6. Revenue Requirement – 2007-08 Submission of Torrent Power Limited (TPL) and Commission’s Analysis and Decisions


6.1
ENERGY SALES

Proper projection of category-wise energy sales is essential for determining the quantum of power purchase considering TPL’s own generation and for estimating the likely revenue from the sales. This section examines in detail the customer category wise sales projected by TPL in its petition for approval of ARR.

6.1.1
The company distributes power to approximately 18 lakh consumers in the cities of Ahmedabad, Gandhinagar and Surat. The existing customer categories and tariff in Surat are different from those of Ahmedabad and Gandhinagar. The projections are given separately for (1) Gandhinagar & Ahmedabad and (2) Surat, as they were separate license areas earlier and their tariff rates marginally differ.

6.2
AHMEDABAD AND GANDHINAGAR – CATEGORY-WISE CONSUMERS

TPL serves about 13 lakh consumers in the cities of Ahmedabad and Gandhinagar. These consumers are broadly categorized as follows:

1. Residential (RGP)

2. Commercial (CGP & IGP)

3. LT Industrial

(i) LTP – I (LTP – I & LTP – II)

(ii) LTMD – I (LTMD – I & LTMD – II)

4. HT Industrial HTMD (HTP – I)

5. HT Water pumping (HTP – Pumping)

6. Others (AMC & SL, Agriculture, GLP and Temporary  & DOE)

The company serves the consumers at different voltages at which the consumers avail supply.

6.2.1
Overall Approach to sales projections

TPL submitted that it has considered the historical trends and expected development plans in the city, industrial and commercial growth of Ahmedabad and Gandhinagar etc. for the purpose of projections for the year 2007-08. It has also taken into consideration

· Implementation of slum electrification programme

· General economic growth

· On going development activity due to MEGA city status.

6.2.2
Projected Energy Sales

Consumers

TPL has furnished the past trends in category / sub category wise consumers since 2003-04 and the projections for 2007-08 as given in Table – 6.1 below.

Table – 6.1

Category / sub category wise consumers – TPL submission

	Particulars 
	2003-04
	2004-05
	2005-06
	2006-07


	2007-08

(Projections)

	Residential 
	909055
	969971
	1022188
	1063075
	1063075

	Commercial 
	231564
	246481
	262642
	286280
	312045

	LTP – I
	6158
	6469
	6602
	6800
	7004

	LTP – II
	34105
	35948
	36565
	37662
	38792

	LTMD – I
	1139
	1240
	1274
	1338
	1378

	LTMD – II
	6958
	7615
	7785
	8174
	8419

	HTP – I
	459
	485
	503
	554
	603

	HTP – Pumping
	105
	109
	116
	119
	123

	Agri 
	645
	608
	625
	656
	689

	GLP
	331
	478
	644
	702
	-

	Temp 
	-
	-
	4
	4
	4

	AMC & SL
	2007
	1921
	1764
	3333
	3451

	Total 
	1192525
	1271326
	1340711
	1408697
	1478872


Energy Sales

TPL has furnished the past trends in category wise sales since 2001-02 and the projections for 2007-08, as given in Table – 6.2 below

Table – 6.2

Category wise sales since 2001-02 and projection for 2007-08 -TPL submission

(MUs)

	Category 
	2001-02
	2002-03
	2003-04
	2004-05
	2005-06
	2006-07


	2007-08

(Projections)

	Residential
	892
	908
	960
	1049
	1128
	1208
	1307

	Commercial 
	367
	374
	417
	468
	520
	592
	637

	LTP
	262
	284
	291
	240
	231
	240
	262

	LTMD
	414
	454
	498
	614
	686
	715
	782

	HTMD
	705
	732
	805
	896
	987
	1190
	1290

	HTP pumping
	123
	118
	112
	91
	94
	97
	105

	Others
	93
	81
	82
	75
	78
	103
	104

	Total 
	2856
	2951
	3165
	3433
	3724
	4145
	4487

	Growth over pre year
	3.33%
	7.23%
	8.48%
	8.46%
	11.29%
	8.25%

	CAGR
	
	
	
	
	
	7.73%
	


The overall growth of sales for 2007-08 is projected at 8.25% resulting in total sales of 4487 MU.

The category wise sales projections for the year 2007-08 are discussed below.

6.2.2.1
Residential (RGP) 

This category is applicable to the services for Residential Premises. 

The CAGR in sales for this category for the last 5 years has been 6.50% and the YOY growth for the year 2006-07 has been 8.37%. Considering the growth over the last six years, 7% growth is projected by TPL for this category during 2007-08 and is considered to be realistic.

The Commission approves sales of Residential (RGP) category at 1307 MU for the year 2007-08, a growth of 7% over 2006-07 as projected by TPL. 

 6.2.2.2 Commercial 

This category is applicable to the services for lights, fans, other appliances and small motors not exceeding 2 HP in Commercial Premises, which are not covered in residential and general.

The CAGR in sales for this category over the last 5 years has been 9.82% and YOY growth for the year 2006-07 has been 11.40%. Considering the growth over the last six years, a growth rate of 10% for this category is projected by TPL for the year 2007-08 over 2006-07 and is considered to be realistic.

The Commission approves sales of commercial category at 637 MU, a growth of 10% over 2006-07, as projected by TPL.

6.2.2.3 LTP 

This category is applicable for LT industrial loads for aggregate contracted motive power not exceeding 50 BHP.

The growth in sales for this category has been erratic varying between (-) 18% and (+) 8% because of shift in consumers from LTP tariff category to LTMD tariff, a new category introduced six years ago. However the growth in 2006-07 over 2005-06 is about 8%. Considering the growth and shift of consumers from LTP to LTMD, the projected 5% growth rate for 2007-08 over 2006-07 for this category is considered to be realistic.

The Commission approves the sale of LTP category at 262 MU for the year 2007-08, a growth of 5% over the year 2006-07, as projected by TPL.  

6.2.2.4 LTMD

This category is optionally available to industrial consumers using electricity for motive power services with contracted load upto 50 HP and having minimum contract demand of 20 KVA and compulsory for contracted load above 50 HP to 125 HP.

The CAGR in sales for this category in the last 5 years has been 12.76% and the YOY growth for the year 2006-07 has been 5.7%. TPL stated that the phenomenally high growth of last two years was because of (1) the overall improved economy of the city (2) a special drive undertaken to identify customers under LTP tariff category using unauthorized load qualifying for being billed at LTMD tariff category.

The lower growth in 2006-07 is due to taking over 17 Nagarapalikas by Ahmedabad Municipal Corporation resulting in a shift of sale from LTMD category to AMC LT tariff category. The demand for pumping load is estimated to reduce due to possibility of availability of the Narmada water in AUDA area. In the light of the above, the growth of LTMD sales for the year 2007-08 is projected at 7.9% and it is considered realistic in view of the reasons given.

In the light of the reasons given by the TPL, the Commission approves the sales of LTMD category at 782 MU as projected.

6.2.2.5 HTMD (HTP – I)

This category is applicable for supply of energy at 3.3 kV and above, for industrial purpose contracting for demand of 100 kVA or more.

The YOY growth in this category has varied from 3.92% to 18.76% in last five years. The CAGR has been 10.72%. The high growth of 18.76% during 2006-07 over 2005-06 is attributed to the boom in textile and process industry due to the expiry of quota regime, increase in scale of operations by process house industries and migrating of HT customers operating their own captive plants back to TPL because of hike in fuel prices. TPL submitted that the same growth rate is not expected in 2007-08, since the expansion of the process houses / textile industries and the migration of CPP customers to TPL have attained saturation. Any how, as the city of Ahmedabad is in the transitional phase of becoming a Mega city and many concentrated loads in big shopping malls and commercial complexes are expected within next couple of years, there will be positive impact on growth in this category. Due to these reasons, it is expected by TPL that the growth rate of 10% in this category is in line with the CAGR growth of 10.72% for the last 5 years and against YOY of 18.76% for 2006-07 over 2005-06. This is considered reasonable in view of what has been stated above.

The Commission agrees with the reasoning of TPL and approves the sales in HTMD category at 1290 MU, as projected by TPL.  

6.2.2.6 HTP – Pumping

This category is applicable for supply of energy at 3.3 kV and above for water works, pumping and similar activities contracting for demand of 100 kVA or more.

There is fall in sales of this category (CAGR (–) 4.25%) for the last 5 years from 2001-02. TPL attributed this to the availability of RASKA water. However, the growth in the year 2006-07 over the year 2005-06 is expected to be 6%. TPL projected 6% growth for this category during 2007-08 over 2006-07 considering the availability of the Narmada water.  This projection is reasonable.

The Commission approves the sales of HTP – Pumping category at 105 MU for the year 2007-08, as projected by TPL. 

6.2.2.7 Others 

AMC & Street lights, Agriculture, GLP (for general loads like cremation grounds, charitable institutions etc) and Temporary and DOE services are grouped together by TPL as others.

TPL estimated growth of 10% for AMC and Street lights category for 2007-08 over 2006-07, due to development of city and widening of roads and bridges in Ahmedabad Mega city. Marginal increase in sales of 1 MU is projected in GLP category, and the sales for the year 2007-08 for agriculture and temporary & DOE are projected at the same level as in 2006-07. Thus the total sales are projected at 104 MU against 98 MU for 2006-07, an increase of 6%  and is considered to be reasonable.

The Commission approves the sales for others (AMC & Street lights, Agriculture, GLP and Temporary & DOE service) at 104 MU as projected by TPL.  

6.3
Thus the category / sub category wise sales projected by TPL for Ahmedabad & Gandhinagar area for the year 2007-08 as approved are given in Table – 6.3 below.

Table – 6.3

Category / sub category wise sales approved for 2007-08 for Ahmedabad & Gandhinagar

	Category / sub category 
	Projected by TPL (MU)
	Approved by the Commission (MU)

	Residential 
	1307
	1307

	Commercial 
	637
	637

	LTP – I
	56
	56

	LTP – II
	206
	206

	LTMD – I
	103
	103

	LTMD – Ii
	679
	679

	HTP – I
	1290
	1290

	HTP – Pumping 
	105
	105

	Agriculture 
	9
	9

	GLP
	7
	7

	Temporary & DOE
	10
	10

	AMC & SL
	78
	78

	Total 
	4487
	4487


6.4
SURAT – CATEGORY-WISE CONSUMERS

TPL serves about 5 lakh consumers in the city of Surat. These consumers are broadly categorized as follows:

· Residential 
· Commercial 
· LTP
· LTMD
· HTMD (HTMD – I and HTMD – II)
· GLP
· Temporary
· Agriculture 
The categorization is similar to Ahmedabad.

The company serves the consumers at different voltages at which the consumers avail the supply.

6.4.1
Overall approach to sales projections

TPL has stated that it considered the historical trends and the expected development plans in the license area of Surat for the purpose of projections for the year 2007-08. The industrial consumption consisting of textile and diamond and allied industries account for about 70% of the total electricity sold and the growth in commercial and residential segments is generally commensurate with industrial growth.

6.4.2
Consumers

TPL has furnished the past trends in category wise consumers since 2003-04 and projections for 2007-08 as given in Table – 6.4 below.

Table – 6.4


Category wise consumers in Surat area – Submission by TPL

	Particulars 
	2003-04
	2004-05
	2005-06
	2006-07


	2007-08

(Projections)

	Residential 
	288278
	321484
	335246
	349494
	371163

	Commercial 
	126488
	131061
	145838
	153129
	160020

	LTP 
	51392
	52261
	53927
	54466
	56100

	LTMD 
	525
	642
	777
	917
	1054

	HTMD
	134
	142
	144
	146
	147

	GLP
	1203
	1512
	314
	323
	333

	Temp 
	441
	447
	1492
	1522
	1552

	Agriculture
	282
	300
	404
	412
	420

	Total 
	468743
	507859
	538142
	560409
	590790



Energy sales

TPL has furnished the past trends in category wise sales since 2001-02 and the projections for 2007-08 as given in Table – 6.5 below.

Table – 6.5

Category wise sales since 2001-02 in Surat area and projections for 2007-08  – Submission by TPL

(MUs)

	Category 
	2001-02
	2002-03
	2003-04
	2004-05
	2005-06
	2006-07


	2007-08

(Projections)

	Residential 
	338
	363
	388
	408
	455
	480
	518

	Commercial 
	231
	275
	293
	322
	355
	374
	410

	LTP
	956
	1263
	1290
	1449
	1500
	1497
	1555

	LTMD
	54
	75
	100
	122
	150
	168
	199

	HTMD
	189
	199
	194
	212
	218
	204
	217

	GLP
	15
	16
	17
	18
	18
	20
	20

	Temporary
	3
	3
	4
	4
	4
	4
	3

	Agriculture 
	1
	1
	1
	1
	1
	1
	1

	Total 
	1787
	2195
	2286
	2535
	2701
	2747
	2923

	Growth over pre year
	22.84%
	4.15%
	10.91%
	6.54%
	1.92%
	

	CAGR – 5 years
	
	
	
	
	5.83%
	


The growth for 2006-07 (1.92%) of total sales is reported to be exceptionally low, due to impact of unprecedented floods in the city of Surat. The overall growth of sales for the year 2007-08 is projected at 6.18% resulting in total sales of 2923 MU. 

The category wise sales projections are discussed below.

6.4.2.1 Residential 

The CAGR in sales in this category over the period 2002-03 to 2006-07 has been 7.38%. The YOY growth of the year 2006-07 has been 6.06%. TPL’s projection of the growth for the year 2007-08, in line with the CAGR of 7.38%, is considered reasonable.

The Commission approves the sales for the year 2007-08, for the residential category of Surat area at 518 MU, a growth of about 7.38% over the year 2006-07, as projected by TPL. 

6.4.2.2 Commercial 

The CAGR in this category over the period 2002-03 to 2006-07 has been 8.29%. The YOY growth of the year 2006-07 has been 6.58%. TPL projected the sales of this category for the year 2007-08 at a growth rate of 8.29%, which being in line with CAGR, is considered realistic.

The Commission approves the sale for commercial category of Surat at 410 MU, as projected by TPL.

6.4.2.3 LTP 

This category has displayed very erratic YOY growth rates varying from (-) 0.58% for 2006-07 to more than 30% in 2002-03. The CAGR in sales over the period 2002-03 to 2006-07 has been 4.25%. TPL’s projection of the sales of this category at a growth rate of 4.25% for the year 2007-08, over the year 2006-07, in line with the CAGR of last 5 years, is considered reasonable.

The Commission approves the sales for LTP category for the year 2007-08 at 1555 MU, a growth rate of 4.25% over the year 2006-07, as projected by TPL.

6.4.2.4 LTMD

The CAGR of this category over the period 2002-03 to 2006-07 has been 21.55%. The growth for the year 2006-07 is 9.1%. TPL projected the sales for this category for the year 2007-08 at a growth of 21.55% over the year 2006-07, in line with the CAGR for the last 5 years. The projection is considered realistic.

The Commission approves the sales for LTMD category for the year 2007-08 at 199 MU, a growth of 21.55% over 2006-07, as projected by TPL. 

6.4.2.5 HTMD 

The CAGR in sales of this category over the period 2002-03 to 2006-07 has been 1.83%, whereas the YOY growth in last 5 years has been (-) 2.23% to (+) 9%. The erratic growth has been due to old textile process houses shifting their process units outside the city owing to pollution norms and higher valuation of lands. The YOY growth for the year 2006-07 has been (-) 2.00%. Since the YOY growth rate has been erratic, a growth of 1.83% for the year 2007-08, is projected in line with the CAGR; and is considered reasonable.

The Commission approves the sales of HTMD category of Surat at 217 MU, a growth of 1.83% over the year 2006-07, as projected by TPL.   

6.4.2.6 GLP

This is a new category (General) introduced in 2002, in compliance to the Commission’s Tariff Order. The CAGR in sales for this category for the period 2002-03 to 2006-07 has been 3.61%, the YOY growth for the year 2006-07 has been 3.64%. TPL projected a growth of 3.61% for the year 2007-08, in line with the CAGR, and it is considered realistic.

The Commission approves sales of GLP category at 20 MU, as projected by TPL.

6.4.2.7 Agriculture

TPL projected the agriculture sales at 3 MU for the year 2007-08, as there is no growth in agricultural consumption over the years.

The Commission approves the agricultural consumption at 3MU, as projected by TPL, as this forms only a miniscule percentage of total sales.

6.4.2.8 Temporary Services

TPL projected 1 MU under this category for the year 2007-08, and is approved by the Commission.

6.5
Thus the category / sub category wise sales projected by TPL for Surat area approved by the Commission are given in Table – 6.6 below.

Table – 6.6

Category / sub category wise sales approved for Surat area for 2007-08

	Category / sub category 
	Projected by TPL (MU)
	Approved by the Commission (MU)

	Residential 
	518
	518

	Commercial 
	410
	410

	LTP
	1555
	1555

	LTMD
	199
	199

	HTP – I
	195
	195

	HTP – II
	22
	22

	GLP
	20
	20

	Temporary
	3
	3

	Agriculture 
	1
	1

	Total 
	2923
	2923


6.6
TOTAL SALES FOR AHMEDABAD & SURAT

The total sales for the year 2007-08, under TPL for Surat and Ahmedabad areas put together is 7410 MU.

6.7
DISTRIBUTION LOSSES

TPL projected distribution losses at 9.26% for the year 2007-08, for Ahmedabad and Surat areas put together. The losses for the year 2005-06 were at 10.28% and for the year 2006-07 at 9.52% a reduction of 0.76%. For the year 2007-08, TPL projected the losses at 9.26% a reduction of 0.26%.

TPL submitted that it adopted a multi pronged strategy to contain and curtail its technical and commercial losses. The various steps which the company took for reduction in technical and commercial losses are listed below:

· Massive vigilance drive

· Slum electrification

· Replacement of closed and nil consumption services

· Mapping of consumers with Distribution transformers for Sale Gap

· Reduction of length of HT feeders

· Reducing the length of LT distributors

· Optimization of distribution transformer sizes

· Relieving over loaded LT distributors

· Revamping and securitisation of service apparatus

· Power factor improvement

· Control of harmonics and phase balancing

In addition to 9.26% of losses in its systems, TPL has projected 8 MU as transmission loss on import from Sugen to Ahmedabad at 4.27%.

Commission’s view

The Commission is appreciative of the various efforts made by TPL for reducing the distribution losses and wishes that  the efforts be continued to reduce the losses further. The losses projected for the year 2007-08, at 9.26% by TPL for Ahmedabad and Surat together is found to be reasonable and there is scope of further reduction.

The Commission approves the T&D losses for the year 2007-08 at 9.26% as projected by TPL.

6.7.1
Transmission Loss

The transmission loss of 8 MU, projected as Transmission losses on import from “Sugen” to Ahmedabad is approved as entire generation of “Sugen” during Feb-March 08 cannot be consumed in Surat itself.

6.8
ENERGY REQUIREMENT

The energy requirement is the sum of energy sales and T&D loss in the system. The energy requirement projected by TPL and approved by the Commission is given in Table – 6.7 below:

Table – 6.7

Energy requirement proposed by TPL and approved by the 

Commission for 2007-08

	S.N
	Particulars 
	Projected by TPL and approved by the Commission

	1
	Sales in Ahmedabad License are (MU)
	4487

	2
	Sales in Surat areas (MU)
	2923

	3
	Total sales (1+2) (MU)
	7410

	4
	Distribution losses (%)
	9.26

	5
	Distribution losses (MU)
	757

	6
	Transmission losses on import from Sugen (at 4.27%) (MU)
	8

	7
	Total energy requirement (3+5+6) (MU)
	8175


The requirement of 8175 MU has to be met from TPL’s own generation and purchases from other sources.

6.9
TPL – OWN GENERATION

TPL has existing generation capacity of 500 MW at Ahmedabad, which consists of 400 MW coal based thermal power plant at Sabarmati and 100 MW Combined Cycle Gas based plant at Vatva.

TPL is also in the process of establishing a 1130 mW Combined Cycle Power Plant at village, Akhakhol, Dist. Surat, Gujarat.

The details of each generating station, commercial operation date (COD) of each generating unit and age of each unit are given in Table – 6.8 below.

Generating Stations and their performance

6.9.1
Generating Stations of TPL

Table – 6.8

Capacity, COD and age of TPL Generating Stations

	S.N
	Name of the station
	Details of units
	Capacity MW
	Year of COD
	Age/

years

	
	Sabarmati Thermal Power Station 

(Coal based)
	
	
	

	1
	
	C Station
	2X 30MW=

60 MW
	1997*
	10

	2
	
	D Station
	1X120MW
	1978/2004**
	29

	3
	
	E Station
	1X110MW
	1984
	23

	4
	
	F Station 
	1X110MW
	1988
	19

	
	Vatva duel fuel combined cycle power plant
	
	
	

	1
	
	Gas turbine
	2X32.5 MW
	1990 & 1991
	16 

	2
	
	Steam turbine
	1X35 MW
	1991
	16 


	
	Sugen Combined Cycle Power Plant
	
	

	1
	
	1st Power Block
	376 MW
	Expected to be commissioned on 1st December 2007

	2
	
	2nd Power Block
	376 MW
	Expected to be commissioned on 1st February 2008

	3
	
	3rd Power Block
	376 MW
	Expected to be commissioned during 2008-09


 * year of turbine retrofitting

** updating of the capacity.

6.9.2
Projected Performance Parameters

TPL projected the performance parameters and costs for the generating stations for the year 2007-08 and sought approval of the Commission, and these are discussed below in this chapter.

6.9.3
Performance of generating stations – TPL’s projections and Commission’s analysis and decisions

TPL has furnished the actual performance of the stations for the years 2005-06 and 2006-07 and the projected performance for the year 2007-08 for various generating stations.

The performance of the stations is discussed below.

6.9.3.1 Plant Load Factor

TPL has submitted the plant load factor for all the stations actuals for the years 2005-06 and 2006-07 and the projections for 2007-08, as given in Table-6.9 below.

Table – 6.9 

Plant Load Factor (PLF) (%) – TPL submission

	S.N
	Station 


	2005-06

(actual) (%)
	2006-07

(actual) (%) 
	2007-08

(Projections)(%)

	          Sabarmati 

	1
	C Station
	92.00
	93.00
	90.00

	2
	D Station
	94.00
	91.64
	92.00

	3
	E Station 
	82.60
	96.70
	90.00

	4
	F Station
	94.57
	92.96
	93.00

	
	Total Sabarmati station
	90.99
	92.76
	91.42

	5
	Vatva CCPP
	81.76
	73.61
	65.00


TPL projected a PLF of 91.42% for Sabarmati Station, all units put together. The PLF during the years 2005-06 and 2006-07 also is mostly above 90%. In the case of Vatva CCPP station, TPL projected the PLF at 65% for the year 2007-08 against about 82% for 2005-06 and 74% for the year 2006-07. It has attributed the projected lower PLF for 2007-08, to availability of gas at only 80% of contracted quantity as adequate gas is not available.

Commission’s view

 The PLF of Sabarmati station is consistently high and the projection of 91.42% for 2007-08 is considered reasonable.

The PLF of Vatva CCPP was earlier in the order of 85 to 90%. PLF of 65% projected for 2007-08 is considered reasonable, in view of the reasons mentioned by TPL i.e non-availability of adequate quantity of gas.  However TPL should make effort to secure maximum gas supplies

The Commission approves the PLF of various units of the thermal stations as given in Table-6.10 below.

Table – 6.10

Plant Load Factor approved by the Commission (%) for 2007-08

	S.N
	Station 
	PLF projected byTPL (%)
	Approved by the Commission (%)

	Sabarmati

	1
	C Station
	90.00
	90.00

	2
	D Station
	92.00
	92.00

	3
	E Station 
	90.00
	90.00

	4
	F Station
	93.00
	93.00

	5
	Vatva CCPP
	65.00
	65.00


6.9.3.2
Auxiliary Consumption

TPL has submitted the auxiliary consumption, actuals for 2005-06 and 2006-07 and projections for 2007-08 as given in Table-6.11 below.

Table-6.11

Auxiliary consumption (%) – Submission by TPL

	S.N
	Station 


	2005-06

(actual) (%)
	2006-07

(actual) (%) 
	2007-08

(Projections)(%)

	          Sabarmati 

	1
	C Station
	8.94
	9.35
	9.76

	2
	D Station
	8.98
	8.95
	9.11

	3
	E Station 
	8.98
	8.95
	9.11

	4
	F Station
	8.98
	8.95
	9.11

	
	Total Sabarmati station
	8.97
	9.01
	9.21

	5
	Vatva Gas CCPP
	2.66
	2.79
	2.60

	6
	Sugen CCPP
	-
	-
	3.00


TPL submitted that it has taken many steps to keep the auxiliary consumption at minimum level.

Commission’s view

Commission, in its Regulations, has specified auxiliary consumption of 9% for coal based thermal stations of 200 MW series with cooling towers and 8.5% for those without cooling towers.

For units smaller than 210 MW, the Commission may specify auxiliary consumption separately based on past performance etc. For gas based station, it is 1% for open cycle and 3% for combined cycle.

The Commission considers auxiliary consumption of 9.35% for C Station as reasonable based on previous performance, capacity of units and vintage. For all the other coal based stations 9% auxiliary consumption is reasonable based on the past performance. For Vatva gas station and Sugen CCPP however, the auxiliary consumption, as projected by TPL is accepted.

As explained above, the auxiliary consumption is approved by the Commission for various stations as in Table – 6.12  below:

Table – 6.12

Auxiliary Consumption (%) – Approved by the Commission for 2007-08

	S.N
	Station 


	Projected by TPL
	Approved by Commission

	Sabarmati 

	1
	C Station
	9.76
	9.35

	2
	D Station
	9.11
	9.00

	3
	E Station 
	9.11
	9.00

	4
	F Station
	9.11
	9.00

	
	Total Sabarmati station
	9.21
	9.02

	5
	Vatva Gas CCPP
	2.60
	2.60

	6
	Sugen CCPP
	3.00
	3.00


6.9.3.3
Station Heat Rate

TPL submitted the actual station heat rates for the years 2005-06 and 2006-07 and projections for the year 2007-08 as given in Table-6.13 below:

Table-6.13

Station Heat Rates – Submitted by TPL

	S.N
	Station 


	2005-06

(actual) (%)
	2006-07

(actual) (%) 
	2007-08

(Projections)(%)

	Sabarmati 

	1
	C Station
	3667
	3836
	3735

	2
	D Station
	2529
	2647
	2565

	3
	E Station 
	2657
	2788
	2675

	4
	F Station
	2632
	2749
	2715

	
	Total Sabarmati station
	2764
	2892
	2810

	5
	Vatva Gas CCPP
	1963
	2031
	2050

	6
	Sugen CCPP
	-
	-
	1850


TPL submitted that the company has historically maintained a station heat rate which is very efficient in comparison to similar category, age and size of generating units, due to the continuous endeavor for achieving the highest level of efficiency in operation and by adopting plant excellent maintenance practices. The overall heat rate of the thermal plants is continuously deteriorating due to aging of the plants and inconsistency in quality of fuel. TPL also submits that the efficiency of the gas station is affected as the availability of gas is expected only at 80% of the total requirement.

Commission’s view

Sabarmati C Station consists of 2X30 MW units and it is 10 years since the station has undergone a renovation programme during the year 1997-98. The Heat rate for this station has been consistently high at 3969 to 3667 Kcal/kWh since 1999-2000. It was much higher (about 5000 Kcal/kWh) in the years before renovation. The design heat rate of this station is 2702 Kcal/kWh and according to CEA guidelines, for small sized coal fired units (upto 100 MW), the recommended norm of heat rate is to be adopted at 110% of their designed heat rate in which case the heat rate for these units shall be 2972 Kcal/kWh with PLF of more than 80%. For the units which are already having a higher heat rate, adoption of existing average heat rate, with a time frame of 3-5 years for remedial measures to achieve the 110% design heat rate is recommended. Hence, the projected heat rate of 3735 Kcal/kWh is approved for 2007-08, with a direction, that it shall be reduced to normative heat rate of 2972 Kcal/kWh, within the next 5 years.

Sabarmati D, E and F stations have 120, 110 and 110 MW units respectively. Design heat rates for these units are 2504, 2537 and 2537 Kcal/kWh respectively. The allowable heat rates, according to CEA guidelines for those stations (less than 200 MW), is 110% of design heat rates provided the PLF is above 80%. With this norm, heat rates work out to 2754, 2791 and 2791 Kcal/kWh for D, E and F stations respectively. The heat rates projected by TPL for these stations at 2565, 2675 and 2715 Kcal/kWh, are within the norms. The Commission therefore, approves the heat rates, as projected by TPL for Sabarmati D, E and F stations also.

For Vatva CCPP station, the designed heat rate is 1910 Kcal/kWh and the average heat rate obtained for the earlier 3 years is about 2058. The heat rate of 2050 Kcal/kWh projected by TPL for the year 2007-08 considered to be reasonable and hence approved by the Commission as the plant will be operating at a lower capacity due to gas supply being 80% of required quantity.

For Sugen CCPP, which is to be commissioned during 2007-08, the heat rate of 1850 Kcal/kWh as projected by TPL is approved.

Power plant wise actual performance data, in respect of the technical parameters like: Station Heat Rate (SHR), PLF, Auxiliary Consumption, etc. was obtained from the Petitioner for last five years viz. 2002-03 to 2006-07. (Table 6.14)

Table 6.14

Auxiliary Consumption, PLF and Station Heat Rate – Submitted by TPL
	Particulars
	2002-03
	2003-04
	2004-05
	2005-06
	2006-07

	
	Actual
	Actual
	Actual
	Actual
	Actual

	Auxiliary Consumption - %

	C
	8.47
	8.18
	8.41
	8.94
	9.50

	D
	8.91
	9.25
	9.00
	8.98
	8.86

	E
	8.91
	9.25
	9.00
	8.98
	8.86

	F
	8.91
	9.25
	9.00
	8.98
	8.86

	G (Vatva)
	3.42
	2.84%
	2.45
	2.66
	2.85

	Plant Load Factor (PLF) -%

	C
	83.5
	89.8
	85.1
	92.00
	93.64

	D
	85.9
	69.5
	85.9
	94.00
	92.18

	E
	88.9
	91.4
	86.7
	82.60
	96.30

	F
	86.9
	95.0
	88.3
	94.57
	90.02

	G (Vatva)
	23.8
	0.7
	63.6
	81.76
	68.30

	Station Heat Rate (SHR)

	C
	3795
	3571
	3630
	3667
	3808

	D
	2682
	2616
	2527
	2529
	2629

	E
	2657
	2598
	2603
	2657
	2770

	F
	2646
	2571
	2576
	2632
	2732

	G (Vatva)
	2052
	2162
	1961
	1963
	2024


The SHR proposed for the year 2007- 08, being lower than the values actually achieved during the year 2006-07, are accepted for the year 2007-08 only. 

In respect of the future following observations are made:

In respect of SHR, it is noted that according to the CEA’s report in addition to age it depends upon the technical parameters like type of technology, fuel used and performance parameters like: PLF, Auxiliary consumption etc. However, the five years actual data and the proposed figures of SHR for 2007-08 do not co-relate with other technical parameters according to the CEA report.

· Sabarmati C Station consists of 2X30 MW units. Ever-since the station has undergone a major renovation programme during the year 1997-98, the Heat rate for this station has been in the range of 3571 -3636 Kcal/kWh during the years 2002-07.

· Sabarmati D, E and F stations – The following table shows the installed capacity of D, E and F stations, the proposed PLF for 2007-08 and the lowest SHR achieved at that proposed PLF during the years 2002-07.

	Station
	Capacity (MW)
	Designed Heat Rate
	PLF Proposed for 2007-08 (%)
	Lowest Station Heat Rate achieved during the years 2002-07

	D
	120
	2504
	92
	2529

	E
	110
	2537
	90
	2598

	F
	110
	2537
	93
	2600


· For Vatva CCPP station, the designed heat rate is 1910 Kcal/kWh and the average heat rate obtained in the years 2002-07 is about 1961 at a PLF of 63.6%. 

Therefore, with a view to establish exact co-relation of SHR with age size, technology, PLF, type and quality of fuel, Commission proposes to get a study conducted to assess the normative value of SHR, through Consultant like CEA. The study will cover old thermal units of less than 200 MW capacities in operation in Gujarat.

6.9.3.4    Specific Oil Consumption 

TPL submitted specific oil consumption for all the coal based stations put together as follows for the years 2005-06, 2006-07 and 2007-08 as given below.

Specific Oil Consumption (mg/kWh) – TPL submission

	Station
	2005-06 (Actuals)
	2006-07 

(actual)
	2007-08 

(Projected)

	Sabarmati C, D, 

E & F Stations 
	1.17 mg/kWh
	1.47 mg/kWh
	1.45 mg/kWh


Commission’s view

The specific oil consumption, according to the norms of the Commission is 2 ml/kWh (i.e) 2.08 mg/kWh. The specific oil consumption projected by TPL for the year 2007-08 is well within the norm specified by the Commission. The specific oil consumption of 1.45 mg/kWh is approved by the Commission for the year 2007-08 as projected by TPL.

6.10
FUEL COSTS

6.10.1
Gross Generation

Based on the capacity of the station, approved PLF (Table – 6.10), the energy that could be generated by each station is as given in Table – 6.15 below.

Table – 6.15

Gross generation – 2007-08 (Approved by the Commission)

	S.N
	Station 


	Capacity (MW)
	PLF (%)
	Gross generation (MU)

	          Sabarmati 

	1
	C Station
	60
	90
	474

	2
	D Station
	120
	92
	970

	3
	E Station 
	110
	90
	870

	4
	F Station
	110
	93
	899

	
	Total Sabarmati station
	400
	
	3212

	5
	Vatva Gas CCPP
	100
	65.06
	571

	6
	Sugen CCPP
	376 + 376
	-
	1226*


 
* As projected by TPL in line with the commissioning programme of the units.

6.10.2
Net Generation 

Considering the approved auxiliary consumption for each of the generating stations (Table – 6.12), the net generation from each station of TPL is given in Table – 6.16 below.

Table – 6.16

Net generation (2007-08)

(MU)

	S.N
	Station 
	As projected by TPL
	As approved by the Commission

	
	
	Gross generation
	Aux. Cons.
	Net generation
	Gross generation
	Aux. Cons.
	Net generation

	Sabarmati 

	1
	C Station
	474
	46
	428
	474
	44
	430

	2
	D Station
	970
	88
	882
	970
	87
	883

	3
	E Station 
	870
	79
	791
	870
	78
	792

	4
	F Station
	899
	82
	817
	899
	81
	818

	
	Total Sabarmati station
	3212
	292
	2918
	3212
	290
	2923

	5
	Vatva Gas CCPP
	571
	15
	556
	571
	15
	556

	6
	Sugen CCPP
	1226
	37
	1189
	1226
	37
	1189

	7
	Total 
	5009
	344
	4663
	5009
	342
	4668


6.10.3
Fuel Supply

The Sabarmati C, D, E and F stations are run on coal and Vatva CCPP, and Sugen CCPP are run on gas.

Coal 

TPL obtains coal from South Eastern Coal Fields. Coal is also imported (about 30%) to supplement the coal from indigenous sources. A mix of indigenous mine coal and imported coal is being used.

The ratio of indigenous and imported coal used for the years 2005-06, 2006-07 and that projected for the year 2007-08 shown below are as furnished by TPL.

	Coal 
	Ratio

	2005-06
	68:32

	2006-07
	72:28

	2007-08
	61:39 (Projected)


6.10.4
Transit loss of coal

TPL has indicated the Transit Loss of coal as 3.88% for 2005-06 and as 1.95% for 2006-07 and projected the loss as 2.58% for the year 2007-08. It has reported a loss of 3.50% for indigenous coal and 0.50% for imported coal. TPL justified the high transit loss as due to long distance transport of indigenous coal and due to windage, seepage, evaporation and other natural factors.

Commission’s view

The Commission have specified in the tariff regulations, transit loss of coal in transport as below:

· Pit head stations – 0.3%

· Non-Pit head stations – 0.8%

Transit loss is applicable only for indigenous coal.

Though, regulations specify the transit loss at 0.8% for Non-Pit head stations, in view of the long distance involved and other constraints, the Commission approves the transit loss for the indigenous coal at 1.4% as was allowed for the Gandhinagar Station of GSECL, which also obtains coal from the same source. This was also upheld by the Hon’ble Appellate Tribunal for Electricity in the order 129 of 2006 dated 29/11/2006. No transit loss, however is allowed for the Imported coal.

6.11
FUEL REQUIREMENT AND FUEL COSTS

Fuels for generation stations of TPL include

· Coal

· Gas

· Secondary fuel oil

6.11.1
Coal

As mentioned earlier TPL obtains indigenous coal from South Eastern Coal Fields and also imports some coal. A mix of indigenous and imported coal is used for the Sabarmati Thermal Stations.

6.11.1.1 Assessment of fuel required and cost

a) Coal & Secondary fuel (oil)

The consumption of coal and its cost are derived from the following parameters.

· Station heat rate in Kcal/kWh

· Calorific value of coal

· Gross generation

· Specific oil consumption 

· Price of coal

TPL has worked out the fuel requirement and the fuel costs of Sabarmati Stations based on the operating parameters and costs for 2007-08 as detailed in Table 6.17 below.

Table – 6.17

Projected Fuel cost Parameters for 2007-08 by TPL for Sabarmati Stations

	S.N
	Station 
	Gross generation(MU)
	Heat rate Kcal/kwh
	Transit loss %
	Wt. Av. Cal. Of coal Kcal/kg
	Spe.

Cons. Of oil mg/kg
	Wt. Ave cost of indigenous coal * (Rs./mt)
	Wt. Ave cost of imported coal (Rs. Mt)
	Cost of oil (Rs. / MT)
	Calorific value of oil (Kcal/kg.)

	Sabarmati 

	1
	C Station
	474
	3735
	2.58
	5137
	1.45
	2874
	3203
	18519
	9809

	2
	D Station
	970
	2565
	2.58
	5137
	1.45
	2874
	3203
	18519
	9809

	3
	E Station 
	870
	2675
	2.58
	5137
	1.45
	2874
	3203
	18519
	9809

	4
	F Station
	899
	2715
	2.58
	5137
	1.45
	2874
	3203
	18519
	9809



* excluding transit loss of coal


Commission’s view

The weighted average cost of indigenous and imported coal purchased and the weighted average calorific value of the mix of the coal for the year 2006-07 is obtained from TPL and the same is considered to arrive at the fuel cost for the year 2007-08.

As the weighted average cost of coal and the corresponding calorific value during 2006-07 are considered to work out the costs for the year 2007-08, TPL may claim any difference in price of coal during 2007-08 over the price of coal and calorific value now considered through FPPPA charges.

Similarly the weighted average cost of secondary oil / Mt and the corresponding calorific value for the year 2006-07 is considered to work out the costs for the year 2007-08. TPL may claim any difference in price of oil and calorific value over those now considered through FPPPA Charges.

The mix of indigenous and imported coal is considered at 72:28, same as in 2006-07. 

On the above basis the Commission approves the following the fuel cost parameters for the year 2007-08, for the Sabarmati Thermal Stations; as given in Table-6.18 below.

Table – 6.18

Approved Fuel cost parameters for 2007-08 for Sabarmati Stations of TPL

	S.N
	Station 
	Gross generation
	Heat rate Kcal/kwh
	Transit loss %
	Wt. Av. Cal. Value Of coal

Kw/kg
	Spe.

Cons. Of oil

mg/kWh
	Wt. Ave cost of indigenous coal *

Rs/Mt
	Wt. Ave cost of imported coal

Rs/Mt
	Cost of oil (Rs. / MT)
	Calorific value of oil (Kcal/kg.)

	1
	C Station
	474
	3735
	1.4
	5150
	1.45
	2757
	3035
	18053
	9766

	2
	D Station
	970
	2565
	1.4
	5150
	1.45
	2757
	3035
	18053
	9766

	3
	E Station 
	870
	2675
	1.4
	5150
	1.45
	2757
	3035
	18053
	9766

	4
	F Station
	899
	2715
	1.4
	5150
	1.45
	2757
	3035
	18053
	9766


*excluding transit loss of coal.

b) Gas

TPL has worked out the gas requirement and costs for Vatva and Sugen Stations, based on the operating parameters and costs for 2007-08, as projected in Table -6.19  below.

Table – 6.19

Projected Fuel cost parameters for 2007-08 by TPL for 

Vatva and Sugen gas stations

	S.N
	Station 


	Gross generation
	Heat 

rate
	Wt. Ave calorific value of gas 

Kcal/SCM
	Wt. Av. Cost of gas

	1
	Vatva 
	571
	2050
	8350
	Rs. 8.940/

SCM

	2
	Sugen 
	1226
	1850
	-
	Rs 264.36/ *MMBTU



* As the price shown for MMBTU, there is no need to benchmark calorific value.

Commission’s view

For Vatva station, the weighted average cost of gas / SCM and the corresponding calorific value are obtained for the year 2006-07 from TPL and are considered to arrive at the cost of gas for Vatva station for the year 2007-08.

For Sugen station, however, the cost is considered as projected by the TPL for the year 2007-08.

TPL may adjust any difference in price of gas and calorific value over those now considered, through FPPPA charges.

Thus the fuel cost parameters approved by the Commission for the year 2007-08, for Vatva and Sugen stations are as given in Table-6.20 below

Table-6.20

Approved Fuel cost parameters for 2007-08 for Vatva and Sugen Stations

	S.N
	Station 


	Gross

generation
	Heat 

rate
	Wt. Ave calorific value of gas 

Kcal/SCM
	Wt. Av. Cost 

of gas

	1
	Vatva 
	571
	2050
	8305
	Rs. 8.095 / SCM or Rs.243.66/ MMBTU

	2
	Sugen 
	1226
	1850
	-
	Rs 264.36/

MMBTU


6.12
FUEL COST

Based on the generation, other operational parameters and fuel cost parameters approved by the Commission above, the station wise fuel costs (variable costs) are summarized in Table-6.21 below. The detailed working of costs is given in Annexures 2-7.

Table – 6.21

Station wise Fuel / variable costs (2007-08)

	S.N
	STATION
	Gross generation (MU)
	Net generation (MU)
	Total fuel cost 

Rs. Lakhs
	Fuel cost 

Rs. /kWh

(Gross)
	Fuel cost 
Rs. / kWh

(Net)

	1
	C
	474
	430
	9929
	2.09
	2.31

	
	D
	970
	883
	14009
	1.44
	1.59

	
	E
	870
	792
	13097
	1.51
	1.65

	
	F 
	899
	818
	13734
	1.53
	1.68

	
	Total Sabarmati
	3213
	2923
	50769
	1.58
	1.74

	
	Vatva
	571
	556
	11410
	2.00
	2.05

	
	Sugen
	1226
	1189
	23978
	1.96
	2.02

	
	Total (TPL)
	5009
	4668
	86157
	1.72
	1.85


6.12.1
The station wise fuel cost projected  by TPL (according to the parameters projected by them) and as approved by the Commission for the year 2007-08 is given in Table – 6.22 below:

Table – 6.22

Fuel cost projected by TPL and approved by the Commission for 2007-08

	S.N
	Station 
	As projected by TPL
	As approved by the Commission

	
	
	Net generation (MU)
	Total fuel cost 

(Rs. lakhs)
	Fuel cost

(Rs. kWh) (Net)
	Net generation (MU)
	Total fuel cost 

(Rs. lakhs)
	Fuel cost

(Rs. kWh) (Net)

	Sabarmati 

	1
	C Station
	428
	10522
	2.46
	430
	9929
	2.31

	2
	D Station
	882
	14841
	1.68
	883
	14009
	1.59

	3
	E Station 
	791
	13875
	1.75
	792
	13097
	1.65

	4
	F Station
	817
	14550
	1.78
	818
	13734
	1.68

	
	Total Sabarmati station
	2918
	53788
	1.84
	2923
	50769
	1.74

	5
	Vatva Gas CCPP
	556
	12533
	2.25
	556
	11410
	2.05

	6
	Sugen CCPP
	1189
	23978
	2.04
	1189
	23978
	2.02

	7
	Total 
	4663
	90299
	1.94
	4668
	86157
	1.85


The Commission approves the total fuel cost for all the generating stations owned by TPL for the year 2007-08 at Rs. 86157 lakhs for a net generation of 4668 MU against Rs. 90229 lakhs projected by TPL for a net generation of 4663 MU. (Though TPL projected the total fuel costs at Rs. 90562 lakhs, it works out to Rs. 90229 lakhs according to the parameters projected by them).

Sugen CCPP : Prior to 1st April 2005, TPGL, TPAL & TPSL were three different entities. While first was a generation company and other two were distribution licensees. TPGL has the status of MEGA power Plant (i.e. supplying power to more than one state. Its generation tariff is therefore to be determined by CERC. PPAs between Distribution licensee and TPGL for the purchase of power were approved by GERC

On 1st April 2005, these three entities have been merged into a new company called Torrent Power Limited (TPL).  SUGEN power plant being a mega power plant, its expenditure on fixed and variable part of generation cost will continue to be regulated according to the applicable notifications / orders which CERC may issue from time to time.

6.13
PURCHASE OF ENERGY

As discussed in para 6.8 the total energy requirement of TPL is 8175 MU. Out of this 4668 MU is met from the own generation of TPL including SUGEN. The balance 3507 MU is to be purchased from outside to meet the gap between the demand and energy available from its own generating stations, TPL procures power from M/S Gujarat Urja Vikas Nigarm Limited (GUVNL). The company has an arrangement with GUVNL for supply of the required power to meet the demand of its consumers. The company has entered into an agreement for supply of power by GUVNL and the same has been approved by the Commission in its order in case No. 832/2004 dated 16/12/2004. TPL and GUVNL entered into a revised agreement (on 10.04.2007). The Commission in its order in Case No.904/2007 approved the Agreement dated 10th April 2007 between GUVNL and TPL for Tariff of TPL’s Ahmedabad-Gandhinagar and Surat Distribution areas.  The effective purchase rate according to this works out to Rs.3.18/kWh for TPL (inclusive of demand charges, excess demand charges, energy charges, TOU charges, incentive and existing FPPPA charges).

Commission’s view

The purchase of power is according to an agreement between TPL and GUVNL approved by the Commission. The Commission approves the rate of Rs. 3.18/kWh for purchase of power. The cost of power purchase of 3507 MU for the year 2007-08 would be Rs. 111523 lakhs at Rs. 3.18 / unit against Rs.109177 lakhs projected by TPL.

Any variation in the power purchase cost during the year 2007-08 could be claimed through FPPPA.


6.14
TRANSMISSION CHARGES

TPL projected Rs. 425 lakhs as Transmission charges, for evacuating power using the GETCO network. It is stated that the transmission charges have been calculated based on existing transmission tariff approved by the Commission.

Commission’s view

The Commission approves the transmission charges of Rs. 425 lakhs as projected by TPL.

6.15
EMPLOYEES COST

The Employee cost comprises salaries, dearness allowance, bonus, terminal benefits in the form of Pension and Gratuity, leave encashment and staff welfare expenses.

The Torrent Power Limited projected the employee cost at Rs. 15053.65 lakhs for the year 2007-08. The TPL explained that the employee cost increases continuously on account of inflation and increase in demand for trained manpower following rapid growth of infrastructure sector. The projected cost has been calculated considering various factors such as productivity norms, past trends, price index variation etc.

The TPL requested the Commission to approve the employee cost at 15053.65 lakhs for the year 2007-08.

Commission’s Analysis

The TPL has not furnished the actuals for the previous years in the petition. The Commission has obtained the details of employee cost from the TPL for the previous years 2004-05, 2005-06 and 2006-07.

The details of employee cost furnished by TPL are given in Table-6.23 below:

Table-6.23

Employee Cost of TPL

(Rs. in lakhs)

	Particulars 
	2004-05

(actual)
	2005-06

(actual)
	2006-07

(actual)
	2007-08 (Projection

	Salary, wages & bonus (Gross)
	16109.83
	15433.69
	15080.00
	16536.59

	Less: Allocated to Maintenance and Repairs and Capital Expenditure 
	4499.89
	4923.36
	5497.00
	4846.45

	Salary, wages and bonus 

(Net allocation)
	11609.94
	10510.33
	9583.00
	11690.14

	Staff welfare
	606.32
	628.26
	955.00
	893.01

	Leave encashment 
	1839.07
	1436.48
	1020.00
	1200.00

	Gratuity 
	884.89
	709.77
	993.00
	1270.50

	Employee cost 

(Net of capitalization)
	14940.22
	13284.84
	12551.00
	15053.65


The employee cost for 2004-05, 2005-06 and 2006-07 are actuals. The employee cost which was   Rs. 14940 lakhs during 2004-05 came down to Rs. 13284 lakhs during 2005-06 a 11% decrease. The increased cost of employees during 2004-05 is due to wage revision for the employees for the period from 1.10.1992 to 30.09.1997.  A 5% increase for 2007-08 over 2006-07 is considered reasonable towards sanction of normal increment, increase in DA and other allowances. The employee cost for the year 2006-07 is taken as base and the employee cost for 2007-08 is arrived at with 5% increase over 2006-07. The employee cost thus works out to Rs.13179 lakhs for the year 2007-08.

The Commission approves the employee cost at Rs. 13179 lakhs as against Rs. 15053.65 lakhs projected by TPL for the year 2007-08.

6.16
ADMINISTRATION & GENERAL EXPENSES

The Torrent Power Limited projected Rs. 9530 lakhs towards Administration and General expenses for the year 2007-08. TPL stated that this expenditure represents cost of general administration such as rent, rates, taxes, legal expenses, professional fees, conveyance and traveling expenses, training expenses, printing and stationery, loss on sale of obsolete items / write off of assets, bill collection charges etc.

TPL did not give any details of these charges and the actuals for the previous years in the petition. Commission obtained the details of these charges component wise including actuals for the last three years. The details are given in Table-6.24 below.

Table-6. 24

Administration and General Expenses as projected by TPL

(Rs. in lakhs)

	Particulars 
	2004-05

(actual)
	2005-06

(actual)
	2006-07

(actual)
	2007-08

(projection)

	Insurance 
	1640.16
	1602.01
	1842.00
	2292.40

	Legal & Professional charges
	2741.33
	122.27
	132.00
	182.58

	Auditor’s Fees
	13.67
	13.70
	22.00
	11.00

	Director Fees
	7.30
	8.50
	10.00
	5.50

	Loss on sale of obsolete assets
	357.42
	502.59
	1123.00
	1296.77

	Misc. Revenue Expenses
	2261.96
	3682.00
	4802.00
	3533.13

	Augmentation charges
	1643.20
	665.56
	24.00
	-

	Printing & Stationery
	210.62
	207.84
	285.00
	232.54

	Loss on sale of Investments
	-
	76.99
	34.00
	33.00

	Rent, Rates & hire charges
	583.14
	557.94
	490.00
	501.29

	Misc. Stores
	269.63
	365.22
	315.00
	375.00

	Bill collection charges
	268.28
	326.57
	388.00
	405.10

	Advertisement and business promotion
	225.81
	404.12
	412.00
	451.48

	Donation 
	263.33
	364.02
	192.00
	210.00

	Total 
	8018.85
	8899.33
	10073.00
	9529.80


Commission’s Analysis

The Commission has examined the components of Administrative and general charges carefully especially with reference to the volume of business handled. These charges increased by 11% in 2005-06 and 13% in 2006-07.  As there is a scope for control over these charges the TPL estimated these expenses at Rs.9529.80 lakhs for the year by reducing the miscellaneous revenue expenses. TPL has included Rs.210 lakhs towards donation charges in the projection for 2007-08.  The donation charge cannot be treated as a legitimate charge of the electricity business. The consumers cannot be saddled with these expenses.

The Commission therefore allows these expenses as detailed in the Table-6.25 given below:

Table-6.25

Administration and General charges projected by TPL and approved by GERC

(Rs. lakhs)

	Particulars 
	FY 2007-08

	
	TPL 

(projected)
	GERC 

(Approved)

	Insurance 
	2292.40
	2292

	Legal & Professional charges
	182.58
	183

	Auditor’s Remuneration
	11.00
	11

	Director Fees
	5.50
	6

	Loss on sale of obsolete assets
	1296.77
	1297

	Misc. Revenue Expenses
	3533.13
	3533

	Printing & Stationery
	232.54
	233

	Loss on sale of Investments
	33.00
	33

	Rent, Rates & Hire charges
	501.29
	501

	Misc. Stores
	375.00
	375

	Bill collection charges
	405.10
	405

	Advertisement and business promotion
	451.48
	451

	Donation 
	210.00
	-

	TOTAL 
	9529.80
	9320


The Commission approves the administration and general charges at Rs. 9320 lakhs against Rs. 9530 lakhs projected by the Torrent Power Limited for the year 2007-08.

6.17
REPAIRS AND MAINTENANCE 

The Torrent Power Limited projected Rs.16684 lakhs towards Repairs and Maintenance charges for the year 2007-08 considering the past trends and anticipated repairs and maintenance activities.

The TPL has stated that the company has to carry out regular repairs and maintenance of its generating plants and distribution network to ensure maximum generation by optimum utilization of generating assets and make available un-interrupted, quality and reliable power to all its consumers. The TPL further stated that the company undertakes preventive maintenance activities for all critical assets in addition to breakdown maintenance.

Commission’s Analysis

The TPL projected a lumpsum amount without furnishing any breakup and the actuals for the previous years in the Petition.

The Commission obtained the details for the year 2007-08 and the details of actuals for the years 2004-05, 2005-06 and 2006-07. The details are given in Table 6.26 below:

Table – 6.26

Repairs and Maintenance charges of TPL

      Rs. lakhs 

	Particulars 
	2004-05

(actual)
	2005-06

(actual)
	2006-07

(actual)
	2007-08

(projection)

	Generation 
	5341
	3414
	5568
	6667

	EHV
	665
	574
	638
	932

	HV
	607
	791
	1428
	1198

	LV
	5168
	7044
	6928
	7186

	Others
	530
	551
	678
	700

	Total 
	12311
	12374
	15240
	16684


The repairs and maintenance charges incurred during the year 2004-05 were Rs. 12311 lakhs and the actuals for 2005-06 were almost at 2004-05 level.  However the actual expenditure towards repairs and maintenance during 2006-07 was Rs.15240 lakhs and the projected expenditure for 2007-08 is higher by 9.47% over 2006-07 actuals.

The TPL maintained that the company operates the generating plants with very high PAF and PLF through preventive maintenance besides up-gradation / modernization of the plants and through significant investments as and when required. TPL narrated that the company regularly incurs capital expenditure for augmentation and up-gradation of distribution assets by way of net work development, reinforcement and modernization including replacement of defective meters etc.  The TPL has explained that the company maintains about 7000 distribution transformers and 150 power transformers and it has about 17500 kms of LT network, 4500 kms HT network of which 95% network is underground. TPL submits that maintenance cost of underground network is substantially higher than the overhead network.  TPL maintains that plant availability in excess of 90% of its generating stations and power reliability in excess of 99% for its distribution network and the load distribution transformers failure (less than 2%) is on account of regular monitoring and maintenance of its assets.

TPL further explained that the company has planned to carry out scheduled maintenance of its Vatva generating station besides routine maintenance of other generating stations during 2007-08.  TPL has submitted that installation condition at consumer premises gets deteriorated over a period of time necessitating proper timely maintenance.  TPL has therefore requested the Commission and allow repairs and maintenance expenses as estimated for 2007-08.

The Commission takes the actual repair and maintenance expenditure of Rs. 15240 lakhs of 2006-07 as base and allows 8% increase for the year 2007-08 which is considered reasonable. This works to Rs.16459 lakhs for the year 2007-08.

The Commission approves the repair and maintenance charges at Rs. 16459 lakhs for the year 2007-08 as against Rs. 16684 lakhs projected by TPL.

6.18
CAPITAL INVESTMENTS

The Torrent Power Limited projected Rs. 49221 lakhs for the year 2007-08 for capital works other than SUGEN project. The function wise details are given in Table-6.27 below:

Table-6.27

Capital Expenditure projected by TPL for 2007-08

(Rs. in lakhs)

	     Capital works
	Ahmedabad area
	Surat area
	Total

	I.   Distribution
	
	
	

	     EHV net work
	8831
	-
	8831

	     HT net work
	7515
	3428
	10943

	     LT net work
	5647
	1303
	6950

	     Meters 
	2822
	2285
	5107

	     IT & others
	2514
	1095
	3609

	     Total distribution
	27328
	8111
	35440

	II. 220 kV Network
	-
	9397
	9397

	III. Renovation and Modernization 
	4384
	-
	4384

	Total
	31712
	17408
	49221


6.18.1
Distribution

The TPL has submitted that the company regularly incurs capital expenditure for augmentation and up-gradation of distribution network and to improve customer services, quality of supply and to reduce distribution losses through network development, reinforcement and modernization including replacement of defective meters etc.

6.8.2
220 kV Network

The TPL has explained that the company is in the process of setting up 220 kV net work which includes 134 kms of over head line, 3 nos. of 220/66 kV Sub Stations and inter connectivities between proposed 220 kV sub station and existing 66kV receiving stations for evacuation of power from SUGEN project. The expenditure planned during 2007-08 is projected at Rs. 9397 lakhs against the aggregate cost of            Rs. 35396 lakhs.

6.18.3
Renovation and Modernization (R&M)

TPL has submitted that despite the relatively old age of its plants, they are operating at the highest possible efficiency on account of upgradations/modernization and significant investments made by the company. The details of renovation / upgradation / modernization activities planned to be carried out at generating units as furnished by TPL are given below.

1. Electro Static Precipitator (ESP) Enhancement ‘C’ & ‘D’ stations 

2. Bowl mills upgradation

3. Dry bottom ash handling system

4. Residuals Life Assessment (RLA) of turbine & boiler maintenance piping critical hanger support and turbine uprating and control and instrumentation upgradation of ‘E’ station. 

5. Bowl mill upgradation – ‘E’ station. 

6. 3rd stage nozzle, 2nd stage bucket, extender wear kit and other component for uprating GT# LGB and accessory gear box coupling.

7. LT breakers, replacement of DLC, technical improvement, automation, improvement of reliability and safety etc.

The estimated expenditure under renovation and modernization is projected at Rs. 4384 lakhs for the year 2007-08 as against the total estimated expenditure of Rs. 19429 lakhs on all the above capital works.

6.18.4
SUGEN project

The capacity of this project is 1130 MW consisting of 3 power blocks of 376 MW each comprising advanced class gas turbine SGT 5/4000 F steam turbine and common generator connected in single shaft configuration along with HRSG. The total estimated cost of the project is Rs. 3096 crore. 

6.18.5  Commission Remarks 

The Commission has asked the TPL to furnish the details of capital expenditure incurred by TPL function wise for the years 2004-05, 2005-06 and 2006-07 for AEC and SEC and SUGEN projects separately. Naturally capital investment is necessary for augmentation of the transmission and distribution network to improve the quality of supply, reliability and reduction of distribution losses further. Renovation and modernization of thermal plant is also necessary to improve and sustain their performance.  The Commission is issuing a directive to TPL to submit cost benefit analysis for capital investment in future.
The Commission has considered the views of objectors and also the replies of the utility. While commenting on investment the objectors have also appreciated the reliability and quality of power supply. The Commission considers that investment are necessary for augmentation of the system to meet the growing demand and also maintain reliable and quality supply to consumers. In regard to comments on Sugen projects, additional generating capacity is very much required to meet the growth in demand.  Sabarmati station cannot meet the demand.  GUVNL also cannot meet the growing demand as the State itself is not able to meet its demand.  Hence State Government insisted that TPL should set up their own generating station to meet the demand.  Gas is locally available fuel and the capacity addition is in the interests of the State.

6.19
INTEREST ON TERM LOANS

The Torrent Power Limited claimed Rs. 8309 lakhs towards interest on term loans for the year 2007-08. The TPL submitted that interest on term loan consists of interest on the existing term loans availed by the company as well as the new term loans planned during the year 2007-08 to meet its capital expenditure requirements. The interest on the additional term loans has been estimated at the prevailing interest rate of 9.5%. The details of loans outstanding, drawal of additional loans planned, the repayment of loan during the year and the interest charges net of capitalization submitted by TPL are given in the Table-6.28 below.

Table-6.28

Term loans and interest for the year 2007-08 projected by TPL

Rs. lakhs

	Sources of Loan
	OB as on 01/04/2007
	Borrowing during 

2007-08
	Repayment during 2007-08
	CB as on 31/03/2008
	Rate of interest

(%)
	Interest net of capitalization

	Term loan IDFC-1
	3105
	-
	3105
	-
	9.31%
	144

	Term loan IDFC-2
	3214
	-
	714
	2500
	8.17%
	233

	Term loan-IDFC-3
	7857
	-
	1429
	6429
	8.23%
	573

	APDRP
	6276
	-
	177
	6098
	9.00%
	559

	Security Deposit
	25177
	1400
	-
	26577
	6.00%
	1578

	Term loan
	17000
	9000
	2429
	23571
	9.50%
	1081

	Term loan (IDFC) 
	151690
	64990
	-
	216680
	9.00%
	3021

	Sub – Debt
	4650
	4650
	-
	9300
	10.25%
	146

	New term loan
	
	20000
	1000
	19000
	9.50%
	974

	Total 
	218969
	100040
	8854
	310155
	
	8309


Commission’s Analysis

The loans outstanding as on 01/04/2007 are given as Rs. 218969 lakhs and TPL proposed to borrow Rs. 100040 lakhs during the year 2007-08. 

The TPL has furnished the capital expenditure for the years 2005-06, 2006-07 and the expenditure proposed for the year 2007-08.

The interest on Term Loans was Rs.4104 lakhs for the year 2005-06 and Rs.3431 lakhs for 2006-07. The interest charges proposed for the year 2007-08 are Rs.8309 lakhs. The increase in interest charges is mainly on account of borrowing for the Sugen project.

The Commission approves the interest on Term loans at Rs.8309 lakhs as projected by TPL for the year 2007.08.

6.20
INTEREST ON WORKING CAPITAL

The Torrent Power Limited projected Rs. 6675 lakhs towards Interest on Working Capital for the year 2007-08. TPL stated that interest on working capital requirements have been calculated on the normative basis as specified by the Commission in its regulation on terms and conditions of Tariff viz. two months coal requirements, one month of gas requirement and O&M expenses, 1% of historical cost as maintenance  spares and two months of receivables. The gas requirement for SUGEN is factored into the working capital after its commissioning.

Initially the TPL did not furnish the details as to how the working capital interest of Rs. 6675 lakhs was arrived at. The Commission obtained these details of working capital requirement for 2007-08. The details are given in Table-6.29 below:

Table – 6.29

         Details of Working Capital and Interest on Working Capital projected by TPL

Rs. lakhs

	Particulars 
	Norms 
	Total Amount 
	Working capital requirement

	Fuel:

Coal

Gas
	2 months

1 month
	54242

36320
	9040

3028

	Others: 
	
	
	

	Maintenance spares
	1% of Hist. Cost
	297896
	2979

	O&M expenses 
	1 month
	41801
	3483

	Receivables
	2 months 
	279579
	46596

	Working capital
	
	
	65126

	Interest on working capital  @ 10.25%
	
	
	6675


 
Commission’s Analysis

The norms for computation of working capital and interest thereon as adopted by TPL are in accordance with the Tariff Regulations approved by the Commission. However the coal and gas requirements and O&M expenses have been reworked by the Commission and accordingly the working capital requirement and the interest permissible there on have undergone a change.

The details of working capital requirement and the interest thereon as  worked out now are given in Table – 6.30  below.

Table – 6.30

The Working Capital Requirement and the Interest thereon approved     

by the Commission

Rs. lakhs

	Particulars 
	Norms 
	Amount 
	Working capital requirement

	Fuel

Coal

Gas
	2 months

1 month
	50769

35394
	8462

2950

	Maintenance spares
	1% of Hist. Cost
	163677
	1637

	O&M expenses 
	1 month
	38958
	3246

	Receivables
	2 months 
	279579
	46596

	Working capital
	
	
	62891

	Interest on working capital @ 10.25%
	
	
	6446


The Commission approves the interest on working capital at Rs. 6446 lakhs against Rs. 6675 lakhs projected by TPL for the year 2007-08.

6.21
DEPRECIATION

The Torrent Power Limited estimated the depreciation charges at Rs. 14974 lakhs for the year 2007-08. TPL stated that depreciation has been calculated for all its assets according to the rates specified by the Central Electricity Regulatory Commission and the depreciation for the SUGEN project is considered on pro-rata basis in line with its expected commissioning schedule. The details furnished by TPL in the Form – D2 are given in Table-6.31 below:

Table – 6.31

Fixed Assets and Depreciation projected by TPL for 2007-08

	
	
	
	
	
	
	
	
	
	
	(Rs. Lakhs)

	Particulars
	Gross Block
	Depreciation
	Net Block

	
	As at the beginning of the Financial Year
	Additions
	Deductions
	As at the end of the Financial Year
	As at the beginning of the Financial Year
	Additions
	Deductions
	As at the end of the Financial Year
	As at the beginning of the Financial Year
	As at the end of the Financial Year

	 Land 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	   Freehold 
	          3,113 
	           229 
	-
	        3,342 
	             -   
	            -   
	         -   
	                 -   
	           3,113 
	       3,342 

	   Leasehold 
	          3,263 
	       1,440 
	-
	        4,703 
	            30 
	           16 
	         -   
	                45 
	           3,234 
	       4,658 

	 Buildings 
	          6,221 
	       2,506 
	-
	        8,727 
	          335 
	        258 
	         -   
	             593 
	           5,886 
	       8,134 

	 Railway Siding 
	                52 
	              -   
	-
	              52 
	              2 
	             1 
	         -   
	                  3 
	                50 
	             49 

	 Hydraulic works 
	                 -   
	              -   
	-
	               -   
	             -   
	            -   
	         -   
	                 -   
	                  -   
	              -   

	 Other Civil Works 
	                 -   
	              -   
	-
	               -   
	             -   
	            -   
	         -   
	                 -   
	                  -   
	              -   

	 Plant & Machinery 
	     163,677 
	   243,952 
	-
	    407,630 
	    11,949 
	   10,623 
	         -   
	        22,573 
	      151,728 
	  385,057 

	 Lines & Cables 
	     117,138 
	     35,088 
	-
	    152,226 
	      5,843 
	     3,650 
	         -   
	          9,493 
	      111,294 
	  142,733 

	 Vehicles 
	             794 
	           121 
	-
	            915 
	          169 
	        118 
	         -   
	             287 
	              625 
	          628 

	 Furniture & Fixtures 
	          2,538 
	           772 
	-
	        3,310 
	          227 
	        167 
	         -   
	             394 
	           2,311 
	       2,916 

	 Office Equipments 
	             972 
	           114 
	-
	        1,086 
	          173 
	        106 
	         -   
	             279 
	              799 
	          807 

	 Intangible Assets 
	             128 
	              -   
	-
	            128 
	            57 
	           35 
	         -   
	                92 
	                71 
	             36 

	 Total 
	     297,896 
	   284,223 
	-
	    582,119 
	    18,784 
	   14,974 
	         -   
	        33,759 
	      279,112 
	  548,360 


Commission’s Analysis

The asset value at the beginning of the FY 2007-08 i.e as on 01/04/2007 is given at Rs. 297896 lakhs and the proposed additions during the year are given at Rs. 284223 lakhs. The proposed additions obviously include the SUGEN project. The first unit (376 MW) of SUGEN project is scheduled to be commissioned in December 2007 and the second unit (376 MW) in February 2008. The total project cost of SUGEN is estimated at Rs.3096 crore including interest during construction.

The Commission asked the TPL to furnish separately the details of asset value and depreciation for the existing generating stations of Sabarmati, Vatva and the transmission and distribution systems and the new project of SUGEN. The TPL has furnished the details of SUGEN project. The total project cost of SUGEN project is Rs. 309600 lakhs. The details are given below:

The Commission has taken the Sugen project cost as furnished by TPL.  However this may undergo change subject to final capital cost that may be approved by the CERC.

Rs. Lakhs

	Land 
	2710

	Plant & Machinery
	200424

	Civil works
	48382

	Construction & Pre commissioning expenses
	16289

	Over heads
	22380

	Interest during construction
	19440

	Total 
	309625


The expenses of construction, overheads and interest during construction are common expenses and these are allocated pro-rata to plant and machinery and civil works for computation of depreciation.

Thus the fixed assets of SUGEN are classified as

Rs. Lakhs

	Land 
	2710

	Plant & Machinery
	247233

	Civil works
	59681

	
	309624


The asset value of SUGEN has been separated from the common assets and the depreciation has been computed applying the CERC approved rates. The first unit of (376 MW) SUGEN is proposed to be commissioned in December 2007 and the second unit (376 MW) in February 2008. Thus the depreciation for first unit is computed for 4 months and for the second unit for 2 months. However for the civil works depreciation is calculated on 90% of the capital cost for 4 months. The depreciation for the entire TPL worked out to Rs. 12819 lakhs on straight line method as given in Table 6.32 below:

The Commission approves the depreciation at Rs. 12819 lakhs as against Rs. 14974 lakhs projected by TPL for the year 2007-08.  

Table – 6.32

Fixed Assets and Depreciation approved by the Commission for 2007-08

	S.N
	Particulars
	Depreciation 
Rate (%)
	Assets
at the beginning
	Depreciation
for the year
	Additions
	Depreciation
	Computed 
for

	1
	Land
	-
	3113
	 
	 
	 
	 

	2
	Leasehold
	-
	3263
	 
	 
	 
	 

	3
	Buildings
	1.8%
	6221
	112
	 
	 
	 

	4
	Railway
	3.6%
	52
	2
	 
	 
	 

	5
	Plant & Machinery
	3.6%
	163677
	5892
	20914
	376
	6 months

	6
	Lines & Cables
	2.57%
	117138
	3010
	35088
	451
	6 months

	7
	Vehicles
	18%
	794
	143
	121
	11
	6 months

	8
	Furniture & Fixtures
	6%
	2538
	152
	772
	23
	6 months

	9
	Office equipment
	6%
	972
	58
	114
	7
	6 months

	10
	Intangible Assets
	 
	128
	35
	 
	
	 

	 
	 
	 
	297896
	9404
	57009
	868
	 


	Fixed Assets and Depreciation of SUGEN for 2007-08


	 
	Land
	 
	
	 
	2710
	 
	 

	 
	Plant & Machinery
	 
	
	 
	
	 
	 

	 
	Unit I
	6%
	
	
	82411
	1483
	4 months

	 
	Unit II
	6%
	
	
	82411
	742
	2 months

	 
	Civil works
	1.80%
	
	
	59681
	322
	4 months

	 
	 
	 
	
	 
	227213
	2547
	 

	Total depreciation Rs.9404+868+2547=12819


6.22
EQUITY AND RETURN ON EQUITY

The Torrent Power Limited claimed Rs. 39021 lakhs as return on equity at 14% on the opening equity and reserves of Rs. 245217 lakhs as on 1.4.2007 and the equity addition of Rs. 67002 lakhs on account of capital expenditure for the year 2007-08.  The details are given in Table 6.33 below.

Table – 6.33

RoE Projected by TPL for 2007-08

	Particulars
	
	Rs. lakhs

	Opening Equity & Reserves
	A
	245217

	Equity addition owing to Capex
	B
	67002

	Closing Equity and Reserves
	C
	312220

	Average Equity
	D= (A+C)/2
	278718

	RoE @ 14% there on.
	
	39021


According to the details furnished by TPL, the equity on 1-4-2005 was Rs. 47245 lakhs and the reserves were Rs. 185203 lakhs.  Thus the total of equity plus reserves was Rs. 232448 lakhs. 

The equity increased by Rs. 5165 lakhs in 2005-06. The total of equity and reserves thus became Rs. 237613 lakhs as on 1.4.2006.  It may be noted that for purposes of calculating return on equity for regulatory purposes, 30% of capital expenditure is treated as equity. Further, for regulatory purposes, the definition of equity would include all net worth deployed in the business of the unit (or enterprise) subject to a ceiling of debt : equity ratio of 70:30.  But in case of existing units, the actual debt-equity ratio (as against the normative debt-equity ratio of 70:30) would have to be used for calculating base for tariff determination. The average equity for an year is calculated as the average between the opening equity (and reserves) and closing equity (and reserves).  Incidentally the meaning of the term ‘equity’ as used in a regulatory context differs from the meaning it carries in an ordinary business context. 

During 2006-07, there was an addition to equity of Rs. 7606 lakhs (which  is 30% of total capital expenditure of that year).  Thus as on 1.4.2007, the total of equity and reserves are shown as Rs. 245219 lakhs.  It is projected that there will be an addition to equity of Rs. 67002 lakhs during 2007-08.This addition is towards 30% of capital expenditure envisaged / planned for execution during the year for augmentation of EHV, HT and LT network in Ahmedabad and Surat areas and on the 1130 MW capacity Sugen project of which 2 units of 376 MW each are scheduled to be commissioned during the year 2007-08. The equity base for tariff determination, thus shown by TPL, is given in the following table: 

Equity and Reserves

(Rs. in lakhs)

	Particulars 
	Equity 
	Reserves 
	Total 

	As on 01/04/2005
	47245
	185203
	232448

	Addition during 2005-06 (Capex)
	5165
	-
	5165

	As on 01/04/2006
	52410
	185203
	237613

	Addition during 2006-07 (Capex)
	7606
	-
	7606

	As on 01/04/2007
	60016
	185203
	245219

	Equity Addition during 2007-08 on account of Capital Expenditure
	67002
	-
	67002

	
	127018
	185203
	312221


As noted earlier, the three companies – TPAEC,TPSEC and TPGL - were merged into the TPL. The TPL has explained that the Board of Directors of Torrent Power AEC Limited, Torrent Power SEC Limited and Torrent Power Generation Limited approved the Scheme of Amalgamation of the respective companies with Torrent Power Limited with effect from 1st April 2005 and the Scheme of Amalgamation was presented to the share holders of these companies for their approval. TPL has further stated that the approval of the Commission was sought for the assignment of license of TPAL and TPSL to TPL vide petition in case No. 881/2006. The TPL mentioned that the Commission has granted approval to the transfer / assignment of license granted to Torrent Power AEC limited and Torrent Power SEC limited so as to incorporate the name of TPL as licensee in place of TPAL and TPSL in the respective licenses. The scheme of arrangement including Amalgamation has been approved by the Hon’ble High Court of Gujarat through its order dated 11th September 2006 and this was filed with the Registrar of Companies on 13th September 2006.

As for inclusion of general reserve for calculation of return, the TPL has explained that TPL has issued shares on amalgamation to the share holders of the transferor companies namely Torrent Power, AEC Limited and Torrent Power SEC Limited and Torrent Power Generation Limited, based on the exchange ratio determined by M/s N.M. Raije & Company, Chartered Accountants and the fairness opinion provided by M/s Ernst & Young on the exchange ratio determined by M/s N.M. Raije & Company. Based on the exchange ratio the total share capital issued by TPL was Rs. 1889.79 crore, TPL has further stated that the company reduced the equity share capital to Rs. 472.45 crores under section 100 and all other applicable provisions of the Companies Act, 1956 for commercial prudence and to maintain and improve the earning per share (EPS) and also to maintain reasonable trading float ensuring better price recovery and ultimately creating a maximum wealth for the stake holders by keeping the equity capital at serviceable level. Consequently the share capital was divided into 47,24,48,308 equity shares of Rs.10/- each aggregating to 472.45 crore. The remaining amount of Rs.1417.34 crore (Rs.1889.79 (-) 472.45) arising on reduction in share capital was included in general reserve along with already accumulated retained earnings. Thus the TPL claimed the resultant amount of Rs.185203 lakhs comprising reduced amount of share capital and retained earnings of TPL are created from shareholders’ funds only and the general reserve is a free reserve and requested the Commission to consider and allow return on its equity including general reserve, while determining the ARR.

Some of the objectors have questioned the ROE claimed by TPL on amalgamation. One objector asserted that the return on equity should be based on real equity and not on post merger. Some others requested the Commission to direct the petitioner to allocate equity utility-wise. They expressed apprehension that there is likelihood of increase in equity and consequently increase on return on equity and tariff. They pointed out that service line contribution cannot form part of equity for calculating return.

Commission’s Analysis

The Commission has carefully examined the whole issue of equity and the rate of return.

Prior to amalgamation of TPAL, TPSL, TPGL and TPL the total equity was Rs. 351.33 crores and the reserves were Rs. 856.08 crore as detailed in Table 6.34 below:

Table – 6.34

Equity and Reserves as on 31/03/2005

            (Rs. in crore)

	Particulars 
	TPAL
	TPSL
	TPGL
	TPL
	Total

	Equity 
	63.27
	9.30
	278.75
	0.01
	351.33

	Reserves and surplus*
	632.46
	223.10
	0.52
	-
	856.08

	Total 
	695.73
	232.40
	279.27
	0.01
	1207.41

	*Details of Reserves & Surplus 
	
	
	
	
	

	Capital Reserve
	265.14
	53.87
	-
	-
	319.01

	General Reserve
	121.22
	98.11
	0.52
	-
	219.85

	Other Reserves
	105.37
	5.92
	-
	-
	111.29

	P&L A/c surplus
	58.25
	32.99
	-
	-
	91.24

	Statutory Reserves:
	
	
	
	
	

	Contingency Reserve
	48.60
	16.84
	-
	-
	65.44

	Development Reserve
	1.47
	4.13
	-
	-
	5.60

	Tariffs & Dividend control Reserve
	0.35
	11.24
	-
	-
	11.59

	Investment Allowance & Reserve
	32.06
	-
	-
	-
	32.06

	
	632.46
	223.10
	0.52
	-
	856.08


Thus the total equity available as on 31/03/2005 with TPAL, TPSL, TPGL, prior to amalgamation was Rs. 351.32 crore and the Reserves and surplus were Rs. 856.08 crore. 

This is the first ARR petition field by TPL after it came into being by virtue of the order of the Hon’ble High Court of Gujarat.  This is also the first ARR Petition submitted by TPL after GERC issued the terms and conditions of Tariff Regulations in 2005. Hitherto the distribution licensees of AEC and SEC were allowed, reasonable return on capital base in accordance with the financial principles laid down in the Sixth Schedule of Electricity (Supply) Act 1948. The Commission has to provide for return on equity now based on the Regulations. It would have to consider the allowable equity and reserves for the regulatory purposes. The Commission would have to work out the equity and reserves starting from the position obtaining on 1.4.2005 and after making necessary adjustments from the regulatory angle. 

As regards equity, the Commission accepts the amount of Rs.  47244 lakhs since corresponding number of shares have been issued. 

The reserves and surplus as on 1.4.2005 were projected by TPL at Rs. 185203 lakhs in their ARR petition. As the Commission noted above, this is the difference arising out of reorganization of capital and taking the fair value of assets as on 01.04.2005 on amalgamation. 

For regulatory purposes, the Commission took into account the reserves based on the value of net fixed assets deployed in business as on 31.03.2005. For the equity portion after 01.14.2005, 30% of the capital expenditure has been taken into account in line with the Commission’s Regulations.

Based on the above, the position with regard to return on equity (from the regulatory angle) is shown in the table below:

	Particulars
	Rs. Lakhs

	Equity as on 01/04/2005
	47244

	Free reserves considered
	77701

	Capital deployed as on 01/04/2005
	124945

	30% of Capex financed by internal resources during 2005-06
	5165

	30% of Capex financed by internal resources during 2006-07
	7606

	Capital employed as on 01/04/2007
	137716

	30% of Capex proposed during 2007-08
	67002

	Capital deployed as on 31/03/2008
	204718

	Average of opening and closing capital employed
	171217

	Return@ 14% there on 
	23970


The Commission approves the Return at Rs. 23970 lakhs against Rs. 39021 lakhs projected by TPL for the year 2007-08.
6.23
PROVISION FOR BAD AND DOUBTFUL DEBTS

The Torrent Power Limited projected Rs. 534 lakhs towards provision for bad and doubtful debts. TPL explained that this provision was estimated at 0.2% of its Sales Revenue and claimed this was at such a low level due to the efficiency of the company in collection procedure.

Commission’s Analysis

Prudency demands that a certain percentage of sundry debtors for electricity supplied, be provided to cover the bad and unrealizable dues from the consumers. According to the Tariff Regulations the reasonable and actual entitled expenditure to be covered in the ARR includes bad debts actually written off subject to the Commission’s clearance. It is verified that bad debts were written off to the extent of 1098.53 lakhs as indicated in the Annual Accounts for 2005-06 of TPL after amalgamation.

The Commission therefore approves Rs.300 lakhs towards provision for bad and doubtful debts against Rs. 534 lakhs projected by TPL for the year 2007-08.

6.24
PROVISION FOR CONTINGENCY RESERVE

The Torrent Power Limited projected Rs. 2911 lakhs towards contingency reserve for the year 2007-08. The TPL estimated the contingency reserve at the rate of 0.5% of its gross fixed assets and requested the Commission to allow the same as expenditure to meet with disasters or any unforeseen situations.

The Commission asked the TPL to furnish the details of contingency reserve available as on 31/03/2006 and 31/03/2007 and indicate under which provision the contingency reserve is claimed for the year 2007-08 when the Electricity (Supply) Act 1948 is repealed with the enactment of Electricity Act 2003. The TPL did not furnish any reply.

Commission’s Analysis

Provisions under sixth schedule of Electricity (Supply) Act 1948 allow the licensee to create the contingency reserve and appropriate from the revenues of the licensees at the rate not less than 0.25% and not more than 0.50% of the original cost of fixed assets provided that such appropriations to the reserve will cease as and when the accumulations reach 5% of OCFA. The stipulated ceiling has not been reached in the case of TPL. 

As observed from the Annual Accounts of Torrent Power Limited for the year 2005-06 an amount of Rs. 6543 lakhs was credited to contingency reserve on amalgamation, being the corresponding balance of such reserve of the Transferor companies viz. TPAEC limited and TPSEC Limited on the appointed date. 

The Commission considers that further contribution to the contingencies is not required as the Electricity Act, 2003, National Tariff Policy and the Regulations of the Commission do not provide for such contingency reserve.

The Commission does not approve any amount towards contingency reserve. 

6.25
TOTAL EXPENSES APPROVED BY THE COMMISSION

The Commission has approved the expenses including power purchase cost for the year 2007-08. The total expenses are summarized in Table–6.35 below:

Table – 6.35

Annual Revenue Requirement for 2007-08

(Rs. Lakhs)

	S.N
	Particulars 
	Projected by TPL
	Approved by Commission

	1
	Power Purchase Cost
	109177
	111523

	2
	Fuel cost
	90562
	86157

	3
	Transmission charges
	425
	425

	4
	Employee cost
	15054
	13179

	5
	Repairs and Maintenance
	16684
	16459

	6
	Administration & General charges
	9530
	9320

	7
	Provision for bad and doubtful debts
	534
	300

	8
	Interest on loans
	8309
	8309

	9
	Interest on working capital
	6675
	6446

	10
	Depreciation
	14974
	12819

	11
	Contingency Reserve
	2911
	-

	12
	Return on equity
	39021
	23970

	13
	Provision for tax
	4301
	4301

	
	Total Revenue Requirement
	318157
	293208


The Commission approves the ARR at Rs. 293208 lakhs for the year 2007-08 against Rs. 318157 lakhs projected / claimed by the Torrent Power Limited.

6.26
OTHER INCOME

TPL has projected the other income at Rs.7766 lakhs for the year 2007-08.  The other income includes meter rent, miscellaneous income, interest and dividend on investment, delayed payments surcharges from consumers etc.

The Commission has obtained the actuals component-wise for the years 2004-05, 2005-06 and 2006-07 along with the details for 2007-08.  The details are given in Table 6.36 below:

Table-6.36

Other Income Projected by TPL

(Rs. lakhs)

	Sl.

No.
	Particulars
	2005-06

(actual)
	2006-07

(actual)
	2007-08

(projection)

	1
	Meter and other apparatus charges 
	3006
	3268
	3323

	2
	Miscellaneous income (including scrap sales)
	2328
	3432
	1852

	3
	Provision written back
	53
	770
	-

	4
	Profit on sale of obsolete assets / Investment
	57
	40
	7

	5
	Bad debts recovery
	308
	436
	260

	6
	Interest and dividend on investments
	1818
	1271
	440

	7
	DPC and other interest
	1269
	601
	465

	8
	Insurance claim
	1718
	796
	1000

	9
	Other income
	406
	439
	419

	
	Total
	10963
	11053
	7766



Commission’s Analysis

The TPL projected the other income at Rs.7766 lakhs for the year 2007-08 which is far below the actuals for the years 2005-06 and 2006-07.  TPL has not explained the drastic reduction in the projections for the year 2007-08.  Commission examined this and believes there is no reason to expect the other income below the level of actuals for 2005-06 and 2006-07.

The Commission approves the other income at Rs.11200 lakhs for the year 2007-08 against Rs.7766 lakhs projected by TPL.

6.27
PROJECTED REVENUE FROM SALE OF POWER

The TPL has projected the Revenue from sale of power at Rs. 279579 lakhs at the existing tariff rates for the year 2007-08.  

Commission’s Analysis

The Commission has obtained the actual sales and revenue category-wise for the years 2005-06 and 2006-07.  The details, actuals for 2005-06 and 2006-07 and projection for 2007-08 are given in Table-6.37 below:

Table-6.37

Sales and Revenue Projected by TPL

	Category
	2005-06 (actual)
	2006-07 (actual)
	2007-08 (projecton)

	 
	Sales 
	Revenue 
	Sales 
	Revenue 
	Sales 
	Revenue 

	
	(MU)
	(Rs. Lakh)
	(MU)
	(Rs. Lakh)
	(MU)
	(Rs. Lakh)

	Residential
	1583
	48473
	1688
	52342
	1825
	56508

	Commercial
	875
	38890
	966
	43390
	1047
	46851

	LTP
	1731
	64189
	1737
	65474
	1817
	68548

	LTMD
	836
	33582
	883
	35845
	981
	39441

	HTP
	1298
	50902
	1491
	58094
	1612
	63010

	AMC & SL
	47
	1699
	73
	2673
	78
	2856

	Agriculture
	12
	342
	10
	285
	12
	442

	GLP
	23
	1121
	26
	918
	8
	253

	Temporary
	20
	1757
	19
	1277
	30
	1670

	Total
	6425
	240955
	6893
	260298
	7410
	279579


The Commission has approved the sales for TPL at 7410 MU for the year 2007-08 as discussed in paras 6.3, 6.5 and 6.8. The Commission approves the sales revenue at Rs.279579 lakhs projected by TPL for the year 2007-08 at the existing tariffs.

6.28
REVENUE AND GAP

Revenue and the gap as projected by TPL and as approved by the Commission are given in Table-6.38 below:

Table-6.38

Revenue and Gap for the year 2007-08


(Rs. lakhs)

	Sl. No.
	Particulars
	Projected by TPL
	Approved by Commission 

	1
	Revenue from sale of power
	279579
	279579

	2
	Other income
	7766
	11200

	
	Total Revenue
	287345
	290779

	
	Annual Revenue Requirement
	318157
	293208

	
	Gap
	30812
	2429


6.29
MEASURES TO BRIDGE THE GAP

The TPL should be able to bridge the gap in revenue by the following measures

· Effective metering, billing and revenue realization of all consumer installations would also improve the sales and revenue.

· By reducing certain operational costs which are controllable by efficiency improvement measures.

· Improve PLF of Vatva and thereby reduce its SHR by ensuring additional gas.

The above measures would help to bridge the gap.  However this will be reviewed during 2008-09 and truing-up will be done (if necessary) with respect to sales, revenue, expenditure and FPPPA.
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