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1.
Introduction

1.1 Background

The Government of Gujarat unbundled and restructured the Gujarat Electricity Board with effect from 01.04.2005.The Generation, Transmission & Distribution businesses of the erstwhile Gujarat Electricity Board were transferred to seven successor companies.  The seven successor companies are as follows:

i) Gujarat State Electricity Corporation Limited (GSECL) – A Generation Company

ii) Gujarat Energy Transmission Corporation Limited (GETCO) – A Transmission Company

Four Distribution Companies:

iii) Dakshin Gujarat Vij Company Limited (DGVCL)

iv) Madhya Gujarat Vij Company Limited (MGVCL)

v) Uttar Gujarat Vij Company Limited (UGVCL)

vi) Paschim Gujarat Vij Company Limited (PGVCL)

and 

vii) Gujarat Urja Vikas Nigam Limited (GUVNL) – A Holding Company and is also responsible for purchase of electricity from various sources and supply to Distribution Companies.

1.1.2 The Government of Gujarat vide notification dated 3rd October 2006 notified the final opening balance sheets of the transferee companies as on 1st April 2005, containing the value of assets and liabilities, which stand transferred from erstwhile Gujarat State Electricity Board to the transferee companies including the Uttar Gujarat Vij Company Limited (UGVCL). Assets and liabilities (gross block, loans and equity) have been considered by the Commission in line with the Financial Restructuring Plan (FRP) as approved by Government of Gujarat. The last petition filed by UGVCL was prepared considering on as available basis FRP data. The present petition (second petition) has incorporated the latest FRP data to arrive at the assets and liabilities, values along with Final Opening Balance Sheet as on 1st April 2005 and the Annual Accounts for the year 2005-06 for approval of the Annual Revenue Requirements (ARR) for 2007-08. 

UGVCL gave a presentation on its proposal to the Commission on 18th January 2007. The Commission obtained further information and clarifications from UGVCL. UGVCL furnished supplementary information after the presentation and also further information / data as required by the Commission on a detailed study of the petition.

1.2  Public Notice and Public Participation Process

1.2.1 The public notice regarding petition No. 898/2006 was published by MGVCL in the Indian Express (English daily) and the Gujarat Samachar (Gujarati daily). Through this notice, the public were invited to forward objections and suggestions on the petition. The public notice in the newspapers were published on  3rd January, 2007 and time was given to the public up to 3rd February 2007 for forwarding their suggestions/ objections.

1.2.2 The Commission has received 8 (eight) objections to the petition filed by the UGVCL. The Commission considered these objections received and sent communications to the objectors inviting them to take part in the public hearing process by presenting their views in person before the Commission. Each objector was provided with a time slot on the days of public hearing from 19th to 22nd February 2007 for presenting their views on UGVCCL petition before the Commission in the Court Hall, Commission’s office in Ahmedabad. The names of persons and organizations who filed these objections are as follows:

1. Consumer Educations and Research Society, Ahmedabad.

2. Gujarat Chamber of Commerce and Industry.

3. Bharatiya Kisan Sangh.

4. Indian Wind Energy Association, New Delhi.

5. Torrent Power Limited

6. Gujarat Krishi Vij Grahak Suraksha Sangh

7. Surendranagar District Industries Association, Wadhawan City.

8. Western Railways

The following objectors appeared at the public hearing and presented their objections.

1. Consumer Educations and Research Society, Ahmedabad.

2. Gujarat Chamber of Commerce and Industry.

3. Indian Wind Energy Association, New Delhi.

4. Torrent Power Limited

5. Gujarat Krishi Vij Grahak Suraksha Sangh

6. Surendranagar District Industries Association, Wadhawan City.

7. Western Railways

The main issues raised by the objectors at the Public Hearing in respect of this petition along with the responses of the DISCOM are briefly provided in Chapter-3.

1.2.3 Taking into account the following reasons, the Commission condones the delay in filing the tariff petition by GSECL and other successor entities of GEB. The Government of Gujarat has notified opening balance sheet of all companies on the basis of FRP in the month of October 2006. Hence the accounts for the year 2005-06 were finalized in the month of November / December 2006 and the petition for the year 2007-08 was to be prepared and submitted on the basis of finalized Accounts for the year 2005-06. 

1.2.4
State Advisory Committee Meeting

A special meeting of the State Advisory Committee (constituted under Section-87 of the EA, 2003) was convened on 9th February 2007. A presentation was made on the petitions of GSECL, GETCO and four Discoms. The Chairperson of GUVNL/GSECL/GETCO had made a presentation on the salient features of the ARR petitions.
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2.  Summary of UGVCL’s Tariff Petition 
2. 1  
Aggregate Revenue Requirement (ARR)

The Uttar Gujarat Vij Company Limited (UGVCL) in its petition has submitted the Aggregate Revenue Requirement for the year 2007-08 for meeting its expenses and the estimated revenue with the existing tariff for 2007-08. The ARR and the revenue gap are shown in Table – 1 below:

Table – 1

Aggregate Revenue Requirement and Gap  (2007-08)
	
	Particulars 
	                                      2007-08

	
	 
	(Rs. Lakhs) 

	1
	Total Cost of Power Purchase
	288495

	2
	Employee Costs
	14229

	3
	Repairs & Maintenance
	4755

	4
	Admin. & General Expenses
	3095

	5
	Depreciation
	7380

	6
	Interest on Loans
	8159

	7
	Interest on Working Capital
	3666

	8
	Other Debits
	261

	9
	Extraordinary Items
	0

	10
	Provision for bad debts
	1031

	11
	Less Interest & Expenses Capitalised
	4394

	12
	Sub Total
	326676

	13
	Return on Equity
	7127

	14
	Taxes
	112

	15
	Total Expenditure
	333915

	16
	Less: non tariff income
	2490

	17
	Aggregate revenue requirement
	331425

	18
	Revenue from sale of power
	247934

	19
	Other Income consumer related
	7275

	20
	Total revenue before subsidy
	255209

	21
	Subsidy
	60858

	22
	Other Subsidies
	0

	23
	Total revenue after subsidy
	316067

	24
	Gap
	15358


UGVCL has requested the Commission:

· to approve the Aggregate Revenue Requirement (ARR) for the year 2007-08. 

· to bridge the gap between aggregate revenue and aggregate expenditure or to recognize the gap as “Regulatory Asset” to be recovered through tariffs in future.

· to approve the capital expenditure plan for the year 2007-08.

· to approve the continuation of the current retail tariff for the year 2007-08 and allow collection of incremental cost of power purchase through FPPPA charge.

· to evolve a suitable methodology to pass over the cross subsidies from one company to another arising out of the PPA allocations given to each company so that the surplus / deficit of varying magnitudes between the companies could be evened out.
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