards in the relevant regulations for
technical standards and specifications, including safety standards.

(2) Customer’s responsibility:

a) to ensure safety of equipment and facilities provided by the entity within the
premises:;

b) to clearly state the purpose of gas usage and ensure use against the same
connection,

2. Requestfor connection.
(1) Entity’s responsibility:
a) to publish in newspaper and its official website, the roll-out plan for laying,
building, operating or expanding the CGD network within the authorized

area after authorization for the information of the general public:

b) to provide connectivity promptly provided the premises of the customer
including the route have the necessary safety and statutory clearances;
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¢) to explain the terms and conditions of the standard contract to the all '
‘categories of customers;

d) to select safe and best possible routa to provide connection;
e) to ensure every consumption point is inistalied with a meter,

f) in case of own reticulated syster {in terms of pipelines and metering unit)
for all the buildings within the colony or an area, to ensure that the internal
pipeline network and equipmests comply with the technicai standards,
specifications and safety standards as specified in the relevant regulations
for technical standards and specifications, including safety standards before
supply'ing PNG. In such a case, the entity shall not take any interest-free
security deposit from the customers or charge any network tariff for Last
Mile Connectivity.

(2) Customer’s responsibility:

a) to inform the entity of any change in residential status or the ownership

- status;

b) to take prior permission of the entity, if any changes are required to be
made in the area in the premises having the installation;

¢) to make necessary payment of deposit and sign the contract;

d) to be responsible for any civil work required for the safety of the pipelines,
piping or other facilities and equipments installed by the entity within
customer's premises and not tamper with the same.

3. Metering and billing.

(1) Entity’s responsibility:
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a) responsible for installation of the metering equipment at a location which is
easily accessible, and the operation, maintenance, inspection, calibration,

checking and replacement or removal of the metering equipment;
b) to publish specifications of the metering equipment for public knowledge;

¢) to raise bill for supply of natural gas as per the terms and conditions of the
contract, indicating the network tariff for common infrastructure and for the
last mile connectivity, if applicable. The bill should also contain customer
name and address, serial number, volume (in MMBTU), price (in Rs./
MMBTU), taxes/ levies, amount, due date, etc;

d) to raise bill for supply of CNG on the entity for dispensing by the latter by
separately indicating the network tariff and compression charge for CNG.
The bill should also contain customer name and address, serial number,
volume (in Kilogram), price, taxes or levies, amount, due date, etc. The

dispensing equipment should be capable of converting heat value in to Kg.;
e) to publicize any price changes or change in metering related activities;
f) to ensure correct billing;

g) to ensure authorized representatives with proper identification visit the

customer’s unit or premises for meter reading on pre-specified days.
(2) Customer's responsibility:

a) to report about any burnt or damaged meter, piping, equipment or facility or
non-reading of meter to the entity immediately;
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b) to allow access to the metering unit on meter reading days or during the
installation or maintenance or repairs to the equipment and facilities provided
by the entity;

¢) to ensure payment of dues within specified time.

4. Disconnection of supply.
(1) Entity’s responsibility:
é) give proper notice explaining in detail the reason before disconnection;
b) ensure in;mediate disconnection, if proving hazardous to public safety;
5. Network interruptions.
(1) Entity’s responsibility:

a) give due notice to customers for planned maintenance;

b) ensure the earliest possible network resumption after interruption; and

¢) ensure prompt recovery from unplanned _network interruptions;

(2) Customer's responsibility:
a) inform the entity at the earliest regarding any leakages, broken pipes, etc.;
6. Emergency response handling.
(1) Entity’s responsibility:

a) to ensure in-position of the emergency response plan to -
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i) handle emergencies in co-ordination with the police, fire department,
local administration and hospitals;

i) ensure 24 X 7 manning of emergency cell for handling emergencies;

i) put-in place a clear responsibility chart depicting roles for individuals
| in the times of emergency.

b) ensure availability of disaster management plan, a copy of which should be .
made available to the Board as well as the local administration.

_(2) Customer’s responsibility:
a) inform the entity of any potentially hazardous situation at the earliest:

b} help the entity’s personnel to contain the emergency situation, if required.
7. Information disclosure and customer awareness.

(1) Entity’s responsibility:

a) to provide on request information about the route of pipeline, pipéline
capacities and specifications, like, pressure, calorific value of natural gas,
eic.,

b) to educate the customers through customer awareness campaigns on-

[)  appropriateness of burner configuration of the appliance in getting
best results from usage of natural gas;

i} approved make of CNG kit and storage cylinder, list of authorized -
agencies for instaling CNG kit and storage cylinder, safety

procedures, proper upkeep and maintenance, regular hydro-testing of
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cylinders as per Petroleum Explosive Safety Organization (PESO)
norms, etc.

8. Customer handling.
(1) Entity‘s responsibility:

a) to advertise toll-free emergency contact numbers and customer care numbers
with facility to automatically upgrade the unsettled Customer grievances or
complaints to the appropriate supervisory level

b) establish a comprehensive customer care system and software to help

provide better service to customers. The software should be equipped to
handle-

i)  Customer complaints:
i)  Customer requests;
iii)  Docket number to customers:

iv)  Tracking the progress of request or complaint.

¢) to set-up bill acceptance centers.
9. Maintain database.
Entity’s responsibility:

to maintain a credible database management system to handle the data

requirements of the Board and also the record of customer complaints received
and action taken on the same.

10. Other.

The entity shall continuously endeavour to facilitate increased availability of CNG

kits by coordinating with reputed original equipment manufacturers besides also to
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iiaise with the Government or other development agencies to facilitate setting-up of
approved workshops for fitting of CNG kits and periodical testing and certification
of the CNG storage cylinders in the authorized area so as to facilitate-

a) reduction in cost of CNG Kit and the installation cost of the kit and the storage

cylinders;
b) customer satisfaction;

c) serviceability of the CNG kit and storage cylinder.
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Scheduie G
[see regulation 16 (1) (d)]

Procedure for the termination of grant of authorization of CGD network

The procedure for implementing the termination of the authorization of the entity to
lay, build, operate or expand a CGD network following default by the entity as per

the provisions of regulation 16 of the Petroleum and Natural Gas Regulatory Board

(Authorizing Entities to Lay, Build, Operate or Expand City or Local Natural Gas
Distribution Networks) Reguiations, 2008, is as under:

1. On approval of termination of the authorization by the Board, the entity shall be
required to submit a detailed statement of the ongoing activities in the CGD
network, investments, liabilities and such other information as may be directed
by the Board within a period of thirty days from the date of receipt of notice of
termination by the entity,

2. The authorized entity shalt be required to continue the operations of the CGD
network at the same level till such time another agency or entity, as per the
decision of the Board, takes over the full control of the CGD network. The

Board reserves the right to appoint any other entity or agency to manage and
operate the CGD network till such period of time and on such terms and
conditions, as it may deem fit;

3. The Board may, in any manner as it deems fit including through an issue of an
advertisement, invite expression of interest or bids from entities interested in
taking over the management and operation of the CGD network;

4. On receipt of expression of interest or bids, as the case 'may be, the Board may
take an appropriate view on the procedure for evaluation and subsequent grant
of authorization and an entity shall be selected to take over the operations of
the CGD network from the defaulting entity;

5. The defaulting ehtity shall have to provide an undertaking to indemnify the
newly authorized entity for any liability which may arise later as a result of its
past actions; '

1036 G1/08—19
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Schedule H
[see regulation 17 (1))

Information to be provided for CGD network authorized by Central Government before
the appointed day

To,

The Secretary,

Petroleum and Natural Gas Regulatory Board,
Ist Floor, World Trade Centre

Babar Lane, Connaught Place,

New Delhi — 110 001.

Sub: Information in respect of CGD network in the city or area of
in the State or the Union

Territory of

(Attach separate sheets for providing information wherever necessary)
Part-| — General details of the entity and technical details of the project

1 Details of the entity |
A Name of the entity | 1‘
B Type of firm — Public limited

company / Private limited company /
Partnership firm / Proprietorship firm |
/ Others (please specify attaching the
copy of the articles of association,
partnership deed, etc. as the case

maybe.

B Date of incorporation and date of
commencement of business.

C Address of registered office.

D Name, addresses, telephone

numbers, e-mail |D of all directors /
partners / proprietor (please provide
full details with STD Code and Pin
Code). _

E Full particulars of the authorization
granted by the Central Government :
for laying, building, operating or
expanding the CGD network before
the appointed day. Details of NOCs/,
clearances, etc. considered relevant
by the entity to be provided. (copies
of the authorization and other:
documents to be enclosed).
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Financial Details

2
A

Share capital / Proprietor's own
funds :

B

Loans — amount, tenure, moratorium
period, rate of interest, taken from
and asset morigaged or

hypothecated for securing the same,

if any.

Reserves, if any

Fixed Assets

Current Assets

Current Liabilities

Sales Tumover

T|@(MmMOoG

Profit After Tax

(Attach copies of audited Froit and
Loss Account and Balance Sheet for
the last three financial years) - in
case the entity is a subsidiary
company, copies of the audited Profit
and Loss Account and Balance
Sheet for the last three financial
years of the parent company to be
attached

Business activities of the entity

|

Original cost and WDV of assets
along with year of commissioning,
detailed break-up of the operating
costs, unit network tariff customer-
category wise, average unit
compression charge for CNG,
average unit transportation cost of
cascade mounted CNG systems and
retail selling price charged from each
category of customers during the last
three years, etc.

Details of technical or operational tie-
up or collaboration with any other
entity for laying, building, operating
or expanding of CGD network

Details of other business, if any,
being carried out by the promoters
for the last three years

| Ownership and affiliate details

Details of promoters

Wi |

Details of affiliates of the entity
mentioning the business relationship
(“‘Affiliate” means as defined in the
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relevant regulations for affiliate code
of conduct).

The entity undertakes to produce all
relevant records and documents of
itself and its related entities on
demand by the Board.

Yes / No

Is the entity a company registered
under Companies Act, 19567

Yes / No

ts the entity promoted by company'
registered under Companies Act,
19567

Yes / No

The entity undertakes to become a
company, in case it is not a company
at the time of providing the
information  herein, under the
Companies Act, 1956 on grant of
exclusivity under the Petroleum and |
Natural Gas Regulatory Board
(Exclusivity for City or Local Natural |
Gas Distribution Networks) |
Regulations, 2008.

i
n

Yes / No

Technical details of the CGD network l
Name of the CGD network ;

W(x |

Wards in the municipalites and
charge area identified by the entity
for the CGD network along with a
physical map indicating all the
existing and proposed facilities

Technical specifications of the
existing infrastructure in the CGD
network, comparison with projections |
in the DFR and reasons for variation, .
(Attach copy of the feasibility report
and provide full details regarding
pipelines design pressure, diameter,
thickness, class, etc., area of the
CGD network, route, pipeline
corrosion protection arrangements,
city gate stations, main block valves, -
isolation valves, emergency
shutdown valves, odourization
facilities, metering arrangements,
CNG infrastructure, HSE measures, '
etc.

Development plan envisaged for the
project - design & installed capacity
of the CGD network along with |
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details of phased-out capital
expenditure plans including the time-
lines and the projected dates of
commencement of operations phase-
wise. Complete details of the
activities and targets associated with
the completion of the Project to be
enclosed.

Year-wise growth achieved in
physical infrastructure along with
value till the appointed day. Details of
number, length and type of pipelines
laid and number and type of
connections provided to customers
and CNG infrastructure in terms of
online compression capacity and
number and dispensing facilities
along with allied infrastructure in
existence to be provided.

i) Volume of natural gas transported
in the CGD network and sold
(Customer category-wise including
CNG) during the period till the
appointed day.

1 ii) Reasons for variations in actual
volumes transported and sold
versus the projections in the DFR.

i) Volume of natural gas proposed to
be transported and sold on an
annual basis during the rest of the
economic life of the project for
each category of customer.

Also, give details of customer tie-up, if

any.

Volumes to be indicated in SCM (or in
Kg in case of CNG). The conversion
factors for conversion of volume or
weight of natural gas or CNG into
MMBTU to be provided.

Number of customers connected by
PNG category-wise and year-wise and
reasons for variation with the
projections in the DFR

Sources of supply of natural gas and
capacity tie-up with the entity owning
and operating natural gas pipeline
including existing or any proposed
connectivity. Details of the natural gas
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source tie-up to be provided phase- |
wise. Please enclose copies of the
gas purchase-sale agreement or
Memorandum of understanding or
Heads of Agreement, as the case
maybe.

Demand assessment over the
economic life of project — estimated
yearly demand for each category of
custcmers.

Time schedule for phase-wise
completion of the project from the date
of commencement of operations.
(Complete details of all the activities
associated with the completion of the
project to be provided separately)

Whether the State, in whose
jurisdiction the CGD network is
located, has enacted any legislation or
taken any administrative action to
promote the use of natural gas in the
said city or area? If the reply to the
question is yes, then, provide copy of
the said enactment or the
administrative order.

Yes / No

Are all applicable technical standards,
specifications including safety
standards under the relevant
regulations for technical standards
and specifications, including safety
standards been considered and
complied with while designing, laying,
building, expanding or operating the
CGD network? Provide details.

Attach copy of the Disaster
Management Plan in place.

Is the project entitled to any subsidy or
entitted for any exemption or
deferment or waiver of any statutory
levy from the Central or the State
Governments? If yes, give complete |
details indicating the vyear-wise
utilization plan of the entity.

Yes / No

Has the entity availed any period of .
exclusivity for laying, building,
operating or expanding the CGD
network till the appointed day?

Details of approved capital ;

expenditure plans? What is the
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percentage of year-wise actual capital
expenditure during the last three years
to the projected capital expenditure in
the DFR and reasons for variation, if
any?

(The data is required to be provided
for last three financial years and for
the period till the appointed day)

Part-ll:

Any other subm_ission considered as relevant by the entity

Part-lIl:

Detailed justifications for seeking exclusivity for laying, building, operation
or expansion of CGD network under the Petroleum and Natural Gas
Regulatory Board (Exclusivity for City or Local Natural Gas Distribution
Networks) Regulations, 2008. (see note below)

Justification for seeking exclusivity in
laying, building or expansion of the
CGD network. Please indicate the
period of exclusivity sought. Data,
analysis - and documents in support of
the argument may be provided as
attachments.

Justification for seeking exclusivity in
terms of seeking exemption from the
purview of common carrier. and
contract carrier. Please indicate the
period for which the exemption is
sought.

-do-

Note:

E.

1) In case the entity applies for exclusivity under the Petroleum and Natural Gas
Regulatory Board (Exclusivity for City or Local Natural Gas Distribution
Networks) Regulations, 2008 and the Board grants the exclusivity, the targets
to be achieved by the entity shall be as fixed by the Board in terms of the
clause (b} of sub-regulation (1} of regulation 8 under the Petroleum and Natural
Gas Regulatory Board (Exclusivity for City or Local Natural Gas Distribution
Networks) Regulations, 2008; and

2) The Board shall monitor the actual progress against the targets fixed for the
entity, on a quarterly basis, and take further action in case of any deviation or
shortfall determined on an annual basis in the manner as indicated in Schedule

DECLARATION

1. Certified that the above information is true to the best of my / our knowledge and

belief and the information and data given in the Annexure and statements are
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correct, complete and truly stated, and if any statement made herein is found to be
incorrect, | / We shall be liable for proceeding and for punishment under the
provisions of the Act.

2. I/ we also undertake to provide any further information or data as may be required
by the Board within the stipulated time.

Date:
Place:

Name and Signature of Authorized Signatory
Official Seal

Instructions for providing information:

1. All entries in the form and annexed documents should be legible with no cuttings.

2. Details requiring separate statement shall be provided giving clear reference of the
point against which the same is being attached.

3. All pages of the information format and all annexure, statements, etc need to be
serially numbered and initialed by the person or official authorized by the applying
entity through a notarized Power of Attorney.

4. Any information or data filled in the information format needs to be substantiated
by attaching relevant proof of the same.

5. The information format is required to be submitted in five copies with all the
enclosures in addition to the original.

6. Incomplete information format is liable to be summarily rejected.



o (&8 3() ] R T AT : STETHR 153

- Schedule |
[see regulation 18 (1)]

Application for grant of authorizétion for CGD network to entities not authorized by
Central Government

To, bl

The Secretary,

Petroleum and Natural Gas Regulatory Board,
Ist Floor, World Trade Centre

Babar Lane, Connaught Place,

New Dethi — 110 001.

Sub: Application for grant of authorization for City or Local Natural Gas Distribution
project in the city of : in the State
or the Union Territory of

(Attach separate sheets for providing information wherever necessary)
General details of the entity and technical details of the project

1 Details of the entity
A | Nameofthe Entity
B Type of firm — Public limited company /

Private limited company / Partnership
firm / Proprietorship firm / Others
attaching the copy of articles of
association, Partnership deed, etc. if

: - any. .
C Date of incorporation and date of
commencement of business.
D Address of registered office.
E Names, addresses, telephone

numbers, e-mail ID of all directors /
partners / proprietor (please provide
full detaits with STD Code and Pin
Code}.

2 [ information/ data to be provided by the

entity in support of the eligibility criteria

as specified under sub-regulation (2)

of regulation 18.

A Non-refundable application fee under Rs. < >
regulation 5 (6)(a) ’

Demand draft or pay order

Demand draft or pay order no. & date

Name of issuing bank and branch

B Entity is technically capabie of laying

and building CGD Network

Documentary evidence in_support of

1038 GI/08—20
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the technical capability of the entity in |

terms of the qualifying criteria under
regulation 5 (6} (b) (i) to (iv) to be
attached.

Entity is technically capable of
operating and maintaining a CGD
Network.

Documentary evidence in support of
the technical capability of the entity in
terms of the qualifying criteria under
regulation 5 (6) (¢} (i} to (iv) to be
attached.

Entity agrees to abide by the relevant
regulations for technical standards and
specifications, including safety |
standards.

Yes/ No

Entity has adequate financial strength
to execute the proposed CGD project,
operate and maintain the same in the
authorized area and meets the
financial criterion in terms of having a
minimum combined net worth as |
specified under regulation 5 (6) ().

Note:

Ali  documents in support of the
calculations of the minimum combined
net worth duly cenrtified by a Chartered
Accountant to be attached.

Has any penalty been imposed on the
entity under section 28 or punished
under Chapter IX of the Act? In case
the answer is yes, please submit full
details.

Yes/ No

Copies of all the necessary statutory
clearances, permissions and no
objection certificates obtained by the
entity from the Central and State
Governments and other statutory
authorities as applicable for the
proposed CGD project to be attached.

In case entity is not registered as a
company under the Companies Act, |
1956, the entity undertakes to become
a company registered under the
Companies Act, 1956 on grant of
authorization. Full details of the
promoters of the entity to be provided.

Yes/ No
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Note:
In case the entity seeks an exemption
from registering under the Companies
Act, 1956, detalled justifications shal

be submitted to the Board.

Details on Financial and Physical
progress

D

Copy of the approved DFR of the
~ project to be attached.

Note:

The entity shall alsc encloss the
documentary proof of tha tomal
approval of the DFR cf i ¢ project
by its management.

Has the DFR of the proposed
CGD project for which
authorization is being sought been
appraised by any financial
institution?

Yes/ No

i)

Does the DFR of the proposed
CGD  project  specify the
geographical area proposed to be
covered? In case the answer is
yes, please specify the size of the
geographic area proposed and
also enclose the map depicting the
same.

Yes/ No

Details in the DFR in terms of
year-wise coverage of PNG|
domestic connections and CNG
compression facilities

Extent of physical progress in
laying and building the proposed
CGD network achieved by the
entity tili the day immediately
before the appointed day as
against the total physical activities
proposed in the DFR.

Note:

The onus of proving the physical
progress actually made by the entity
lies with the entity and the entity
shalt submit all  necessary
documentary proofs in support. -

<in percentage terms>

vi)

Extent of financial commitment
actually made by the entity in _the

<in percentage terms>
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proposed CGD network till the day
immediately before the appointed
day as against the estimated capital
expenditure identified in the DFR.

Note:

The onus of proving the financial
commitment actually made by the
entity lies with the entity and the
entity shall submit all necessary
documentary proofs in support.

Arrangements for erecting the CGS

i)

Has the entity arranged the fand by
way of acquisition or lease for
erecting the proposed CGS? if yes,
please submit the documentary
proof.

Yes/ No

Whether the necessary equipment
for erecting the CGS already
procured? If yes, please submit
documentary proofs.

Yes/ No

Entity shall enclose the copies of the
internal procedures and guidelines as
approved by its  management
prescribing the basis of compliance by
the entity to any technicaj standards,
specifications, including safety
standards and the quality of service to
customers, if any.

Entity shall enclose copies of the |

agreement in support of having made

firm arrangements for supply of

natural gas to meet the demand in the
proposed CGD network.

Any other information or data including

any documentary proof considered

relevant by the entity for consideration
of the Board or as may be specified by
the Board shall also be provided.

Financial details

Share capital / Proprietor's own funds

o X |

Loans — amount, tenure, moratorium

period, rate of interest, taken from and
asset mortgaged or hypothecated for
securing the same, if any.

Reserves, if any

Fixed Assets

Current Assets

MO

Current Liabilities
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G

‘Sales Turnover

H

Profit after Tax

(Attach copies of audited Profit & Loss

Account and Balance Sheet for last |-

three financial years) - In case entity is
a subsidiary company, copies of
audited Profit and Loss Account and
Balance Sheet for last three financial
years of the parent company to be

- attached.

Business Activities of the entity

p- 10 -3

Original cost and WDV of assets along
with year of commissioning, detailed

break-up of the operating costs, unit [

network tariff customer category wise,
average unit compression charge for
CNG, average unit transportation cost
of cascade mounted CNG systems
and retail selling price charged from
each category of customers durmg the.
last three years, etc.

Details of other business, if any, being
carried out by the promoters for the
last three years.

Ownership and affiliate details

Details of promoters

@3> ||

Details of all affiliates of the entity
mentioning the business relationship
between the entity and “Affiliate”
means as defined in the relevant
regulations . for. affiliate code of
conduct.

The entity undertakes to produce all
relevant records and documents of
itself and its related: entltles on
demand by the Board.

Yes / No

The entity undertakes to abide by the
relevant regulations for affiliate code
of conduct.

Yes /No

Technical details of the CGD Network

Name of the CGD network

(3>

Wards in the municipalities and charge
area identified by the entfity for the
CGD network alongwith a physical
map indicating all the existing. and
proposed facilities.
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Technical specifications of the existing |
infrastructure and a comparison with !
that projected in the DFR and reascns
for variation, if any.

Indicate full details regarding the
pipelines design pressure, diameter,
thickness, class, etc., area of the CGD
network, route details, pipeline
corrosion  protection arrangements,
city gate stations, main block valves,
tsolation valves, emergency shutdown
valves, odourization facilities,
metering arrangements, CNG
stations, HSE measures, etc.

Development Plan envisaged for the
project - design and installed capacity :
of the CGD network along with details !
of phased-out capital expenditure
plans including the time-lines and the
projected dates of commencement of
operations phase-wise. Compiete
details of the activities and targets
assoctated with the completicn of the
project to be enclosed.

Year-wise growth achieved in physical :
infrastructure along with value. Details ;
of number, length and type of
pipelines faid and number of
connections custorner over their types
and CNG infrastructure in terms of
online compression capacity and
number of dispensing facilities along
with allied infrastructure in existence
to be provided. Gross and Net block
value to be indicated over each asset-
head.

i) Volume of natural gas transported

in the CGD network and sold
customer category-wise, including
CNG during last year-years till the :
appointed day.

i) Reasons for wvariations in actual
volumes transported and sold
versus the projections in the DFR.

iy Volume of natural gas proposed to
be transported and sold on an
annuai basis during the rest of the

economic iife of the project for each
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category of customer.
Also, give details of customer tie-up, if
any.

Volumes to be indicated in MMBTU and
also in SCM for PNG and in Kg for CNG.
The conversion factors for conversion of
volume or weight of natural gas or CNG
into MMBTU to be provided.

Number of customers provided with PNG
connection category-wise and year-wise
and reasons for variation with the
projections in the DFR, if any.

Capacity tie-up with the entity owning
and operating natural gas pipeline
including  existing and  proposed
connectivity.

Demand assessment over the economic
life of the project — estimated yearly
demand for each category of customer.

Time schedule for phase wise
completion of the project from the date
of commencement of operations.

Complete details of ail the activities
associated with the completion of the
project to be provided separately.

Whether the State, in whose jurisdiction
the CGD network is located, has
enacted any legislation or taken any
administrative action to promote the use
of natural gas in the said city? If the
reply to the question is yes, then provide
cooy of the said enactment or the
adininistrative order.

Yes/ No

Whether applicable technical
standards, specifications  including
safety standards under the relevant
regulations for technical standards and
specifications, including safety
standards been considered and
“complied with while designing, laying,
building, operating and expanding the
CG[ network? Provide details.

Copy of Disaster Management Plan to
be atiached. '

Is the project entitled to any subsidy,
tax waiver or exemption or deferment

Yes / No

from the Central or State Government?
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If yes, give details.

O Has the entity availed any period of
exclusivity for laying, build, operate or
expand the existing CGD network?

P Details of approved capital expenditure

plans? What is the percentage of year-
wise actual capital expenditure to the
projected capital expenditure in the
DFR during the last three years and
reasons for variation, if any?

Part-ll:  Any other submission considered as relevant by the entity with regards to
the application for grant of authorization for CGD network by the Board

|

Part-ill: Detailed justifications for seeking exclusivity for laying, building, operation or
expansion of CGD network under the Petroleum and Natural Gas
Regulatory Board (Exclusivity for City or Local Natural Gas Distribution
Networks) Regulations, 2008. (see note below)

A

Justification for seeking exclusivity in
laying, building or expansion of the
CGD network. Please indicate the
period of exclusivity sought.

| Data, analysis and documents
in support may be provided

Justification for seeking exclusivity in
terms of seeking exemption from the
purview of common carrier and contract
carrier. Please indicate the period for
which the exemption is sought.

-do-

Note:

1) In case the entity applies for exclusivity under the Petroleum and Natural Gas
Regulatory Board (Exclusivity for City or Local Natural Gas Distribution
Networks) Regulations, 2008 and the Board grants the exclusivity, the targets
to be achieved by the entity shall be as fixed by the Board in terms of the
clause (b} of sub-regulation (1} of regulation 8 under the Petroleum and
Natural Gas Regulatory Board (Exclusivity for City or Local Natural Gas
Distribution Networks) Regulations, 2008: and

2) The Board shail monitor the actual progress against the targets fixed for the
entity, on a quarterly basis, and take further action in case of any deviation or
shortfall determined on an annual basis in the manner as indicated in
Schedule E.

DECLARATION

1. Certified that the above information is true to the best of my / our knowledge and

belief and the information given as Annexure and statements accompanying this

abplication are correct, complete and truly stated, and if any statement made
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herein is found to be incorrect, the apphcatlon shall be rejected, the apphcatlon fee'

shall be forfeited and | / We shall be liable for proceeding and for punishment
under the provisions of the Act.

2. |/ We also undertake to furnish a Performance Bond, which may be prescnbed by
the Board.

3. 1/ We cartify that this is the only application submitted and Tio other application
has been of is being separately submitted for this city or geographic area.

Pl_aqe :

Name and Signature of entlty or authonzed slgnatory
_ Oﬁiclal seal

{. Al entries in the form and annexed documents should be legible with no cuttings. |

2. Details requiring separate statement may be provided giviig clear referonee of the
point against which the same is being atta,ched _

3. All pages of the application form and all annexure, statements, etc need to be
lnmaled by the person or official authorized by the applying : entity through a
notarized Power of Attorney.

4. Any information and data filled in the application form needs to be substantiated
by attaching relevant proof of the same. |

5. The entity is required to submit five ooples of the appﬁcation with all the
enclosures in addition to the original. '

6. Incomplete application is liable to be summarily rejected.

1036 GLO8—21
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Schedule J Lo
[see clause 13 (c) of the form of grant of authorization in Schedule D]

Service Obiigations of an Entity

1. General.

a) The entity shall obtain all statutory permits, clearances and approvals from the
concerned approving authorities and shall at all times ensure the validity of said
permits, clearances and approvals.

b} During the continuance of the authorization, the entity shall supply natural gas
to the city and its inhabitants in accordance with the terms of this authorization,
charge the approved tariff, not change the domestic PNG price for the end
customers by'more than once in a quarter and abide by the extant rules and
regulations, including such revisions as the case may be.

¢} The entity shali enter into a firm agreement for delivery of natural gas titl the city
gate station for such quantity and period of time, as shall be necessary for
. ensuring an uninterrupted supply in the CGD network.

d) The entity shall put in place appropriate systems and procedures for-
i)  protection of its property;

i) prevention of loss and waste in the operation of the network;

(i} safe operation of network following the technical standards and
specifications including safety standards as notified by the Board;

iv) addition of odorant to natural gas as a safety requirement;
v) undertaking periodic safety awareness campaigns:

vi) sale and distribution of natural gas;



[mu—wsm i TOUSUUNEY : FRMRY, _if3
vu') redmsalofCustomergdovanm. v .

| cx) oxhanslon of tho CGD netwom

- a‘d6cumented copy-of the said sysiems: &mdumshaﬂ be: pmwhd by the
authoried:- entity 10:the Board and' shall widely pablich the same: in-the interest

o _of gonenl public Modsﬁeahons. |f any. suggomd by the Board sha! be oamed

PR
[

_ e) The antlty selhng natural gas to a customar shall:

© i) provide st relevant mmuenmmgamwm-dmupm ot aatura
e gie incloding the tenff fo be:paid for using the CGD: nem-n& other
o -ﬂ-mnrmmmpommmooma; :

i) not exert any undue pressuro on the customer for shllting to nawral gas

iii) not mako any offer for supply of natural gas condibonal on tho Customor
avallmg any non-rogulatod service; and | '

iv) not make any ropresentatnon or statement or glye any angwef or tako any
measure that is false or is likely to mislead a customer.

f) The entity shall enter into oontractw:th msproposed customwnh appropnate
clauses to ensure compliance to the obligations specified in clayse 1d) as well
as with respect to the following:-

) the time period for the validity of the contract; and

i) frequency of billing or smart-card based pre-paid gas supply system ) |

g) The entity shall insure all the assets used in the business of city gas distribution
and the insurance policy, in this regard, shall also cover third party liabilities.
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2. Construction, operation and maintenance.

a) The entity shall not undertake any excavation or related work which shall
distufb or interfere with the surface of the traveled portion of any road or
highway unless a permit for the same has been first obtained from the
approving agencies of the city or local administration and all works
subsequently undertaken by the entity 11p to and including the restoration work
shall be carried out fo the satisfaction of the city or local administration.

b) The entity shall not deviate from the permission granted in clause 2 a) without
the prior approval of the approving agencies of the city or local administration.

c) The entity shall, in the construction, maintenance and operation of the city or
local natural gas distribution cystem, use all reasonable precaution to avoid
damage or injury to any person or property. The entity shall further be liable for
any loss, injury or damage attributed to the negligence of the entity or its agents
and also indemnifies the affected parties.

d) The entity shall establish a centralized control room for monitoring and control
of the CGD network and be responsible for operationatizing the disaster
management system.

e) The entity shall put in place a supply chain management system including
natural gas accounting system.

f) The entity shall furnish on regular basis to the city or local administration, the

) mép including detailed “as built" drawings, accurately depicting the size, depth

and location of pipelines, related equipment, location of marker posts indicating

the route, pipeline gradient, etc. of the CGD network and regularly update the
same for any change, addition or deletion.

g) The entity shall ensure that main pipeline, service pipelines and afl other
associated equipment are installed in such a manner so as not to obstruct or
interfere with the use of a public or private drain, sewer, water pipe,-or other
public utility already installed including street, alley, avenue, road and other



[ 1—weg 3(i) } ST N TR SRR

- 165

h)

»

k)

h

public place in the city and take requisite permissions from the: autherities
concemed.

In the event of the city proposmg to construct, change or repaar any watar main,
sewer, pipe, drain or other pubhc mprovement or change the status of any of
its street, alley, road or public ground which is bemg used by the entlty for its
main pipeline or related equipment, then, the entity shall. be under.an.abligation
toranse.bwerorrelocatoltsfwrmosatltsmexpeme )

mMsMMWmdﬂwMMand

The enhty shall proporly purge. |soiata blmd or dumantla any gas plpelme
segment, equipment elc, whnchusnotmuseforlongﬂmeorhasbeon
abandoned, so as to ensure complete safety and necessary modifications. shall
becamedoutmmemapsanddramngs

The entity shall have proper systems and procedums mdudhg designated
facilities for the purpose of undertaking inspection, testing, calibration. and
repair of meters and equipments efc.

Any other gervice obligation, which the Board shall. specify in. consultation with

m) Put in position the disaster management plan including mutual aid system and

_m&eormmmcyphn.-

3. Services and database to be maintained by the eniity.

a) The entity shail have a curent mailing address and telephone numbars of its

ofﬁoosmﬂm%onzedaraammecnygummmnnemwmbemg
ut-upandopmm ' :

b) The entity shall maintain a database and provide to the Boasd .on request

details of:

i} the customers;
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- i) the contracts with the customers;,

ili)  contract renewal or extension:

iv)  vehicles converted into CNG along with identification details of CNG kit and
~ cylinder instailed in the vehicle.

4. ‘Confidentiality of customer Information.

a) The entity shall not disclose Customer information to any person other than the
- ‘Board without the consent of the Customer in writing except when the
-~ “information has been sufficiently aggregated such that an individual customer's
information cannot be separately identified or where the customer information is

~ required to be disclosed:

i)  for billing or market operation purposes:

iiy  for law enforcement purposes; and

i)  when past due accounts of the customer have been transferred to a debt
collection agency.

b) The entity shall inform customers regarding the conditions described in clause
4 a) under which customer information may be released to a third party without
the customer's consent.

¢) The entity shall not use customer information obtained for a purpose other than
for which it was obtained.

5. Complaints.

a) The entity shall provide the addresses and telephone number of its customer

service centre for lodging of any complaint and widely advertise the same from
time to time.
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b) The entity shall make aft reasonableelfonsmresolvingmeoomplaintsreoemd
in a time bound manner. HESF RN

¢) The entity shall maintain an sutomated system of registering complaints
received, detallsofﬂnacﬁomukenonﬂmeumeandprovideonamomy
o obasie, wmw ﬂnMd‘ b

i;".r o ,:‘ - ‘_.I.1.‘_..'.‘...., - "

e oomplammoomdbymwmtyomfemdtobymaom

i) method and time ofdlsposalofoomplaint;

i) complaint pending for redressal; and

any.

[F. No. S-Admnil/872007:Vok 1 -

PAY TYAGI@QCY-;._ =
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NOTIFICATION

New Delhi, the 19th March, 2008

red by Section 61 of the Petroieum

G.S.R. 197(E).—In exercise of the powers confer
), the Petroleum and Natural Gas

_ral Gas Regulatory Board Act, 2006 (19 of 2008

and Nat
he foliowing regulations, namely ‘—

Regulatory Board hereby makes t

1. Short title and commencement.

ons may be called the Petroleum and Natural Gas Regulatory
riff for City or Local Natural Gas

Charge for CNG) Regulations, 2008.

(1) Thése regulati
Board (Determination of Network Ta
Distribution Networks and Compression

(2) They shall come into forcg ~n the date of their publication in the Official
Gazette.

2. Definitions.

(1) In these regulations, uniess the context otherwise requires,-

(a) “Act’ means the Petroleum and Natural Gas Regulatory Board Act, 2006,

(b) ‘appointed day’ means the date of October 1, 2007 when the Central
Govemment notified the establishment of the Petroleum and Natural Gas

Regulatory Board;

1038 G1/0B—25
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(c) “Board” means the Petrolaum ard Natursi Gas Reguiatory Board

d) “City Gate Station” means the uoint wnere custody trainster of natural gas
h k
from natural gas pipeiine to the sty o ool natural gas distribution

network (hereinafter referred as CGD Metworr) takes place;

(e) “compression charge for CNG' mogns o crarge (excludmg statutory taxes
and levies) in Rs./ Kg for online campression of naturai gas into
compressed natural gas (hereinatter efarretd 1o as CNG) for subsequent

dispensing to consumers in a NG statian

() "Development of & CGD natwork’ msans faying, buiiding, operating or
expanding a CGD network:

(@) "Network tariff" means the weightee aversge unit rate of tarift (excluding
statutory taxes and levies} in rupess ger million British Thermal Units (Rs./
MMBTU) for all the categones of consimers of natural gaz in a CGD

Network;

(2) Words and expressions used arii not defined i these regulations, bur defined
in the Act or in the rules or regulations made thereunder, shali have the
meanings respectively assigned to them in the Agt

3. Application.

(1) These regulations shail apply tc an erity -

(@) authorized by the Central Government for laying, building, operating or
expanding CGD network before the appointed day,
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(b) laying, building, operating or expanding CGD network before the
appointed day and authorized by the Board for such activities under the
Petroleum and Natural Gas Regulatory Board (Authorizing Entities to Lay,
Build, Operate or Expand City or Local Natural Gas Distribution Networks)
Reguiations, 2008.

4. Determination of network tariff and compression charge for CNG.

The network tariff and compression charge for CNG in respect of an entity
covered clause (@) or clause (b) of sub-regulaiion (1) of regulation 3 shall be
determined as per the procedure at Schedule A.

5 Form for data submission for determination of network tariff and

compression charge for CNG.

(1} An entity is obligated to submit to the Board the financial, cost and other data
in the form at Attachment 1 of Schedule A: |

{a) The information referred to in sub-regulation (1) shalf be submitted by an
entity referred to in clause (a) of sub-regulation (1} of regulation 3 within
thirty days of the notification of these regulations;

(b) The information referred to in sub-regulation (7) shall be submitted by an
entity referred to in clause (b} of sub- regulation (1) of regulation 3
alongwith the application seeking grant of authorization under the
Petroleum and Natural Gas Regulatory Board (Authorizing Entities to

Lay, Build, Operate or Expand City or Local Natural Gas Distribution

Networks) Regulations, 2008.

6. Miscellaneous.

If any dispute arises with regards to the interpretation of any of the provisions of
these regulations, the decision of the Board shali be final.
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Schadule A

[see reguiations 3 and 4)

The netwoerk tariff and compression charga for CNG in a CGD network shall be
determined by considering a reasonabie rate of return on nermative level of
capital employed plus a normative level of operating expenses in the CGD
network.

. Financial feasibility.

The entity tc which these regulations apply shall submit all technical, operating,
financiai and cost data of the CGD network or CGD natwork project that may be
required by the Board for determination of the network tariff and compression
charge for CNG.

- Methodology for determination of network tariff and compression charge for
CNG.

The unit rates of network tariff and the compression charge for CNG to be
charged for a peariod shall be the calcutation based on the “Discounted Cash Flow”
(DCF) methodology’ considering the reasonable rate of return as the project's
internal rate of return as specified in clause 3. The parameters relevant to the

Discounted Cash Flow refers to equating the inflows frem the projected revenue earnings out of
network fariff and compression charge for CNG with the oufflows of capital and operating
expenditures over the economic life of the project by discounting these flows at the reasonable
rate of return. The volumes and outfiows are estimated over the economic life which resuits in the
determination of the network tariffs and compression charge for CNG required to be earned by the
project to achieving the reasonable rate of return. :
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applicability of the DCF methodology have been described in detail in clause 4 to
clause 6. -

. Reasonable rate of return.

The reascnable rate of return shall be the rate of return on capital employed equal
to fourteen percent post-tax considering the rate of return on long-term risk-free
Government securities and the need to incentivize investments in creation of CGD
infrastructure. The rate of return on capital employed once applied to a CGD
network shall remain fixed for the entire economic life of the project.

Note:

The pre-tax rate of return on capital employed shall be computed by grossing-up
fourteen percent by the nominal applicable rate of income tax applicable for
corporate assesses as per the provisions of the Income Tax, 1961. '

. Return on total capital employed for network tariff and compression charge
for CNG.

(1) The return on total capital employed shall be determined separately for the
capital employed in -

{a) the common infrastructure in the CGD network (i.e., consisting of the
pipeline from the tap-off point in the natural gas pipeline up to the city
gate station, if any, city gate station, city gate distribution network
consisfing of pipelines, district regulatory station and-distribution related
equipments and facilities, but excluding CNG compression and
dispensation related equipments and facilities) as specified in clause a)



198

Slange O oF aftgohimant v

and

ek

(b}
Byl
.i N
RN
aban, Lgan R a L g [
deterningion o0 e oot on

CRIMDIEESCE dane ait eguih

o the Siine Coiaymessar {or JRT o

P T w4l
GOMOG and nenos Gol 10 e L uns!

- e e T Pt T g
(2) The rsasnosbia ate o gl Gl
determme e isturt o0 ieta! Capid

fife ana the avthonzed &'Tit.?'; I LeC TN

any suimbis manney

(3} The toial Uil D SLivie

R o) BT e
= SRR | :"i‘-'.!pj(.“i':c,'{,

acoumidaiad

projact less

{equal o Mwenty Jave of oDeratm: Doar el
1 B e -
(4) SRR WDt
Of modingation, oF AL feeras i
lower  as required oo h
eCONOMIC IITe 38 per the THHOWIRY Dasi

Depremat.w ISR
the Companics an:

® The basis and o;"r"
specific CGD mabwon e ot L4
transparent : rann

TTRIS BN

s dnde A for

i da, e B’ I STt Y
AAtonn i th

LS bey{'t-r‘:d the

it prodeot over

s NOTTative

sy the

Ay

fPat il-—Sec, 3(1)]

retermination of the

s as specitied n olause (b) of

nuiural gas into

network for

RARR )

NG Land for online

"'i:s-:.:harge valve

caied 1o the activity of dispensing

worelurn on capital empioved.

1 ihe olal capitzs! cmployed o
ts economic

w2 the financing of the project in

{irass Fixed Lssceis in the

Working Capital

Foactual hsonca cost of
fEolanament o improvement

Suard, whichever is

/*\.(\ =%

20 network project over its

and orinciples” that may be

L as specifiad -0 Schedule V to

vay vy deneading upon the
S wiieh *'w Buard may apply in a



(9 I—E"8 3(i)] S &1 ToITH : ST

199

considered as required to create an efficient and robust CGD infrastructure,
namely:-

(a) treatment of an investment in the fixed asset in the determination of total
return on capital employ®d shall be as per the basis indicated in
Attachment 2:

(b} capital costs in similar projects elsewhere in India benchmarked on a "like-

to-like” basis,

(c) appropriateness of the pipeline design and the operating philosophy with
regards to maximum aliowable operating pressure,

(d) optimization of the equipments and facilities {online compressors for CNG
compressors, metering systems, SCADA, fire fighting, etc.) required based
on an assessment of the appropriate available technology;

(e) design parameters of the equipments, like, online compressors for CNG;

(f) assessment of the latest costs of major equipments in the CGD network -
pipelines, online compressors, laying or building costs, project
management consultancy, pre-operative expenditure, etc,

(g) treatment of costs incurred in 'providiné last mile connectivity (LMC, i.e,,
between the riser isolation valve before the metering unit and the
Suraksha hose pipe connecting the burner in the domestic PNG
customer's premises) in the return on capital employed for network tariff
shall be as per the procedure indicated in Attachment 3.
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5. Operating costs,
Operating costs * required in the operation and maintenance of -
1) common infrastructure in the CGD network: and
2} online compressor facilities for compressing natural gas into CNG
shall be computed separately for sub-clause 7} in the determination of network
tariff and for sub-clause clause 2) in the determination of compression charge for
CNG over the economic life, on an actual basis or based on a normative
assessment by the Board, whichever is lower. over the following functional cost
head, namely:-
{i) consumables;
(i} utilities (power, fuel and water);
(iff) salaries and wages:

(iv} repairs and maintenance:

(v) insurance premia on fixed assets (excluding on the value of loss of profit) and
on line-pack volume;

Operating costs are those which are necessary for a proper upkesp and maintenance of a
tangible asset created for operation of the CGD network {(including online comprassors for
CNG) and does not include any financiai cost, iike, interest an loans, bad-dabts, , expenditure
incurred in raising or servicing of capital/ debenture/ bong/ debt, exchanga variation on revenue
account, sales promotion expanses, advartisement expenses (except for inviting tenders), but
includes normal bank charges, bank guarantee charges, LC charges, application fee and bank
charges for bid bond and performance bond required as per the terms of authorization.
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(vi} adfninistrative overheads (to the extent not classifiable under sub-clause (i) to
{v), related and also commensurate to the level of operations in the CGD
network),

(vii) depreciation on fixed assets based on the rates as per Schedule VI to the
Companies Act, 19866;

(viii) miscellaneous income (realizable from a fixed asset included in the return on
total capital empioyed or out of an expense considered as an operating cost,
but does not include Interest income, profit or loss on sale or transfer of any
fixad or other asset), if any, shall be netted from the operating cost.

Note:

Since the cost of land for siting the online compressor is not considered in the
determination of the total return on capital employed for compression charge for
CNG, any land rentals or land lease charges for siting the online compression
facilities shall not be considered as an operating cost for the determination of the

compression charge for CNG.

L

. Volumes to be considered in détermination of unit network tariff and Lnit
compression charge for CNG,

The volume to be used as divisor for the purpose of determination (including for
subsequent review periods) of the ysarly unit network tariff and unit compression
charge for CNG shall be equal to -

a) the actual volume of natural gas (Including the volume of natural gas

tranhpor‘ted by pipeline till the online compressor for CNG) transported in the
CGD netwzik: and

1038 GI/08-—26
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b) actual volume of natural gas compressed as CNG.

Note:

Adjustment for the volume correction required due to actual volumes in a review
period being different than that considered in the divisor in the determination of
unit network tariff or compression charge for CNG shall be carried out on a
prospective basis in the next review period.

. Economic life.

The economic life of the project for the purpose of determination of network tariff
and compression charge for CNG shall be as specified in the Petroleum and
Natural Gas Regulatory Board (Exclusivity for City or Local Natural Gas
Distribution Networks) Regulations, 2008.

. Review of network tariff and compression charge for CNG.

a) review of network tariff and compression charge for CNG shall be carried out
separately during each review period;

b) review period shall normally be a period of five years (commencing from 1st of
April and ending on 31st March of next year) from the end of the fifth year of
the economic life of the project;

¢) the actual performance with respect to the capital and operating costs during
the previous review period shall be monitored against the parameters
identified under clauses 4 and 5 and the variations shall be adjusted in the
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calculations on a prospective basis considering the remaining period of the
economic life of the CGD project,;

d) The Board may, either on its own or on the entity's request, carry out review in
between two tariff review periods, considering-

iy mandatory conversion of vehicles using MS, HSD or any other fuel jnto
CNG fuel to the extent not envisaged earlier and necessitating incremental
investments;

i}y changes in the applicable nominal rate of income tax used for grossing-up
the rate of retum on capital employed;

iy sudden change in any parameter used in the determination of the network
tariff or the compressed charge for CNG,
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Attachment 2 to Schedule A
[see clause 4 (4) (a) of the Schedulg]

Definition of a fixed asset and treatment in the determination of return on total capital

employed for network tariff and compression charge for CNG

The basis of considering fixed assets in a CGD network (including online
compressors and related equipments) in the determination of the return on total

capital employed shall be as per the foliowing norms:-

1) A fixed asset in a CGD network is a tangible asset having a useful operating life of
more than one year and is integrai to the generation of revenues through network
tariff and compression charge for CNG. Investment in securities, goodwill, current
assets, accumulated loss not written-off, work-in-progress, etc. are not fixed

assets.

2) Any change in the historical cost of the fixed asset due to revaluation or
capitalization of losses shall not be considered. However, cost incurred in
improvements, modification or repiacement of any fixed asset shall be considered
in line with the treatment prescribed in the mandatory accounting standards of The

Institute of Chartered Accountants of india.

3) Cost of land purchased and used for putting the facilities essential to the CGD
network {including CGS) shall only be considered. Land for siting Online CNG
Compressors will not be considered. Land purchased for any future use (such as

for CGD expansion requirements) shall be considered only when used.

4) Fixed asset declared as commissioned but not deployed in operations of the CGD
network shall not be considered.
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5) Any change in the value of the fixed asset due to capitalization of interest on loan
(including foreign exchange variation in case of any loan in any foreign currency)
during the pre-commissioning phase of the fixed asset shall be considered
provided such loan was utilized for creation of the said fixed asset only.

B) A fixed asset shall be considered for return on capital employed on a “rolling
basis” till the end of the economic life of the CGD project, provided it is not de-
commissioned on reaching 95% of its original cost. In the terminal year of the
economic life, the depreciated value of the asset shall be treated as a project
inflow in the DCF calculations for network tariff aﬁd compression charge for CNG.

7) Treatment of line-pack volume in pipelines in a CGD network shall be as per the
procedure indicated below:-

a) Assessment of the volume of natural gas required as Line pack in the
pipelines as and when commissioned in the CGD network shall be as
specified in the relevant regulations for technical standards and speciﬁcgtions:
including safety standards.

b) The line pack value of natural gas in pipelines in a CGD network shall be
considered as a non-depreciating fixed asset and included in the total capital
employed for network tariff and shall remain fixed over the economic life of the

project.

¢) The value of the line-pack volume shall be derived by multipiying the volume
of line-pack by the average cost of natural gas at the CGS station at the time
of commissioning of the pipelines in the CGD network.

d) The salvage value of the line pack at the end of the economic life of the
project shall be equal to its value initially assessed and shall be considered as
a project inflow.
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Attachment 3 to Schedule A
[see regulation 3 (2) and clause 4 (4) (g} of the Schedule]

Treatment of costs incurred in last mile connectivity (LMC) in the determination of
: total return on capital employed for network tariff

1. In respect of an entity covered either under regulation 3 (7) {a) or under
regulation 3 (1} (b},

a) the new PNG domestic consumers to be connected by the entity post-
authorization shail not be required to pay the LMC charges upfront and in
such a case, the related facilities and equipment shall be the property of the
entity and eligible for return on tetal capital employed,;

b) if such entity has already provided connectivity to some domestic PNG
customers and upfront collected the LMC charges, the facilities and
equipments, like, regulator, meter, pipe, valves, etc. shall be the property of

the domestic consumer:

Provided that in case the actual cost of providing last mile connectivity to a
PNG domestic customer exceeds the amount collected upfront by the entity
from the PNG domestic customer, then the balance amount (that is, the
difference between the actual cost of providing last mile connectivity and the
amount so collected from the domestic PNG customer) shall be considered for

return on total capital employed;

¢} in order to allow differentiation in the treatment of PNG domestic customers,

the network tariff shall be split over the following charge elements, namely:-

iy network tariff charge for the commeon CGD infrastructure before the pipe

connecting the metering unit;
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iy charge towards last mile connectivity, that is, equipments and facilities
from the pipe connecting the metering unit and onwards upto and
including the suraksha hose pipe connecting the burner;

d) domestic PNG customers who have paid the LMC charge upfront shall be
required to pay only the network tariff charge for the common infrastructure
specified at item i) of sub-clause c). Other domestic PNG customers shall be
required to pay both the charges [that is, for the common infrastructure
mentioned at item i) of sub-clause c) and for the LMC charges mentioned at
item i) of sub-clause c)] through the network tariff, in addition to paying the
interest-free refundable security deposit of up to a maximum of Rs.5,000.

2. Entity may collect refundable interest free security deposit as specified under the
Petroleum and Natural Gas Regulatory Board (Authorizing Entities for Laying,
Building, Operating or Expanding City or Local Natural Gas Distribution
Networks) Regulations, 2008. Such deposit is tdwar_ds the safe-keeping of the
meter and is to be refunded in full to the domestic PNG customer in case of a

_ dis-connection. Further, since the amount collected as interest-free refundable
security deposit shall exist as a liability in the books of accounts of the entity, the
same shall not be reduced from the total capital employed while determining the
network tariff. |
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[PART [1-—SgC. 3(i)]

Attachment |
[see sub-regulation {1} to regutation 5]

PROJECT CAPITAL COST SUMMARY (CAPEX QUTFLOWS)

INR__ FE
Sr. No. |Rescription _Indian Rupees | Foreign Exchange | Total (%)

A |Plant & Machinery

~ 1 |City Gate Station [see Attachment 1 {a)]
2 |Online Compressors [as per Attachment 1 b))

3 _ |City Gas Distribution {as per Attachment 1 ¢)]

Subtotal (A)

B |Engineering Costs

1 Detailed engineering, pracurement, construction, supervision ard
project management

2 |Service tax on above

e . o

C |Owner's Cost, Start-up Expenses
1 Start-up and commissioning expenses

2 |Owner's management expanses

Subtotal (C)

D |Other Costs
1 |Contingencies and escalation

2 |Preliminary and pre-operative expenses

3 lImterest during construction penod and financing charges

4  |Margin money for working capital

___Subtotal (D}

Total (A+B+C+D)

{*} INR + FE Convenrted to INR

Note . Details of assumptions and calculations to be given for ltem D,
Page | 18
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‘Attachment 1 {(a)
[se# sub-regulation (1) to regulation 5]

1. CAPITAL COST OF CITY GATE STATION

Sr. No. {Description INR FE Total {*) Tgchnical Specifications

Land _
1 Cost of land (for siting the CGS only} . : Area in Square meters and Rate.
Subtotal

o

Meachanical
Ingtrumentation
Electrical

Fire fighting system

LRSI LA B 1=

Any other item (details to be given) -

Subtotal _ ]

Capital Spares (details to be given)

o

Subtotal

Erection
Mechanical

Electrical
Instrumentation
Civil work

Land

d|en| || |O

Any other item ( details to be given}
. Subtotal

Tax: D
Ocean freight

Customs duty

Port handling

Inland freight

Excise and CST

Works Contract Tax

Insyurance

Any other applicable tax and duty (give detalils)
Subtotal

AR IR B PR LU B ]

Total (A to E)

|() INR + FE Converted to INR Bana | 10

1036 GMo8—27
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Attachment 1 (b)

[see sub-regulation (1) to regulation 5]

" 2, CAPITAL COST OF ONLINE COMPRESSORS FOR CNG

Sr. No. |Description INR FE |Total (*)] Technical Specifications

On-line Comgressor and related facilities

Online Compressor

DG Set AND Contro! Panel

Fire Fighting System

Metering Skid

UPS or Battery Banks
Miscellaneous

Any other item {details to be given)

~d|@|o|alwiofa]r

Subtotal

o

Capital Spares (details to be given)

Erection

Mechanical

Electrical

Instrumentation

Civil Work

Any other item (details to be given)

ofbw|n]alo

Subtotal

Taxes and Duties

Ocean Freight

Customs Duty

Port Handling

Inland Freight

Excise and CST

Works Contract Tax

Insurance

Any other applicable tax and duty _{give details)
Subtotal

DDAl IM

Total (A to E)

{"YINR + FE Convered to INR

Note :

1. Compressor facilities to be considered shall include the online cempressor and equipments between inlet valve to discharge flange.

2. Facilities beyond the discharge valve of the online compressor for CNG, booster compressors in CNG stations and land shall not be
considered for returm on capital employed in the determination of compression charge for CNG.

3. The above cost is {o be considered for return on capital employed in the determination of compression charge for CNG.

Page | 20
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Attachment 1 (c})
[see sub-regulation {1} to regulation 5)

3. CAPITAL COST OF CITY GAS DISTRIBUTION

St. No. |Deacription of facilities

INR FE Total (*)

Technical Specifications

Pips MDPE

Pipe HDPE

Stesl Pipes - Main Gridline PE Coated

Cathodic Protaction

SCADA

OFC, Telecom & Telesupervisory System

Warning Grid Tape

Odourising Unit

MDPE Valves, Fittings, Transition Fittings

DRS

rd P T ] B0 [T ET PR D X3 B

IYCP / PCP

e B

Capital Stores (give details)

<)

-h
L7

Any other itam (details to be given}

Subtotal

Eraction

Mechanical

Electrical

Instrumentation

Civit Work

Land

| &M ] =10

Any other item (details to be given)

Subtotal

Ocean Freight

Customs Duty

Port Handling

inland Freight

Excise and CST

Works Contract Tax

Insurance

wi|o|o| w0

Any other cost (datails to be given)

Subtotall

Total (A+B+C)

|() INR + FE Converied to INR
Note :

1. Pipslines includes pipelines for transportation of natural gasto Online Compressor for CNG.
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Attachment 1 (h)

[see sub-regulation (1} to regulation 5]

Details of the assumptions made in the calculations

1. Exchange rate used for computing capital costs

2. Format of Annual Operating Cost

Sr. No. |Description of cost elements Rs.

A, |Variabie Cost

1 Consumatles

a) Fuel (guantity and rate)

2 Utilities {quanity and rates)

a) Power ("
b) Water
Any other Expenses ( to be specified)
. Sub Total
B Fixed / Semi Variabie Cost
1 Salary and Wages
2  |General Adminstration
3 Repairs and Maintenanice
4 Any other expenses ( to be specified) (£)
Sub Total
C _ [Insurance {%)

Total (A+B+C)

(*) Break-up of purchased power {over fixed charge & variable charge) & own generation to be provided
{$) Break-up over routine & turnaround as well as function-wise over etectrical. civil, mechanical, etc. to be provided,
{£) Basis of direct & indirect administrative expenses (alogwith basis of allocation to be provided).
(%)} Break-up of premia on loss of profit, facilities & Line-pack volume to be provided.
Note
a For each items of operating cost, detailed assumptions and calcutations to be attached,
b Give basis of allocation / apportionment of costs over various categories of customers [CNG & PNG -
residential, commercial. industrial) over each of the cost element
3 Project impiementation schedule to be given along with break up of expenditure for each year
4 Loan schedule to be provided for each type of loan, interest rates, repayments ete
5 - Applicable rates of depreciation as per schedule VI of the Companies Act and Income Tax Act shall be provided.
6 Pipeline lengths based on type! class in the CGD network,
7 Steel pipeline design capacity and rated capacities of online compressors of CNG to be provided.
8 Capacity utiisation of the steel belting pipeline and ontine compressors of CNG alongwith the basis to be provided.
9 Implementation period of project in phases to be indicated.

10 Economic life of the project

11 Applicable Rate of Income Tax



[ v [1—80s 3(i)) ; WG o 9799 . AEURA 217

Attachment 1 (h) (contd...}
[see sub-regulation (1) to regulation 5]

12 Detalls of Volumes of Natural Gas to be transported In plpelines in the CGD Network {in SCMorIn Kg as
applicable, based on the conversion factors)

L

Year1| Year2| Year3]| Yeard| —---—— Year 2

CNG

PNG - Residential !
PNG - Commercial

PNG - Industrial

Total

A) Growth rates for various segments of customers.
B} Detailed note for base year volumes & growth rates assumed.
C) Conversion factors adopted in determination of calorific equivalence of the volume of natural gas to be provided.

13 Pipeline Tariff details as given below shall be furnished.

Compression Charge for CNG in Rs./ Kg (*)
Overall Unit Network Tariff in Ris./ MMBTU (8)

Year 1| Year2| Year3| Year4 e Year 25

N_l

($) considering supply of natural gas by pipeiine to online compressors for compressing into CNG.
() considering PNG supplies to all consumers, including supply of natural gas to online compressors for CNG.

14 Copy of the duly appraised/ approved Detailed Financial Report to be enclosed. Any variation in the parameters
adopted in the calculation of the neMork tariff and/ or the compression charge for CNG from the basis adopted

in the DFR to be explained.

[F. No. S-Admn/I1/8/2007-Vol. 1}
AJAY TYAGI, Secy.

1026 GI/08—28
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1=t
T2 faoeit, 19 T, 2008

L, 198(3).—Sifeem i o i fafmames 91 sifufrm, 2006 (2006 1
19) = 971 61 TN UST WFRAT F1 WA 30 gu, Yiferm R waphiw o faftmms o,
TR, Frafatea fafem s m 2, T —

1. iR AT 3 R

(1) 3= fafaal &1 dofers 3R uplas i Rffaee ag (Faa @R a1 gaEg
Wpide 3 faaror acas & o) Rfag, 2008 @1 Fream|

2) ¥ ETER) AT H TSR B A" A UG 2|

2.  ufemee
(1) 3= FaferaaT & 1@ aa y=mar weat  spfEg a 8-

@) aRRwer @ 7Y § e ik el dw Afaws Ot 3Rfres,
2006:

@ Aua e o e E R 01 3epaER, 2007 919 g TR S SRferad ik
urpfae Fa Rafarass @ i g #R B fgEar S dr

@ urfrgpe & o 3 & 9w a9 S dgeras Ak upfae v Rfames ag
(FR A1 G vrpfcies A faa3or Acads Rrom, Baton, varea a1 Rear
& fore RreY ot wnfpa oearm|) Tafaran, 2008 & Al 2 & su-fRAREa (1)
& @oTE () A aRw T &7

@ @ w7 E AR F o 3 F 30 OE (1) F HEgeT quia
oo AR e dta Rifaass A
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@ = Rfeaet # wgwa wwg 3R s, S o Rl # ofenie w@
forar T & Afr HRFEH W sE% WA g e Rt o RfFst #
s i ark & o7 3ref o gem S oY 3 e, eves TR fem v R

3. AT
A AR KRR IR TgRT tw R af @R IR Tt agiis
Wmﬁm,m,mammmasﬁmm&mm
fafras, 2008 & HTAd MR IR WARAT WP AW Ravor Acad (G FEet T

Ay sreads ww a1 ¥) Row, @, mmmmmmﬁmﬁ st
TR, TEITET AT RHAR 6 T THATT &Y AT oY aRL et

4. R Ve ae & TR o a6 AR

forely Y FARTEAT Tt X A P s & 3R Y e e o A vk &, vt
e W) Seast @ o, RaAter #E, TaTes e A1 AR e are o fftnean
e e & TR e 3 AR Y e A 7w &, S g R o s et &, S
mwaﬁ%mﬁq@ﬁﬁﬁmaﬁrmmgxﬁaﬁmmmm -
3 o foei a1l e e

s, ol dTad Row, oy o iEn o= & e Riftea

(1) o Rt ot AR Rduat & s oieser # anfde saft & deid
eats Rrom, By a1 RfEaR e % e fed B RRear T AR aEdr ¥
.

@ A eads ufas, et aruesel o ATad, Srpfs A @ s
ﬁmma;mmwnmmmmmgﬁw'
onfrer & B 3 a3 ITAal W 25 af Al o & & A widg
U TETATSA ATAAT AHATOT 3T WS HTEEAT & HTH H I B
AT R ) 3 e UoTTeh &1 S TR T & A-J1Y 56
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(&)
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T SIS % IR TAC T & v s g W aRmAgafaat
Ol ATt A o HTeeh & dRI H & AT Hieerse FANRN Afed
qrsueTEAt AT 3T Heraer STRToT 3 XAV & HTARTRATHT FY QI FHE,
S T 8 % HHR A ATTTATH FT QT N & FA-TY AfATH 6 %
Heger faRreEa TRrETd et i 3O FAERA AT AT Fofaa &
FTaTHATHT Y R &Y FHT Y TS AT &

ufiera @ 3fde et Peafafia @ ures aefr-

() IR S el Paa R @ ar sa% aig wWeldl Avadk e, e
T I7 AR FE 1 THaTa &a &, a dgife# 3R wgfas
faframeE @t (R 91 gUEY wgRe e Raver dcad e,
Rtor, gaTeRt a1 Rear ae & o milgea aeem) fafaas. 2008 &
HerAdE s g 38 HU 3 wflipd o B A H |

) AT P ol B B ¥ ved Gl dead forar . Rafor s &
7 FEaR & ¥, o e W e fad e @ ged miter
arae g T ¥ 2 e AR arpfee dtw Rt @ @R ar
qATArT T e feaRor Awad o, o B, garee & a0
forear &Y & Fare onfieper) fafaraa, 2008 % HeAaaiel a8 GRT WRIER
& By ¥, O Aeld) Aead afdiear # anfle ey dehd
Fead o, At a1 REan & ST g # IREH FA &
A | TRAA A

aftarAT 1 e Iafy & FAA o) 10 ault & qare F o FEEaty
mﬁa@ﬁﬁmaaﬁmmwmmﬁmﬁm&
(AR T FAET TS I e e faoe, B, vaes ar iR
7 & faw mitrga e Rafdg#, 2008 & s 8 & s & 7% |ar
et et 3t Reuet R adqEera 3R et F ® AR dar
oA 3N Far Y AOTAAT T HATAAD THE F IHFUAT FE b HTUR
W A grt feram foran S W &
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) 37 fafems (1) ¥ 90E () F IRl & HUTEd J RS W E0E T
smeen 3R RfEw 10 & uaaEl F 3eEr RtwEar 3Ef gang w0 A
STt s A @ Rfdme 10 3 RU v wEaEt & R el dcad 3
uREATaREl N gl a9 @ Rer, B @ REER @ ar

afaaenfa Fet & STy YA T 3] frl 3T ot A sgefa &

1 HIPR &l

6. THTT ATEh AT WRAET arees & eyt & fafeear -

(1)

(2)

: ﬁwmmmwmﬁm,ﬂﬁmm.mmm%mmﬂ

afre @ gie aut Hr 73S & U FA arees a1 Wik aees F ANTER J Wi
e Rior, R, gares a1 RRaR & F e osgar R sk Rfs s &
HAA i Jar aransd’ @ g Er #

IR i et frie R & oead & el rshrdy Aeads Hr e, Fstor, Feres

mmm%mmwmmmmmgmmm ,_

T dw RAfams af @ufrdt B PR am s i Raer aTad
AT, fAator, Tarea v Aaar) Rfaas, 2008 F rdia ad grr otepd fmar
ST & & |IUROT A 91 WiAET ared & e e A e waft 59 TR -

@) af deh PR R & g e 2 a s it W & P ol et
3 o ool 2 T8 & 2 s R ot el RIRIZAT A A 2 & o s
arar s Rt aTe o v @ eer

@) wmm%ﬂq&maﬁmmﬁmma;mm

T @ & A 3uP A F 0 RwEar & gty A & e o grr I
fFw a1 g &y arde @ uim A |

7. faﬁru[cmiﬁrwaama

Frefife R & SN G i FATTE, Ryaifon, Ferera v RIFA 6 arel Suelt
PR FiYer e G %% a3 fore sieper R ara g, 39 a1 1 v RIRmE
Pr-fRreaTEa T AT &I S 5% g i 3 2 @ FHEE U IR A 37
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AR & B S Qe A upfde dw Rt O (@ufaat & aR s
¥ e faater aTad Hr gumoen, Batn Fuws wuar ffwar) RAfead, 2008 &
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fAsafata e e gt

() O & HJAR Te] PTeA AT el ol #at |

(iy  Fa-FrarEey & a6 & JFER Bia upudsa Row 3R [
FLAT Ay
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PR $ WETASA F AIH A Wiepa &8 F Foft et & an aref
o UETAT 2T

(iv) UBUAEA & TU-HTH a& STHASAT & gAd W AT 38 & 25
T B 0 B 3T ST TP TR T STHIEAT B ST
TS W UIRT F ART I Feleh2res a1 alam|

goref 76 A gRT ara e 3usaty £ AR 3raR o sfae i f s,

@) i FuAT RuifE T ¥ ugd frd @sid aead fr g, Ao, gaed
1 AR A @ A I TR S TR wy@ A g oRfeTd AR
urpiae e Affwws O (Fufaal ® i @ quEE agfde de
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mﬁm@&:aﬁummﬁﬁmmﬁm@m
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S O UTEY ERT UT i I et Heved e,

erd P o T AR STwafRY B R 3 O AR & )

Rfaas 6 & i sregere Rfdwear $r 3aflr & ke, Wit Fuah deash sw
e T Y A v RN 3T Bueh f GRYT & AT A T TEiRe
HURATE I FH & 3R A vl A 3t e el B g SO A W
T e e &1 YT v g el 1 AT 2 fae aReuRe s

#Waﬁqﬁma@mmml

@) WA I W BT F 3 gRaw guida wen s e @
gt & Fafdag, sef qaTear aur g w5 P mitea Fue @
I, 35

@) uﬁﬁrmasammmmmﬁmmmmﬁiu?m#
e &= 3t frafer fomar = a3
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@) O ATad ¥ AT 9ET HER s 3R

(@) i B Y v wYRoT aes O Wide ared & ¥ F Biwen &g Fd
ICIGE LG
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10. Rz &t feRae ter
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(3)
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1036 GLOE—29
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TfRgeeT ) R, 2008 & 31efieT Y R v & & (A Ut iR et & et
T o a1 1R Wy F e e T &) o RRveear Yy arafy ofter ad @l sveren (afE ey
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NOTIFICATION

New Delhi, the 16th March, 2008

G.S.R. 198(E).—In exercise of the powers conferred by Section 61 of the Petroleum
and Natural Gas Regulatory Board Act, 2006 (19 of 2008), the Petroleum and Natural Gas
Regulatory Board hereby makes the following regulations, namely :—

1. Short title and commencement.

(1) _These regulations may be called the Petroleum and Natural Gas Regulatory
Board (Exclusivity for City or Local Natural Gas Distribution Network)
Reguiations, 2008.

(2} They shall come into force on the date of their publication in the Official
Gazette.

2. Definitions.
(1) Inthese regulations, unless the context otherwise requires,-

(@) "Act’ means the Petroleum and Natural Gas Regulatory Board Act, 2006:

(b) “appointed day” means the date of October 1, 2007 when the Central
Government notified the establishment of the Petroleum and Natural Gas

Regulatory Board;

(c) “authorized area” means the area as defined in clause (c) of sub-regulation
(1) of regulation 2 of the Petroleum and Natural Gas Regulatory Board
(Authorizing Entities to Lay, Build, Operate or Ekpand City or Local Natural
Gas Distribution Networks) Regulations, 2008:
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(d) ‘Board” means the Petroleum and Natural Gas Regulatory Board
established under sub-section (1) of section 3 of the Act.

(2} Words and expressions used and not defined in these regulations, but defined
in the Act or in the rules or regulations made thereunder, shall have the

~ meanings respectively assigned to them in the Act.
3. Application. .

These reguiations shall apply to an entity which is laying, buildingg‘ operating or
expanding or which proposes to lay, build, operate or expand a city 6? local natural
gas distribution network (hereinafter referred as CGD network) under the Petroleum
and Natural Gas Regulatory Board (Authorizing Entities to Lay, Build, Operate or
Expand City or Local Natural Gas Distribution Networi(é) Regulations, 2008.

4. Rationale for allowing exclusivity.

The rationale for allowing exclusivity to an entity is explained in Schedule A, which
only explains the rationale for allowing exclusivity to entities to lay, build, operate or
expand CGD networks, is not part of this regulation, does not have any legal force

and should not be quoted or relied upon while interpréting these regulations.
. EN

5. Exclusivity for laying, building or expansion of CGD network

~ (1) The Board may allow an entity exclusivity for faying, building or expanding of
CGD Network over the economic life of the project subject to the following terms
and conditions, namely:- '

(a) during the economic life which is normally expected to be twenty five years
of the CGD network project consisting of network of pipelines, oniine
compressors for compressing natural gas into CNG and other allied
equipments and facilities, the authorized entity shall carry out further
expansions required through pipeline capacity building and CNG
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infrastructure as well as carry out repiacements and upgradation of assets
and facilities as and when necessary in order to maintain the network
system integrity at all times including keeping it abreast of technical
advancements and the entity shall meet the requirement for investment in
pipelines and other allied equipments including online ‘compressors for
compression of natural gas into CNG which may emerge either to meet the
entity's own requirements or other entities requirements post-exclusivity
period as per regulation 6 besides complying with the service obligations as
per regulation 8; '

(b) The economic life of the project shall commence from,-

(i} in case an entity proposes to lay, build or expand a CGD network on or
after the appointed day, the date of grant of authorization to the entity by
the Board under the Petroleum and Natural Gas Regulatory Board
(Authorizing Entities to Lay, Build, Operate or Expand City or Local
Natural Gas Distribution Networks) Regulations, 2008;

(i) in case an entity is laying, building or expanding CGD network before the
appointed day, where the entity has either an authorization from the
Central Government before the appointed day or an authorization from
the Board under the Petroleum and Natural Gas Regulatory Board
{Authorizing Entities to Lay, Build, Operate or Expand City or Local
Natural Gas Distribution Networks) Regulations, 2008, the economic life
of the CGD Network project shall commence from the start-up date of the
commencement of physical activities of laying, building or expanding the
CGD network.

(c} at the end of the economic life of the project, issue of allowing further
extension of the period of exclusivity or not may be considered by the Board
for a block of ten years at a time, depending on the satisfactory compliance

of the service obligations and quality of service norms as specified in the
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Petroleum and Natural Gas Regulatory Board (Authorizing Entities to Lay,
Build, Operate or Expand City or Local Natural Gas Distribution Networks)
Regulations, 2008, the service obligations under regulation 8 and on such

terms and conditions, as it may deem fit at that point in time.

(d} non-compliance to the provisions of clause (a) of sub-regulation (7} shall be
dealt through levy of penaity and termination of the exclusivity period as per
the provisions of regulation 10 and the Board reserves the right to allow any
other entity to take up the activities of laying, building or expanding or
replacement of assets and facilities or both in the CGD network in terms of

the provisions in regulation 10.

6. Exclusivity from the purview of common carrier or contract carrier.

(1)

@

The Board may provide exclusivity to an entity proposing to lay, build, operate or
expand a CGD network from the purview of common carrier or contract carrier for
a period of five years from the date of authorization subject to the conditions that

the entity meets the service obligations as stipulated under regulation 8.

In case an entity is laying, building, operating or expanding a CGD network
before the appointed day and has been authorized by the Central Government or
has been authorized by the Board under the Petroleum and Natural Gas
Regulatory Board (Authorizing Entities to Lay, Build, Operate or Expand City or
Local Natural Gas Distribution Networks) Regulations, 2008, the period of

exclusivity from the purview of commeon carrier or contract carrier shall be -

(a) three years from the date of issue of the letter by the Board for allowing such
exclusivity in case the entity has been operating the CGD network for three

years or more before the appointed day;

(b) five years from the date of issue of the letter by the Board for allowing such
exclusivity in case the entity has been operating the CGD network for less

than three years before the appointed day.

j636 GI[0F-BC
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7. Specific performance bonrd.

Entity laying. buiiting, operating or expanding a CGD network before the appointed
day and authorized by the Central Governmant for such activities shall be required
to furnish to the Board, a specific performance bond linked to aliowing of exclusivity
and equal to the amount as specified under regulation 9 of the Petroleum and
Natural Gas Regulatory Board (Authorizing Entities to Lay, Build, Operate or Expand
City or Local Natural Gas Distribution Networks) Regulations, 2008,

8. Service obligations.

{1) The entity allowed exclusivity under regulation 8 shali comply with the foilowing

service obligations during the exclusivity period, namely:-

(a) in respect of an entity proposing o fzy, build, operate or expand a CGD
network after the appointed day and which hz3 been authorized by the Board
under the Petroleum and Natural Gas Regulatory Board (Authorizing Entities
to Lay. Build, Operate or Expand City or Local Natural Gas Distribution
Networks) Regulations, 2008, the entity shail -

(i) provide domestic PNG connections as per the bid;
(i) lay and build steel pipeline as per the inch-kilometer bid:

(i reach all charge areas or wards in the authorized area through pipelines
of adequate size to meet the demand of the consumers in thage charge

areas or wards; and

(v) provide piped natural gas connection on demand to a domestic
consumer for cooking purposes within a distance of twenty five meters

of the metering unit at the consumer’s end till the tap-off in the pipeline:
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Provided that the physical achievement shall be monitored by the Board on a
quarterly basis;

(b) in respect an entity laying, building, operating or expanding a CGD Network

o before the appointed' day and which has.been either authorized by the Central

‘Government or by the Board under the Petroleum and Natural Gas

Regulatory Board (Authorizing Entities to Lay, Build, Operate or Expand City

or Local Natural Gas Distribution Networks) Regulations, 2008, the entity
shall -

(i) achieve the targets in respect of providing PNG domestic connections and
laying and building steel pipetine inch kiliometer as per sub-clauses (i} and
(ii) of clause {a) of sub-regulation (7) at the levels derived based on the
successful bids of similar placed cities or local areas in terms of the
pobulation as per the census of India 2001 or in the absence of such
similarly placed cities or_areas, the cities which come closest to these
cities or areas in ferms of 'population by suitable extrapolation or
interpolation; |

(ijreach all charge areas or wards through pipelines of adequate size to
meet the demand of the consumers in these charge areas or wards;

(iiiyprovide piped natural gas connection on demand to a domestic consumer

for cooking purposes within a distance of twenty five meters of the

metering unit at the consumer-end till the tap-off point in the pipeline:

Provided that the physical achievement shall be monitored by the Board on a
quarterly basis.

(2) During the period of exclusivity allowed under regulation 6, the authorized entity
may supply compressed natural gas for dispensing either through CNG
dispensing facilities owned by itself or by any other entity and in the latter case,

__ 1036 Gliog—31
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the other entity shall be required to pay the compression charge for CNG to the
authorized entity and enter into a mutually agreeable commercial contract with

the authorized entity for-

(a} either having the online compression facilities installed in its own dispensing
facilities wherein the online compression facilities shall be owned, installed
and operated by the authorized entity, or

{b) take delivery of CNG ex-online compressor station of the authorized entity for
subsequent dispensing in the authorized area.

(3) After the expiry of the exclusivity period allowed under regulation 6, any entity
using the CGD network for transportation of natural gas may use the online
compressor facilities of the authorized entity against payment of compression
charge for CNG for dispensing of CNG either by itself or by any other entity.

9. Post-exclusivity period, that is, beyond the period of exclusivity allowed under
regulation 6. '

The entity shall -

(1) continue to expand the network of pipelines by increasing the penetration within
all charge areas based on the demand for PNG domestic, besides laying
requisite infrastructure for adequate availability of CNG and at adequate pressure
in the CGD network, which could emerge out of entity's own requirement or that
of other entities which may use the CGD network in the post-exclusivity period.

(2) allow third party access on a non-discriminatory basis to any entity in its CGD
network as per the provisions in the -

(a) relevant regulations on access code for CGD networks; and

(b) relevant regulations for declaring CGD networks as common carrier or
contract carrier;
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(3) provide piped natural gas connection on demand to a domestic consumer of any
“entity within any charge area: §
Provided that the distance from the metering unit from the consumer-end to the
tap-off point in the pipeline shall not be more than twenty five meters.

10.Cancellation of exclusivity.

(1) The exclusivity allowed under regulation 5 to an entity propesing to lay, buiid,
operate or expand a CGE_) network after tﬁe appointed day and which has been
authorized by the Board or laying, building, operating or expanding a CGD
network before the appointed day and which has been authorized by the Central
Government or by the Board under the Petroleum and Natural Gas Regulatory
Board (Authorizing Entities to Lay, Build, Operate or Expand City or Local Natural
Gas Distribution Networks) Regulations, 2008, shall be terminated, either for the
entire authorized area or part thereof, in case the entity either refuses or fails to
lay, build or expand the CGD network to meet the natural gas demand
requirements including the requirements of other entities allowed to use the CGD
network post exclusivity provided under regulation 6. '

(2) Non-compliance with the provisions under. regulation 8 of repeated violation of
the quality of service standards specified under the Petroleum and Natural Gas
Regulatory Board (Authorizing Entities to Lay, Build, Operate or Expand City or
Local Natural Gas Distribution Networks) Regulations, 2008 shall result in
cancellation of the exclusivity. .

(3) The procedure with regards to the termination of exclusivity under sub-
regulations (1) and (2) shall be as under, namely:-

{a) the Board shall issue a notEce to the defaulting entity allowing it a
reasonable time to fulfill its service obligations under these regulations and
also as per the quality of service standards specified in the Petroleum and
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(6)

(c)

(d)

Natural Gas Regulatory Board (Authorizing Entities to Lay, Build, Operate
or Expand City or Local Natural Gas Distribution Networks) Regulations,
2008;

no further action shall be taken in case remedial action to the satisfaction of
the Board is taken by the entity within the specified period;

in case of failure to take remedial action by the entity, the Board may

encash the performance bond as per the following basis, namely:-

() twenty five percent of the amount of the performance bond for the first
default, and

(i) fifty percent of the amount of performance bond for the second default:

Provided that the entity shall make good the encashed performance bond in
each of the cases within a week failing which the remaining amount of the
performance bond shall also be encashed and the exclusivity including

authorization of the entity shall be terminated;

(i) one hundred percent of the amount of performance bond for the third

default and the exclusivity shali also be simultaneously terminated,;

the entities authorized under the Petroleum and Natural Gas Regulatory
Board (Authorizing Entities to Lay, Build, Operate or Expand City or Local
Natural Gas Distribution Networks) Regulations, 2008 shall also have to
replenish the performance bond within fiffeen days failing which their

authorization shall also be terminated.

(4) The exclusivity allowed under regulation 6 to an entity either proposing to

operate a CGD network after the appointed day and which has been authorized

by the Board, or which is operating a CGD network before the appointed day

and which has been authorized by the Central Government or the Board under
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the Petroleum and Natural Gas Regulatory Board (Authorizing Entities to Lay,
Build, Operate or Expand City or Local Natural Gas Distribution Networks)
Regulations, 2008, shall be terminated in case the entity fails to comply with the

service obligations under these regulations or on repeated violations of the

quality of service standards as per the Petroleum and Natural Gas Regulatory

Board (Authorizing Entities to Lay, Build, Operate or Expand City or Local

Natural Gas Didtribution Networks) Regulations, 2008.

(5 The procedure with regards to the termination of exclusivity under sub-

regulation (4} shall be as under, namely:-

(@)

(b)

(c)

the Board shall issue a notice to the entity for not meeting the service
obligations under these regulations and also quality of service standards
specified under the Petroleum and Natural Gas Regulatory Board
(Authorizing Entities to Lay, Build, Operate or Expand City or Local Natural
Gas Distribution Networks) Regulations, 2008 aﬁd allow it a reasonable

-time to fulfill its obligations under these regulations;

no further action shall be taken in case remedial action is taken to the
satisfaction of the Board by the entity within the specified period;

in case of failure to take remedial action, the Board may encash the
performance bond on the following basis, namely:-

() twenty five percent of the amount of the performance bond for the first
default; and '

(i) fifty percent of the amount of performance bond for the second default:

Provided that the entity shall make good the encashed performance bond in
either of the cases within a week, failing which the remaining amount of the
performance bond shall also be encashed and the exclusivity including
authorization of the entity shall be terminated;
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(if) one hundred percent of the amount of performance bond for the thir
default and the exclusivity shall also be simultaneously terminated;

(d} The entities authorized under the Petroleum and Natural Gas Regulatory
Board (Authorizing Entities to Lay, Build, Operate or Expand City or Local
Natural Gas Distribution Networks) Regulations, 2008 shall also have to
replenish the performance bond within fifteen days.failing which their
authorization shall aiso be terminated;

{e) any entity losing its exclusivity allowed under regulation 5 shall also
automatically lose its exclusivity allowed under regulation 6.

11. Miscellaneous.

If any dispute arises with regards to the interpretation of any of the provisions of
these regulations, the decision of the Board shal! be final.

Schedule A
[see regulation 4]

Rationale for allowing exclusivity to lay, build, operate or expand a CGD network °

1 Exclusivity-

a) for laying, building or expansion of the CGD network during the economic life
of the project; and

b) in terms of an exemption from the purview of the contract carriage or common
carrier for a limited period of time-

is envisaged with a view to facilitate the development of a planned and integrated
CGD network with appropriate priorities for end-use of natural gas as also the
network spread besides providing incentive to the entity for investing in such
project.

2 Exclusivity as per sub-clause a) of clause 1 is or shall be necessary to facilitate the
development and operation of an integrated network by a single entity as per the
prescribed technical standards, specifications including safety standards. This shal}
also obviate multiple digging-up of lanes, roads, etc. in the authorized area.
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Exclusivity as per sub-clause b) of clause 1. is or shall be necessary due to the

following reasons, namely:-

"

b)

During the initial phase of the development of city or local natural gas
distribution network, there shall be a need to have a close synchronization
between the development of requisite infrastructure and the ramp-up in the
natural gas volumes for different end-consumers in different areas. It is
expected that the development of the city or local natural gas distribution
network would be quicker if the same is guided by entity's own plan (which is
responsible for meeting various service obligations) rather than the expectation
of other potential marketers of natural gas in the network. Also, it shall be more
practical for the Board to deal with one entity rather than multiple entities to
ensure a strict compliance with the service obligations by the entity in the initial
period;

during such limited period of exclusivity, the authorized entity could be made
directly responsible for meeting the desired service obligations, viz., achieving
maximum PNG domestic connections and other related aspects;

besides such an approach is aiso likely to incentivize investments in this capital

intensive business.

Ideally, while the exclusivity as per sub-clause a) of clause 1 shall be for the

economic life of the project, the exclusivity as per sub-clause b) of clause 1shall

depend upon various factors, viz., the projected natural gas demand build-up in the
city or local area (which in turn would depend upon the key drivers for demand in
that city or local area, such as, level of industrial or commercial activity, vehicular
population and conversion of vehicles in to CNG, potential domestic PNG

customers, consumer preferences, price of alternative fuels, etc.), geographical

spread and population, projected capital cost of the project, investment climate,
etc. However, considering that these factors shall vary from city to city, a credible

1

This Schedule A only explains the ratioh_ale for allowing exclusivity to entities for laying, building,
operating or expanding CGD Networks and is not part of these regulations. Therefore, it does not
have any legal force and should not be quoted or relied upon while interpreting these regulations.
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assessment of exclusivity period based on these factors may not be always
practical. Thus, it is proposed that the period of exclusivity at sub-clause b) of |
clause 1 may be limited to five years for cases where an entity proposes to lay,
build, operate or expand a CGD network. However, where an entity is laying,
building, operating or expanding a CGD Network before the appointed day and has
been authorized by the Central Government or is authorized by the Board under
the Petroleum and Natural Gas Regulatory Board (Authorizing Entities to Lay,
Build, Operate or Expand City or Local Natural Gas Distribution Networks)
Regulations, 2008, the period of exclusivity shall be for three years (if the entity has
been operating for three years or more before the appointed day) or five years (if
the entity has been operating for less than three years before the appointed day).
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