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The following organizations / individuals responded to the public notice and filed their objections and suggestions before the Commission.

1. 
Laghu Udyog Bharti, Ahmedabad

2. 
Torrent  Power Limited, Ahmedabad

3.
Shri Raj Tillan, Ahmedabad

4.
Bharatiya Kisan Sangh, Gandhinagar

5.       Consumer Education and Research Society, Ahmedabad

6. 
Gujarat Chamber of Commerce and Industry, Ahmedabad

7. 
The South Gujarat Textile Processors Association, Surat

8.
Shri Navin Jobanputra, Surendranagar District Industries Association, Wadhawan City 

9.
Indian Wind Energy Association, New Delhi

10.
Western Railways

The public hearings were held at the Commissions office between February 19-22, 2007. 

Objections Received and Response of DGVCL 

1. Objector: 
Laghu Udyog Bharti, Ahmedabad
Objections Raised

· According to the objector, a certain bill amount remains in the pipeline because electricity is consumed before the electricity bill is raised. DGVCL has not accounted for such assessment bill amount of Rs. 392.60 crores with the consumers for want of guidelines from the Commission. The Commission may issue guidelines for including such amounts in filing the ARR.

· Bill in pipeline: The amount lying with the consumers till they pay bills equals to 3% of the amount of sale of electricity, which is fictitiously included as either T&D loss or revenue loss. As the supply company has not included this in ARR, the Commission may issue the required guideline.

· Arrears and late payment: This item is not included in the ARR for want of guidelines from the Commission. As the issue relates to efficiency of financial management, the Commission may issue guidelines

· Right of consumer to demand the type of tariff: The following suggestions may be considered: 

· Demand based tariff for commercial consumers.

· Common industrial / lighting tariff for demand based LT industrial tariff.

· KVA / KVAH based optional tariff for HT consumers with no rebate or penalty of P.F

· Restoration of PF rebate: In the tariff structure, if the penalty clause exists, then PF rebate clause should also be provided.

· HTPIV tariff: (Night Tariff) 

· Power [consumption] during the day required to be enhanced by 20% of contract demand and consumption to the extent of 20% to meet maintenance and lighting power requirement.

· Transmission and distribution losses to be charged at the rate of 3.75 paise / unit.

· Rebate for consumption in night hours to consumers paying TOU charges: A proposal for giving benefit of night consumption rebate to all consumers above 500 kVA demand or who are paying TOU charges may be considered.

· Purchase of hydro power from SSNNL: The current proposal is required to be revised incorporating the proposal by GUVNL for purchase of power from SSNNL.

· Discrimination in sale of power to own DISCOMs by GUVNL:

· The GUVNL discriminates in cost of sale of power from one DISCOM to another DISCOM in order to meet the difference in subsidy amount paid by Government to various DISCOMs. The Commission shall intervene and avoid such discrimination.

· The difference on account of FCA cost is not included in the subsidy.
Tariff rationalization: The marginal consumption consumers are not benefited much whereas industrial consumers are put to loss by paying more. The following points may be considered.

· DGVCL projected less revenue and higher expenses.

· Provision for various expenses excluding power cost, being projected figures are not touched 

· The amount equivalent to 1.1 months sale of electricity remains un shown.

· Power supply companies shall be insisted to show separately the projected receipts from arrears of past years and the base year shall be fixed.

· Zero consumption bills are not being issued by supply companies. ARR must be revised taking this also into account.

· Discrepancies in projected revenue:

· Discrepancies in projected revenue: The following discrepancies shall be taken note of:

· the per unit receipts and overall revenue is shown less

· projected receipts are shown less

· the data for power net PVC purchase is not supplied by GUVCL / PGVCL.

· the statement does not show the off peak rebate and its distribution.

· the impact of reduced agricultural consumption and its accounting is not found in the proposal.

· data of improvement of PF of HT / LT distribution system including achievements and hurdles are not given.

Response of DGVCL 

· The revenue from sale of power is recognized on accrual basis and includes provision for unbilled revenue. DGVCL has already accounted the amount of unbilled revenue in pipeline as revenue income in the books.

· After raising the bill to the consumer, the account of the consumer is debited under Sundry Debtors and after payment of the bills; the consumer’s account is credited. So, non-payment of the bill amount by the consumer is reflected in Debtor’s A/c of the consumers while 100% bill amount is separately accounted as revenue income in the books as narrated above. Hence, there is no unaccounted revenue amount for these 10 days grace period and it cannot be construed as revenue loss.

· If the consumer does not pay the bill amount within the prescribed time limit, it is an arrear and it cannot be added to revenue, as it is a balance sheet item. The petitioner submits that cost  implications of arrears have already been considered in ARR calculation i.e. Delayed Payment charges collected from defaulting consumers are accounted as Non-tariff income as Delayed Payment Charges. Similarly, interest on Working Capital in respect of such receivables and arrears is also accounted as ‘Expenditure’. Hence, income and expenditure aspects of arrears have already been accounted for in computation of Aggregate Revenue Requirement.

· The power factor rebate has been disallowed by GERC considering all facts. PF close to unity reduces the KVA demand, hence consumers are being compensated in the bill through demand charges.

· As for changes made in HTP IV Tariff, the rebate for consumption of night hours has been introduced to switch in consumption from peak hours to night time and is not directed for consumers who in any case would be regular users of power at night. Hence the tariff is structured to give rebate on only that part of consumption, which is over and above what would be regular usage for industries with 24 hours shifts.

HTP-IV tariff is optional for the use of electricity exclusively during night hours (10.00 pm to 6.00 am next day). This tariff is also introduced to incentivize a switch in consumption from peak hours to night time. The consumers are allowed to use 5% of contract demand and 10% of consumption during day time. Hence, the relaxation given for contract demand and consumption during day time cannot be increased up to 20% as requested by the Respondent.

· The PPA from SSNNL is not allocated to DGVCL and it is mentioned in the petition. The power purchase cost of the company will be determined by the PPAs allocated to it. 

· JGY has been beneficial to the consumers and the company, but it will hardly impact the subsidization of power to the agriculture consumers. Similarly, cheap hydro power is welcomed but due to the very low availability factors of hydro plants and limited hydro capacity in the state, the state will have to buy rely on buying power from other more expensive sources as well. 

· The principle of marginal cost does not work so well in the power sector on account of increasing marginal cost of power

· The company generally issues zero unit bills when there is no consumption during the billing period but charges fixed charge / demand charge as prescribed in the Tariff Schedule. There is no provision for charging a minimum of 20 units for urban, 10 units for rural and 50 units for the commercial category per consumer when there is zero unit bills. 

· The respondent had calculated the per unit cost based on the present tariff excluding FCA & ED and has submitted various statements in comparison to Form D-4.

Comments of the Commission:

The issues raised and discrepancies pointed out by the objectors and the response by DGVCL will be examined and appropriate decisions will be taken.

2.  Objector:  
Torrent  Power Limited, Ahmedabad
Objections Raised

· The data available in the petition is not reconcilable with the data for 2005 – 06. The ARR for 2007 – 08 of the petitioner could not be examined for want of audited balance sheet and profit and loss account for the previous year.

· It is necessary to indicate the basis of allocation of PPAs among the DISCOMs, as it will have impact on each of the DISCOMs vis-a vis power procurement cost.

· The difference in total MUs purchased and the FPPPA has not been reconciled.

· Details of heat rate, auxiliary consumption and the explanations for the figures provided have not been furnished.

· The basis and approval of allocation, fixed and variable costs of the power plants and other related information has not been furnished.

· The petition does not mention any calculation and whether proposed levy of Rs.  1.13/- unit as FPPPA has been approved by the Commission.

· The proposal of recovering the FPPPA charges at different rate from the licensees compared to other consumers amounts discrimination and is in contravention to Commission’s order.

· It is necessary to look into the gap for 05 – 06 as well as projected gap for 06 – 07 before making any change in tariff and / or FPPPA charges to be applicable for 07 – 08.

· No details as to how the revenue and expenditure of GUVNL have been worked out have been provided.

· The Discom shall combine all losses and present a comprehensive figure which can be easily recognized and understood and also to provide the details of pooled losses duly explaining the reasons for increasing trend and not to burden the consumers and the licensees on account of Discom’s failure to redeem losses.

· The GUVNL and the Discoms may be directed

· To submit audited results for 2005 – 06.

· To make available the comparison of revenue and expenditure along with all parameters and relevant information between projections for 2006 – 07 and as approved by the Commission.

· Provide clarification of expenditure other than power purchase which is indicated as Rs. 521 crores where as in Table 22 it was indicated as   Rs. 501.85 crore which requires to be reconciled.

· TPL submits that the proposal is discriminated and if approved, TPL will have to raise the tariff to its consumers as compared to other consumers of the Discoms which is unjustifiable

Response of DGVCL 

· The data submitted is accurate to the best of the company’s Knowledge.

· Since, each Discom is filing the ARR petition as an independent company, data pertaining and relevant to its own projection of revenue and expenditure have been included in the petition. Various data regarding the sector as a whole are not pertinent to its ARR filing. The audited balance sheets and Profit and loss accounts of each company are filed with the Hon’ble Commission along with the submission of the petition. All figures for FY 2005-06 have been taken from them in the petition, wherever projections have been made based on actuals of FY 2005-06. The balance sheets and P&L accounts will also be put up on the companies website for easy downloads.

· Power purchase for FY 2007-08 has been done on the basis of PPA allocations to the various Discoms. 

· Since FPPPA calculations are based on incremental variable cost, which depends on the MUs generated and not on the MW capacity, the calculations have to be done on a per unit basis. Since FPPPA is proposed to be calculated with the base of FY 2005-06 and the petition is for the approval of the same for FY 2007-08, there is no need to submit data of FY 2006-07, as it has no material impact on the DISCOMs ARR or other projections.

· The details of the heat rate, auxiliary consumptions have been furnished. The share of GUVNL/Discoms from GSECL, central sector stations and IPPs comes to 9567 MW, which amounts to 8850 MW on the GETCO system after accounting for auxiliary consumption.

· The merit order list of plants allotted to each DISCOM, have been submitted in the petition. 

· The terms and conditions including tariff for sale/ purchase of power between licensees, has to be decided mutually and an agreement has to be executed for the same. Since, the earlier agreement between GUVNL and TPL is expiring on 31.03.2007, we have proposed a tariff structure applicable w.e.f  01.04.2007.

· The proposal of charging a separate FPPPA charge is not illegal and is inline with the order passed by the Hon’ble Commission in case No. 252/03. In fact, it is a basic principle of equitability that the cost of any service has to be borne by the beneficiary of the same. It is not necessary to look at the gap/surplus for FY 2005-06 and FY 2006-07 for the FPPPA calculations, as they have no material impact on it. Also, no tariff revisions have been proposed by the DISCOM. 

· The statement given by the respondent is not correct. The overall T&D losses are proposed to be reduced to 25.9% by FY 2007-08 as against 31.58% achieved in FY 2005-06. In fact, distribution losses of all four companies combined are projected to come down to just 21.23% by FY 2007-08. With regard to the increase in pooled losses, they have been taken at 4.8% (based on details till August 2006) of the power obtained from central sector stations. The losses are projected to be higher because there is an increase in the off take from central sector stations in FY 2006-07 and FY 2007-08 as compared to FY 2005-06. Since these losses are in addition to the transmission losses on the GETCO system, an increase is seen in percentage terms in total transmission losses, although GETCO’s loss levels are projected to remain at 4.35%.

· The figures provided by the Discoms for FY 2005-06 are as per the Audited Accounts only. The BST for each DISCOM was finalized in October 2006 for FY 2005-06, based on the accounts of companies then. The calculations for the same are shown in table 43 including the figures used to arrive at the final BST. These are reflected in Table 22. But it was not found necessary to revisit the BST calculations because of these minor changes.

Comments of the Commission:

The various issues raised by the objectors and the responses of the Discoms have been taken into account and appropriately addressed at the relevant portions of this order.  DGVCL has placed some of the information sought by the objectors such as audited balance sheet and profit and loss account on its website.  DGVCL also indicated that wherever projections have been made, they are mostly based on the actuals of FY -2005-06.  DGVCL further clarified that prior to 2007-08 the power purchase was done on a pooling of the power purchase cost and allocation of shares from it to Discoms.  From 2007-08, the power purchase will be based on the allocation of  PPAs, which it claimed, is based on the guidelines contained in National Tariff Policy.  As mentioned earlier, the Commission is of the view that it will be necessary to re-examine the allocation of PPAs among Discoms.  This issue has been addressed separately  later in the order.  

The FPPPA of Rs 1.13 per unit proposed to be charged from the licensees  is purportedly based on the PPA allocation  made to GUVNL ( from which it is notionally said to sell power to the licensees).  The FPPPA projection appears to be based on anticipated increase in fuel cost of these power stations (PPAs) allocated to GUVNL.  The FPPPA  will have to be calculated   in the manner specified  in Commission’s  relevant earlier orders taking into account  increase  in cost of fuel and power purchase and then spreading  it uniformly on all the units of energy forming part of State  energy pool.   After examining the data received from GUVNL, the Commission has approved  the FPPPA to Rs. 0.12  per unit. 

As mentioned later in the order, the State Government will have to examine  the allocation of PPAs to various discoms. 

The Commission has also considered the revenue and expenditure of GUVNL for 2007-08 and allocated it to the four Discoms as part of their ARR.  

As regards the financial performance of the Discoms during 2005-06 and 2006-07, the various relevant aspects  have been covered in this order.  While examining the ARR petitions of the successor entities of the erstwhile GEB, the Commission also  took into account the financial position  of all the entities which emerged  during 2005-06, the trends during 2006-07 and the projections for 2007-08.  As will be evident from this and other relevant orders, the relevant financial  aspects have been scrutinized and  approved in accordance with the applicable norms.   

Further, the operational parameters  of the power stations from which  GUVNL is sourcing power  are largely  governed by  CERC guidelines ( for central  generating stations),  by GERC guidelines  (for GSECL operated stations) and PPAs (for IPPs).   As GUVNL brought out, there has been a notable reduction  in distribution losses. 

3.  Objector: 
Shri Raj Tillan, Ahmedabad
Objections Raised

· It is not clear whether the petition is for determination of tariff or for approval of capital expenditure or for approval of ARR for filing complaints. 

· The approach of GUVNL in the petitions is a clear indicator of its ambiguous legal status; it appears to be of the view that it has the right to approach only as an appendage and not on its own. The Commission has to take serious note of such subterfuge.

· The petitioner may be asked to explain the FPPFA methodology and calculations.

· How can a system loss of about 30% and a major part of it being commercial loss be used as a grossing factor?

· Extraordinary expenses: If extra expenses are due to increased purchase, then revenue earned on those units have to be discounted. The required calculations may be obtained.

· SEC consumers pay FPPPA upto 400 volts of grid consumers and also its own system losses. This is an iniquitous and needs rectification.

· How can a loss making corporate make an income tax provision of Rs. 40 lakh? 

· Past performance of forecast: 

· The petitioners may be asked a comment in qualitative terms the growth it expected, particularly HT consumers.

· There is an item “tariff compensation”. Is it agricultural subsidy or otherwise? 

· The petitioner has to furnish the details for units on amount of stopped meters faulty meters, non – conforming meters, diversion of energy.

· Meter replacement: Are there any indications or study available regarding percentage deference in recording after meter replacement?

· Revenue neutrality: The petitioner has to explain the term “tariff neutrality” in the light of actual effect, the assumption underlying the neutrality and its effect on the range of load factor.

· Classification of consumer categories: 

· What is the tariff applied and service offered to consumers 

· Who avail supply at voltage exceeding 11 kV?

· Are the units sold to EHT consumers accounted in HT sales

· What is the quantum of sales in units and billing demand to EHT consumers.

· Are the units sold to EHT consumer accounted for as traded units and traded units shown separately?

· What is the quantum of sale and demand of EHT consumer with CGP?

· What is tariff applied to domestic consumer with connected load above 10kW?

· Connected load: The petitioner has to explain why the residential category has shown a decrease in connected load. Why the connected load for 2007–08 is shown as 2735.431, which is less when compared to the figures for 2005-06 and 2006-07.

· Agricultural consumption: The prescribed normative figure is 1700/HP/annum units against 500 units/HP shown in the petition. This requires review. If unmetered consumption is computed on the same units / HP basis, what are the implications on distribution losses? 

· Public lighting: Public lights remains functional for 30% of the scheduled time. The figure in fact would be lower as about 7-8% must be less in street lights mains. This requires to be explained.

· Excess demand charges: The excess demand charges are about 20% of the neutral fixed. The following need clarification:

· reasons for such violation;

· are they due to non – release of requisitioned demand or due to lengthy procedures for release of demand?

· Is the excess demand revenue as per the tariff annexure or any other method adopted for recovering excess demand charges from consumers?

· Distribution loss: What is the quantum of technical and commercial losses.

· Audited accounts: A copy of the balance sheet to be supplied.

· Distribution Transformer failure: 

· The petitioner may furnish a study report on the cause of such high rate failure of transforms and remedial action proposed?

· What is the revenue earning potential considered for valuation of assets, which terms the basis of carrying on equity? 

· Tariff to CGP consumers: why is the tariff condition for CGP is not declared in the petition?

· Does the DCVCL charges tariff which is not declared or approved by the Commission?

· What is the authority for charging such penal charges or breach of contract demand?

· What are the determinants and numbers, which are not disclosed in the tariff schedule?

· What is the annual revenue from such penalties?

· If the charging of penal rates is not a part of tariff and beyond the purview of the Commission, the petitioner shall declare it so to the Commission.

· Unscheduled Interchange: How is this accounted for in the energy balance? It is essential that the disclosure of this item should be made.

· Virtual equity – real reserves: The petitioner may be directed the equity which is paid in cash and which is issued for consideration other than cash. Similar figures may be furnished in respect of reserves also.  

· The Commission may insist on a specific declaration from each distribution licensee covering: 

· Number of consumers who have approached the petitioner, has been asked to sign a contract or pay parallel operation charges (POC).

· Number of consumers who have been asked to pay the POC charges.

· Details of wheeling being done across the distribution network for any consumer with a stipulation of POC as quid pro quo for the wheeling permission.

· Number of consumers or transmission lines in use for which POC is being paid is as per Government Policy.

· Number of consumers refused wheeling facility or connectively on account of refusal to POC.

· How many consumers have approached the petitioner for connectively in the past one year.

· What is the income from this source.

· Cross – subsidy: The petition does not mention

· income from cross subsidy from open access consumers

· claims on any person for cross – subsidy.

· Other income: This should not be allowed to be deducted for arriving at ARR.

· Cash parking: The petitioner shall submit (a) cash management statement indicating how and where the cash collection is parked and who are responsible for parking (b) fund path statement (c) all agreements of wheeling or grid connectively and standardize such agreements in the interest of equity and eliminating shortages. 

Response of DGVCL 

· The aspersion that the GUVNL “executes its own policy preferences unhindered and undaunted in preference to legal provisions” is without basis. The unbundling of the GEB was as per the law.

· DGVCL has filed its petition to get its ARR approved for the year 2007-08

· GUVNL has been statutorily assigned the residuary role of the erstwhile GEB and hence it is entitled to join as a co-petitioner

· The GERC has to evolve a framework for multi year tariff and provide the guidelines before the utilities can file the petitions. This is yet to be done

· All relevant calculations regarding FPPPA charge estimations have been submitted to the Commission for examination. FPPPA charges provided are merely estimates and only actuals would be passed onto consumers based on the formula already approved by the Commission

· Aggregate Revenue Requirement:

· The company has to provide for all the taxes it is liable to pay including fringe benefit tax, wealth tax and income tax and makes provisions for them

· Depreciation is an allowable expense as per the terms and conditions of tariff declared by the Commission

· Subsidy on account of agricultural consumption is based on the rates revised by the GoG as of 01-02-2004 and with the exemption of electricity duty

· All HT and EHT consumers availing supply at voltage exceeding 11kV/22kV/33kV are billed in the HT category and EHT billing is not shown separately

· The reported residential load has shown an odd spurt. This discrepancy is accounted by data put together from two separate sources. This has now been corrected

· There is a considerable under reporting of load in the agricultural metered categories – there is a need to estimate agricultural consumption on a more scientific bases and the company is looking into the issue

· There is a negative growth of demand on account of street lighting – this may be due to disconnections of street lights and energy conservation measures

· The excess demand charges are as per the Tariff Schedule and 13.75% of the fixed charge and not 20% as submitted by the intervener

· The distribution losses of DGVCL are currently 19.99% and T&D losses are 24.28%. They are projected at 16.59% and 15.59% respectively for 2007-08

· The company will file its Business Plan as per the directive of the Commission 

· Audited accounts have been filed with the Commission

· The company will strive to become a customer oriented and customer driven utility

· The maintenance of distribution transformers is being carried out both in-house and through outsourcing. However, during the monsoons there are heavy rains and this affects the transformer failure rates

· The issue of tariff to CGP consumers is before the Honourable High Court of Gujarat

· UI charges will be taken into account when ABT is completely implemented. State wise ABT is expected to start from April 2007 across Gujarat

· As a major step towards implementation of the Financial Restructuring Plan, the GoG issued a notification on 3-10-2006 notifying the final opening balance sheet of the company as on 01-04-2005 containing the values of assets and liabilities which stood transferred from the GEB. This has been taken into account while estimating R&M expenditures

· Depreciation for the purposes of preparing the annual account, is based on the rates prescribed by the CERC and not on the basis of the Companies Act. 

· The reserves are at rates approved by the Commission.

· The issue of the parallel operation charges is pending before the Commission

· The company has considered the “Other income” also while projecting the ARR for 2007-08; the APDRP incentive and flood subsidy have not been considered as they are one time receipts

· The collections received by the various field offices are deposited in non-operative collection account in various branches of the consortium of banks in South Gujarat.

Comments of the Commission:

The  above objector  has mainly sought information  on various points and also made observations on certain legal aspects and the performance of the  discoms/GUVNL / GSECL. Most of the issues have been addressed in the responses  which the discom has provided.  Some of these aspects are  not directly germane to the issues which arise in ARR determination.  The Commission  has  however  taken into account, wherever necessary,  all the relevant issues while deciding  on the questions involved in the petition. 

4.  Objector:  Bharatiya Kisan Sangh, Gandhinagar
Objections Raised

· Bharatiya Kisan Sangh should be given opportunity of hearing before Commission if the companies have sought any hike or revision in agricultural tariff.

· The ARR petition for the year 2007-08  is not made available to the public.


Response of DGVCL 

· If the Discoms had sought any hike or revision in the agricultural tariff, then the Bharatiya Kisan Sangh would have been given an opportunity of hearing before the Commission.

· The DGVCL has filed the petition before the Commission. Soon after a press note was published in the daily papers calling for objections – the petition was made available at the corporate office and circle offices on payment of the prescribed fees. The petition was also available on the website. 

Comments of the Commission:

DGVCL has not proposed any hike in agricultural tariff. As mentioned by DGVCL the petition is made available in circle offices and corporate office.

5.  Objector: 
Consumer Education and Research Society, Ahmedabad
Objections Raised

· Multi Year Tariff (MYT):

· ARR petition by DISCOMS needs to be revised under MYT for 3/5 years

· There is no justification for uniform tariff for all DISCOMs

· Fixed Charges: The Commission needs to reconsider the decision made in the previous tariff order to revise fixed charges based on connected load and allow fixed charges based on monthly power consumption of the consumers.

· Unmetered connections: The Commission should direct all DISCOMs to provide details of meters installed from 1st April to December, 2006 and monitor installation of meters on monthly basis in agriculture sector

· Delayed Payment Charges: The details of such consumers and amount recovered by all the DISCOMs under delayed payment charges and reconnection charges collected may be obtained

Response of DGVCL 

· The GERC has to evolve a framework for multi year tariff and provide the guidelines before the utilities can file the petitions. This is yet to be done

· Fixed charges have to be based on the connected load and not monthly power consumption as the Discoms have to provide for the necessary infrastructure and equipment for the entire load at all times to the consumer

· Discoms have made substantial progress in installing meters at feeder level and even at DTC levels; many of the so called “un-metered consumers” have meters installed on their connections but they are charged based on their connected load and not on their consumption

· The delayed payment surcharge includes delayed payment charges and reconnection charges. DGVCL has collected Rs.110.19 crores for the year 2005-06 shown in the other income of P&L account and Rs.5.13 crores as reconnection charges shown under the head Miscellaneous charges from consumers 

Commission’s comments:

The Commission is working on the question of introducing  multi-year tariff. Some of its elements such as stable tariff framework, reduction  in T&D losses and milestones for improved performances of utilities and licensees  are being addressed as part of the yearly  ARR exercise.  Nevertheless the Commission, as mentioned earlier, will soon come out  with a framework for multi-year tariff.  The DGVCL  has given the details of delayed  payment charges and reconnection charges.  Such charges should be levied only in accordance with the provisions of the regulations.   The changes  in fixed charges have been introduced in the last tariff order.  As mentioned earlier, alternative modalities if any can be considered after gaining  more experience  with the present system of fixed charges.  As regards uniform tariff for all Discoms,  the National  Tariff Policy  recognizes that after unbundling  state electricity boards  into smaller Discoms, attempt should be made to maintain (to extent possible)   parity in tariff among different consumer categories in the state.  This question has been  examined further in the order while discussing the allocation of PPAs to the Discoms.  The Commission recognizes  the need for speedy progress in metering unmetered  agricultural connections.  All the Discoms  should take proactive  measures  in this direction.  The other issues raised have been kept  in view while  deciding upon  the ARR.

6.  Objector: 
Gujarat Chamber of Commerce and Industry, Ahmedabad
Objections Raised

· Fuel and Power Purchase Price adjustment: 
· The proposal to increase fuel cost at the rate of 36 paise/unit will entail in a total burden of Rs. 1340.47 crores, which will impair the competitiveness of Gujarat industries vis-a vis other States and international markets

· All DISCOMs have increased fuel adjustment charges at the rate of 12 paise/unit from 01.04.2006 and if the increase of 36 paise/unit is agreed, then the increase would be 48 paise/unit

· The Commission shall not permit this increase at present and detailed calculations of all fuels shall be made available to consumers

· Review of Commission Directives: The directives given on 06.05.2006 for 2005-06 and 2006-07 shall be reviewed, particularly T & D losses.

Response of DGVCL 

· The FPPPA are projections and ultimately only the actual Incremental increases will be passed onto the consumers. What ever FPPPA will be charged will be over and above what is currently being levied

· The Discoms have submitted a detailed response to all the directives issued by the Commission

· Each Discom has committed to significant T&D losses reductions as provided by them. 

Comments of the Commission:

Later in this order, the Commission has examined actions taken by Discoms  on the directives contained in the previous tariff order.  It may be noted at this stage that the discoms have generally exceeded the T&D loss reduction target set out in the last tariff order. Further, the Commission has not allowed any FPPPA over and above Rs. 0.12 per unit  already being charged  by the Discoms.  Further in the present order, the Commission has taken the fuel cost levels  which obtained during the period from October 2006 to December 2006 so as to moderate the future impact  of FPPPA (for natural gas price level of earlier quarters considered more representative have been incorporated). 

7.  Objector; 
The South Gujarat Textile Processors Association, Surat
Objections Raised

· Discoms have not asked for tariff increase but have requested the Commission to pass on all incremental power purchase cost in the FPPPA.  If the tariff and fuel surcharge is increased, our textile processing mills will be severely affected.

Response of DGVCL 

· The FPPPA are projections and ultimately only the actual Incremental increases will be passed onto the consumers. What ever FPPPA will be charged will be over and above what is currently being levied
Comments of the Commission:

This point is covered in Commission’s comments at 6 above.

8.  Objector; 
Shri Navin Jobanputra, Surendernagar   District  Industrial Association, Wadhawan City

Objections Raised

· The Distribution Licensee has to file the ARR before the Commission by the 30th of November as per the provision 11(7) of the notification no. 12/2005 dated 31-03-2005. As there is a delay, the petition is not maintainable and should be quashed. 

· There is a vast difference in power purchase cost between the actuals of FY 2005-06 compared to the projected power purchase cost for FY 2007-08. It is required to scrutinize the information provided by distribution licensees while justifying the power purchase cost.

· Final Accounts (audited) for the year 2005-06 has not been made available. As such, performance cannot be evaluated. Likewise, for the year 2006-07, actual figures upto November/ December would be made available. In the absence of such information, the ARR for 2007-08 could not be analyzed. 

· In accordance to the Order dated 25-06-2004 of the Gujarat Electricity Regulatory Commission, the assessment of consumption of electricity is arrived at by actual reading of the metered connections and by norms of 1700 units per HP per year for unmetered agricultural consumers. Hence, for the electricity consumption of unmetered consumers should be according to the contract demand for the agricultural use, for the metered consumers as per the actual meter readings and the electricity consumption by permanent disconnected consumers should be kept separate from the contracted load for agricultural consumption. The Discoms arrive at the T & D loss based on the calculation of agricultural consumption. 

· For the FY 2005-06 information is required for the amount of FPPPA charges recovered in selling of power to AEC, SEC and KPT. Also, the details regarding how the charges are collected needs to be furnished

· The whole petition is based on the cost allocated to purchase power. It is difficult to come to some conclusion if there is no information regarding the power purchase and its allocation, merit order and its evaluation given by the distribution licensees. 

· The Companies were expecting reduction in agricultural consumption due to the implementation of Sujalam Suphalam scheme. However, the facts given in the petition for the year 2006-07 indicates increase in the agricultural consumption. The Sujalam Sufalam scheme has not given the desired result and hence, it is a failure. 

· The information regarding the detailed calculation to arrive at 0.12 paise per unit as FPPPA charge for the year 2006-07 has not been given. The justified details in this regard are needed to arrive at proposed FPPPA charge of Rs.0.36 paise per unit for the year 2007-08. Also, information regarding amount of FPPPA for the year 2006-07 for the farmers and its recovery from the Government is also required. 

· There appears to be a cross subsidy among the Discoms when comparisons of the approved projections for the FY 2005-06 and FY 2006-07 by the Commission and the actual for FY 2005-06 as filed by the petitioner, are made. There are no detailed justifications regarding the amount of cross subsidy distributed among the distribution licensees. 

· The rebate/incentives such as power factor rebate should be reintroduced from 01-04-2006 onwards. The implications of removal of power factor like revenue earned by the Discoms, system stability and due to this, what is the impact of revenue should be considered.

· There is cross subsidy across consumer category observed in the petition.

· The Distribution Licensees have not taken care for the projected figures as against the approved figures given by the Commission in the previous order. The State Government gives Rs. 1100 Crores in the form of agricultural subsidy to each distribution licensee. But it is proposed that for FY 2007-08, the basis for agricultural subsidy would be changed. DGVCL and MGVCL will be affected as there is no provision for agricultural subsidy for FY 2007-08. 

Response of DGVCL 

· Delay in filing of ARR petition for the year 2007-08: All the Companies have started their commercial functioning from 1st April, 05.  Accounts for all the unbundled entities were to be separated during the year and whole exercise for separation of Accounting was continued throughout the year and GOG has notified opening balance sheet of all companies on the basis of FRP in the month of October 06 (3rd October, 2006) hence Accounts for the year 2005-06 were finalized in the month of December, 06.  Since, petition for the year 2007-08 were to be prepared and submitted on the basis of finalized  Accounts for the year 2005-06, it has been submitted thereafter. Further, this is the first petition submitted by licensees,  post PPA allocation.  The implication of this had also to be studied before the petitions could be finalized.  This was another exercise the companies had to face, leading to some delay.

· Power purchase cost based on Discoms ability to pay: Present petition is not on the base of Bulk Supply Tariff but it is based on PPAs allocated to respective DISCOM.

· Comparison of actuals to approved figures for Financial years as requested are provided.

· Assessment of consumption by un-metered agricultural consumers: Agricultural assessment of MUs consumed by agricultural consumers are assessed considering 1700 kWh/HP/Annum, which is approved by Hon. Commission, while that for metered category it is considered as recorded

· T&D Loss: The company has taken various initiatives to reduce the distribution losses.  Some of these steps taken have already been shown in the petition in the paras relating to distribution losses.

· Sale of power to A.E. Co., S.E. Co. and K.P.T and losses thereof: Power supply to AEC, SEC, and KPT is being supplied as a licensee and is billed as per applicable tariff to the licensee i.e. EL-I approved by Hon. GERC.

· Allocation of power station, merit order and its evaluation: Power Stations allocated to each DISCOM are shown in ARR petition.  In order to minimize the power purchase cost, the company has worked out a comprehensive Merit Order Dispatch, (MOD) based on variable charge applicable per Unit from its PPA allocated generating stations

· Effect of Sujlam Suflam Yojana on Agriculture consumption: In DGVCL area there is no “Sujalam-Suflam Yojana”

· Recovery of FPPPA charges and FPPPA to licensee: For the first quarter of 2005-06, there was FPPPA Charge of two paisa per Unit. Since FPPPA calculations are based on incremental variable cost which depends on the MUs and not on the MW capacity, the calculations have to be done on a per unit basis.  MUs available from each station have been calculated by taking into account the PAF of that station. And further since FPPPA is proposed to be calculated with the base of FY 2005-06 and the petition is for the approval of the same for FY 2007-08, there is no need to submit data of FY 2006-07 as it has no material impact on the DISCOMs ARR or other projections

· Cross Subsidy among the Discoms on account of PPA allocation: To even out the surplus/deficit of varying magnitude between the companies arising out of PPA allocation, it is required to pass over it as cross subsidies from one company to another

· Power factor rebate and its implication: Power Factor Rebate was introduced to improve the grid voltage and bring discipline in the consumption by the consumer.  Stringent conditions are prescribed in Distribution Code, Standard of Performance, Power System Management Standard, and Transmission Code.  Considering the above, all the consumers are expected to maintain the PF near to Unity

· Cross subsidy across consumer category: In respect of above, it is submitted that the phenomenon of cross-subsidization is a universally accepted one and is present in India in almost all regulated industries like Telecom, Railways, power, etc.  Accordingly, there is some amount of cross-subsidy which is present in the power tariffs of many categories of consumers.

· Revenue projection for the F.Y 2006-07 and ARR for 2007-08: 

· Comparison of Energy Sales approved by Hon’ble Commission and Revised projection projected by DGVCL: For the projection of Unit sale and Revenue from sale of power for respective category of consumers for the year 2006-07 in the current petition is projected on actual of 2005-06 and with the new tariff approved by the Hon’ble Commission.

· Contracted load:  ARR petition is prepared and submitted as per the requirement of Honourable Commission.  In table 8 and 12, all connected load data has been converted to the same units i.e. MW so that they can be added to scrutinize the overall load growth observed in the past years. As such tariff calculations have been as per the unit system provided in the tariff schedule only.

· Estimation of Income for the year 2007-08: The method of projecting Revenue of the company suggested by the respondent is not at all scientific.  For example, it fails to consider that incentive from APDRP Scheme and Flood Relief received from GoG cannot be considered for projection, as it is a one time event.

· Reactive Charge: Reactive Charges have not been projected for FY 07-08.  However, in FY 05-06, income from Reactive Charge is included in the overall Revenue submitted in the petition.

· Tariff compensation & Subsidy:  The subsidy disbursed to erstwhile Gujarat Electricity Board is now disbursed to GUVNL and in turn GUVNL allocates  it to respective Discoms. Accordingly, DGVCL has received   Rs. 2528 lakhs as a Tariff Compensation and Rs. 5540 lakhs as a Subsidy. 

· Sale of Surplus Generation:  As and when the opportunity of power trading presents itself, it will be taken up.  The fact is, the state as a whole in shortage of power during peak period.  To meet the shortages during peak hours power has to be bought from short term traders.  So, even if overall there might be some excess MUs, that can be generated but there will still need to buy power in the short term.

· Calculation of FPPPA Charges from consumers and licensee: Calculation of FPPPA Charges is shown at Table 15 of the ARR petition for FY 2005-06.  

· FPPPA Charges from Agricultural Consumers: As per directive of GOG vide letter dated 1.11.2004, till further order, FPPPA charges applicable to Agricultural consumers is levied. However, State Government  reimburses the amount and no charges are collected from the consumers on this account.

· Other  income & non tariff income: With the change in methodology for calculation of supplementary Bill in case of theft of energy and unauthorized use of energy, the assessment for unauthorized use of energy and theft of energy have been affected largely. Secondly, the recovery of wheeling charges is on the basis of Voltage Level and there is no consumer wheeling energy at 11 KV or lower Voltage level and hence no wheeling charges have been estimated. Grants under APDRP scheme is on the performance base and hence it cannot be estimated. There was major migration of employees from one company to another company during the year 2005-06 due to unbundling of erstwhile GEB. Therefore, deviation in estimation of non tariff income is experienced.

· Agricultural Subsidy to DGVCL: Since DGVCL has good consumer mix it therefore does not require subsidy support.  Hence, it is proposed not to provide for agriculture subsidy to DGVCL.
Commission’s comments:

DGVCL clarified the reasons which led to the delay in filing of ARR for 2007-08.  The Commission has condoned the delay having regard to the relevant facts and circumstances.  

As noted earlier, GUVNL sold power to the four Discoms on the basis of differential bulk supply tariff.  This mechanism was intended to take into account the relative ability to pay of the concerned Discoms.  Since then, GUVNL has allocated the PPAs to the Discoms with a view to reduce the financial burden on the Discoms with a relatively unfavorable consumer mix and revenue potential. But as already noted, the allocation which GUVNL seems to have made needs to be re-examined by the State Government.  Incidentally according to the National Tariff Policy the State Governments have to decide the issue of  PPA allocations to Discoms.  For the present, the Commission has used the PPA allocations as presented by Discoms for determining the ARR petitions.  

As regards agricultural consumption of unmetered connections, as the Discoms have clarified, it is estimated normatively at 1700 kWh/HP/year.  As there is a vide disparity between the actual consumption levels in metered connections and the above norm, the Commission separately directed the Discoms to undertake further studies on norms of consumption of unmetered agricultural connections base on the latest data and experience gained from agricultural feeders from general rural feeders.  

As for T&D losses, as noted earlier, the targets set for 2005-06 and 2006-07 have been achieved.  However, the issue calls for a more careful analysis incorporating the latest data and systems studies.  As discussed earlier, the sale of power to bulk supplies licensees was calculated considering the high cost PPAs allocated to GUVNL as the source of supply.  Further, GUVNL has claimed Rs.1.13 as the FPPPA leviable for such sales.  As already noted, the allocation of PPAs will have to be examined by the State Government .  The Commission has restricted FPPPA to 12 paise per unit.  The costs associated with FPPPA have to be passed on to the consumers according to Commission’s order on the subject.  The adjustments in the different consumer mix as between Discoms have to be based on appropriate allocation of PPAs and distribution of agricultural subsidy. 

No model of one Discom cross subsidizing another is envisaged in the regulatory framework.  Further, consequent upon any revision of PPA allocations (as and when made by the State Government), there will be some changes in the merit order despatch and power purchase costs of Discoms.  As regards the impact of Sujalam Sufalam on power consumption in the agricultural sector, GUVNL representative mentioned during the public hearing that no reduction has been observed and that any further trend would be noticeable over a period of time.  

The question of power factor will be addressed separately in another order.  The Commission is separately working on a paper covering the question of cross subsidy across consumer categories.  The views of all the stakeholders will be elicited before proceeding further in the matter.  The Discom has also clarified that seasonal surplus in generation available with GSECL cannot the utilized due to lack of demand in the monsoon.  The shortages generally occur in peak periods when the generation is already nearly at full load.
9.  Objector: 
Indian Wind Energy Association, New Delhi
Objections Raised

· Renewable purchase obligation:  The power procurement plan proposed by the distribution licensees in their ARR for 07-08 does not comply with the regulations notified by the Commission. Each distribution licensee shall, along with sufficient proof indicate:

· The proposed quantum of purchase from renewable resources in ARR

· The sources from which it plans to purchase the specified quantum 

· Submit revised ARR for 2007-08

· Cross-subsidy on renewable energy

· Open access transactions involving renewable power should be exempted from the cross – subsidy surcharge

· The Commission to exempt open access wheeling transactions for third party based on renewable energy sources from applicability of ‘cross-subsidy surcharge’

Response of DGVCL 

· Most of the wind energy producers install wind mills for wheeling of power to their manufacturing units and get adjustment of power generated against their consumption of power in manufacturing units located elsewhere in the state. Presently only 22 out of 234 wind farm power producers sell their energy to GUVNL.. GUVNL also buys power from micro hydel plants which totals about 7MW and energy available depends on water availability. Therefore, the norm of 1% of power purchase from renewable sources mentioned under the Regulations cannot be fulfilled

· There should not be any discrimination amongst open access users and the Commission is requested not to consider the request for exemption on cross subsidy surcharge.

Commission’s comments:

The Commission issued Orders on 11-08-2006 to facilitate wind energy purchases. GUVNL, which coordinates all the power purchases of Discoms, has shown willingness to buy any additional offered supplies of wind energy. As additional wind farms are expected to be put up shortly, the scale of purchases may go up depending upon supply. The question whether the cross subsidy on wind energy sold to third parties should be reduced is a different question that needs separate consideration. 

10.  Objector: Western Railways
Objections Raised:

· The Indian Railways is an essential part of the country’s transportation infrastructure and Western Railways has spent almost Rs.253.60 crores to purchase electricity from various Discoms in Gujarat at the rate of Rs.5.04/kwh which is the highest rate charged by any other supply authority. Keeping in view the current legislation, policy and regulations, the tariff needs to be rationalized, made reasonable and proportionate to the cost of supply to the railways. The Railways may please be charged on the basis of cost of purchase from Central Generating Stations.

· The Railways are unnecessarily burdened with the highest level of cross subsidies – the Commission is requested to reduce this burden and decide on a five year road map on reduction of cross subsidy. The IE Act stipulates that the tariff must be based on cost of supply and we request the Commission to request the Discoms to provide the complete cost of supply data on category-wise as well as service voltage level wise to enable Western Railways to represent its case properly. 

· Western Railways draws electric power supply for electric traction from DGVCL at various traction substation points. Even though metering is carried out on the 132 kV voltage side, the transmission, transformation and low voltage distribution losses are borne by the Western Railways

· The power factor rebate may be reintroduced for power factor above 0.95 

· The demand charges must be levied on the Railways based on simultaneous maximum demand recorded at all the railway TSS of the Discoms

· Billing demand should be fixed at 75% of contracted demand for the Railways and a suitable tolerance for exceeding CD should be provided

· GERC is requested to exempt railways from payment of development charges for enhancement of contract demand from time to time

Response of DGVCL 

· The phenomena of cross-subsidies is a universally accepted one and in India, it exists in all regulated industries. 

· There has been no revision of the energy charges of the Railways for the past six years from FY 2000 onwards even though there has been substantial increase in the cost of operations and service for the utility and the rate of inflation. Moreover, the freight costs charged by the Railways for transportation of fuel have been increased substantially in the last couple of years. 

· Charging on the basis of the cost from Central Generating Stations is not possible as it is directly linked with the requirement of the power from the CGS at the various intervals of the day. Railways are free to use open access provided they pay the utilities the transmission charges, surcharge, and the cross subsidy surcharge applicable.

· As the consumers are expected to maintain Power Factor  close to unity on account of the stringent conditions in the Distribution Code, Grid Code etc. and moreover, drawal at unity PF will entail benefit in demand charges

· The Respondent’s request that demand charges be based on the Maximum Demand recorded at all the Railway TSS is not reasonable due to the fact that the distribution network has to service to the maximum local demands and hence investments are triggered by the local peaks in demand. In such a scenario, working with undue preference for a particular consumer is not possible for the utility

· The Billing demand has been fixed at 85% and reducing it to 75% would again create undue preference for a particular utility. Providing a tolerance in contract demand is also not possible for the utility as even a 5% tolerance for a customer like railways which has a very high contract load will lead to a considerable increase in the load on the system and that much more uncertainty in scheduling of load under the ABT

· The Objection on development charges is not related to the tariff petition

Commission’s comments:

The Commission has not increased the tariff of Railways since the past six years. A separate order is being issued on the question of Power Factor rebate and road map for reducing cross subsidy across consumer categories.
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