
3. Brief Outline of Objections raised, Response of GETCO and Commission’s Comments
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3.1
The summary of objections raised by various objectors, response of GETCO and the comments of Commission are briefly given below:


I.  Objector / Objectors: Laghu Udyog Bharati, Ahmedabad.

The objections raised briefly are:

1. Fixing of transmission charges

There is no need to make any change in the transmission charges. If ARR projections are made on realistic basis then there would be no gap.

2. O&M charges

In the case of Transmission lines feeding dedicated consumers, all expenses are covered while computing ARR inclusive of O&M charges.  This will be a case of double charging. The demand for O&M charges is not in accordance with the Electricity Act, 2003 and the GERC guidelines. As such it is required to be quashed.

3. Parallel operation charges

As GETCO is not in a position to show what its system PF is and what the CPP’s supply PF is the reason given for low PF of CPPs is imaginary.

4. Transmission losses

GETCO has not been able to achieve 4.27% transmission losses approved by the Commission for 06 – 07.

Reduction of loses can be achieved by taking up Energy Audit.

5. Depreciation:

The presentation of GETCO for depreciation is incorrect. The Commission may look into this aspect, since many lines, transformers and substations have completed their useful life. 

6. Energy Audit

(i) Existing meters are not functioning properly. High accuracy meters need to be provided on all feeders to assess feeder wise losses.

(ii) GETCO shall itself seek accreditation as certified energy auditors and establish its own energy audit wing of Bureau of Energy Efficiency (BEE) Certified Energy Auditors.  All the steps of energy saving measures shall be taken under the guidance of its energy audit wing.

7. Reactive compensation

(i)  GETCO should provide adequate reactive compensation by installing static capacitors etc to meet the reactive power requirements of the system to improve the voltage levels and reduce transmission losses.
(ii)  GETCO has not submitted the PF of the system, feeder-wise, the details of auto control of reactive power and savings actually made.
Response of GETCO:

1. The estimation of ARR has been submitted on the basis of established norms.  The proposed transmission charges work out to be lower compared to the prevailing charges.

2. O&M charges are not included in the calculation of transmission charges. However, actual revenue realized will be considered under other income and the ARR will be adjusted to that extent in future.

3. The petition for approval for Parallel Operation Charges is before the Commission and hence, the impact of POC has not been considered in this petition.

4. The actual status of the Transmission losses is 4.35%, which is lower than in some other states - Uttar Pradesh (4.97%) and Andhra Pradesh (6.02%).  Further reduction of losses is difficult despite sincere efforts being made to reduce the loss and hence the loss of 4.35% has been proposed.

5. GETCO has not furnished the O&M charges, Supervision charges in respect of dedicated lines.  

6. Depreciation shall be computed according to norms (terms and conditions of tariff) of CERC/GERC till 90% of the Historical cost of the asset.

Depreciation has been estimated with the consideration of actual position of assets notified by the government in the opening balance sheet.

7. GETCO has not responded to the issue relating to energy audit.

8. In compliance to the directives, the installation of reactive compensation is being implemented
Commission’s Comments:

GETCO has not responded to the issue relating to conduct of energy audit. It is necessary to conduct energy audit feeder-wise to arrive at realistic losses and take necessary steps for loss reduction. The Commission considered the other issues raised by the objector and the response of GETCO later in the order.

II.  Objector / Objectors: Indian Wind Energy Association, New Delhi.
The objections raised are:

1. O&M charges from dedicated users of transmission system:

There is no provision in GERC Regulations or orders to levy O&M charges from dedicated users of Transmission lines.

(i) The Commission shall direct the GETCO to substantiate its proposal to levy such charge within the regulatory framework.

(ii) If O&M charges are levied, it would amount to excess recovery

(iii) Any charges or tariff shall reflect cost and have certain basis for recovery of underlying costs.

(iv) The Commission may direct the GETCO to furnish cost data and revenue collected for 2005-06 and 2006-07.

(v) It would not be appropriate to recover O&M charges for dedicated transmission lines based on O&M norms of GERC and they may be determined at 15% of O&M cost norm as proposed by the GETCO.

(vi) The wind energy developers would need to adequately compensate for O&M costs associated in the evacuation infrastructure.

2. Supervision charges

(i) The Commission may direct the petitioner to furnish details of supervision charges during 2005-06 and 2006-07 as the connected transmission lines are old and depreciated.

(ii) Supervision charges of 15% shall be levied only on labor component and not on capital equipment cost of the evacuation infrastructure with a ceiling limit that Labour component shall not exceed 5% of capital cost.

(iii) The petitioner should furnish details of revenue earned by way of levy of supervision charges during 2005-06 and 2006-07.
Response of GETCO:

The Indian Wind Energy Association raised issue, which pertain to concessions etc to promote non-conventional energy (wind farms). These may be de-linked from the tariff hearing and considered separately.

Commission’s Comments:

Regarding Supervision Charges, during the course of hearing, GUVNL representative mentioned that the issue of Supervision charges was taken up with the Government as the Indian Wind Energy Association (InWEA) had represented before the Government. In a High level meeting headed by the Chief Secretary, Government of Gujarat, it was decided that the Supervision Charges for Wind energy generators may be reduced to 7.5% from 15%. As such this issue is already been redressed, the Commission feels that there is no need to relook at this stage. 

The other points which the Indian Wind Energy Association raised are examined later in the order.

III.  Objector/Objectors: Gujarat State Fertilizers & chemicals Ltd. Vadodara.
The objections raised are:

1. Applicability of transmission charges:

The proposed transmission charges cannot be made applicable to the intervener mutatis mutandis to an ordinary consumer as the intervening transmission lines are financed by intervener company.  The cost contribution by the intervener company cannot be ignored.  The Commission shall provide some relief to the intervener company for its contribution.

Though a double circuit line is laid to the intervener’s manufacturing unit, power supply is not being made on that line. Hence the rate of depreciation proposed is unreasonable and unjustified.

2. Methodology and calculation of ARR:

a) Depreciation

Rate of depreciation proposed is not correct, it is unreasonable and unjustified as the connected transmission lines are old and depreciated.

b) Return on equity

The return on equity cannot be considered for determining transmission charges in the case of intervener who has certain assets financed.

c)
O&M and other charges

Except O&M charges, no other charges can be levied on the intervener.

d)
Income – tax

Income tax on surplus revenue generated cannot be and should not be under equity and law be passed on to the consumers / beneficiaries including intervener, from whom the revenue is generated.

3. Transmission losses

The proposed increase in transmission losses from 4.27% to 4.35% may not be allowed and the same may be fixed at 4.12% or such lower percentage.

4. Parallel operation charges

The levy of parallel operation charges, in addition to existing contract demand charges, wheeling charges and transmission losses may not be permitted.

5. Supply of power

The petitioner is supposed to supply of power to the intervener as per the MOU with GSFC.
Response of GETCO:

1. The intervener might have invested for grid connectivity at the required point. It is well settled that the transmission assets established are the properties of the licensee concerned, notwithstanding that a part of the cost of establishing the same is contributed by any consumer.

2. The capital base of the petitioner is according to the transfer value and financials which the Government of Gujarat notified. And this is a statutory notification binding on all. Accordingly, for all purposes including for the determination of the amount on which depreciation is to be allowed, the above values have to be considered. The allegations to the contrary are wrong and are denied.

3. The equity as given by the government is considered at the beginning of FY 2005-06 to arrive at the return on equity.

4. The intervener is also utilizing the transmission network of petitioner by virtue of permitted allocations and therefore should be treated at par with other users of the transmission network and has to be charged at par with others. The actual position of assets as notified by the government in the opening balance sheet has been considered for the purpose of depreciation. 

5. The weighted average rate for depreciation for FY 2005-06 works out to be 3.37%.

6. Income tax recovery has been proposed as in the GERC (Terms and Conditions of tariff) Regulations, 2005.

7. The actual status of the Transmission losses is low compared to other states for instance Uttar Pradesh (4.97%) and Andhra Pradesh (6.02%). Further reduction of losses is difficult despite sincere efforts being made and hence the loss of 4.35% has been proposed.

8. A petition is pending for the approval of Parallel Operation Charges is before the Commission and the impact of same has not been considered.

9. Under Open Access Regulations, 2005, there cannot be discrimination among the beneficiaries.
Commission’s Comments:

The issues raised by the Intervener / Objector regarding depreciation and return on equity on consumer contribution will be examined with reference to the Regulations. As a separate petition has been filed by the GSFC in some of the above matters, it will be decided after hearing the parties.
IV.  Objector/Objectors: Gujarat Alkalies & Chemicals Ltd. Vadodara.
The objections raised are:

1. Applicability of transmission charges:

The proposed transmission charges cannot be made applicable to the intervener mutatis mutandis to an ordinary consumer as certain transmission lines supplying power to their Vadodara Complex are financed by intervener company.

2. Methodology and calculation of ARR:

a) Depreciation

Rate of depreciation proposed is unreasonable and unjustified as the transmission line feeding the load is more than 30 years old.

b) Return on equity:

The return on equity cannot be considered for determining transmission charges in the case of intervener company as certain assets have been financed by them.

c)
O&M and other charges

Except O&M charges, no other charges can be levied on the intervener.

d)
Income – tax

Income tax on surplus revenue generated cannot be and should not be under equity and law be passed on to the consumers / beneficiaries including intervener, from whom the revenue is generated.

3. Transmission losses

The proposed increase in transmission losses from 4.27% to 4.35% may not be allowed and the same may be fixed at 4.12% or such lower percentage.

4. Parallel operation charges

The levy of parallel operation charges, in addition to existing contract demand charges, wheeling charges and transmission losses may not be permitted.

8. Supply of power

The petitioner is supposed to supply of power to the intervener in accordance with the MOU entered between the erstwhile GEB and GPPCL and participating industries.
Response of GETCO:

1. The intervener might have invested for the grid connectivity at required point. It is well settled that the transmission assets established are the properties of the licensee concerned, notwithstanding that any part of the cost of establishing the same is contributed by any consumer.

2. The capital base of the petitioner is according to the transfer value and financials notified by the Government of Gujarat, which is a statutory notification binding on all. Accordingly to all intents and purposes including for the determination of the amount on which depreciation is to be allowed, above value has to be used. The allegations to the contrary are wrong and are denied.

3. The equity as given by the government is considered at the beginning of FY 2005-06 to arrive at the return on equity.

4. The intervener is also utilizing the transmission network of petitioner by virtue of permitted allocations and therefore should be treated at par with other users of the transmission network and has to be charged at par with others. The actual position of assets as notified by the government in the opening balance sheet has been considered for the purpose of depreciation. 

The weighted average rate for depreciation for FY 2005-06 works out to be 3.37%.

5. Income tax recovery has been proposed as in the GERC (Terms and Conditions of tariff) Regulations, 2005.

6. The actual status of the Transmission losses is low compared to some other states for example, Uttar Pradesh (4.97%) and Andhra Pradesh (6.02%). Further reduction of losses is difficult despite sincere efforts being made and hence the loss of 4.35% has been proposed.

7. A petition for the approval of Parallel Operation charges is pending before the Commission and the impact of same has not been considered.

8. Under Open Access Regulations, 2005, there cannot be discrimination among the beneficiaries.

Commission’s Comments:

The issues raised by the intervener / objector regarding depreciation and return on equity on consumer contribution will be examined with reference to the Regulations. As a separate petition has been filed by the GACL in some of the above matters, it will be decided after hearing the parties.

V.  Objector/Objectors: Torrent Power Ltd. Ahmedabad
The objections raised in brief are:

1. Energy balance

The energy sent out to Ahmedabad and Surat as also the energy accounted by DISCOMs are not tallying with actuals. The Commission should therefore direct the petitioner to provide reconciliation of energy balance to arrive at a correct figure of transmission losses.

2. Transmission losses:

(i) The Commission may approve transmission losses for 2007-08 after arriving at current level of transmission losses, after reconciling the actual figurers for 2005-06 and estimated figures for 2006-07 and 2007-08.

(ii) The Commission may direct the petitioner to clarify whether transmission losses calculated are upto 66 kV only or include the losses of 11 kV feeders supply for power to DISCOMs.

(iii) The Commission may direct the petitioner to provide the details of voltage level – wise transmission losses.

3. Transmission charges

(i) The Commission may determine recovery of transmission charges on voltage level basis also.

(ii) The Commission may consider the revenue from O&M charges and parallel operation charges while determining the transmission charges. 

4. Transmission tariff:

The Commission may consider the reasonableness of expenditure while determining the transmission charges so as not to burden the consumers. 

GETCO Response:

1. According to the accounting method of SLDC, the energy purchased by AEC and SEC during April to November was being accounted under the heads of UGVCL and DGVCL respectively. However, the energy purchased by AEC and SEC during December to March was accounted under the heads of GUVNL.

Thus, the energy balance has been checked and there is no discrepancy in computation of overall transmission loss as the total energy balance remained unchanged.

2. Based on the actual figures of transmission for the year 2005-06, energy balance is as follows:

Energy received – 51170 MUs.

Energy sent – 48946 MUs.

Transmission losses – 2224 MUs.

Percentage losses – 4.35%

· Transmission losses are worked out up to L.V. side of power transformers only.

· The transmission losses are not being computed and accounted on voltage level basis.

3. Parallel operation charges are yet to be determined by the Commission and hence that impact has not been considered. However, revenue realized from this shall be taken under the income and the ARR would reduce to that extent in the future.
4. The voltage level losses are not available. But the transmission charges have to be kept uniform independent of voltage.
Commission’s Comments

The issues raised by the objector have been examined and appropriate decisions are taken while determining the transmission charges.  Suitable directions will also be issued to the petitioner to conduct proper energy audit to arrive at voltage-wise losses. 

VI.  Objector/Objectors:  Raj Tillan

The objector has raised a number if issues, some are related to the present tariff petition and some for seeking additional information/clarifications in general from GETCO.

The objections related to the present petition are briefly summarized below:

1. It is not disclosed in the tariff petition whether GUVNL is a trading licensee. If under the restructuring scheme of the Government of Gujarat, GUVNL gets the status of a sole holding company of the unbundled entities and a deemed trading licensee, the same is not tenable in terms of section 131 of the Electricity Act 2003.

2. Diluting the concentration of conflicting function (Regulatory and Commercial) is one of the main aims of Electricity Act 2003.  Segregation of licensee and utility should have been done since 1st June 2004 when the Government of Gujarat declared GETCO as the State Transmission Utility.

3. The revenue requirement for FY 2007-08 is Rs. 10,058 million whereas the same was Rs. 8430 million in the previous year. This translates to a growth of 19.2% not in line with a modest load growth of 4%.

4. The details of revenue break up from core and non-core business is not given. Further it would be helpful to know the accounting of inadvertent flow of energy from CPPs or wind generation and if this goes in reducing the transmission losses or otherwise.

5. The details of O&M charges from dedicated transmission users is missing

6. The Commission may direct the petitioner to make a full and unshielded disclosure that they are not charging parallel operation charges.

7. Considering month wise availability, the months with the highest and the months with the lowest line availability may be shown. Whether availability calculation includes planned shutdown or otherwise.

8. The load growth is too low. It is essential to justify the low load growth.

9. The wheeled units stated are 1538 MU. It is not clear if these units are from CPP or purchased units from CPP or inadvertent flow or sum of all.

10. Most of the transmission lines have bi-directional flow. This means double counting of transmission capacity. How is transmission capacity defined?

11. The transmission losses are shown to be lower than that of Uttar Pradesh or Andhra Pradesh. This does not give a true picture as the calculation of the same depends on many factors like degree of loading vis-à-vis capacity, configuration of network, relative location of generating stations and load etc.

12. O&M cost being critical, comparison must be made with equally well-managed utilities from neighboring states.

13. The renovation and modernization expenditure should be disallowed, as the asset value does not justify this expenditure.

14. For exercise on energy balance, energy audit looks a good idea but high cost meters may be deployed only when low losses are being reduced further.

15. Performance of metering under the operating condition does not measure up to the required accuracy as the burden on CT and PT are quite high.

16. The petitioner should furnish cost data for reactive power before allowing for charging the same.

In addition certain suggestions are also made by the objector.
Response of GETCO:

Some of the objections listed above are also raised by other objectors for which GETCO has responded as narrated earlier.

The response of GETCO to the objectors are given here briefly.

1. As the Intervention Petition is vexatious, GETCO is dealing with certain specific issues which are related to GETCO.  In this affidavit not venturing into other aspects of the Intervention Petition which have no relevance to the petition filed by GETCO. However, specifically deny all the allegations, imputations and insinuations contained in the Intervention Petition.

2. The Annual Revenue Requirements and consequently the tariff for GETCO are to be decided according to the provisions of the Electricity Act, 2003, to the extent applicable the provisions of the Gujarat Electricity Industry Re-organization and Reforms Act, 2003 (the State Act), the Rules and Regulations framed therein and taking into account the National Electricity Policy and the Traffic Policy notified by the Central Government under section 3 of the Electricity Act, 2003. The Intervenor cannot raise issues on various policies or as to the structure of re-organization adopted in the State of Gujarat under the provisions of the Electricity Act, 2003. Reference to the policy adopted in the United States of America or otherwise in other countries are totally irrelevant and outside the scope of the jurisdiction of this Hon’ble Commission in the present petition.

3. In accordance with the provisions of the Electricity Act, 2003, GETCO is entitled to claim tariff and charges, namely, the transmission charges, parallel operation / grid support charges, re-active energy charges and any other charges related to the utilization of the services of GETCO or for the benefit derived by any person by use of the transmission system and the facilities of GETCO. If the contention of the Intervenor is that some of the services rendered by GETCO do not fall within the purview of the Electricity Act, 2003, the implication would be that GETCO is free to refuse to give such services and GETCO cannot be compelled to provide such services by any Order passed by this Hon’ble Commission. In that event, such services would be covered by section 41 of the Electricity Act, 2003, namely, other businesses of GETCO and, therefore, GETCO is free to charge the beneficiaries of such services any amount as GETCO may consider appropriate. It is, therefore, not correct on the part of the Intervenor to contend that GETCO is obliged to provide certain services as the Transmission Utility but at the same time GETCO is not entitled to either claim tariff from the Hon’ble Commission for such services or otherwise is not entitled to claim charges from the beneficiaries of such services under the Bilateral Agreement. The arguments to the contrary raised by the Intervenor are self-defeating and have no merits.

4. GUVNL and DISCOMs are licensees and are entitled to approach this Hon’ble Commission for their respective tariff and charges. The present petition is confined to the tariff and charges payable for the services rendered by GETCO.

5. In the present petition before this Hon’ble Commission, GETCO has impleaded GUVNL as Respondent in view of the fact that the transmission services pertaining to transmission and conveyance of electricity to the distribution system and network is undertaken by GETCO and such services are not provided by GUVNL. It is wrong and denied that there is any collusion between GETCO and GUVNL as alleged.

6. GETCO is not trading in electricity. GETCO performs only transmission services for which it is entitled to claim tariff and charges. The allegations to the contrary are specifically denied.

7. The present petition has been filed for determination of Annual Revenue Requirements of GETCO. Based thereon, the applicable tariff needs to be determined to meet the Annual Revenue Requirements.

8. GETCO is the State Transmission Utility and is the main transmission company in the State of Gujarat. The status of GETCO is recognized under section 39 of the Electricity Act, 2003. GETCO is also undertaking the statutory functions of the State Load Despatch Centre in terms of Section 33 of the Electricity Act, 2003. In terms of section 14 of the Electricity Act, the State Transmission Utility is deemed to be the transmission licensee. There is no need as at present for segregation of the functions of the licensee and the transmission utility. GETCO has been notified by the Government of Gujarat as the State Transmission Utility. It is for the Government of Gujarat to consider as to whether any other entity should be notified as such as either the State Transmission Utility or to operate the State Load Despatch Centre. The issue raised by the Intervenor in this regard in the present petition is wholly outside the purview of the present proceedings.

9. GETCO has filed the revenue requirements in the format prescribed by the Hon’ble Commission. GETCO has given all the requisite details. It is wrong and denied that GETCO has concealed any particulars. The allegations in this regard made by the Intervenor are specifically denied. 

10. The transmission lines of GETCO are being used for the purpose of transmission of electricity of GUVNL and are also available to open access consumers in accordance with the regulations framed by the Hon’ble Commission. In any event these issues sought to be raised by the Intervenor are totally outside the purview of the present proceedings. GETCO is acting in accordance with the regulations framed by the Hon’ble Commission.

11. The issues sought to be raised by the Intervenor on the various provisions of the Transfer Scheme and arrangements made are again outside the purview of the present proceedings.

Commission’s Comments:

Various issues raised by the objector and the response of the GETCO are examined and appropriate decisions taken by the Commission while determining the transmission charges.  

3.2
Other Objections / Issues
The Union Territory of Dadra & Nagar Haveli, Silvassa and Union Territory of Daman & Diu 

GETCO raised the issue of non receipt of transmission charges from the Union Territory of Dadra & Nagar Haveli and also from Union Territory of Daman & Diu for the use of GETCO transmission system for transmission of Central Sector Power to them. GETCO has also made the Union Territory of Dadra & Nagar Haveli and the Union Territory of Daman & Diu as respondents to this petition. During the course of hearing representative of abovementioned Union Territories asked for time to submit objection in the above matter. The Commission gave time up to 15th March 2007. However, for the above matter, the Union Territories filed separate petitions (No. 910-911/2007); the Commission will address this issue separately. 

Pro-rata Charges:

Some of the objectors stated during the hearing that recently GETCO has issued a Commercial Circular No. 1 wherein they have proposed to recover pro-rata Charges depending upon the voltage level. The Objectors further mentioned that the LT, HT and EHT consumers are the consumers of Distribution Licensee and not of the GETCO. Therefore GETCO has no authority to recover such Pro-rata Charges. They also stated that earlier erstwhile GEB was charging a Development Charge of Rs. 900/KVA which is now discontinued. With this new circular it appears that the earlier Development charge is now reintroduced and these charges are comparatively high. 

The GETCO has replied to this objection stating that they are investing in the Transmission System and if don’t get such charges than development of Transmission System would have adversely affected. They have also mentioned about the relevant provision of the Regulation No. 9 of 2005.

Commission’s View:

As this issue required detailed analysis, the Commission is of the view that this can be looked into separately at the later stage. However, GETCO was requested to reconsider this issue on its own. Now it has been informed to the Commission that the Pro-rata Charges have been reduced from around Rs. 1070-1770 to around at Rs. 815-850 per KVA.
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