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5.1
Energy Sales
Proper projection of category-wise energy sales is essential to determine the quantum of power purchase and the likely revenue. This section examines in detail the customer category sales projected by the MGVCL in its petition for approval of ARR.

5.2
Consumer Categories 


MGVCL serves over 19 lakh consumers in its licensed area and the consumers are categorized as under:


LT Category 

· Residential

· Commercial

· Educational institutions

· Industrial LT & HT

· Motive power

· Laboratories and Research Institutions

· Agricultural (irrigation pumpsets)

· Water works and sewage pumping 

· Public Lighting.

HT Category

· Industries mostly involved in manufacturing of goods.
· Service industries of commercial category.
· Colonies, towns, shops etc., having predominantly lighting load.
· Railway traction and work shops.
The DISCOM serves the consumers at different voltages at which the consumers avail supply.

All the consumers other than Agricultural consumers are metered; even the Agricultural consumers who are now being connected are metered. However majority of Agricultural consumers who are availing supply are unmetered and the consumption is assessed based on the norm fixed by the Commission. 

5.3
Overall Approach to Sales Projection


MGVCL has projected the category-wise energy sales for the year 2006-07 and 2007-08 based on actuals for the year 2005-06 and the revenue is based on provisional final accounts for the same year. MGVCL stated that from the past experience historical trend method has proved to be reasonably accurate and is a well accepted method for estimating the load, number of consumers and energy consumption.


MGVCL has therefore estimated the energy sales to various customer categories primarily based on the CAGR trends during past years.  Wherever the trend has seemed unreasonable or unsustainable DISCOM corrected the growth factors to arrive at more reasonable projections.

5.4
Projected Energy Sales – 2007-08


MGVCL has furnished the category-wise past sales along with estimates for the year 2007-08 and the underlying CAGR (5 years and 3 years) as given in Tables-2 and 3 below:

Table-2

Historical Trend in Category-wise Sales

 (MUs)

	 Financial Year
	2001-02
	2002-03
	2003-04
	2004-05 
	2005-06 

	LT consumers
	 
	 
	 
	 
	 

	Residential
	754
	779
	836
	896
	973

	Commercial
	217
	228
	254
	283
	310

	Industrial LT
	272
	287
	307
	335
	357

	Public Lighting
	43
	44
	42
	44
	46

	Agriculture
	776
	803
	766
	745
	743

	Public Water works
	79
	83
	90
	97
	102

	LT Total
	2141
	2224
	2295
	2400
	2531

	 
	 
	 
	 
	 
	 

	HT consumers
	 
	 
	 
	 
	 

	Industrial HT
	1293
	1302
	1342
	1325
	1327

	Railway traction
	244
	250
	246
	255
	266

	HT Total
	1537
	1552
	1588
	1580
	1593

	Total
	3678
	3776
	3883
	3980
	4124


Table-3

Category-wise Growth rates of energy sold 

	 Particulars
	CAGR 

(5 years)
	CAGR 

(3 years)
	YoY
	Growth rate for projections 06-07
	Growth rate for projections 07-08

	LT consumers
	
	
	
	
	

	Residential
	6.6%
	7.9%
	8.6%
	8.6%
	8.6%

	Commercial
	9.3%
	10.5%
	9.5%
	10.5%
	10.5%

	Industrial LT
	7.0%
	7.8%
	6.6%
	7.8%
	7.8%

	Public Lighting
	1.7%
	4.7%
	3.8%
	4.7%
	4.7%

	Agriculture*
	-1.1%
	-1.5%
	-0.2%
	-4.0%
	-4.0%

	Public Water works
	6.6%
	6.5%
	5.4%
	5.4%
	5.4%

	LT Total
	4.3%
	5.0%
	5.5%
	5.7%
	5.8%

	HT consumers
	 
	 
	 
	 
	 

	Industrial HT
	0.7%
	-0.6%
	0.2%
	6.0%
	6.0%

	Railway traction
	2.2%
	4.0%
	4.3%
	6.0%
	6.0%

	HT Total
	0.9%
	0.2%
	0.8%
	6.0%
	6.0%

	Total
	2.9%
	3.1%
	3.6%
	5.8%
	5.9%


* Growth rate applied to only metered category. 0% growth assumed for unmetered services.

Based on the above growth rates for energy sold MGVCL has projected the category wise energy sales for the year 2007-08 as given in Table - 4 below:

Table-4

Projected Energy Sales

(MU)

	Sl.

No.
	Category
	Sales 2003-04 (actuals)
	Sales  2004-05

(actuals)
	Sales 2005-06 (actuals)
	Sales 2006-07 (Projected) 
	Sales 2007-08

(projected)

	
	LT Consumers
	
	
	
	
	

	1. 
	Residential
	836
	896
	973
	1057
	1148

	1. 
	Commercial
	254
	283
	310
	342
	378

	2. 
	Industrial (LT)
	307
	335
	357
	385
	415

	2. 
	Public Lighting
	42
	44
	46
	48
	50

	3. 
	Agriculture
	766
	745
	743
	737
	727

	4. 
	Public water works
	90
	97
	102
	108
	113

	
	LT Total
	2295
	2400
	2531
	2676
	2832

	
	HT Consumers
	 
	 
	 
	
	

	5. 
	Industrial and Others
	1342
	1325
	1327
	1407
	1491

	3. 
	Railway Traction
	246
	255
	266
	282
	299

	
	HT Total
	1588
	1580
	1593
	1689
	1790

	
	Total (LT+HT)
	3883
	3980
	4124
	4365
	4622


The sales figures for 2003-04, 2004-05 and 2005-06 are actuals, the sales for 2006-07 are estimated based on actuals for part of the year and the sales for 2007-08 are projected based on the 3 years CAGR and the growth during 2005-06.  In some cases the actual sales during the first six months of 2006-07 (April 2006-September 2006) were also considered.  The sales for 2007-08 are projected mostly based on past trend.


Commission’s View

MGVCL has projected the energy sales for different categories of consumers for the year 2007-08 as given in Table - 4 above.  The projected sales are based on 3 years CAGR (2003-04 to 2005-06) and growth in sales during 2005-06 over 2004-05, in some cases the DISCOM has considered the actual sales during.  April 2006 to September 2006 to project sales for 2007-08.  The consumption by each category of consumers is discussed as under.


a) Residential / Domestic

MGVCL has projected energy sales of 1148 MU for 2007-08 at a growth of 8.6%.  The growth had been 6.6% over a five year period (2001-02 to 2005-06) and it has been 7.9% over a three year period (2003-04 to 2005-06). The growth during 2005-06 was however, 8.6%.  Considering these growth rates, the DISCOM considered a growth of 8.6% during the years 2006-07 and 2007-08.  The projected sales for 2007-08 are 1148 MU.

The sales during the first six months of the year 2006-07 (April-September 2006) as obtained from MGVCL are 591 MU against 1057 MU estimated for 2006-07 and 1148 MU projected for the full year of 2007-08.  Considering the past trend and the sales during April-September 2006 the projected sales of 1148 MU are considered to be reasonable.

The Commission approves the energy sales to the residential category at 1148 MU for the year 2007-08.

b)  Commercial
MGVCL projected energy sales at 378 MU for the year 2007-08 at a growth of 10.5%.  The growth of energy sales in commercial sector had been 9.3% over the 5 year period (2001-02 to 2005-06) and it was 10.5% over the 3 year period (2003-04 to 2005-06).  The growth during 2005-06 was also 10.5%. The DISCOM has considered a growth of 10.5% for the years 2006-07 and 2007-08.  The projected sales for 2007-08 are 378 MU.

The sales during the first six months (April – September 2006) of 2006-07 have been obtained from MGVCL and are 186 MU as against 342 MU projected for 2006-07 and 378 MU for the year 2007-08. The sales for first six months may not be fully representative for the whole year.

Considering the past growth it is considered reasonable to assume a growth of 10.5% for 2006-07 and 2007-08. The Commission approves the energy sales for Commercial category at 378 MU for the year 2007-08 as projected by MGVCL. 

c)  Industrial (LT and MT)

MGVCL projected energy sales of 415 MU for the year 2007-08 at a growth of 7.8%.  The growth of energy sales over a 5 year period (2001-02 to 2005-06) had been about 7.0%. However, during the 3 year period (2003-04 to 2005-06), it has been 7.8%.  The growth witnessed during 2005-06 has been only 6.6%. Considering the above, the DISCOM has considered a growth of 7.8% for the years 2006-07 and 2007-08.

The sales during the first six months of 2006-07 (April-September) as furnished by the DISCOM subsequently are 191 MU as against estimated sales of 385 MU for the year 2006-07 and projected sales of 415 MU for the year 2007-08.  

Considering the past trend over a three-year period, the growth during 2005-06 and the sales during the first half-year of 2006-07, it is considered reasonable to assume a growth of 7.8% for 2006-07 and 2007-08. Considering 7.8% growth the Commission approves the energy sales for LT industrial category at 415 MU for the year 2007-08.

d) Public Lighting

MGVCL projected the energy sales for public lighting at 50 MU during the year 2007-08 at a growth of 4.7%.  The growth of energy sales over a 5 year period (2001-02 to 2005-06) had been 1.7% and during the 3 year period (2003-04 to 2005-06) it has been 4.7%.  It was 3.8% during 2005-06.

The consumption during the first six months of 2006-07 (April-September 2006) is 23 MU against 48 MU estimated for 2006-07 and 50 MU projected for the year 2007-08.    The growth of 4.7% assumed for the years 2006-07 and 2007-08 is considered reasonable.  

The Commission therefore approves energy sales for public lighting at 50 MU for the year 2007-08.

e)  Agriculture (Irrigation Pumpsets)

MGVCL projected the energy sales for Agriculture (Irrigation pumpsets) at 727 MU during the year 2007-08 at a growth rate of (-) 4.0%.  The growth of energy consumption over the 5 year period (2001-02 to 2005-06) had been (-)1.1% (CAGR)and during the three year period (2003-04 to 2005-06) the growth rate has been (-) 1.5%.  During the year 2005-06 the growth witnessed was (-) 0.2%.

MGVCL stated that the above growth rate is applied only to the metered services in Agriculture.  Since the DISCOM has stopped unmetered connections (A-1 Slab), zero percent growth rate has been assumed in the sub-category A-1 (slab).  For the unmetered services the consumption is calculated on the connected load based on the normative consumption of 1700 kWh/HP/ annum as approved by the Commission in the tariff order dated June 25, 2004 and for metered services, it is the consumption recorded by meter. MGVCL furnished the consumption for Metered and Un metered consumers subsequently. The data furnished is reproduced below:

FY 2005-06

	Slab wise Agriculture Data
	No. of consumers
	Units (MU)

Energy consumed
	Connected load (HP)

	Un metered
	27075
	493
	292247

	Metered
	30252
	250
	323864

	Total of all slabs of Agriculture
	57327
	743
	616111


FY 2006-07 (estimated)

	Slab wise Agriculture Data
	No. of consumers
	Units (MU)

Energy consumed
	Connected load (HP)

	Un metered
	27075
	497
	292247

	Metered
	30706
	240
	339843

	Total of all slabs of Agriculture
	57781
	737
	632090


FY 2007-08 (Projected)

	Slab wise Agriculture Data
	No. of consumers
	Units (MU)

Energy consumed
	Connected load (HP)

	Un metered
	27075
	497
	292247

	Metered
	31166
	230
	356610

	Total of all slabs of Agriculture
	58241
	727
	648857


The average consumption per HP in metered category is as below:

	Year
	Category of Ag. Consumers
	Connected HP
	Consumption in MUs
	Consumption per HP per Annum

	2005-06
	Ag. Metered
	323864
	250
	771

	2004-05
	Ag. Metered
	295439
	256
	866


It is seen that there is wide difference between the monthly consumption of unmetered (slab) category at 1700 kWh/month/HP / Annum and metered categories (771 to 866 kWh/HP / Annum).  This disparity in consumption is also raised by some of the objectors and pointed out that normative consumption is high.

The Commission had also given a directive in the tariff order 2006 to make proper assessment of consumption by unmetered Agricultural services by providing meters on feeders and distribution transformers since the feeders feeding Agricultural loads are separated. DISCOM submitted that the separation of feeders feeding Agricultural services is completed and that they would meter all the feeders and assess the consumption of unmetered Agricultural services.

This should be completed on priority and realistic consumption by unmetered Agricultural pumpsets should be furnished in the next tariff petition. 

The consumption by Agricultural pumpsets during the first six months (April-September 2006) of 2006-07 is obtained from MGVCL, the consumption (sales) is 320 MU against 732 MU estimated for 2006-07 and 727 MU for 2007-08. Though the first six months consumption may not be fully representative for the entire year, the consumption projected is considered high. 

However considering the past trend the Commission approves the sales for Agricultural pumpsets at 727 MU for the year 2007-08 at a negative growth of   (-) 4.0% as projected by the DISCOMs.

f)  Public Water Works

MGVCL has projected energy sales at 113 MU for the year 2007-08 at a growth rate of 5.4%.  The growth had been 6.6% (CAGR) over the five year period (2001-02 to 2005-06) and it has been 6.5% during the three year period (2003-04 – 2005-06).  During the year 2005-06 it has been 5.4% over 2004-05.

The sales during the first six months (April-September 2006) were 54.5 MU against 108MU estimated for 2006-07 and 113 MU projected for the year 2007-08.  The projected sales of 113 MU for 2007-08 is considered reasonable, the Commission approves sales for public water works at 113 MU for the year 2007-08.

g)  Industrial HT

MGVCL projected the sales to industrial HT including manufacturing and other sectors at 1491 MU during 2007-08 at a growth of 6.0%.  The growth had been 0.7% during the five-year period from 2001-02 to 2005-06 and it has been (-) 0.6% during the three-year period from 2003-04 to 2005-06.  During the year 2005-06 it has however shown a growth of 0.2% over 2004-05.  

The sales during the first six months (April-September 2006) of 2006-07 has been 742 MU against 1407 MU estimated for 2006-07 and 1491 MU projected for the entire year 2007-08.  This shows that the industry is picking up. The industrial production all over the country including Gujarat has picked up and there is possibility of increased consumption.   

In view of this it is considered reasonable to assume a growth of 6% for 2007-08 over the estimated consumption for 2006-07 irrespective of the past trend which was low.

The Commission approves sales to HT industry at 1491 MU for the year 2007-08 as projected by the company.  

h) Railway Traction

MGVCL projected the sales to traction load of Railways at 299 MU during the year 2007-08 at a growth of 6%.  The growth of this category had been 2.2% (CAGR) over the five year period (2001-02 to 2005-06).  However, during the last three years (2003-04 to 2005) it has been 4.0%.  During the year 2005-06, it was 4.3%.

The sales during the first six months (April – September 2006) was 140 MU against 282 MU estimated for 2006-07 and 299 MU projected for the year 2007.08. Though the growth during earlier years was in the order of 2% to 4%, there is increase during the first half of 2006-07.  It is therefore considered that the assumed growth of 6% is reasonable.

The Commission approves the projected sales for Railway Traction at 299 MU for the year 2007-08.

5.5
Category-wise Energy Sales

The category-wise sales for 2007-08 is discussed above.  The category-wise energy sales approved by the Commission as against the sales projected by the MGVCL are given in Table-5 below:

Table-5

Category-wise Energy Sales 2007-08

(MU)

	Sl.

No.
	Consumer Category
	Energy Sales Projected by MGVCL
	Energy Sales approved by the Commission 

	
	LT Consumers
	
	

	1. 
	Domestic
	1148
	1148

	2. 
	Commercial
	378
	378

	3. 
	Industrial (LT + HT)
	415
	415

	4. 
	Public Lighting
	50
	50

	5. 
	Agriculture 
	727
	727

	6. 
	Public Water Works
	113
	113

	
	Total – LT
	2832
	2832

	
	HT Consumers
	
	

	7. 
	Industry and others
	1491
	1491

	8. 
	Railway Traction
	299
	299

	
	Total HT
	1790
	1790

	
	Total LT+HT
	4622
	4622



The Commission approves the energy sales of 4622 MU for the year 2007-08.

5.6
Growth of Consumers and Connected Load

MGVCL has also projected the growth of consumers, category-wise and the connected load.  

5.6.1
Consumers

MGVCL has projected the number of consumers category-wise for 2007-08.  The actual number of consumers during 2003-04 to 2005-06 and projected number of consumers during 2006-07 and 2007-08 are given in Table-6 below:

Table-6

Projected Growth of Consumers

	
Sl.

No.
	Category
	Number of Consumers
	Growth 2006-07 & 2007-08 (%)
	No. of consumers 2006-07
	No. of Consumers 

2007-08

	
	
	2003-04

(actual)
	2004-05

(actual)
	2005-06

(actual)
	
	
	

	
	LT Consumers
	
	
	
	
	
	

	1 
	Domestic
	1468540
	1522662
	1576731
	       3.6
	1633780
	1692893

	2 
	Commercial
	194952
	200506
	205384
	2.6
	210808
	216374

	3 
	Industrial LT 
	21202
	21457
	21979
	2.4
	22506
	23047

	4 
	Public Lighting
	4408
	4428
	4486
	0.9
	4526
	4565

	5 
	Agricultural
	54905
	56041
	57327
	1.5
	57781
	58241

	6 
	Public Water Works
	5694
	5958
	6345
	5.6
	6698
	7070

	
	Total LT
	1749701
	1811052
	1872252
	3.4
	1936098
	2002191

	
	HT Consumers
	
	
	
	
	
	

	7 
	Industrial and others
	839
	856
	875
	3.5
	906
	937

	8 
	Railway Traction (Traction points)
	6
	6
	6
	0.0
	6
	6

	
	Total HT
	845
	862
	881
	3.5
	912
	943

	
	Total (LT+HT)
	1750546
	1811914
	1873133
	3.4
	1937010
	2003134


5.6.2
Connected Load

MGVCL has also projected connected load of each category of consumers for the year 2007-08.  The connected load, during the years 2003-04 to 2005-06, the growth rate and the projected connected load for 2006-07 and 2007-08 are given in Table-7 below:

Table-7

Projected Connected Load

(MW)

	

Sl.

No.
	Category
	Connected Load
	Growth 2006-07 & 2007-08 (%)
	Connected load 2006-07
	Connected load 2007-08

	
	
	2003-04

(actual)
	2004-05

(actual)
	2005-06

(actual)
	
	
	

	
	LT Consumers
	
	
	
	
	
	

	1 
	Domestic
	1044
	1132
	1192
	6.9
	1274
	1362

	2 
	Commercial
	235
	284
	258
	4.8
	270
	283

	3 
	Industrial LT 
	371
	355
	367
	3.5
	380
	393

	4 
	Public Lighting
	15
	19
	16
	1.6
	16
	16

	5 
	Agricultural
	417
	450
	460
	4.9
	472
	484

	6 
	Public Water Works
	61
	58
	66
	4.5
	69
	72

	
	Total LT
	2143
	2296
	2358
	5.2
	2480
	2610

	
	HT Consumers
	
	
	
	
	
	

	7 
	Industrial and others
	522
	536
	539
	1.7
	548
	557

	8 
	Railway Traction (Traction points)
	75
	74
	77
	1.5
	78
	80

	
	Total HT
	597
	609
	616
	1.6
	626
	637

	
	Total (LT+HT)
	2739
	2906
	2974
	4.5
	3107
	3247


MGVCL has projected the growth of consumers and connected load based on historical growth over the last five years and the three-year CAGR (2003-04 to 2005-06) and also growth witnessed during 2005-06.  Certain corrections are carried out wherever it is considered necessary.  

The growth assumed both in the case of consumers and connected is considered reasonable being based on past growth and is accepted.

5.7
Distribution Losses 

MGVCL submitted that the current (2005-06) distribution losses for the company are at 20.24% and proposed to reduce the losses by 2.0% during 2006-07 and by 1.5% during 2007-08 bringing down the losses to 18.24% by 2006-07 and 16.74% by 2007-08.

MGVCL has narrated a number of steps which it initiated to reduce the technical and commercial losses.  Due to these efforts the company could achieve significant reduction in distribution loss in the current year.  It is stated that these efforts would continue with greater vigour and will reduce the loss levels further.  In view of this, it is assumed that during the year 2007-08 the loss level would be reduced by 1.5% bringing the loss level to about 16.74%.

Commission’s view:

The estimation of loss levels in distribution is a grey area since many agricultural consumers are unmetered.  Taking into consideration various factors involved in the determination of distribution losses, the Commission has fixed the following losses in the last tariff order.

2005-06
-
21.40%

2006-07
-
19.90%

The Distribution Company appears to have taken a number of measures to reduce the losses to 20.24% during 2005-06 as against 21.40% which the Commission approved and proposes to bring down the losses to 18.24% during 2006-07 as against 19.90% approved by the Commission.  Though many Agricultural consumers are unmetered, it is stated that the company had adopted the same normative level of consumption (1700 kWh/HP/annum) for the previous year and 2006-07 now to arrive at the losses.  This shows the efforts which the DISCOM made to reduce the losses in areas other than agriculture. The Commission is appreciative of the measures taken by MGVCL to reduce the technical and commercial loss to 18.24% during 2006-07 and to 16.74% by 2007-08.  The Commission approves the distribution loss of 18.24% for 2006-07 and 16.74% for the year 2007-08.

MGVCL shall continue and intensify the efforts made to reduce the distribution losses much further.

5.8
Energy Requirement 

The total energy requirement to meet the demand of the system would be the sum of estimated energy sales and the system losses (Distribution loss) as approved by the Commission.  The estimated energy sales, the distribution loss and estimated energy requirement for the year 2007-08 would be as given in Table-8 below.

Table-8

Energy Requirement – 2007-08

(MU)

	Sl.

No.
	Particular
	As projected by MGVCL
	As approved by the Commission

	1
	Estimated Energy Sales 
	4622
	4622

	2
	Distribution loss 

Loss (%)
	929

(16.74)
	929

(16.74)

	3
	Energy Input required to the system
	5551
	5551


5.9
Energy Balance 

The summary of energy balance which MGVCL projected and which the Commission approved is given in Table-9 below:

Table-9

Summary of Energy Balance

	Sl.

No.
	Particular
	Unit
	As projected 

by MGVCL
	Approval by the Commission 

	1. 
	Energy Demand (sales)
	M.kWh
	4622
	4622

	2. 
	Distribution loss 
	M.kWh

(%)
	929

(16.74)
	929

(16.74)

	3. 
	Energy requirement
	M.kWh
	5551
	5551

	4. 
	Transmission losses of GETCO
	M.kWh
	252

(4.35)
	252

(4.35)

	5. 
	Total Energy to be input to Transmission system
	M.kWh
	5803
	5803

	6. 
	Pool loses in PGCIL system
	M.kWh
	164
	164

	7. 
	Total Energy Requirement
	M.kWh
	5967
	5967


The energy to be purchased from various sources under bulk power purchase Agreement with GUVNL would be about 5967 MU.

5.10 Revenue Requirement – 2007 – 08

MGVCL has projected a total expenditure of Rs. 210797 lakhs for the year 2007–08. The expenses under each head are given in Table - 10 below:

Table – 10

Expenses Projected for 2007 – 08

(Rs. Lakhs)

	S.N
	Particulars 
	Expenses projected (2007 – 08)

	1
	Power Purchase Costs
	175913

	2
	Employees costs
	12865

	3
	Repair & Maintenance 
	3987

	4
	Administration & General expenses
	2334

	5
	Depreciation
	4557

	6
	Interest on loans
	6329

	7
	Interest on working capital
	2729

	8
	Other Debits
	74

	9
	Extraordinary items
	13

	10
	Provision for bad debts
	771

	11
	Less Interest and expenses capitalized
	4267

	12
	Return on Equity
	5407

	13
	Provision for tax
	85

	
	Total expenditure
	210797


5.11 Opening Balance Sheet

MGVCL started functioning from 1st April 2005 on an opening balance sheet as on 1st April 2005 to be notified by the State Government. Based on a Financial Restructuring Plan (FRP) which it approved, the State Government notified on 3rd October 2006 the final opening Balance Sheet of the transferee companies as on 1st April 2005. The balance sheet shows the value of the assets and liabilities which stand transferred from the erstwhile Gujarat Electricity Board to the transferee companies. The opening balance sheet of MGVCL as on 1st April 2005 as notified by the State Government is given in Table - 11 below:

Table - 11

Final Opening Balance Sheet of MGVCL as on 1st April 2005

(Rs. in crores)

	Final Opening Balance Sheet of Madhya Gujarat Vij Company Limited (MGVCL)

	Particulars as on 1st April 2005 of Madhya Gujarat Vij Company Limited (MGVCL)
	MGVCL

	Assets
	

	Gross Fixed Assets

Less: Depreciation
	746.85

(-) 107.80

	Net Fixed Assets (A)
	639.04

	Capital Works in Progress (B)
	57.46

	Assets not in use
	0.05

	Deferred costs
	2.05

	Investments
	1.75

	Investment in successor entities
	0.00

	Total other assets (C)
	3.86

	Net stock
	70.88

	Net receivables from sale of power
	206.53

	Cash and Bank balance
	20.97

	Loans and Advances
	13.59

	Sundry receivables
	10.22

	Total current Assets (D)
	322.21

	Subsidy receivable from GoG (E)
	0.04

	Total Assets (A+B+C+D+E)
	1022.63

	LIABILITIES 
	

	Equity capital
	267.95

	Surplus / (Deficit)
	0.00

	Total Networth (A)
	267.95

	Total Long Term Loans (B)
	377.87

	Total Short Term Loans (C)
	107.08

	Security deposits from consumers (D)
	169.59

	Total Current Liabilities (E)
	100.12

	Total Liabilities (A+B+C+D+E)
	1022.63


Since the DISCOM commenced its business based on the Final Opening Balance Sheet notified by the State Government, the Commission considers the gross fixed assets, capital structure etc as given in the opening balance sheet as on 1st April 2005 for approving the ARR for the year 2007–08.

5.12 The projected expenses by MGVCL and Commission’s Analysis and decisions are discussed below

5.13 Power Purchase Cost

As discussed in paragraphs 5.8 and 5.9 above, the energy requirement of MGVCL at the interface points is 5551 MU (Table-8) for 2007–08. This would translate to 5967 MU (Table-9) at Generation Bus, after considering the approved transmission loss of 4.35% and pool loss in the Regional network at 164 MU. According to GUVNL’s estimates the cost of above purchase is estimated by MGVCL as Rs. 175913 lakhs including transmission charges and GUVNL costs. The energy has to be purchased from various sources as allocated in the bulk power purchase agreement which all the DISCOMs singed in April 2006 with GUVNL. 

5.13.1 Allocation of PPAs

MGVCL submitted that after GEB’s unbundling, the PPA allocation process has been completed and the company has been allocated the following Capacities / PPAs by GUVNL according to the scheme as given in Table - 12 below:

Table - 12

PPA allocation details to MGVCL

	S.N
	Station 
	Capacity allocated (mw)

	GSECL Stations

	1
	Ukai TPS
	107

	2
	Gandhinagar – V
	53

	3
	Sikka TPS
	60

	4
	Kutch Lignite 
	19

	5
	Kadana Hydro
	121

	6
	Dhuvaran Gas based – Stage - II 
	28

	IPPS

	7
	GPEC
	164

	8
	GSEG
	117

	Central Stations

	9
	NPC – Kakrapar
	35

	10
	NPC – Tarapur 
	69

	11
	NTPC – Vindhyachal – III
	60

	12
	NTPC – Kahalgaon
	69

	13
	NTPC – Sipat Stage - II
	179

	
	Total MW allocated
	1081


5.13.2 Merit Order Despatch

The Distribution Company stated that in order to minimize the power purchase cost, it has worked out a comprehensive Merit Order Despatch (MOD) following the same principles as in the previous tariff order of the Commission from the dispatches available from its PPAs allocated generating stations.

The NPC power plants and hydro plants have been considered as must run power plants and so they have been excluded from merit order despatch. The despatch from individual generating stations is worked out based on the merit order of the variable cost of each generating stations. Based on the above principles, the merit order which MGVCL worked out is given in Table - 13 below:

Table - 13

Merit Order Staking for 2007 – 08

	S.N
	Station 
	Variable cost (Rs./kWh)

	1
	Kadana Hydro
	0.00

	2
	NPC – Kakrapar
	2.25

	3
	NPC – Tarapur 3 & 4
	2.55

	4
	NTPC – Vindhyachal – III
	0.96

	5
	NTPC – Kahalgaon
	0.96

	6
	NTPC – Sipat Stage - III
	0.96

	7
	Kutch Lignite - IV
	1.12

	8
	GSEG
	1.54

	9
	Gandhinagar – V
	1.57

	10
	Ukai TPS
	1.61

	11
	GPEC
	1.66

	12
	Sikka TPS
	2.10

	13
	Dhuvaran Gas based Stage - II
	4.06


Stations 1, 2&3 are must run stations.

5.13.3 Power Purchase costs for 2007 – 08

The power purchase cost for 2007-08 which MGVCL projected is given in Table-14 below.

Table - 14

Power Purchase Cost projected for 2007 – 08
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Units 

available

Units 

Dispatched

Shared 

Fixed Cost

Variable 

cost

Variable 

cost Incentive

Transmissi

on 

charges

PGCIL 

Charges

Total 

power 

purchase 

cost

Mus Mus Rs. Lacs Rs/Unit Rs. Lacs Rs. Lacs Rs. Lacs Rs. Lacs Rs. Lacs Rs/Unit

GSECL PLANTS

Ukai TPS

582 256 2194 1.61 4130 0 964 0 7288 2.84

Gandhinagar V

339 339 2123 1.57 5325 0 478 0 7926 2.34

Sikka TPS

353 106 2252 2.10 2228 0 530 0 5011 4.73

Kutch Lignite IV

36 36 1115 1.12 404 0 162 0 1682 4.67

Kadana Hydro

73 73 4179 0.00 0 0 1185 0 5363 7.38

Dhuvaran Gas Based - Stage-II

191 57 1848 4.06 2323 0 268 0 4439 7.76

IPPs

GPEC

1117 894 10842 1.66 14794 978 1574 0 28187 3.15

GSEG

798 798 7679 1.54 12323 0 1125 0 21127 2.65

SHARE FROM CENTRAL SECTOR

NPC - Kakrapar

194 194 0 2.25 4354 70 273 102 4799 2.48

NPC - Tarapur- 3&4

435 435 0 2.55 11107 156 613 229 12105 2.78

NTPC - VINDHYACHAL - III

1165 1165 18717 0.96 11185 0 1642 614 32158 2.76

NTPC - Kahalgoan

449 449 7205 0.96 4306 0 632 236 12379 2.76

NTPC - Sipat Stage - II

1165 1165 18717 0.96 11185 0 1642 614 32158 2.76

Total

6896 5967 76871 83665 1203 11087 1796 174622 2.93



5.13.4 Transmission Charges

The transmission charges due to GETCO and PGCIL as projected by MGVCL are given in Table-15 below. It is stated that the Transmission charges to GETCO are calculated as proposed by GETCO in their tariff petition for 2007–08.

Table - 15

Transmission charges of GETCL and PGCIL – 2007–08

(Rs. Lakhs)

	Particulars
	Charges for 2007– 08

	1. GETCO transmission charges
	11087

	2. PGCIL charges
	1796

	3. Total 
	12883


5.13.5 Power Purchase Cost

The Power Purchase Cost including the transmission charges to GETCO & PGVIL is given in Table - 16 below.

Table - 16

Power Purchase Cost Projected– 2007-08

                                                                                 (Rs. Lakhs)

	
	Projected

	Total Energy Purchase (MU)
	   5967

	Total Power Purchase Cost (Rs. Lakhs)
	174622

	Power Purchase Cost (Rs. / kWh)
	     2.93


5.13.6 GUVNL cost

MGVCL submitted that GUVNL is entrusted with the operation of supplying power to the four DISCOMs and bulk licensees and ensuring overall coordination between the subsidiary companies. The revenue gap, if any, of GUVNL is also to be recovered through the four DISCOMs.

For the purpose of projecting GUVNL revenue for 2007–08 the existing GERC approved Tariffs for the three licensees viz. Kandla Port Trust, AEC & SEC have been considered. The sales for 2007–08 have been projected based on the sales during the first five months of 2006–07. The power purchase cost has been calculated based on the parameters which GSECL proposed in its tariff petition for the stations allocated to GUVNL  for supplying power to the three licensees.

MGVCL furnished the cost of GUVNL power supply to the three licensees, GUVNL’s revenue from these licensees in accordance with the grid tariff fixed by the Commission, the FPPPA anticipative to be realized from these licensees, the GUVNL expenses and the gap as given in Table - 17 below

Table - 17

Projected GUVNL sales, power purchase, expenses and gap
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1.13
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1.13
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Total Revenue from sale of power 

 

(A)

 

4,128

 

               

 

 

 

2.93

 

120,950

 

      

 

 

 

1.13

 

         

 

 

 

46,736

 

   

 

 

 

167,685

 

  

 

 

 

Expenditure

 

 MUs Sold 

 

Expenditure 

 

Rs. Lacs

 

 Power 

 

Purchase 

 

Cost Rs./Unit 

 

Power Purchase Cost as per PPA 

 

allocation

 

4,128

 

                

 

 

 

152578

 

3.70

 

Other Expenses : escalated @5% 

 

p.a. from base year i.e. 2005

-

06

 

Repairs and 

Maintenance

 

0

 

Employee costs

 

897

 

Admin and General Expenses

 

1794

 

Depreciation

 

195

 

Interest and financial charges

 

21700

 

Total Other Expenses

 

24587

 

Total Expenses  (B)

 

177164

 

Net Expenditure (C=B

-

A)

 

9479

 


As indicated by MGVCL the above gap of Rs. 9479 lakhs is proposed to be allocated to the four DISCOMs on the basis of their power purchase as below.

	Name of Discom
	Power Purchase (MUs)
	Discom's share
	Allocated Net Expenditure

	DGVCL
	10181
	23%
	2203

	MGVCL
	5967
	14%
	1291

	PGVCL
	15289
	35%
	3308

	UGVCL
	12372
	28%
	2677

	Total
	43809
	100%
	9479


As will be apparent from the subsequent analysis given in the order, the above methodology of calculating GUVNL’s expenditure, revenue and gap has no rational basis.

5.13.7 Total cost of power purchase – projected by MGVCL

The total cost of power purchase as projected by MGVCL is given in Table-18 below.

Table - 18

Total cost of power purchase projected

                                                                          (Rs. Lakhs)

	Power Purchase through merit order
	174622

	GUVNL cost
	1291

	Total Power Purchase Cost 
	175913


5.14 Power Purchase Cost – Commission’s Analysis 

5.14.1 Allocation of Capacities / PPAs:

As discussed earlier, the Government of Gujarat established the “Gujarat Urja Vikas Nigam Limited (GUVNL) as a part of restructuring of GEB. GUVNL is a holding company of the unbundled successor companies, and is also entrusted with trading of electricity. It purchases power from various sources and supplies to the four distribution companies and also to the three bulk distribution licensees in Gujarat. It is a wholly owned company of the Government of Gujarat. GUVNL entered into a bulk supply agreement, with the four Distribution Companies. The bulk supply agreement was approved by the Board of Directors of GUVNL and signed by the Managing Directors of the four Distribution companies. It is not known whether the State Government has approved the allocation. The Discoms with adverse load mix may require State Government support and the allocation to minimize such support. Under clause 3 of the Bulk Supply Agreement, the firm, contracted generation capacities of GUVNL have been allocated to the four Discoms. Certain generating capacity is retained with GUVNL from which it supplies power to the three licensees. Under clause 6 of the Agreement, the tariff for GUVNL’s sale of power to Discoms shall be the same as that for the purchase of power by GUVNL from the respective generators.

Apart from the tariff payments, GUVNL shall also charge transmission charges and a margin to cover its own operating expenses and reasonable return. GUVNL shall prepare an Aggregate Revenue Requirement (ARR) based on projections for the ensuing financial year considering operating expenses and revenue other than through power purchase and sales. The ARR as approved by the Apex Coordination Committee shall be payable by the Discoms and shall form part of the power purchase cost.

The manner in which GUVNL allocated the PPAs to the DISCOMs (and to itself) is examined later in the Order.  It needs to be noted at this stage that prima facie the allocation may require reconsideration for fair treatment to all Discoms and Licensees. The allocations have not been made proportionately from all the generating stations to the Discoms (including bulk licensees).  

Prior to unbundling, all the utilities in the State were receiving supply from the pool of energy in the State grid.  The cost of the pooled energy is a weighted average of the generation costs of individual stations feeding the grid.  After unbundling, the distribution areas of erstwhile GEB which covered the whole state (excluding the distribution areas of the three private distribution licensees) was divided into four Discoms.  These newly created Discoms do not have a uniform consumer load mix.  The agricultural loads (which are uneconomical and involves high cross-subsidy) are proportionately much higher in PGVCL and UGVCL.  Thus these two Discoms face the problem of inadequate revenue for meeting their expenditure.  To get over this problem, GUVNL has allocated low cost PPAs (stations) mainly to PGVCL and UGVCL.  The high cost PPAs (stations) have been, by and large, allocated to DGVCL and MGVCL.  GUVNL has also retained some of the high cost PPAs and is showing them as the source of supply to the three distribution licensees.  

To an extent, the financial position of the Discoms with unfavorable load mix has to be buttressed through allocation of low cost PPAs and a larger share of the agricultural subsidy from the State Government.  However, the PPAs allocation seems to have placed an undue burden on DGVCL and MGVCL.  Further, as the high cost PPA allocated to GUVNL are shown as the source of supply to the three distribution licensees, the cost of supply to them has become artificially high.  As a matter of fact, the three bulk licensees areas are entitled to a fair share from energy pool of the State at its weighted average cost.  After satisfactory alternative arrangements are made the bulk licensees areas will go out of the State’s energy pool.  The intent and purpose is to see that the retail consumers of various categories will be charged, on an average, the same rates all over the State.  From the submissions of the Discoms, it is not clear whether PPA allocations have been approved by the State Government.  During the public hearing, the representative of GUVNL stated that the PPA allocation has not been approved by the State Government.  The Commission too was not informed of the allocation of capacities / PPAs except the mention of such allocation in the Tariff petitions of the Discoms.  The National Tariff Policy envisages that the concerned State Governments would address issues relating to the allocation of PPAs. The Commission requests the State Government to carefully consider the question of allocation of PPAs. In Chapter 10, later in the order, we have dealt with the general question of PPA allocation.

Subject to further examination of the allocation of capacities / PPAs to the Discoms, the allocation is provisionally considered by the Commission and the power purchase and costs projected are analyzed and approved as the revision of retail tariff is not sought for the year 2007-08. In accordance with the bulk supply agreement and as projected by MGVCL in the petition, and the subsequent revision, MGVCL has been allocated the following capacities as given in Table - 19 below:

Table - 19

Capacities / PPA allocated to MGVCL

                                                                                               (MW)

	Station 
	MGVCL

	Ukai TPS
	107

	Gandhinagar V
	 53

	Sikka TPS
	 60

	Kutch Lignite IV
	 19

	Kadana Hydro
	121

	Dhuvaran Gas Based – Stage –II
	 28

	GPEC
	164

	GSEG
	117

	NPC – Kakrapur
	  35

	NPC – Tarapur – 3&4
	  69

	NTPC – Vindyachal – III
	199

	NTPC – Kahalgaon
	  69

	NTPC – Sipat Stage - II
	179

	Total MW allocated
	1220


The allocation from the Central Stations Vindhyachal – III, Kahalgaon and Sipat Stage II does not find place in the bulk purchase agreement, this appears to have been done subsequently as these are new stations being commissioned during 2006-07. The total allocation is about 1220 mW. MGVCL has worked out the merit order despatch based on variable cost of these stations to limit the costs.

The Commission has analyzed the sale and costs projected by MGVCL. The energy required to be purchased by MGVCL is discussed in para 5.9 (Table-9). The energy required to be purchased by MGVCL as approved by the Commission is 5967 MU.

5.14.2 Purchase in Merit Order

The generating stations are organized in merit order based on variable cost of each station. The stations of NPC and Hydro stations are must run stations, the variable cost  of NTPC stations and IPPs are based on figures which GUVNL provided based on purchases during 2006-07 upto December 2006 . The variable cost of GSECL stations are as approved by the Commission in GSECL tariff order 2006.

The merit order based on variable cost during 2006-07 (upto December 2006) is given in Table - 20 below.

Table – 20

Merit Order of Stations

	S.N
	Station 
	Variable cost 

(Upto Sept / Dec 2006)(Rs. kWh)

	1
	NTPC – Vindhyachal – III
	0.91

	2
	NTPC – Kahalgaon
	0.96

	3
	NTPC – Sipat Stage - III
	0.96

	4
	Kutch Lignite - IV
	1.01

	5
	Ukai TPS
	1.47

	6
	Gandhinagar – V
	1.46

	7
	GPEC
	1.67

	8
	GSEG
	1.71

	9
	Sikka TPS
	1.99

	10
	Dhuvaran Gas based – II
	2.23

	11
	NPC KAPP
	2.04

	12
	NPC TPS 3&4
	2.62

	13
	Kadana
	0.00


Stations 11, 12&13 are must run stations.

5.14.3 Power Purchases – 2007-08

Power Purchases for 2007-08 is based on energy requirement of MGVCL as approved by the Commission. The fixed and variable costs of GSECL stations for 2007-08 are also as approved by the Commission. The fixed costs for central generating stations and IPPs are considered as indicated in the tariff petition and variable costs as billed during 2006-07 (upto December). For other stations / purchases, the fixed & variable costs are taken as provided by GUVNL / MGVCL.

Based on the above the power purchase costs have been calculated and approved as given in Table - 21 below.

Table – 21

Power Purchase Costs of MGVCL – Approved by the Commission for 2007-08

	S.N
	Stations
	Energy available

(MU)
	Energy despatchable

(MU)
	Shared fixed cost

(Rs. Lakhs)
	Unit variable cost

(Rs./kWh)
	Total variable cost

(Rs. lakhs)
	Incentive

	GSECL PLANTS

	1
	Ukai TPS
	597
	470
	2170
	1.47
	6909
	-

	2
	Gandhinagar V
	374
	335
	1964
	1.46
	4891
	-

	3
	Sikka TPS
	352
	105
	2254
	1.99
	2090
	-

	4
	Kutch Lignite IV
	36
	36
	1077
	1.01
	364
	-

	5
	Kadana Hydro
	72
	72
	4056
	-
	-
	-

	6
	Dhuvaran Gas based – Unit - II
	188
	71
	1557
	2.23
	1583
	-

	
	GSECL Total
	2619
	1089
	13078
	
	15837
	--

	IPPs

	7
	GPEC
	1117
	780
	10842
	1.67
	13026
	978

	8
	GSEG
	798
	560
	7679
	1.71
	9576
	-

	
	IPPs Total
	1915
	1340
	18521
	
	22602
	-

	Share from Central Sector

	9
	NPC – Kakrapar
	194
	194
	0.00
	2.04
	3958
	70

	10
	NPC – Tarapur 3&4
	435
	435
	0.00
	2.62
	11397
	156

	11
	NPC – Vindhyachal- III
	1295
	1295
	20808
	0.91
	11784
	-

	12
	NTPC – Kahalgaon
	449
	449
	7205
	0.96
	4310
	-

	13
	NTPC – Sipat Stage-II
	1165
	1165
	18717
	0.96
	11184
	-

	
	Central total
	3538
	3538
	46730
	-
	42633
	-

	
	TOTAL
	7072
	5967
	78329
	-
	81072
	1203


The energy available as estimated by the Commission and energy despatchable based on merit order sector wise are given in Table - 22 below

Table – 22

Energy Available and despatchable – 2007-08

(MU)

	S.N
	Source
	Energy Available
	Energy despatchable

	1
	Central Sector
	3538
	3538

	2
	IPPs
	1915
	1340

	3
	GSECL
	2619
	1089

	
	Total 
	7072
	5967


The energy to be purchased under despatch is 5967 MU from various sources to meet its requirement.

The despatchable energy based on merit order over an year is only an estimation. It may depend on the demand on a day to day basis. In actual operations it is possible that the despatchable energy could be more or less.

Sector wise power purchase cost for 2007-08 is given in Table - 23 below.

Table - 23

Power Purchase Cost – 2007-08
	S.N
	Source
	Energy 
	Fixed costs 

(Rs. lakhs)


	Variable cost

(Rs. Lakhs)
	Total cost

(Rs lakhs)
	Incentive

(Rs. lakhs)
	Cost per kWh

(Rs. /kWh)

	1
	Central Sector
	3538
	46730
	42633
	89363
	226
	2.53

	2
	IPPs
	1340
	18521
	22602
	41123
	978
	3.14

	3
	GSECL
	1089
	13078
	15837
	28915
	-
	2.66

	
	Total 
	5967
	78329
	81072
	159401
	1204
	2.69


5.14.4 Transmission Cost

The transmission costs include the costs to be paid to PGCIL and GETCO.

The transmission charges of PGCIL are approved by CERC and to be paid by GUVNL on the basis of calculation in the Regional Energy Account of WBREB. Hence the Commission accepts the projections of MGVCL.

The transmission charges of GETCO are as approved by the Commission in the GETCO’s order.

The transmission charges payable to PGCIL and GETCO are as in Table – 24 below.

Table - 24

Transmission charges

(Rs. Lakhs)

	S.N
	Details 
	Charges

	1
	Transmission charges to PGCIL
	1796

	2
	Transmission charges to GETCO Transmission
	10280

	
	Total Transmission charges
	12076


5.14.5 GUVNL costs

GUVNL is a holding company of all the unbundled entities and is also entrusted with the business of purchase of power from various sources for sale in bulk to the four distribution companies. In addition to purchase and sale of power, GUVNL as a holding company coordinates the working of the subsidiary companies. In accordance with the Bulk Supply Agreement, the distribution companies have to pay the operating expenses and reasonable return to GUVNL.

As provided in the agreement GUVNL prepares the Aggregate Revenue requirement (ARR) for the ensuing year. The ARR is approved by the Apex Coordination Committee. Such ARR shall be payable by the Discoms and forms part of the power purchase cost.

MGVCL has projected GUVNL costs, which need to be bourne by the four Discoms, at Rs. 9479 lakhs. This is the gap between the revenue by sale of power to the three bulk licensees of Surat, Ahmedabad and Kandla and the expenditure including the power purchase cost from the stations allocated to GUVNL to supply power to the three licensees and the other expenses of GUVNL . The details are as given below:

	1)
	Revenue 
	(Rs. lakhs)

	
	Revenue of GUVNL by sale of power to the three licensees
	167686

	
	Less:
	

	2) 
	Expenditure
	

	
	(i) Power Purchase cost
	152578

	
	(ii) Operational expenses of GUVNL
	  24587

	
	Total expenses
	177165

	3)
	Gap (1-2)
	    9479


The revenue of Rs. 167,686 lakhs is arrived at based on grid tariff approved by the Commission for supply of power to the three licensees and the estimated FPPPA at Rs. 1.13 per kWh on the projected energy supply from the generating stations allocated to GUVNL to supply power to the three licensees. The FPPPA works out to Rs. 46,736 lakhs. The FPPPA is not approved by the Commission and is also strongly contested by Torrent Power. 

Torrent  Power Ltd (TPL) has, in their objections  strongly  questioned the basis  of the allocation of PPAs as well as the unilateral manner in which it was done.  It was  argued  that nowhere  have the petitions given the details regarding  total power capacity contracted by GUVNL from other sources  or on the basis for the PPA allocation.  TPL submitted that as this is the first time the discoms have indicated that the PPAs have been allocated, greater transparency  is required regarding the basis of allocation. 

Further, TPL strongly objected to the manner in which the FPPPA has been calculated and sought to be passed on to the licensees.  They quoted the following sentence from the petition on this subject, “The calculation of FPPPA Charges shall to be done as per the formula approved by GERC at GUVNL level for all the Discoms to maintain  uniformity, and the impact per unit will be billed  to customers  through all the four Discoms and Licensees”.  They added that in this context a differential levy of FPPPA of Rs. 0.36 per unit to the Discoms and Rs. 1.13 per unit to the licensees is clearly discriminatory.  They pointed out further that no where has the Commission approved the levying of such FPPPA exclusively on the Licensees.  They mentioned that the Commission’s own order dated 25th June 2004 (Case No.252/2003) states that FPPPA formula would be applicable for all the consumers. 

The FPPPA has to be arrived at based on actual cost incurred. The estimated FPPPA based on anticipated increase in fuel and power purchase cost cannot be considered at this stage.  After examining the data furnished by GUVNL, the Commission has separately approved the FPPPA to Rs. 0.12 per unit.  

The exercise of calculation of revenue by sale of power to three licensees - TPL (Ahmedabad area), TPL (Surat area) and Kandla  Port Trust - including the estimated FPPPA  from the generating stations from which the power is said to be supplied  to the three licensees, requires review.  It is not clear whether  the licensees have consented to draw power from the power stations from which power is proposed  to be supplied.  In any event  irrespective of the stations  from which power is said to be supplied, the power supply rate  has to  be grid tariff approved by the Commission.   This is how a part of the cost of sale to the licensees has been worked out in the petition.  But the applicable  FPPPA   appears to have been derived taking into account the anticipated increase in fuel cost of stations with GUVNL and which are shown as sources  of power supply to the three licensees.  The FPPPA cannot  be based on power supply from  specific stations, but has to be based on the increase in  fuel cost (including power purchase cost) of the entire energy pool of the State grid. 

As shown in the last preceding table,  a gap of Rs. 94.79 crores  in GUVNL’s operations (as mentioned in that table ) are proposed to be distributed to the  four discoms.  It is submitted that the GUVNL Board  has approved this amount of Rs. 94.79 crores  to be recovered form the discoms.  The calculation includes FPPPA amount of Rs. 467.36 crores to be charged from the licensees. This is however not in accordance with the formula approved by the Commission. 

It is therefore considered appropriate to charge the other expenses of  GUVNL to the four discoms in accordance with the terms of the bulk purchase agreement.  The details of the operating expenses have been obtained from GUVNL.
The operating expenses of GUVNL as projected by the Discoms are given in Table-25 below:

Table-25

Expenses of GUVNL

	S.N
	Particulars
	Expenses (Rs. lakhs)

	1
	Employee cost
	897

	2
	Adm. & Gen expenses
	1794

	3
	Depreciation 
	195

	4
	Interest on financial charges
	21700

	
	Total other expenses
	24586


The Major item of “expenses” is interest on term loans and working capital. Since GUVNL is the holding company with some term loans transferred to it under the Financial Restructuring Plan (FRP) and since it handles the entire power purchase from various sources and sale to Discom. It is required to have working capital as allowed by the Commission for the Distribution Companies. GUVNL has furnished the details of interest and finance charges for 2005-06 as given below:

Interest and Finance charges


As per GUVNL’s accounts for FY 2005-06, the interest and finance charge were at Rs. 19360 lakhs .The break up of 19360 lakhs is given in schedule 13 of the annual accounts of GUVNL submitted to the GERC

Interest and Finance charges


(Rs. lakhs)

	S.N
	Particulars 
	Year ended March 31, 2006

	1
	Term loans
	  8981.35

	2
	Cash credit for working capital
	  8184.50

	3
	Others
	    677.63

	4
	Bank charges & Guarantee fees
	  1591.65

	5
	Total (1 to 4)
	 19435.13

	6
	Less: Interest & Finance charges capitalized
	      74.54

	7
	Net Interest & Finance charges
	19360.59


This has been escalated at 6% per annum for 2006-07 and 2007-08 to arrive at     Rs. 217 crore of interest and finance charges for FY 2007-08.

Since GUVNL has to handle the entire power purchase from various sources and supply to DISCOMs and handle the functions of a holding company with certain liabilities transferred to it as a holding company, the expenses projected for GUVNL are approved at Rs. 24586 lakhs for the year 2007-08.

In accordance with the provisions in Bulk Power Purchase Agreement the expenses of GUVNL have to be paid by the four DISCOMs as part of power purchase costs.

MGVCL submitted that the expenses of GUVNL are allocated in proportion to power purchases by each of the DISCOMs. The allocation to DISCOMs is given in Table - 26 below.

Table - 26

GUVNL cost allocation

	S.N
	DISCOM
	Energy purchase

(MU)
	DISCOM share

(%)
	Expenses allocated

(Rs. lakhs)

	1
	DGVCL
	10297
	23
	5655

	2
	MGVCL
	5967
	14
	3442

	3
	PGVCL
	15289
	35
	8605

	4
	UGVCL
	12372
	28
	6884

	
	Total 
	43925
	100
	24586


The Commission the share of GUVNL cost allocated to MGVCL at Rs. 3442 lakhs for 2007-08.

5.14.6 Total Power Purchase Cost

The total cost of power purchase from various sources, transmission costs to be paid to PGCIL and GETCO and GUVNL expenses are aggregated to arrive at total power purchase cost to MGVCL as shown in Table - 27 below.

Table - 27 

Total Power Purchase cost

	S.N
	Details 
	Cost

(Rs. lakhs)

	1
	Power Purchase cost
	159401+1204*=160605

	2
	Transmission costs to PGCIL & GETCO
	12076

	3
	GUVNL costs
	3442

	
	Total power purchase cost
	176123


* Incentive.

The Commission approves the total power purchase cost to MGVCL at Rs.176123 lakhs.

The quantum of power purchases and their costs may change depending on actual situations that may come to prevail.  All such contingencies can not be envisaged.  Additional power purchases (over and above the approved levels) may become necessary due to factors such as aberrant monsoon, unanticipated outages or other similar factors. DISCOMs can meet such contingencies appropriately under intimation to the Commission. 
5.15 Employees Expenses

MGVCL has projected the employees cost at Rs. 12865 lakhs for the year 2007-08.


The employees expenses comprise salaries, dearness allowance, bonus, terminal benefits, in the form of pension & gratuity, leave encashment and staff welfare expenses.

MGVCL submitted that the expenses are projected at 5% increase for the years 2006-07 & 2007-08 over the actual expenses for the year 2005-06 as detailed below.

Table - 28

Projected employees expenses 2007-08

(Rs. lakhs)

	Particulars
	2005-06

(Actuals)
	2006-07

(Projected)
	2007-08

(Projected)

	Employee cost
	11669
	12253
	12865

	Increase (%)
	
	(5%)
	(5%)


Commission’s view

The Commission has examined the employees cost projected by MGVCL at an increase of 5% over the actuals for the year 2005-06. The actuals for 2005-06 are less than what the Commission approved for that year and an increase of 5% for the years 2006-07 & 2007-08 is considered reasonable.

The Commission approves the Employees expenses at Rs. 12865 lakhs for the year 2007-08.

5.16 Repair and Maintenance Expenses

MGVCL has projected the Repair & Maintenance expenses at Rs. 3987 lakhs for the year 2007-08.

Repair & Maintenance expenses are a function of and related to the age and wear and tear  of the assets.

The company submitted that the actuals for the year 2005-06 are taken as the base and projected the expenses for 2006 - 07 & 2007-08 at 8% increase because of the vintage of the distribution network requiring additional provision to maintain the network properly and provide quality supply to the consumer.

The R&M expense which MGVCL projected are given in Table - 29 below.

Table – 29

Projected R&M expenses

(Rs. lakhs)

	Particulars
	2005-06

(Actuals)
	2006-07

(Projected)
	2007-08

(Projected)

	R&M costs
	3419
	3692
	3987

	Increase (%)
	
	(8%)
	(8%)


Commission’s view

MGVCL proposal for approval of R&M expenses for 2007-08 is examined. The actuals for 2005-06 are according to the Annual Accounts for 2005-06 and 8% increase for 2006-07 & 2007-08 is considered reasonable in view of the vintage of distribution network.

The Commission approves the R&M expenses for 2007-08 at Rs. 3987 lakhs.

5.17 Administrative and General Expenses

MGVCL projected the Administrative and General Expenses at Rs. 2334 lakhs for the year 2007-08.

Administrative and General Expenses mainly comprise rents, telephone and other communication expenses, professional charges, conveyance and traveling allowances and other debits.

According to MGVCL a nominal increase of 5% has been made for 2006-07 and 2007-08 over the actuals for 2005-06 to cover inflationary effect as well as increasing business requirement. It is also submitted that MGVCL is making earnest efforts to reduce Administrative and General costs. The costs projected by the company for 2006-07 & 2007-08 given in Table - 30 below

Table - 30

Administrative and General Expenses 2007-08
 (Rs. lakhs)

	Particulars
	2005-06

(Actuals)
	2006-07

(Projected)
	2007-08

(Projected)

	Administration & General expenses

Increase
	2117
	2223

(5%)
	2334

(5%)

	Other debits

Increase (%)
	67
	71

(5%)
	74

(5%)

	Extraordinary items
	13
	13
	13


Commission’s view

The Commission has examined the expenses projected by the Company under the following heads

· Administrative & General expenses

· Other debits

· Extraordinary items

Administrative & General expenses

The company escalated the expenses at 5% for 2006-07 & 2007-08 over the actuals of Rs. 2117 lakhs for 2005-06. The actuals are less than the expenses approved by the Commission for 2005-06. The 5% increase over the actuals of 2005-06 to cover inflation and increasing business requirements is considered reasonable.

The Commission approves the Administrative and General expenses at Rs. 2334 lakhs for the year 2007-08.

Other debits:

The company has projected the provisions under other debits at Rs. 74 lakhs for 2007-08 with an increase of 5% over actuals of 2005-06 and 2006-07.

The other debits mainly comprise small and low value items written off, loss and sale of fixed assets, research & development expenses, Misc. losses and write off.

A moderate increase of 5% on the items under other debits based on actuals is considered reasonable. 

The Commission approves the provisions under other debits at Rs. 74 lakhs for the year 2007-08.

Extraordinary items:

The company has projected the provision under extraordinary items at Rs. 13 lakhs for the year for 2007-08 at the same level as in 2005-06 actuals.

The extraordinary items are to cover unforeseen expenditure during floods and other natural calamities and the amount provided is nominal.

The expenditure proposed under extraordinary items is approved at Rs. 13 lakhs for the year 2007-08.

5.18 Provision for Bad and doubtful debts:

The company projected Rs. 771 lakhs under Bad & doubtful debts for the year 2007-08. It is claimed that legitimate expenditure, which is associated with the business risk and are consumer related expenses.

The projected bad and doubtful debts by the company are given in Table – 31 below.

Table - 31

Bad & doubtful debts – 2007-07

 (Rs. lakhs)

	Particulars
	2006-07

(Projected)
	2007-08

(Projected)

	Provision for bad debts
	678
	771

	Increase (%)
	(0.4%)
	(0.4%)


Commission’s view:

The provision for bad and doubtful debts is necessarily to cover the unrealizable dues from the consumers. The Commission has limited the provision to 0.4% of the revenue from sale of power in the Regulations.

The Commission has limited (in the Regulations) the bad and doubtful debts to 0.4% of Revenue from sale of power. The actuals for 2005-06 are only Rs. 34 lakhs as seen from the Annual Accounts. This shows that the realization of revenue is good in the company and need not provide for the bad and doubtful debts at 0.4% of Revenue from sale of power. An increase of 15% for the year 2006-07 and 2007-08 over the actuals for 2005-06 is in line with the increase in sales revenue and is considered reasonable.

The Commission approves Rs. 45 lakhs for the year 2007-08 towards bad & doubtful debts for the year 2007-08.

5.19 Depreciation

MGVCL claimed depreciation of Rs. 4557 lakhs for the year 2007-08. it is submitted that the depreciation has been calculated in accordance with the rates specified by Central Electricity Regulatory Commission (CERC). The Commission directed in the last tariff order that the depreciation should be calculated according CERC/GERC norms. The details of calculation of depreciation are given in Table - 32 below.

Table – 32

Depreciation projected
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Commission’s view

The company has taken the gross block of the assets and depreciation etc for the year 2005-06 as provided in the final opening balance sheet. The assets added during 2005-06 & 2007-08 are in line with the capital expenditure which Commission approved for the years 2005-06 & 2006-07. The proposed addition for the year 2007-08 is also in line with the capital expenditure proposed for the year 2007-08. The depreciation is calculated at 3.58% rate applicable to distribution licensee’s assets as indicated in the CERC / GERC Regulations. The Commission approves Rs. 4557 lakhs towards depreciation for the year 2007-08.
5.20 Interest on Loans

MGVCL projected the interest on loans and finance charges at Rs. 6329 lakhs for the year 2007-08. The interest claimed includes the interest to be paid on security deposit of consumers and guarantee charges. The interest on loans is calculated at 8.6% interest rate. The capital expenditure plans for 2005-06 and 2006-07 and the funding were approved by the Commission in the last tariff order.

The calculation of interest is given by MGVCL as in Table - 33 below

Table – 33

Calculation of Interest charges

(Rs. lakhs)

	Interest on Loans
	 2005-06 
	 2006-07 
	 2007-08 

	Opening amount of loans
	48490
	   54981 
	   59132 

	Additions
	26051
	     9649 
	     8390 

	Repayments
	19560
	     5498 
	     5913 

	Interest paid during year
	4577
	     4907 
	     5192 

	Interest on security deposit to consumers
	831
	        859 
	        888 

	Guarantee charges paid during the year
	248
	        248 
	        248 

	Total interest and financing cost paid
	5656
	6015
	6329

	Closing of loans
	   54,981 
	   59132 
	   61609 

	Average interest rate for the loans
	
	8.60%
	8.60%

	Average tenure of loans, years
	10


Commission’s view

The Commission approved capital expenditure programme for the years 2005-06 and 2006-07 and its funding of the programme (Loan & equity). The Commission also approved the capital investment proposed during the year 2007-08 and its funding.

The opening loan as on 1st April 2006 is provided in the final opening balance sheet and the opening loan as on 31st March 2006 is as shown in Annual Accounts for 2005-06. 

The average interest rate adopted is 8.6%. The Commission approves the interest rate and interest on loans as given in Table - 34 below.

Table – 34

Interest on loans

(Rs. lakhs)

	S.N
	Particulars 
	2007-08

	1
	Opening loan
	59132

	2
	Addition 
	8390

	3
	Repayment 
	5913

	4
	Closing balance (1+2-3)
	61609

	5
	Average loan (1+4)/2
	60370

	6
	Interest rate
	8.6%

	7
	Interest (5X6)
	5192

	8
	Interest on consumer security deposit
	888

	9
	Guarantee charges paid during the year
	248

	10
	Total interest (7+8+9)
	6328


The Commission approves the interest & finance charges of Rs. 6328 lakhs for the year 2007-08.

5.21 Interest on working capital

MGVCL projected the interest on working capital at Rs. 2726 lakhs for the year 2007-08. The working capital is estimated based on the norm prescribed by the Commission as below

· Operating expenses for one month

· Maintenance spares escalated at 6% p.a

· Revenue for two months

The working capital for 2007-08 is arrived at as given in Table – 35 below.

Table – 35

Working capital & interest on working capital

                                                                        (Rs. lakhs)

	Details 
	2007-08

	Operating expenses for one month
	1628

	Maintenance spares escalated
	842

	Revenue for two months
	32120

	Total working capital
	34589

	Rate of interest
	7.88%

	Interest on working capital
	2726


The interest on working capital has been given wrongly at Rs. 2729 lakhs in the Aggregate Revenue Requirement vide clause 2.1 of the petition.

Commission’s view

The Commission has examined the above projections of the projected working capital and interest on working capital projected.  The working capital projected is in line with the Regulations issued by the Commission.  The interest at 7.88% on working capital is considered reasonable.

The GUVNL expenses approved by the Commission at Rs.24586 lakhs which are shared by the four DISCOMs include interest on working capital.  GUVNL purchases power from various sources and sells to DISCOMs.  In view of this, two months receivables in working capital of DISCOM is not justified particularly when DISCOM is realizing the revenue from consumers spread out in a month.  It is seen from the actuals for 2005-06, the expenditure of DISCOM under “interest on working capital” is Rs.1013 lakhs against Rs. 2461 lakhs approved by the Commission for that year.  The Commission, therefore, limits the working capital mainly to cover O&M expenses, maintenance spares etc. The Commission approves the interest on working capital to Rs.909 lakhs for 2007-08.
5.22 Return on Equity

MGVCL has claimed Return on Equity at Rs. 5407 lakhs. The return on equity has been calculated at 14% on equity and free reserves.

The calculation as provided by the company are given in Table - 36 below

Table - 36

    (Rs. lakhs)

	Return on Equity
	(Rs Lakhs)
	2006-07
	2007-08 

	Opening Equity Capital
	A1
	   32898 
	   36499 

	Equity addition during the year
	A2=D
	     3600 
	     4244 

	Closing Equity
	A3=A1+A2
	   36499 
	   40742 

	Average Equity
	B=(A1+A3)/2
	   34698 
	38620

	Opening Free Reserves
	B1
	     3503 
	     2331 

	Reserves addition during the year
	B2
	     2429 
	     5407 

	Less: Reserves transferred to equity Equity
	B3= D
	     3600 
	     4244 

	Closing Free Reserves
	B4= B1+B2-B3
	     2331 
	     3494 

	Average Reserves
	C=(B1+B4)/2
	     2917 
	     2913 

	Reserves considered for RoE
	D= Min(B1+B2,E)
	     3600 
	     4244 

	Equity For Capex
	E
	     3600 
	     4244 

	Rate of RoE
	%
	7.0%
	14.0%

	Return on Average Equity
	F=B*ROE%
	    2429 
	    5407 



Commission’s view

The Commission has examined the claim of DISCOM for return on equity as provided in the final opening balance sheet and the audited accounts for the year 2005-06, additions during the year and investment in capital works.

The Commission considered the equity as provided in the final opening balance sheet and the audited accounts for the year 2005-06 and reserves invested in capital expenditure.

The regulations provide 14% return on equity.  The DISCOM projected a revenue gap of Rs. 10394 lakhs and also requested to continue the current retail tariffs. In view of this the Commission limits the return on equity to 7% in order not to increase the revenue gap.  The Commission approves the return on equity at Rs.2704 lakhs as given in Table-37 below:
Table - 37

Return on Equity – 2007-08

(Rs. lakhs)

	S.N
	Particulars 
	2006-07
	2007-08

	1
	Opening equity
	32898
	36499

	2
	Addition to equity during the year (through free reserves)
	3600
	4244

	3
	Closing equity (1+2)
	36498
	40743

	4
	Average equity (1+3)/2
	34698
	38620

	5
	Rate of Return
	7%
	7%

	6
	Return on equity
	2429
	2704


5.23 Income Tax

MGVCL provided Rs. 85 lakhs towards provision for Income tax. MGVCL may have to pay income tax on its profits.  The provision is deferred and it can be claimed later based on actuals.

5.24 Revenue from other income – consumer related

MGVCL projected revenue from other income at Rs. 5624 lakhs for the year 2007-08. The revenue from other income comprises of revenue on account of charge imposed other than basic charges applicable to the consumer. These include income on account of meter rent, wheeling charges, inspection charges and miscellaneous charges.

It is stated that based on past trend this income will increase by approx 3.4% for the year 2006-07 & 2007-08 as detailed in Table – 38 below:

Table – 38

Other income

	   Particulars
	2005-06 Actual
	2006-07 Projections
	2007-08 Projections

	 
	Rs. Lakhs
	Rs. Lakhs
	Rs. Lakhs

	Rental For Meters, Service Lines
	2488
	2573
	2661

	Recoveries For Theft Of Power
	728
	753
	779

	Wheeling Charges
	6
	655
	655

	Misc. Charges From Consumers
	1431
	1479
	1530

	Total
	4652
	5460
	5624


But the increase projected in 2006-07 is 17.4% and the increase in 2007-08 over 2006-07 is 3%.

The Commission considered the projected income is reasonable and approves the other income – (consumer related) at Rs. 5624 lakhs for the year 2007-08.

5.25 Revenue from non tariff income

MGVCL has projected revenue from non tariff income at Rs. 2128 lakhs fro the year. The non tariff income mainly comprises of interest and advances to employees / contractors, income from investment with Banks, delayed payment surcharges from consumers etc. The non-tariff income is projected by the company as in Table – 39 below: 

Table – 39

Revenue from Non Tariff Income

	Particulars
	2005-06 Actual
	2006-07 Projections
	2007-08 Projections

	 
	Rs. Lakhs
	Rs. Lakhs
	Rs. Lakhs

	Interest On Staff Loans
	151
	151
	151

	Income From Investments
	0
	0
	0

	Interest On Loans & Advances
	0
	0
	0

	Interest From Consumers
	0
	0
	0

	Delayed payment charges from consumers 
	1546
	1546
	1546

	Interest On Advances To Suppliers
	0
	0
	0

	Interest From Bank
	0
	0
	0

	Income From sale of Scrap
	73
	73
	73

	Gain on Sale of Fixed Assets
	8
	8
	8

	Income From Staff Welfare Activities
	0
	0
	0

	Subsidies/APDRP Grant
	2850
	0
	0

	Miscellaneous Receipts
	349
	349
	349

	Total
	4978
	2128
	2128


MGVCL has stated that income accrued from subsidies availed due to loss in floods has not been projected.

The Commission approves the non – tariff income at Rs. 2128 lakhs for the year 2007-08 as claimed by MGVCL.

5.26 Subsidy

It is submitted by MGVCL that the agricultural subsidy by the State Government that was being received by erstwhile GEB is now being received by the three DISCOMs – i.e PGVCL, UGVCL & MGVCL who require the subsidy support due to poor consumer mix.

It is stated that the basis of receipt by each of the three DISCOMs is the percentage share in agricultural consumption. The quantum of agricultural subsidy has however been considered at the same level i.e Rs. 110000 lakhs for the year 2007-08. accordingly the share of subsidy for each DISCOM is worked out as shown in    Table – 40 below:

Table – 40

Agricultural Subsidy

	Agriculture Subsidy
	MGVCL
	UGVCL
	PGVCL
	Total

	Total Units
	727
	5761
	3925
	10413

	Total %
	6.98%
	55.33%
	37.69%
	-

	Share of Subsidy
	7680
	60858
	41463
	110000


5.27 Supply of water to Brick Manufacturers


The company has submitted that where Agricultural consumers divert some of the water to Brick Manufacturers, they propose to collect from Agricultural consumers who supply water to Brick Manufacturers at the rate of Rs.100/HP/annum subject to a minimum of Rs.2000/- per year for each brick manufacturing unit to which water is supplied in addition to existing rate of HP based / metered Agricultural tariff.


Such Agricultural consumers shall have to pay the above charges for a full financial year irrespective of whether they supply water to the brick manufacturing unit for full or part of the financial year.


It is also submitted they had submitted the proposal last year but the Commission did not comment on the proposal, hence the proposal for Commission’s reconsideration.


Commission’s view:


This practice of Agricultural consumers supplying water to Brick Manufacturing units appears to be prevalent and the Agricultural consumers are getting benefited in the process. A number of objectors have objected to the supply of water to Brick manufacturing units by Agricultural consumers.  In normal course this has to be stopped. But this practice seems to have been evolved with a view to encourage brick manufacturing units in the rural areas. Discontinuation of this practice will lead to closure of such units and disturb the rural economy. In view of this, the Commission approves the proposal as the company would also get some revenue.  The revenue from this shall be accounted with the ARR.

5.28
Rate WW (Water Works)
At present ‘Municipal Burrow’ (Borough) is covered along with the ‘Municipal Corporation’ under Type II of this category. But, as a matter of fact ‘Municipal Burrow’ (Borough) has to be compared with Municipalities (Nagarpalikas) and cannot be compared with ‘Municipal Corporation’. As the comparable authorities i.e. Municipalities (Nagarpalikas) are covered in the Type IV of this category, the word ‘Municipal Burrow’ is deleted from the description of Type II of this category.

Similarly, the word ‘Nagar Panchayats‘ is also replaced with the word ‘Municipalitis’ in the description of Type IV of this category. ‘Nagar Panchayats’ are not in existence (having all been converted into either Municipalities or Gram Panchayats)

5.29
HT Agricultural Tariff
On 6th March, 2007, Miroli Piyat Sahakari Mandali a filed a request for fixation of a separate Agriculture Tariff for the High Tension consumers using electricity for irrigation or other agricultural purposes. The Commission would like to get complete information on all HT Agricultural consumers and their consumption. The matter will also have to be examined in consultation with the Distribution Licensees and the State Government. Hence, the Commission will separately consider the question of fixing HT Agricultural tariff for the year 2007-08.
5.30
Total expenses approved by the Commission

The Commission’s approvals to the expenses including power purchase cost for the year 2007-08 are summarized in Table - 41 below.

Table – 41

Total expenses claimed / projected by MGVCL and approved by the Commission 2007-08

(Rs. lakhs)

	S.N
	Particulars
	Projected / claimed by the MGVCL
	Approved by the Commission

	1
	Total Power Purchase cost
	175913
	176123

	2
	Employees costs
	12865
	12865

	3
	Repair & Maintenance 
	3987
	3987

	4
	Administration & General expenses
	2334
	2334

	5
	Depreciation 
	4557
	4557

	6
	Interest on loans
	6329
	6329

	7
	Interest on working capital
	2726
	909

	8
	Other debits
	74
	74

	9
	Extraordinary items
	13
	13

	10
	Provision for bad debts
	771
	45

	11
	Less Interest and expenses capitalized
	(-) 4267
	(-) 4267

	12
	Sub total 
	205302
	202969

	13
	Return on equity
	5407
	2704

	14
	Provision for tax
	85
	-

	15
	Total expenditure
	210794
	205673


The Commission approves the total expenses at Rs. 205673 lakhs for the year  2007-08 against Rs. 210797 projected / claimed by MGVCL. 

5.31
Annual Revenue Requirement

Table – 42

Annual Revenue Requirement
	S.N
	Particulars
	Projected / claimed by the MGVCL
	Approved by the Commission

	1
	Total Power Purchase cost
	175913
	176123

	2
	Employees costs
	12865
	12865

	3
	Repair & Maintenance 
	3987
	3987

	4
	Administration & General expenses
	2334
	2334

	5
	Depreciation 
	4557
	4557

	6
	Interest on loans
	6329
	6329

	7
	Interest on working capital
	2726
	909

	8
	Other debits
	74
	74

	9
	Extraordinary items
	13
	13

	10
	Provision for bad debts
	771
	45

	11
	Less Interest and expenses capitalized
	(-) 4267
	(-) 4267

	12
	Sub total 
	205302
	202969

	13
	Return on equity
	5407
	2704

	14
	Provision for tax
	85
	-

	15
	Total expenditure
	210794
	205673

	16
	Less Non tariff income
	2128
	2128

	17
	Net Aggregate Revenue Requirement
	208666
	203545


5.32 Expected Revenue from existing tariffs

Table – 43

Expected Revenue from sale of power for 2007-08

(Rs. lakhs)

	S.N
	Category
	Projected by MGVCL
	Approved by the Commission

	
	
	Sales (MU)
	Revenue

(Rs. lakhs)
	Sales (MU)
	Revenue

(Rs. lakhs)

	1
	Domestic
	1148
	38488
	1148
	35734

	2
	Commercial
	378
	19146
	378
	18238

	3
	Industrial (LT+HT)
	415
	21349
	415
	20353

	4
	Water Works
	113
	3542
	113
	3268

	5
	Agriculture

(including tariff compensation)
	727
	9270
	727
	7525

	6
	Street Light
	50
	1844
	50
	1724

	7
	HT industry
	1491
	75171
	1491
	71688

	8
	Railway Traction
	299
	16158
	299
	15560

	
	Total 
	4622
	1849689
	4622
	174090

	
	Other income – consumer related
	-
	5624
	-
	5624

	
	Total Revenue Income
	-
	190592
	-
	179714


5.33
Revenue Gap / Surplus for 2007-08

Table – 44

Net Revenue Requirement & Gap

(Rs. Lakhs)

	S.N
	Particulars
	Projected by MGVCL
	Approved by the Commission

	1
	Net Revenue Requirement
	208666
	203545

	2
	Revenue from sale of power
	190592
	179714

	3
	Subsidy 
	7680
	7680

	4
	Surplus / (Deficit) (2+3-1)
	(10394)
	(16151)


5.34
Measures to Bridge the Gap


PGVCL should take the following measures to bridge the gap in revenue.

· It is observed that there is scope for reduction of consumption by agricultural pumpsets.  The consumption of unmetered pumpsets is worked out taking a norm of 1700 kWh/HP/Annum. Against this norm, the consumption by metered pumpsets is much less. Hence considerable energy would be saved by proper energy management and to that extent energy purchase and purchase costs could be reduced.  

· The distribution losses in MGVCL in the current year are about 18.24% and are propose to be reduced to 16.74% during 2007-08.  There is scope to reduce the losses further by effective metering and billing.  The Commission has approved an investment of Rs.1850 lakhs for replacement of 1,75,000 single phase and three phase defective/ dys-functioning meters in residential and commercial services.  Replacement of these meters, would improve the metered energy, resulting in reduction in commercial losses.  The Commission has also approved investment on system improvement schemes to reduce technical losses. The company should also take effective administrative measures to curb pilferage / theft of energy by implementing the provisions of the Electricity Act, 2003.

· Through effective metering, billing and revenue realization of all consumer installations particularly in urban and industrial areas it is possible to improve the sales and revenue thereon.

The above measures should result in considerable reduction in power purchase costs and augmentation of revenues. Thus bridge the gap projected  to a significant level. Incidentally during 2005-06 the company generated a surplus of Rs.2148 lakhs against a deficit of Rs.10995 approved by the Commission.  The company should strive for similar results in 2007-08.
5.35
Average cost of supply for 2007-08

The average cost of supply as projected by MGVCL and approved by the Commission are given in Table – 45 below:

Table – 45

Average cost of supply for 2007-08

	S.N
	Particulars 
	Projected by MGVCL
	Approved by the Commission

	1
	Net Annual Revenue Requirement
	208666
	203545

	2
	Energy sales (MU)
	4622
	4622

	3
	Average cost of supply (Rs. / kWh)
	4.51
	4.40


5.36
Progressive reduction of Cross Subsidy

The National Tariff Policy recommends – 

“For achieving the objective that the tariff progressively reflects the cost of supply of electricity, the SERC would notify roadmap within six months with a target that latest by the end of year 2010-2011 tariffs are within + 20% of the average cost of supply.  The roadmap would also have intermediate milestones, based on the approach of a gradual reduction in cross subsidy.

The Hon’ble Appellate Tribunal for Electricity in its order 224 of 2006 passed the following order:

While keeping in view the provisions of the Section 61 of the Electricity Act 2003, National Tariff Policy and our observations in para 5.2 and 5.3 above, the Commission is directed to expedite the process for adoption of the acceptable recommendations of the study-report  submitted on cost-of-supply to various class of consumers in Gujarat and come out with a road-map for progressive reduction of the cross-subsidy and its implementation in tariff from the financial year 2007-08 onwards, so as to achieve the target as specified in the National Tariff Policy. 

The Commission held a public hearing on the subject on 13th March 2007 to have the views of various stakeholders.  A separate order is being issued in the matter.

5.37
Power Factor Rebate

In the tariff order of 2006 the Commission had agreed for a withdrawal of the incentive on account of improvement in power factor.  The Appellate Tribunal for Electricity in its order 224 of 2006 has passed the following order:

“The Commission is directed to hold a review proceeding on the merits or otherwise of withdrawing incentives on account of improvement in power factor by providing opportunity to W.Rly. and other affected consumers to present their arguments keeping in view the observations made in para 5.1 above and take action accordingly.
The Commission held a public hearing on the case on 13th March 2007 where in various stakeholders (petitioners and objectors) in original petition were given an opportunity to represent their case. Separate orders will be issued on the subject shortly.
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