5. Brief Summary of objections raised, Response of TPL and Commission’s comments 

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

1. Surat Municipal Corporation, Surat

2. Surat Citizen Council Trust, Surat

3. Consumer Education Research Society, Ahmedabad

4. Gandhinagar Shaher Jagrut Nagrik Parishad, Gandhinagar

5. Hasmukh A. Shah, Gandhinagar

6. Gujarat Chamber of Commerce & Industry, Ahmedabad

7. Consumer Protection Council, Ahmedabad

8. Janpath, Ahmedabad

9. Indian Wind Energy Association, New Delhi

10. Indian Wind Power Association, Chennai

11. Janjagruti Abhiyan Sewa Trust, Ahmedabad

12. Bipinchandra Ishwarlal Gonawala, Surat

13. Grahak Suraksha and Pagla Samiti (Gujarat Pradesh), Ahmedabad

14. Ahmedabad Textile Management Association, Ahmedabad

15. Dalitsena, Ahmedabad

16. Vatva Ice Manufacturing Association, Ahmedabad

17. R.V. Shah, Ahmedabad.

Public hearings were held at the Commissions office between July 19-21, 2007

Objections received and responses of Torrent Power Limited (TPL)

1.  Objector: Surat Municipal Corporation, Muglisara, Surat
2.  Objector: Surat Citizen Council Trust, Nanpura, Surat

Objections raised:

· The petition is not in accordance with the relevant provisions of the Electricity Act, 2003, GERC (Terms and conditions of Tariff) Regulations, 2005 and so is not maintainable. Although, the two licensees (that of TPAEC for Ahmedabad – Gandhinagar and TPSEC for Surat) have been transferred by incorporation of name to TPL, the license areas still remain distinct.  On this ground  two separate petitions should be filed for the two distinct license areas for which TPL is now the licensee.  Further, separate details have to be filed for generation and distribution individually according to section 64 of Indian Electricity Act, 2003.   

· The Torrent Power SEC limited has earned more than the permitted reasonable return enabling it to transfer Rs. 11.53 crore to Consumer Benefit Account in 2003-04 and there is no need for the tariff revision.

· The income and expenditure of Bhiwandi Operations are not to be included in the ARR.

· Data is not available in the petition for evaluating reasonableness and cost benefit of capital expenditure in the past three years. Donations are claimed as expenditure.

· As Sugen project is still under construction, its tariff should not form part of the petition.  

· The petition is not maintainable as the components of ARR include determination of tariff in respect of generating company having a Mega Power Project.

· The petition is filed on 06/02/2007 instead of by 30/11/2006 in accordance with GERC regulations, hence it is invalid.


Response of TPL:

· There is no necessity to file separate individual petitions as TPL is the only licensee.  The objection is only procedural and would not touch the substance of the petition.  The TPL has come into existence by virtue of the order of Honourable High Court of Gujarat in the amalgamation scheme and TPL has filed a single petition in which it provided relevant data function-wise. The Electricity Act does not envisage separate petitions but only envisages (where vertically integrated units are concerned)  that the petition should cover all the relevant function-wise details.

· The petition filed is in compliance to the provisions of the law as it is a vertically integrated company having dedicated generation and distribution facility. The balance available in consumer Benefit Account may be considered while dealing with the ARR petition which has a deficit of Rs. 334 crores.

· Income and expenditure of Bhiwandi operations are not included in the ARR.

· The data for 3 years i.e 2005-06 (Actual), 2006-07 (estimated) and 2007-08 (projected) are provided in the petition. Donations in the expenditure incurred as a part of social responsibilities of a Corporate entity and so it is to be considered as allowable expenditure.

· As Sugen project would start power generation during the current year, the data about Sugen project generation is included in the petition based on the forecast.  However, such figures will be subject to Commission’s review based on actuals.

· The process of amalgamation of TPAL, TPSL and TPGL was completed on 12/9/2006. Consolidation of accounts could be completed by November 2006, hence delay in filing the petition.

3. Objector:  Consumer Education and Research Society, Ahmedabad.

4. Objector: Gandhinagar Shaher Jagrut Nagarik Parishad,  Gandhinagar
Objections raised:

· The petitioner should be directed to file separate petitions for generation, transmission and distribution.

· The petitioner should be directed to file separate petitions for the two license areas of erstwhile Torrent Power Ahmedabad Limited and Torrent Power Surat Limited.

· There is no justification for Ahmedabad and Gandhinagar consumers to pay for costly power purchased from SUGEN (TPS).

· The petitioner should provide the details of renovation carried out at ‘C’ station at Sabaramati and benefits transferred to consumers.

· The fixed and variable cost of petitioner is high and should be reduced by improving efficiency.

· The PLF of Vatva plant is low. The consumers should not be burdened for the inefficiency of the petitioner in not being able to source adequate quantity of gas.

· The coal transit losses proposed are very high and should be allowed only according to the norms specified in the regulations on (terms and conditions) of tariff. The petitioner should refund Rs. 21.61 crores to consumes on account of excess recovery of coal losses at more than the prescribed norms.

Response of TPL:

· The petition filed is in compliance with the provisions of the law as TPL is a vertically integrated company having dedicated generation and distribution facility. It uses optimally the technical and financial resources from the corporate pool with an ultimate aim to reduce the cost to the consumers.

· GUVNL conveyed its inability to cater to the demand of Surat and Ahmedabad consumers in future in view of the precarious power situation in the state. It is only because of SUGEN plant that the company would be in a position to supply reliable quality power continuously to the consumers in its distribution areas. It has planned to source power from SUGEN in the interest of its consumers.

· SHR of C station was in the range of 4600 K.Cal / kWh and therefore it was renovated in 1997 to improve its efficiency while it is a known fact that over the life SHR deteriorates, the same has been kept in check and in fact has been reduced by preventive and regular maintenance to the present level of 3735. SHR of F station is 2715, which is about 20 years old. The existing SHR of both stations are quite comparable with the power plants of similar age and condition.

· It has optimized the expenses and brought in the efficiencies without resorting to tariff revision.

· Scarcity of gas cannot be termed as inefficiency on petitioner’s part as adequate gas is not available. 

· In the past, the coal transit losses were in the range of 5-8% and have been brought down to the current level of 2.5 – 3% due to TPL’s efforts and better coordination with the public sector undertakings i.e Indian Railways and South Eastern Coal Fields Limited. It may kindly be noted that in spite of such efforts, Indian Railways and / or the Coal Supply Company are not ready to compensate the petitioner for the transit losses. The transit losses occur outside the premises of the petitioner and so the petitioner has no control over the same.
5.  Objector: Hasmukh A Shah, Surat

Objections raised:

· Unjustifiable investments have been made to earn higher return for the dominant share holders. Till the investments of the last 5/6 years are evaluated on realistic parameters, the ARR should not be approved.

· TPL unwisely invested money in installing too many distribution transformers and receiving sub – stations. Many of these are under loaded.

· During non peak load hours, high voltages occur damaging sensitive equipment used in diamond processing.

· Out of 10% system losses, it is estimated that 2.5% are technical losses and 7.5% are commercial losses.  The petitioner is attempting to bring down technical losses beyond economic limits by over investment.

· Under ground cables are laid to benefit Torrent Cables limited. Cable density in the area of supply is very high. All the materials needed by the company must be procured in the most economic manner.

· The claim made (in ARR) for maintenance expenses is very high.

· The employee strength i.e 1245 for an area of 52 sq. kms. of Surat is very high. The cost per employee, which is working out to Rs. 5 lakhs per year per employee is very high. 

· The return should be allowed on the real equity and not on post merger.

· Interest payment on loans availed for the project is being charged to revenue account. Capital expenditure financed by loans can be doubly accounted first by permitting interest on loan and then on proxy equity.

· While calculating interest on working capital, payables and receivables have also to be considered.

· Investment in the distribution system has reached uneconomic levels. The petition mentions expenditure but does not quantify the benefits.

· The petition does not clearly, spell out how SUGEN cost will be loaded i.e in which jurisdiction Surat, Ahmedabad or both.

· The depreciation amount has been reduced by adjusting it  partly against service line contribution so as to increase profitability and dividend.

Response of TPL:

· The investments are made to cater to consumers’ load demand and to provide reliable and quality supply to the consumers.

· The augmentation, upgradation and modernization made in the network helped in reducing and containing T&D losses and to meet load growth.

· Diamond Polishing Industry in Varachha area has uniform lunch hour causing sudden reduction in load which in turn causes high voltages. On-load-tap- changers at power transformers and off-load-tap-changers at distribution transformers have been provided to control voltages. Automatic Power Factor correction panels at identified sub stations have been installed to switch off capacitors during low load conditions to reduce voltage level.

· The bifurcation of T&D losses given by the objector is not acceptable. Technical losses are in the range of 7.0 to 7.5%. TPL could bring down T&D losses to the existing level due to reduction of commercial losses.

· Ahemdabad and Surat license areas have predominantly under ground network. Both being urban license areas, it is difficult to find open corridors to lay overhead network and so under ground cables have to be laid. Quality cables are being procured at competitive price.

· The estimated cost on repairs and maintenance is justified considering the level of maintenance activities and increase in cost.

· It is proposed to increase employee cost to compensate the employees for increase in DA and bring remuneration in line with the industry.

· The return on equity is calculated as per provisions of the terms and conditions of tariff regulations.

· The term loan availed was used to finance the routine capex and hence the same was charged to the P&L account as per standard accounting practice. TPL has never accounted for the same expenses twice.

· Interest on working capital is calculated in accordance with regulations (terms and conditions) of tariff.

· Benefits and reasons for incurring capital expenditure have been mentioned. Network capacity creation, network strengthening and network modernization ultimately aim to cater to the consumers’ power requirement, reduction in losses and improvement in customer services.

· SUGEN project is being established to cater to the demand of Surat and Ahmedabad consumers.

· Earlier the depreciation was calculated on total fixed assets including assets created by service line contribution (SLC). However the company has reduced the depreciation pertaining assets attributable to service line contribution.
6.   Objector : Gujarat Chamber of Commerce and Industry, Ahmedabad

Objections raised:

· Input costs could not have increased suddenly in current year. What are the compulsions for assuming such a hefty rise in the tariff?

· Consumers are made to pay for the operational inefficiencies of the company through tariff.

· Tariffs in Gujarat are already high and further rise is totally unjustifiable.

· Petitioner did not furnish the plans to meet future load requirements so as to avoid shortage of power.

· TPL is setting up a power plant at Surat at a cost of Rs. 3000 crore. Is that high cost of project going to increase the tariffs?

· TPL has taken over franchise of Bhiwandi city. For subsidizing Bhiwandi operation, the tariff in Gujarat license areas should not be increased.

· As the generating stations are old and not working efficiently, the high cost of generation is being paid by consumers through high tariff.

· The petitioner has not provided information about the improvement to be brought as against the steep rise proposed.

· No technological advancements have been made by the company and the systems of the company are still old and in very bad state.

· Increase in energy purchase cost is not supported by the data.

· PLF of Vatva station is low. Consumers should not be burdened for such inefficiency of the petitioner.

· Transmission charges and losses should be well within the control of the petitioner.

· TPL should renegotiate on long term basis reducing rate on interest on working capital and term loan.
Response of TPL:
· Cost of fuel and power purchase including other expenses have kept increasing over the period of time. Continuous increase in fuel cost, power purchase cost and operational expenses have resulted in the gap in the ARR.

· In terms of all operational parameters, TPL is better than almost all other utilities in India.

· The existing tariffs are lower for almost all categories compared to the other DISCOMs.

· The petitioner is well aware of the load requirement and hence it plans and creates capacity by augmentation and upgradation of its distribution network. The petitioner has also planned to augment its generation capacity to cater to the demand of its consumers and hence it has increased the capacity of generation.

· Government of Gujarat mandated the company to set up a power plant to meet the demand of consumers. The large capacity of the plant will minimize operation costs and well enable TPL to avail of the benefits under the mega power project scheme. Both the factors would reduce the cost to the consumers.

· The petitioner mentioned the objection raised by Surat Municipal Corporation, and stated that the income and expenditure of Bhiwandi operations are not included in the ARR petition.

· Though very old, the power stations at Sabarmati are operating at PAF and PLF of more than 90% which is better than other utilities / plants of similar age and size. This has been possible because effective preventive maintenance and timely upgradation / modernization have been carried out.

· The power reliability is in excess of 99% with reduced number of customer hours lost and with reduced number of interruptions. TPL has laid the network and created capacity, leading to faster release of power connections and extension of load.

· The company has incorporated advanced technological interventions at various levels like Automatic Meter Reading instruments, Numerical Relays, un-manned sub stations etc. Various offices are connected with latest communication medium for on line availability of data. TPL implemented SCADA in its distribution networks.

· TPL’s revised power purchase agreement with GUVNL (with tariff details) is available in ARR petition at page No. 222 and 223.

· There is scarcity of gas at national level and the problem is beyond the control of the petitioner. Even with shortage of gas, PLF of Vatva plant is better than other gas based power plants.

· Petitioner does not own any transmission lines; transmission tariff and losses of STU are determined by the Commission.

· The petitioner has submitted the interest on working capital in accordance with the provisions of the terms and conditions of tariff regulations.
7.  Objector:
 Consumer Protection Council, Ahmedabad

8.  Objector:   JANPATH, Ahmedabad
Objections raised:

· Petitioner has not taken required steps for providing adequate consumer services for bill payment, release of connections, redressal of complaints etc.

· Customer services such as responding to complaints on phone, are not satisfactory.

· The service centres are swarming with agents and they harass the consumers. The agents should be discouraged.

Names of employees at service centres are not displayed. Employees receiving complaints on phones should also disclose their names.

· Irregularities and misdirected actions while booking theft or malpractice cases have to be avoided. 

Response of TPL:

· TPL is committed to and has taken various initiatives for providing better services to its consumers. It has extended the bill payment facility to its consumers through more than 89 bill collection centres and 50 drop boxes spread over the city.  It has also introduced electronic bill payment facility. It has also equipped 6 mobile vans with state of art technology and these vans visit specified locations on specified dates to facilitate bill payment, registration of complaints, collection of applications for new connections / extension of load and to answer any query or provide any information sought by consumers.

· It may kindly be noted that TPL has implemented 24X7 IVRS facility through widely publicized specified number, for registration of power failure complaints.

· For providing hassle-free services such as for availing new connection, extension / reduction of load, purpose change and name transfer, it has implemented fixed service line charges. The scheme envisages faster processing of application and reducing / eliminating multiple visits of consumers along with elimination of touts / middlemen.

· For effective redressal of consumer grievances, the petitioner has established the entire mechanism as envisaged in the Electricity Act, 2003.
9.   Objector: Indian Wind Energy Association, New Delhi

Objection raised:

· TPL should be directed to modify their ARR petition to comply with their obligation of minimum purchase of energy from renewable energy sources as per Regulation 15 of 2002.

The Commission should approve the required power procurement plan of TPL covering atleast 1% of consumption of TPL from renewable energy sources.

The Commission should while approving ARR ensure procurement of renewable energy to the extent of 81.07 MU in 2007-08.

· The Commission should exempt open access transactions based on renewable energy sources from application of cross – subsidy surcharge.

Response of TPL:

· Petitioner is willing to comply with the provisions of regulation in case of availability of renewable power in the state. As of now only 22 of 234 wind farm producers in the state supply power to the grid and the rest wheel the power to their respective units for getting set off against their own consumption. There is no surplus capacity available in the state.

· Petitioner submits that the proposal requires inputs from all stake holders and hence, requests the Hon’ble Commission to decide the suggestion separately.

10.  Objector: Indian Wind Power Association, Chennai

Objections raised:

· GUVNL should be appointed as nodal agency for procuring power from renewable sources of energy on behalf of the petitioner and

· As the installed capacity of wind power is growing fast in the state, it is suggested that the power purchase quantum be enhanced to 5% for 2007-08 and 10% from 2008-09 to encourage renewable power sector.

Response of TPL:

· The petitioner would evaluate the proposal after discussing the same with GUVNL and inform  the Commission.

· Petitioner requests that the proposal should be discussed separately after considering the views of all stakeholders since it amounts to an amendment of the existing regulation.

11.  Objector: Janajagruthi Abhiyan Sewa Trust, Ahmedabad
Objections raised:

· ARR petition filed by the petitioner should not be accepted as the same is filed after due date.

· Coal transit losses considered are 3.5% against the approved limit of 0.8%. The petitioner considered coal transit loss as 3.9% for 2005-06, 1.95% for 2006-07 and 2.5% for 2007-08.

Cost of shortage of coal received is about Rs. 44.26 crore in the last 3 years. Petitioner has received Rs. 10.01 crore from Railways for 2006-07. Balance amount of Rs. 34.25 crore should be refunded to consumers.

· The petitioner has not specified the quality of coal which is received at its plants whether it is as per contract and grade of coal and heat value of coal. If inferior quality of coal is received by petitioner, then the burden of additional consumption of coal will again fall on consumers. 

Response of TPL:

· The process of amalgamation of TPAL, TPSL and TPGL with the petitioner was completed on 12th September 2006. The petitioner was involved in consolidation of its affairs which could be completed by November 2006. Therefore, the petitioner could not file the petition on the due date. Regulation requires ARR to be submitted by a date; it does not make the petition filed after that date illegal.

· In the past, the coal transit losses were in the range of 5-8% and the same have been brought down to the current level of 2.5 – 3% due to TPL’s efforts, and better coordination with the public sector undertakings. The Indian Railways and / or the coal supply company are not ready to compensate the petitioner for transit losses. Petitioner submits that the transit loss occurs outside the premises of the petitioner and so the petitioner has no control over the same.

· Reply not furnished by the Petitioner.

12.   Objector: Bipinchandra Ishwarlal Gonawala, Sangrampura, Surat

Objections raised:

· The petitioner has made unwarranted investments in Surat Licence area to earn higher returns.

· The petitioner has laid under ground cables to benefit Torrent Cables Limited.

Response of TPL: 

· The petitioner has made investments to cater to increasing consumers’ demand and to provide reliable and quality supply to its consumers.

· Ahmedabad and Surat being urban license areas, it is not only difficult but at times impossible to find open corridor to lay over head network. Therefore, TPL has no option but to lay underground net work. The petitioner has procured quality cables at competitive price.

13.  Objector: Grahak Suraksha and Pagla Samithi (Gujarat Pradesh),

                        Ahmedabad
Objections raised:

· The petitioner has to provide certified copies of balance sheets of last 4 years.

· They require time limit of 3 months to study the balance sheet.

· The electricity tariff is very high.

· Levy of meter rent by the petitioner is inappropriate and should be stopped.

· Monthly fixed charges recovered by the petitioner are unfair and their recovery (from consumers) should be stopped.

· Consumers should not be burdened for higher T&D losses on account of petitioner’s inefficiency and mismanagement. Petitioner should continuously strive to reduce T&D losses.

· TPL’s officers and staff are involved in theft of electricity, they illegally collect money from consumers and harass them.

· Consumers are threatened and the staff of the petitioner illegally collect money in the name of theft of electricity, slow defective meters or unauthorized load or broken meter seal.

· Most of the energy meters installed are faulty.

Response of TPL: 

· The petitioner submits that it is a public limited company and in 2005-06 the first annual report was published by the company after the implementation of composite scheme of amalgamation of Torrent power AEC limited, Torrent power SEC limited and Torrent Power Generation Limited along with Torrent power Limited. Copy of the same though available on website of petitioner is also attached to this reply. No further time is required to be given as it has provided adequate time for the study.

· The electricity tariff of the petitioner is lower than of other DISCOMs and other similar utilities in the country.

· Meter rent from the consumers is recovered in accordance with the provisions of GERC Regulations on “Licensee’s power to recover expenditure incurred in providing supply and other miscellaneous charges, Regulations, 2005 notified by Commission.

· Recovery of fixed charges is in accordance with the approved tariff schedules.

· Petitioner has actively pursued and reduced T&D losses, and these are the lowest in the country.

· Petitioner denies the allegations of harassment to its consumers and extraction of money.

· The staff of the petitioner never indulged in any unlawful practices alleged by the objector and submits that all the referred cases are dealt with as per the provisions of the relevant regulations notified by the Hon’ble Commission. The petitioner has implemented the Consumer Grievance Redressal Cell having all independent members. 

· The petitioner has made arrangement for random accuracy checking of meters along with consumer organizations like CERS (Consumer Education Research Society) and representative of Electrical Inspector, and the findings of such checking clarify that the petitioner has installed accurate meters.

14.  Objector: Ahmedabad Textile Mills Association, Ahmedabad

Objections raised:

· The petition has been moved after 7 years after the first application was moved. The petitioner has not furnished any cogent reasons for the said delay. 

The Regulations mandate that the application be moved by November  30th of the year previous to the year for which ARR is to be approved. The delay amounts to five or six serial defaults.

· Surfing of the website of Torrent Power has not yielded any worth while Information. The petition could be described as overly secretive and makes a minimal disclosure of information.

· The petition should be returned with a direction to file separate function wise application as the petitioner has distinct activities viz. generation, transmission, distribution and supply.

· Ahmedabad consumers of TPL are burdened with imprudent investments. It appears that investment has been made to earn higher returns for the dominant shareholders.

· Good engineering knowledge of petitioner does not manifest in system design and operation. System components with large and unjustifiable redundancies are deployed.

· Voltage control has deteriorated in some areas of the petitioner. During late night line voltage is as high as 470 volts. During day, around commercial recess, the voltage reaches 460 volts. Over voltage is causing failure of digital manufacturing equipment.

· The petitioner has undertaken franchise of Bhiwandi city. The petitioner  may furnish its likely impact on Ahmedabad consumers.

· The pre swap equity was Rs. 110 crore and post swap / amalgamation stands at Rs. 472.45 crore. The equity has increased due to SUGEN project and Bhiwandi franchise. Increased equity and its cost cannot be considered as item of expenditure for determining ARR.

· The petitioner should be directed to host on website, atleast last 5 years complete balance sheets of AEC and SEC and all petitions and responses it has filed with GERC since last 5 years.

· Unjustifiable investment is made in installing distribution transformer capacity. For a system demand of 550 MVA, distribution transformer capacity installed is 1350 MVA. 12 Nos. receiving stations having transformer capacity of 1250 MVA are erected. Average length of 11 kV line is 2.0 KM. Uneconomical and reckless  investment has been made. 

· Petitioner’s tariff is unjustifiably higher for the quality of service rendered.

· Out of the system losses of 10%, the commercial losses seems to be 7% and technical losses are hardly 3%. Technical losses are brought down beyond the economic limit by over investment and gains on Rate Base. 

· The laying of underground cable is on very high side i.e for a licensed area of 52 sq. Kms. 10000 kms. cables are laid in Surat. It appears that cables are laid to benefit Torrent cables limited. Cables are not purchased from small-scale industry where the cost of cable will be less. 

· Maintenance expenses shown are high. Maintenance and equipment wise expenses may be asked for the past 5 years.

· Employee cost is very high. For Surat, the cost per employee per year works out to Rs. 5 lakhs.

· Due to amalgamation of companies, revaluation of equity should not be allowed for determining tariff.

· Interest payment on loans for the project is being charged to revenue account of pre restructured entities. Interest should be capitalized.

· SUGEN project: 30% of MW share was allocated inter state sale to gain financial concessions on a mega power project. Capital cost of this project is determined by CERC. Hence, inter state tariff of sale of this project is to be determined by CERC. Expenditure related to this project should not to be coupled with the ARR.

· The petitioner has adopted the practice of reducing the depreciation from service line contribution which is against accounting principles.

Response of TPL: 

· The process of amalgamation of TPAL, TPSL and TPGL with the petitioner was completed on 12th September, 2006. The petitioner, therefore, was involved in consolidation of its affairs which could be completed by November 2006. Therefore, it could not file the petition on the due date.

· It is to clarify that the petitioner’s  website is updated regularly and retains only the current information.

· Petitioner has not replied to the objection that separate petitions for generation, transmission and distribution activities should be filed.  However, the petitioner has replied to the same objection raised by CERS stating that being a vertically integrated company having dedicated generation, and distribution supply. TPL filed a single petition for ARR.

· The petitioner has made investments to cater to consumers’ load demand and to provide reliable and quality supply to its consumers.

· Petitioner’s efficiency and competence can be determined from its various operations including lowest T&D loss, high PAF and PLF of its plants and high reliability of power supply.

· The objector has mentioned the issue of high voltages during the night hours and recess hours. Petitioner is trying to control the upstream voltage variation through on load tap changer at transformers and off-load-tap-changer at distribution transformers.

· The petitioner has not replied about the likely adverse financial impact of Bhivandi operations on Gujarat license areas. But the petitioner has replied to the same objection raised by Surat Municipal Corporation stating that the income and expenditure of Bhiwandi operations are not included in ARR petition.

· The reference to the old data of TPSL and TPAL and their balance sheets is irrelevant for the purpose of the current petition and its non – availability on website cannot be considered as a deficiency.

· It may kindly be noted that the augmentation, up-gradation and modernization made in the network have helped in reducing and containing T&D losses, meeting load growth. Increasing availability, improving SAIFI & SAIDI, in faster release of connections and in better customer services. These improvements have been possible only because of necessary investments made in the network.

· Petitioner submits that its existing tariffs are lower for almost all categories compared to the DISCOMs of the state and also to similarly situated utilities across the country. TPL further submits that it is one of the best in country in terms of reliability and quality of power.

· The petitioner does not agree to the bifurcation of T&D losses given by objector. TPL submits that due to reduction of commercial losses, it could reduce the T&D losses to the existing level.

· Historically Ahmedabad and Surat licence areas had predominantly under ground network. Both being urban licence areas, it is difficult and rather impossible to find open corridor to lay the overhead network. Hence, TPL has no option but to lay under ground network.

· M&R expenses are incurred for the upkeep of network and for providing quality supply to consumers. Considering the level of maintenance activities and the general increase in cost, the petitioner submits that the estimated cost is justifiable.

· The Petitioner submits that it has proposed the increase in employee cost to compensate the employees for increase in DA and keep remuneration in line with the industry.

· Petitioner has calculated return on equity as per the provisions of the terms and conditions of tariff regulations.

· Petitioner submits that the term loan availed of was used to finance the routine capex and hence, the same was charged to P&L account as per the standard accounting practice and the same was also verified and audited by the statutory auditor.

· GOG mandated the company to set up the power plant to meet the demand of consumers. TPL has made arrangement to sell 100 MW power to PTC for sale of power to other states. It has also envisaged sale of balance power available after meeting the demand of Ahmedabad and Surat consumers through PTC so as to reduce the cost by increasing the utilization.

· TPL submits depreciation is calculated on the total fixed assets including assets created by Service Line Contribution.  However the depreciation calculated on SLC is reduced, as it does not charge depreciation on service line contribution in line with the provisions of the Company’s Act 1956. TPL has submitted that in fact it provides depreciation at higher rate in the books has compared to the depreciation allowed for tariff calculations, which reduces its profits.

That it calculated the depreciation on the total fixed assets including assets created by SLC and therefore it reduces the total depreciation pertaining to SLC as it does not charge depreciation on SLC. The same in line with the provisions of the Companies Act, 1956.

15.  Objector: Dalitsena, Dalit Sena Office, Ahmedabad

Objection raised: 

· The petitioner has proposed to hike tariff to finance capital expenditure on its SUGEN Project.

· The electricity tariff for industry is Rs. 4.5 per unit compared to Rs. 3 to 3.5 per unit charged in other parts of country.

· Cost of imported coal of AEC is higher than that of GEB.

Response of TPL:

· Tariff revision is sought to meet the gap between its expenses and revenue at existing rate.

· The electricity tariff charged by the petitioner is lower than that of various DISCOMs and also lower than that of other similarly situated utilities of the country.

· Cost of imported coal depends upon various factors like linkage with the coal mines, distance, quality of coal and overseas freight charges, the time when the order was placed and global prices ruling at relevant time etc. and hence the same cannot be compared.

16. Objector: Vatva Ice Manufacturing Association, Ahmedabad


Objection raised: 

· The objector requested that the limit of existing demand of 100 kV in LT category should be increased to 135 kW.

· He also submitted that variation in voltages is causing variation in demand resulting in additional payment of about 20-25% as penalty.

· He also requested for sanction of connected load of more than 150 HP in LTMD category during the season for 5-6 months.

· An Ice factory’s monthly consumption is very high compared to other LTMD consumers, they should get relief by way of lower energy charges for energy consumption during night hours.

Response of TPL:

· Increase in demand at lower voltage would increase the technical losses. Every where, the slab size of LT is reduced for supply of electricity at HT voltage to reduce losses.

· Variation in voltage would not increase the objector’s demand as mentioned.

· Increase in connected load would amount to creating the higher capacity permanently and hence, would increase the fixed cost. The same is required to be recovered from the consumers by way of only fixed charges, especially from seasonal consumers. It may further be noted that ice factories normally operate at peak during the summer season when the load on the system is the highest. Thus, temporary release of additional demand would increase the peak demand and would require the petitioner to buy costly power.

· An Ice factory consumes maximum power during the summer season and thus contributes to system peak demand and consequently increases the cost of purchase of power.

17.   Objector: R.V. Shah, Sakadhishari, Ahmedabad

Objection raised: 

· Bills are not distributed promptly and so non payment of bills in time is resulting in disconnection of the service.

· The company employees are misbehaving with consumers.

· Rs. 20/- collected as test report charges (for installation) should be abolished.

· Petitioner recovers the electricity duty from the consumers but the same is not deposited in the Government treasury.

Response of TPL:

· Petitioner is taking utmost care in bill distribution. However, there can be some stray cases and the same are dealt with due care. TPL submits that it continuously, strives to improve all systems including bill distribution system to serve its consumers better.

· TPL submits that it imparts training to its employees on behavioral aspects and refutes the allegation. It has manned its consumer centres located at zonal offices with qualified staff.

· The petitioner recovers test report charges of Rs. 20/- in accordance with GERC Regulations on “Licensee’s power to recover expenditure incurred in providing supply and other miscellaneous charges Regulation, 2005”.

· The petitioner refutes the allegation made and submits that it is baseless. TPL further submits that any delay in payment of electricity duty attracts the penal interest.

While replying to the various points raised by the objectors, the petitioner submitted a common reply to all the objectors explaining their achievements during the last 3 / 4 years. The same is appended hereunder.

The petitioner would like to take this opportunity to appraise the objector about some relevant facts, which may help in evaluating the petitioner’s application appropriately.


1) The objector will agree that reliability of power in the distribution areas of the petitioner is significantly better than the prevailing situation elsewhere both in terms of numbers of interruption and the total time for which the power is not available to consumers resulting into almost 99.8% reliability of the uninterrupted and quality power.

2) The petitioner has been improving its operating efficiency continuously as can be seen from the fact that today the T&D losses of the petitioner are 9.5% - the lowest in the country. Similarly, the PAF and PLF of the petitioner’s more than 20-25 years old generating plants are more than 92% and 86% respectively. It is because of this improvement in the efficiency that the petitioner had been able to operate without any revision in tariff for the last five years.

3) The petitioner has received the Gold Shield awarded by Ministry of Power, Government of India, for being the best utility company consecutively for two years.

4) The petitioner has been continuously investing in system improvement to meet the demand of the new consumers, for increase in demand by the existing consumers and for replacement of the old equipment etc. It will be interesting to note that in last five years, out of the total profits of Rs. 533 crores, the petitioner has distributed dividend of Rs. 127 crores only and the balance has been ploughed back by way of capital expenditure for improving and strengthening the system. 

5) The petitioner has embarked upon the new generating project because of stipulation by the Government of Gujarat as well as to ensure the continuous reliable supply of power to its Ahmedabad, Gandhinagar and Surat consumers. In order to avail the benefits of the Mega Power Project status, the petitioner decided to put up a large capacity plant which has twin benefits of (a) lower capital cost and lower fixed cost per unit (b) meeting the ever increasing demand of these cities. While putting up this plant, the petitioner has also taken care to establish the plant based on best and most efficient technology and with best environment standards so as to make the plant environment friendly. The invisible and un-quantifiable benefits of such plant would be available to the petitioner, the consumers and the society at large over a long period.

6) The petitioner has to continue to grow to meet the requirements of the power from its existing consumers and also to meet the gap in demand and supply at regional and national level. Towards this end, it has to earn a reasonable return as allowed by the Tariff Regulations in order to attract further investments. At the same time, it will not be out of place here to mention that the petitioner is operating in regulated sector and any revision in the tariff to be charged is to be determined by the Hon’ble Commission by adopting a transparent process. 

7) Last, but not the least, the petitioner would like to submit that the tariff  charged by the petitioner today is quite reasonable as compared to the tariff of the other utilities in the region and in a similarly placed distribution centres as can be seen from the following table.

(Rs. / Unit)

	Name of utility
	Domestic (4kW-400 Units / 

Month)
	Commercial (10kW-800

 Units/ Month)
	Small Industry (10kW –

1500 Units / Month)
	Medium Industry (50kW –LF 40% - 

1440 Units / Month)
	Large  Industry (100kW –LF 60%-438000 Units / Month)
	Average tariff

	Torrent Power Ahmedabad
	3.31
	4.6
	3.6
	3.8
	3.8
	3.75

	Torrent Power Surat
	3.5
	4.33
	3.65
	3.95
	4.33
	3.81

	DISCOMs of erstwhile GEB
	3.97
	4.94
	4.11
	4.32
	4.64
	4.17

	Reliance Energy (Mumbai)
	3.99
	6.6
	5.62
	6.18
	6.29
	4.98

	NDPL/BSES Rajdhani (Delhi)
	-
	5.98
	5.33
	5.17
	5.34
	4.43

	BESCOM (Bangalore)
	3.98
	6.38
	3.98
	4.49
	4.64
	-

	CESC (Kolkata)
	4.18
	4.8
	3.79
	4.37
	-
	-

	TNEB (Chennai)
	3.43
	5.78
	4.37
	4.67
	4.38
	-

	Jiapur
	3.57
	5.35
	3.81
	4.06
	4.24
	3.86

	MSEDCL
	3.64
	5.23
	-
	4.36
	4.33
	-

	MP (Bhopal)
	3.8
	5.45
	-
	4.55
	4.14
	-



Comments of the Commission:

The Commission has examined the objections of consumers and consumer organizations on various issues of the ARR petition of TPL and the TPL’s replies to the objections raised. The Commission has considered the issues raised and the replies of TPL and appropriate decisions are taken in admitting the expenses and other claims of TPL and the order is accordingly issued. 

Objections raised against Determination of Fuel Price and Power Purchase Adjustment (FPPPA) formula (Petition No. 915).

1. Objector:  Consumer Education Research Society (CERS) Ahmedabad

Objections raised:

· The petitioner has increased the heat rate of coal and gas based units to collect more money from consumers through proposed FPPPA formula. The existing heat rates of 2006-07 should be considered while determining FPPPA formula.

· Unscheduled Inter change (UI) charges should not be included in the proposed FPPPA formula. The petitioner should not draw power when he is liable to pay UI charges and maintain own generation to maximum capacity.

· The FPPPA formula should be made applicable from 1st July, 2007 instead of 1st April 2007 as the petitioner has filed the application on 28/04/2007 for determination of FPPPA.

Response of TPL:

· The petitioner denies the allegation made by the objector and submits that the petition has proposed to consider Station Heat Rate (SHR) of 2006-07 only as the base. It has arrived at multiplying factors by grossing up SHR of 2006-07 with auxiliary consumption of respective station as the FPPPA formula is based on the units sent out i.e net generation.

· TPL submits that while it would make all efforts to forecast the load as accurately as possible, actual drawl would vary depending upon the consumers’ drawl, which is beyond its control.

It further submits that the only control which it can exercise is to control the demand by way of load shedding. However, it would neither be desirable nor be possible to resort to load shedding every time to limit the demand upto the forecast.

· The petitioner requests the Hon’ble Commission to allow recovery of FPPPA charges from 1st April, 2007 as proposed in the petition.

Commission’s comments:

The commission has examined the objections raised by the CERS on various issues of the FPPPA petition of TPL and the replies of TPL to the objections raised.  The Commission has considered the issues raised and the replies of TPL and appropriate decisions are taken in admitting the expenses and other claims of TPL and the order is accordingly issued.

Brief summary of the proceedings of Public Hearing on the Petition of TPL for approval of ARR

Seventeen objections are received in time, in total. One objector, “Gujarat State Small Industries Federation”, submitted his written objection on 02/07/2007, after the expiry of the due date stating that their objections are the same as those of “Ahmedabad Textile Manufacturers Association”. Commission asked the objectors, to appear and present their case at the Public Hearings. Thus there are 18 objectors, who attended the public hearing. Out of them, one Objector, namely “ Dalit Sena, Ahmedabad” requested for 7 days more to make his oral presentation, but the Commission did not agree to any adjournment.

The oral submissions of various objectors were almost in line with their written objections. Generally the stress was on: (1) customer services, (2) filing separate data for generation, transmission and distribution (3) separate filings for licensee areas of Surat, Ahmedabad and TPGL, (4) Multi Year Tariff (MYT) (5) poor performance of Sabarmati ‘C’ Station, in spite of R&M, (6) coal transit loss (7)  FPPPA to be applicable half yearly or quarterly, instead of monthly (8) submission of Petition beyond due date (9) high R&M and employee costs (10) inadequate publicity being given to promoting safety measures and awareness (11) necessity for “Citizen Charter” (12) “SUGEN” expenditure being thrust on Ahmedabad consumers (13) “SUGEN” Station tariff fixation being under CERC and not GERC (14) low PLF for Vatva Gas Station (15) high cost of gas (16) High expenditure on cables and other capital works (17) obligation for purchase of wind energy (18) high ROE (10) approval open access and wheeling charges etc. Many objectors repeatedly highlighted the need for improving consumer services.

The learned Advocate Shri I.J. Desai, representing Surat Citizen Council in his extensive submission, focused mainly on legal issues and argued that the petition which TPL filed is not maintainable.  At the end of his detailed submission, Shri I.J. Desai also provided us with a list of issues which, in his view, would need to be addressed. The learned Advocate Shri Pujara representing TPL and Shri Sudhir Shah, Executive Director, responded to the objections raised by learned Shri Desai. The objections and the responses are briefly summarized below. The Commission has also added its views wherever considered necessary. 

Shri Desai argued that the order of the Hon’ble High Court of Gujarat on the amalgamation of Torrent Power (AEC) Ltd. (TPAEC), Torrent Power (SEC) Ltd (TPSEC), and Torrent Power Generation Ltd (TPGL) into Torrent Power Ltd. (TPL) is binding only on the shareholders of the respective companies. He argued further that the amalgamation would not in any way bind or restrict the regulatory powers of GERC under the Electricity Act, 2003 and the relevant Regulations. 

Drawing the Commission’s attention to its order (para 11.6) in Petition No. 881/2006,  he submitted that no changes were made regarding the condition of licenses, their scope or in their geographic limits. Although the two licences (that of TPAEC for Ahmedabad-Gandhinagar and of TPSEC for Surat) have been assigned to TPL, the license areas still remain distinct. On this ground, he argued that two separate petitions would have to be filed for the two distinct license areas for which TPL is now the licensee.  He argued further that the petition filed by TPL covers generation of SUGEN plant at Akhakhol, the generation facilities at Ahmedabad and those at Vatva besides the two license areas of Ahmedabad-Gandhinagar and Surat. Shri Desai argued that a single joint petition in respect of the diverse functions (here generation and distribution of electricity) is not maintainable under law.  Referring to Section 62 of the Electricity Act, 2003, he emphasized that an application for determination of tariff would have to be made (individually) by the generating company or the licensee in such a manner as may be determined by Regulations. In this connection, Shri Desai drew the Commission’s attention to the forms submitted by TPL which, according to him, gave composite figures in respect of generation and distribution instead of providing function-wise estimates. Another objection which learned Shri Desai made to the petition is that though it purports to be u/s  62  of the Electricity Act, 2003, the said section speaks only of determination of tariff and not of any approval to Annual Revenue Requirement (ARR). He added further that the petition was filed well after 30th November 2006, whereas according to the Regulations, an ARR petition for any year would have to be filed by 30th November of the previous year. Shri Desai also cited from Regulation 2 of the GERC (Terms and Conditions of Tariff) Regulation, 2005 and argued that the tariff can be determined only in respect of existing generation and transmission systems or for their completed units. As SUGEN project is still under construction, he was of the view that its tariff should not form part of the petition. As regards SUGEN project, he argued further that  as it is a Mega Power Plant, its tariff would have to be fixed by the CERC.  In this regard, he quoted extensively form the Commission’s order dated 23rd December 2005 in Case Nos. 813/2004 and 814/2004. He further cited from the order of the Hon’ble High Court of Gujarat (which interalia refers to cancellation of PPAs between the erstwhile TPGL and TPAEC and between erstwhile TPGL and TPSEC consequent upon the approval of amalgamation).  According to learned Shri I.J. Desai, the PPA as approved by GERC would continue to remain in force notwithstanding the above cited order of the Hon’ble High Court of Gujarat.  Shri Desai expressed apprehension that TPL’s present petition contained expenditure which is being incurred on its franchised area of Bhiwandi in Maharashtra.  On all these grounds, Shri Desai submitted that TPL’s petition should be rejected in limine. 

The learned Advocate Shri Pujara representing TPL, responding to the objections, submitted that the objections were procedural and would not touch the substance of the petition. He argued that the petition meets with the required statutory provisions and regulations. He denied that it would be necessary to file separate individual petitions covering generation and distribution. He added that TPL has come into existence by virtue of the order of the Hon’ble High Court of Gujarat in the Amalgamation Scheme and the TPL has filed a single petition in which it provided relevant data function-wise. He argued further that the Electricity Act did not envisage submission of separate petitions, but only envisages (where vertically integrated utilities are concerned) that the petition should cover all the relevant function-wise details.  He mentioned that GERC had followed such a procedure in respect of AEC earlier as well as for the unbundled GEB and further that no objections were then raised from any quarters. Shri Pujara further argued that even when time limits are specified in legal enactments, they are directive and not mandatory. Shri Pujara further submitted that tariff determination being a legislative and not being judicial or quasi judicial, the role of the objectors would be circumscribed.  The Electricity Act also envisages that the Commission  should invite suggestions and objections from the general public, but does not lay down any public hearing as a precondition for tariff determination. GERC however, in its discretion has provided for public hearing through Regulations. He also invited Commission’s attention to clause 1 of Regulation 11.1 of Terms and Conditions of Tariff determination and of Regulation 11.3 regarding the inherent powers of the Commission.  He also drew Commission’s attention to sub-clause 5 of Regulation 11 and submitted that even if there is any failure of compliance, the petition cannot be held to be non-maintainable. 

Shri Sudhir Shah, Executive Director, TPL, submitted that no part of Bhiwandi expenditure is included in the petition in any manner. As regards SUGEN project, he submitted that it would start power generation during the current year. Therefore, the data about SUGEN project generation have been included in the petition based on the forecast. However, such figures would be subject to Commission’s review based on the actuals. He also added that the petitioner  has complied with necessary provisions of the Electricity Act, 2003 and other statutory provisions. 

The Commission  has made detailed analysis of the ARR projections contained in the petition later in the order. The Commission has duly considered the various concerns which the objectors voiced in their written submissions and during the hearing. A major concern is that TPL’s claim for return on equity and the SUGEN project would lead to increased tariff burden on the consumers. Without getting into details at this point, the Commission would like to make a few general observations. In its order, the Commission has made detailed analysis of the TPL’s expenditure figures covering both its operations of generation and distribution. As regards generation, both of Sabarmati and Vatva stations, the Commission was generally guided by the norms applicable to such plants. As regards SUGEN project, the tariff would be based on the orders which would be issued by CERC. The fixed cost would depend on the capital cost that may be approved by the CERC and the variable cost would depend on the gas prices. The Commission has considered the gas prices (as will be evident from the later portion of this order) which were submitted by TPL. But, the ultimate gas prices would be dependent on the general decisions of Government of India in the matter. Further, the Commission will adopt the normative (operational) parameters (mostly determined by CERC) covering gas projects. In this order, the Commission has worked out the generation cost (fixed and variable) for SUGEN. It would, however, like to make it clear that these would be suitably revised based on the CERC’s order and the gas prices based on Gas Supply Agreements.  We have separately directed TPL to furnish us the details of the Gas Supply Agreements as and when these are finalized. 

The Commission is of the view that it would not be necessary to have separate applications covering generation, transmission and distribution functions of the utility. It would, however, be necessary to classify the expenditure and revenue function-wise (that is generation power plant-wise and distribution area-wise). This was the procedure which the Commission  had followed earlier in respect of tariff petitions of erstwhile GEB and erstwhile AEC. However, as TPL has now become a composite entity, some expenditures may not be readily divisible into their functional categories, some normative allocations in such case may also be necessary. The Commission has included a directive to ensure function-wise breakup of expenditure and to avoid informational gaps in future. As regards delay in submission of ARR, the Commission  notes that it had condoned such delays earlier. The Commission, however, recognizes that delays in submission of ARR should, as far as possible, be avoided.  Incidentally in respect of the unbundled entities of erstwhile GEB, the ARR filing and the tariff order are current (cover 2007-08).  Though there has been delay in filing the petition, the petitioner has submitted the reasons which led to delay in filing the ARR. The Commission would, however, like the petitioner (and other utilities and licensees) to strictly adhere to the time lines specified in the Regulations. 

The Commission referred earlier to the eight issues which were framed by the learned Advocate Shri I.J. Desai. Although these issues have been answered in the preceding portions, the Commission would like to briefly recapitulate these points. The first point is whether separate tariff applications have to be filed by a single utility engaged in different functions of generation, transmission and distribution of electricity. The ancillary issue is whether the licensee holding more than a single distribution area would have to file separate applications for each such area.  We have answered both these questions in the negative. Another point raised is whether separate details are required to be given in respect of generating company and in respect of each licensed area. As mentioned above, the details for generation power station-wise and for individual license area have been separately shown in our order. However, as noted earlier, a further segregation or allocation would have to be attempted in respect of certain composite elements of expenditure. The Commission is however, issuing a separate directive covering these aspects. The fourth issue raised is about the survival or otherwise of the PPAs between erstwhile TPGL and TPAEC and between TPGL and TPSEC consequent upon Hon’ble High Court’s order on amalgamation of the said companies. This matter has been discussed earlier and as has been brought out, the tariff will depend upon the final capital cost that will be approved by CERC and the gas prices according to Gas Supply Agreement. The Commission will continue to be guided by the principles enunciated in the PPAs with regard to tariff determination and other relevant parameters.  The next question is whether GERC has jurisdiction to decide the tariff of Inter State Generating Plant. CERC will of course decide the tariff of such plant and this position is already recognized in the Commission’s Order in Case No. 813/2004 and 814/2004.  The next question is whether or not the order of the Hon’ble High Court helps transfer of licences which are otherwise not transferable under any other law like the Electricity Act, 2003. As this issue involves interpretation of order of the Hon’ble High Court, the Commission does not deem it appropriate to offer any comments. Incidentally the licence can be transferred according to Section 17 of the Electricity Act, 2003 and the Commission has already issued necessary orders dated 6th July 2006 in Case No.881/2006.
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