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1.
INTRODUCTION

1.1
Back Ground

1.1.1 The Government of Gujarat (GoG) notified the Gujarat Electricity Industry (Reorganization and Regulation) Act 2003 (referred to as the Act hereinafter), for restructuring of the power sector in the state of Gujarat.

The State Government has restructured the Gujarat Electricity Board under the provisions of the above Act, into six corporate entities mentioned below, to carryout the Generation, Transmissions and Distribution businesses of Gujarat Electricity Board .

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

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

and four Distribution Companies viz.,.

iii) Dakshin Gujarat Vij Company Limited (DGVCL)

iv) Madhya Gujarat Vij Company Limited (MGVCL)

v) Uttar Gujarat Vij Company Limited (UGVCL)

vi) Paschim Gujarat Vij Company Limited (PGVCL)

Later Gujarat Urja Vikas Nigam Limited (GUVNL) was incorporated on 22nd December 2004, to look after the residual functions of GEB including the purchase of electricity from various sources for supplying to the distribution companies/licensees. 

In exercise of the powers conferred under Sections 28,29 and 30 of the Act, the Government of Gujarat notified the Gujarat Electricity Industry Reorganization and Comprehensive Transfer Scheme 2003 vide Notification No. GHV-2003-58-GEB-12-2003-3537 dated 24th October 2003 and transferred the existing assets of GEB (except those relating for certain residual functions) to four Distribution Companies, one Generating Company and one Transmission Company. The said Transfer Scheme also laid down the terms and conditions on which such transfer and vesting shall be made.  In the above notification the Government of Gujarat notified that all the assets liabilities and proceedings forming part of the transmission undertakings shall stand transferred to and vest in Gujarat Energy Transmission Corporation Limited (GETCO). According to State Government notification No. GHU-2004-32-GEB-1104-2946-K dated 29th May 2004 the State Load Despatch Centre at Jambua was to be operated by GETCO with effect from 1st June 2004.

Pursuant to sub clause (3) of clause 9 of the Transfer Scheme 2003, the GoG in notification GR No. GEB – 1105 – 1749 – K dated 31st March, 2003 issued final notification to make all the seven entities of the unbundled erstwhile GEB operational with effect from 01-04-2005.  In pursuance of the final transfer of functions and activities, the following shall apply in regard to the accounting of the activities in GEB and the seven successor utilities.

i) Till 31st March 2005, for accounting purpose the books of accounts shall be of the GEB 

ii) Effective 1st April 2005, the seven companies shall maintain the books of accounts for the activities undertaken by the respective companies. 

1.1.2
GETCO has filed the petition with the Commission on 5th January 2006 seeking approval of the Transmission charges for the Transmission system for the years 2005-06 and 2006-07. The commission admitted the petition as case No.862/2006.  GETCO commenced operations as a separate entity from 01-04-2005 and submitted its first tariff petition as a Transmission Company. GETCO made a presentation to the Commission on 16th March 2006 about its proposals. The Commission obtained further necessary information and clarifications from GETCO. 

1.2
Public Notice and Public Participation Process

1.2.1 The Public Notice regarding petition No.862/2006 was published by GETCO in the News papers on 16th January 2006 inviting public to forward objections and suggestions on the petition to the Commission by 20th February 2006

1.2.2
The list of newspapers in which the Notice was published by GETCO is appended as Annexure - I 

1.2.3 The Commission received 3 objections to the petition filed by the GETCO.             The Commission considered all the objections received. Communications were sent to all the objectors inviting them to take part in the public hearing process by presenting their views in person before the Commission.  Each objector was provided with a time slot on 1st April 2006 for hearing in Court Hall located in the Commission’s office in Ahmedabad.  Names of Persons and organizations that filed objections are given in Annexure –2. Those who appeared for the public hearing are listed in             Annexure – 3.  

2.  Summary of GETCO Tariff Petition

2.
SUMMARY OF GETCO TARIFF PETITION

2.1 Gujarat Energy Transmission Corporation (GETCO) submitted the petition on 5th January 2006 seeking approval for its Annual Revenue Requirement and determination of transmission charges for the years 2005-06 and 2006-07.The transmission charges are to be recovered mostly from Gujarat Urja Vikas Nigam Limited (GUVNL).  GUVNL purchases power from GSECL, Central Sector Generating Stations, IPPs and other sources and supplies to the distribution companies and licensees in Gujarat. GUVNL has an agreement with GETCO for transmission of the power it procures from GSECL’s generating stations, IPPs, input points of Powergrid and other interconnecting points for supply to DISCOMs and Licensees.

The GETCO projected a revenue requirement of Rs. 97104 lakhs for the year 2005-06 and Rs.101800 lakhs for the year 2006-07 as detailed in Table – 1 below:

Table –1

Annual Revenue Requirement

(Rs. Lakhs)

	Sl.No
	Fixed Costs
	2005-06
	2006-07

	1
	Employee Cost
	21197
	23317

	2
	Repairs and Maintenance
	2893
	3182

	3
	Administration & General Expenses
	3457
	3802

	4
	ULDC Charges
	1536
	1536

	5
	Depreciation
	23148
	24686

	6
	Advance Against Depreciation
	-
	-

	7
	Interest on Loans
	17113
	16564

	8
	Interest on Working Capital
	2336
	2466

	9
	Return on Equity
	27265
	28088

	10
	Total Fixed Costs
	98945
	103640

	11
	Less Expenses Capitalized
	1840
	1840

	12
	Total Transmission Charges
	97105
	101800

	13
	Less other Income
	455
	477

	14
	Net Transmission Charges (ARR)
	96650
	101323


The projected transmission charges per MW per day based on capacity (MW) to be handled would be -

(Rs. Lakhs/MW)

	
	2005-06
	2006-07

	Loading of Transmission System (MW)
	8046
	8156

	Net Transmission Charges per year (Rs Lakhs)
	96650
	101323

	Projected Transmission Charges (Rs/MW/Day)
	3291
	3404


The ARR indicated above is exclusive of income tax, incentives, any statutory taxes, levies, duties, cess or other surcharges etc. 

GETCO proposes to meet the Revenue Requirement through recovery of appropriate transmission cost on per MW per day basis from GUVNL.

GETCO also requested the approval of the Commission for recovery of -

· Wheeling charges from captive power generators and wind farms

· Reactive energy charges and

· Operation & Maintenance Charges from users of dedicated lines.

3.  Brief Summary of Objections raised, Response of GETCO and Commission’s views

3.0
Brief Summary of ObjectionS raised, Response of GETCO and Commissions Views.

I.  Objector/Objectors: Laghu Udyog Bharti, Ahmedabad. 

1. As the figures for 2004-05 are provisional (i.e., not final and audited), the ARR petition should be rejected. 

2. Transmission tariff should be allowed only on the basis of expenses based on audited data.

3. Reactive charges should not be recovered from wind farms.

4. Wheeling charges should not be increased.
5. Recovery of O&M charges should not be allowed since these are being covered as expenses and be construed as part of transmission and wheeling charges.
Response of GETCO

1. The projections are based on the provisional accounts of erstwhile GEB for 2004-05.  The process of audit by the Comptroller and Auditor General of India (CAG) is still going on; hence the provisional accounts form the best basis for making the projections.

2. It can be seen from Sr. No. 4.7 on page 32 of the Petition that, the total transmission charges proposed for approval are far below the charges worked out on the basis of norms specified by the Commission.  Moreover the Electricity Act, 2003,  lays down that every licensee’s ARR and tariffs have to be approved for every year by the respective Commission.

3.  Most of the wind energy produced in Gujarat is utilized for captive consumption.  For example, in 2004-05, out of the approximately 248 Million Units produced by wind farms in Gujarat, only 24 Million Units were purchased by GEB and its successor entities.  The balance generation was for captive consumption.  Wind power producers have been drawing large amount of reactive energy (about 46%) from the grid.  This has imposed great pressure on the Grid and can cause severe disturbances.  It is only by imposing a cost on the drawal of reactive energy from the grid that the utility can enforce discipline and improve the power factor.  The rates/charges for reactive energy in other states are as follows:

Karnataka

-
20 paise/kVARh

Madhya Pradesh

-
27 paise/kVARh

Maharashtra

-
25 paise/kVARh

Tamilnadu

-
30 paise/kVARh






     Rs. 1/kVARh (at a higher levels of drawal) 

        Thus the charges proposed by GETCO in the tariff petition are justified.

4. According to the existing policy, the wheeling of wind power is to be provided irrespective of distance involved at the rate of 4% wheeled energy (i.e., if 100 units are wheeled, wheeling charge will be equal to 4 units). It is obvious that, this compensation is inadequate as increasing number of wind generators may use the wheeling facility for transmission of wind energy.

5. Expenses incurred for the maintenance and upkeep of GETCO’s own network are to be recovered from all beneficiaries except dedicated transmission line users.  Therefore, the recovery of Operation and Maintenance charges of dedicated transmission lines from the beneficiaries who use such lines is proper and fair as these are for the services provided by GETCO to them. 

Comments Of Commission

The Commission will consider the proposal of GETCO, and the objections raised against the petition, GETCO responses and the arguments during public hearing and take appropriate decisions on all the issues raised.

I I . Objector/Objectors: Indian Wind Energy Association, New Delhi

1. The Indian wind Energy Association objected to the proposed levy of charges for Reactive Energy drawal by wind energy generators.  The Association suggested charging the developers at Rs. 37000/MW of installed capacity, as a one time cost, for installing capacitor banks of adequate capacity as is being done in Karnataka.
2. The Association also opposed GETCO’s prayer for application of wheeling charges for wind energy.
3. The Association proposed that wind generators should be exempted from Transmission charges.
4. It also suggested that GETCO should be directed to submit transmission plan.
5.  It also suggested that GETCO should be directed to levy supervision charges only on labour component of transmission infrastructure being erected by wind energy generators.
Response of GETCO 

1. As already mentioned in response to the earlier objection, most of the wind energy being produced in Gujarat is utilized for captive consumption.  Wind power producers have been drawing large quantum of reactive energy (about 46%) from the grid.  This has imposed a great pressure on the Grid and has the potential to cause disturbances.  It is only by imposing a cost on the drawal of reactive energy from the grid that the utility can enforce discipline and improve the power factor. Many states as mentioned in response to earlier objection are recovering costs for drawal of reactive energy. 

Further the method proposed by respondent of installation of capacitor banks by GETCO does not seem to be reasonable as the liability to limit reactive power drawal lies with the wind power generators and it cannot be passed on to the STU.

2 As currently wind power is to be wheeled irrespective of distance involved at the rate of 4% wheeling energy.  It is obvious that, this compensation is inadequate.  The wheeling / transmission charges proposed are in accordance with the regulations and provisions of various policies and the Electricity Act, 2003. 

3 As mentioned Clause No. 7.1.3 of the “Tariff Policy” announced by GoI on 6th January 2006, the Transmission system users must share the total transmission cost in proportion to their respective utilization of the system.

4 As regards transmission plan for the state, GETCO is currently implementing the schemes, which were prepared and approved by the Planning Commission and the Central Electricity Authority (CEA) as part of the 10th Five-year Plan.  The planning for schemes to be implemented under the 11th Five-Year Plan currently under way; is expected to be finalized shortly; and will be submitted for the Commission’s approval.

5 As regards supervision charges, the Commission’s Notification states that:

“The charges payable in advance for any work which the supplier may undertake on behalf of the consumer as an agency work, shall be the actual cost of labour and materials plus 15% to cover overhead charges”.

The company finds this reasonable and proposes to continue the existing system of recovery.  

COMMENTS OF THE COMMISSION

The Commission will consider the proposal of GETCO for recovery of the above charges and the objections raised and suggestions made by the objector and take appropriate decisions on all the issues


III . Objector/Objectors:

	(i)   Gondal Chamber of Commerce and Industry, Gondal 

(ii)  Federation of Kutch Saurastra Chamber of Commerce and Industry, Rajkot 

(iii) Shri. Pravin Chandra M. Tanawala, Surat.


1. Even Though GEB is divided into five zones, the Gujarat Energy Power Company and Gujarat Electricity Corporation is having a loss of Rs. 700/800 crores.  If adjustments are made to meet the deficit / loss it will lead to increase in the energy charges for consumers of electricity.  This will impose extra burden on trade and industry and on public at large. 

2. T&D losses at 27% are nearly double the permissible limit of 10 to 11 percent.

3. The Commission should not consider extra increase in existing energy charges.  

Response of GETCO 

1. The position of outstanding equity as on 01-04-2005 for the erstwhile GEB as a whole has been brought out in Table 9 on page 24 of Petition No. 862/06.

The transmission tariff requires to be determined for the first time after the unbundling activities and following the enactment of the Electricity Act, 2003

2. The Transmission Losses for the year 2005-06 & 2006-07 are estimated to  be in the range of 4.39% & 4.27% respectively.

3. The Commission will be kind enough to review the technical as well as financial performance & will consider the proposal appropriately.

COMMENTS OF THE COMMISSION

The Commission will examine the proposals of GETCO and other successor entities and take appropriate decision on tariff determination having regard both to the interests of the consumers and the requirements of utilities to enable for maintaining satisfactory levels of service. 

4.  Compliance of Directives

6.1 
COMPLIANCE OF DIRECTIONS ISSUED BY THE COMMISSION

6.1.1 
Directive Issued by the Commission in its Tariff Order dated 25th June 2004 for the Erstwhile GEB (now, GETCO):

2. 
Commercial Issues


To institutionalize the process of yearly ARR filing in future, the Commission has taken a view that the GEB and its successor entities shall file their ARR for each ensuing financial year by 30th November of the previous financial year so that the tariff year and financial year coincide.


Further, with regard to the quality of filing, including discrepancies & inconsistencies in the present filing, among other things, the Commission directs GEB (including its successor entities) that in future all filings shall be free from discrepancies & inconsistencies.


GEB (and its successor entities) is directed to make available its audited accounts for the year immediately preceding the year for which the tariff is sought to be determined, along with its ARR petition and Tariff Proposal. In the event of audited accounts not being available, the GEB/ Licensee must get their accounts internally audited by a firm of Chartered Accountants and attach their certificate along with the accounts.


The Commission further directs that the GEB (and its successor entities) shall use audited figures in its filing for the previous years and reconcile the regulatory accounts accordingly.


It is directed that the GEB (and its successor entities) while submitting the application in respect of ARR and Tariff Proposal must furnish the details in the formats prescribed by the Commission.

Compliance to Directives - 2 (a), (b) & (c):

The reasons for not filing the ARR petition for the FY 2004-05 have been explained in chapter 1 of this petition.

GETCO, after the unbundling of the erstwhile GEB, has been operating independently and is maintaining separate books of accounts with effect from 01.04.2005. So the audited figures for GETCO are not available, though prior to 01.04.2005 the erstwhile GEB was maintaining the annual trial balances (ATB) for each transmission circle of its transmission segment. However, there were various expenses, which were common to all the business segments, and all these were parked in the Head Office Account of the erstwhile GEB. Now the company has started separate accounting and gives an assurance to the Commission that it will submit the audited accounts immediately after the audit.

The figures for the year 2004-05 based on the ATB are provisional and are used to work out the transmission charges for the FY 2004-05, 2005-06 and 2006-07. 

The details as mentioned in the petition and tariff proposal are furnished in the formats as prescribed by the Commission.

Comments of the Commission

The Audited Annual Accounts shall be submitted with ARR filling in future.

2(k) 
Interest to be charged to individual works. Cost Registers to be maintained 

and updated regularly and completion reports to be prepared immediately 

after completion of works.

Compliance to Directive 2(k):

Primarily all expenses incurred in the creation of assets are booked under works-in progress account. Keeping proper track and making proper cost booking, Works Register is maintained at each accounting unit wherever such works are carried out. The Registers are provided with rows for recording of monthly cash payment, stores debit / credit transactions and other adjustments through journal vouchers. At the end of the year all relevant apportionable costs are charged for each work carried out during the year.

Under the Electricity (Supply) Act, 1948, which was the applicable law till recently interest charges were charged to works only if it could be capitalised as laid down under computation prescribed under para 1.43 of Annexure V (Procedural Matters Relating to Accounting Transactions) of the Electricity (Supply) (Annual Accounts) Rules, 1985 (ESAAR). As per the working, Schedule 13 was prepared wherein; no capitalization for interest was applicable for 2004-05. However, from 2005-06 and onwards, the applicability of the ESAAR is not relevant and the directive of the Commission can be adopted. 

On completion of the work and on receipt of certificate from competent authority regarding assets being put to use, the balance lying in Works-in-progress account is transferred to Commissioned Assets and same is entered in Assets Register.

Comments of the Commission

Taken on record.

2(m)
To prepare and maintain proper Fixed Asset Register and to submit complete

       
details of its Fixed Assets and the calculations for the depreciation claimed on

        
them.

Compliance to Directive 2(m):

Records in respect of newly added assets are kept at Division Office of the respective Transmission Circle Office where primarily costs are booked under works- in progress account and record is being kept in Works register.

On completion of the work and on receipt of certificate from competent authority regarding assets put to use, the balance lying in Works-in-progress account is transferred to Commissioned Assets and same is entered in Assets Register.

Comments of the Commission 

Taken on record.

3. Reduction of T & D Losses and Agricultural Load Assessment

3(g)    GEB (including its successor entities) is directed to come up with a concrete plan for reduction of technical and commercial losses over each of the next five years indicating milestones for critical activities, in the form of targets and their date of completion, within 3 months of issuance of this Order.


A quarterly action taken report on this plan shall be submitted to the Commission by 20th of the subsequent month of each quarter without fail.

3(h)    GEB is to come up with a specific, time bound action plan for improvement of the T&D system in rural areas within three months from the date of this Order for the approval of the Commission. This investment programme should specifically commit GEB to a certain improvement in quality parameters in the areas where the investments are proposed compared with baseline benchmarks.


The steps to curb / reduce the level of commercial losses in the system are suggested in TERI’s report may be explored:

Compliance to Directives 3(g) & 3(h):


The sector wise transmission losses of GETCO since 2000-01 are as under:

	Sl.

No.
	Year
	Percentage of Transmission Losses Sector-wise
	Overall % age of  Transmission Losses

	
	
	400kV, 220kV & 132kV
	66kV & 33 kV


	

	1
	2000-01
	1.64
	2.66
	4.30

	2
	2001-02
	1.44
	3.00
	4.44

	3
	2002-03
	1.00
	3.34
	4.34

	4
	2003-04
	1.50
	2.91
	4.41

	5
	2004-05
	-
	-
	4.39


The above table indicates the overall transmission loss reduction over the last 5 years.  In order to reduce technical losses, various steps have been introduced and further steps are planned.

· Installation of additional Sub-stations and transmission lines.

· Conversion of system from132/66 and 66/11 kV to 132/11

· Running of all D/C lines in parallel.

· Up gradation of transmission system to a higher level voltage i.e. 400 kV, 220 kV & 132 kV.

· Installation of shunt capacitor banks at 11, 22 & 66 kV level.

· Replacement of old ACSR conductors in a deteriorated condition by new ones.

· Upgrading the line capacity by higher capacity ACSR conductors to avoid overloading.

· Through above measures, it is proposed to reduce technical losses over the next 5 years as under:

	Sr.

No
	Year
	Overall % age of Transmission Losses

	1
	2005-06
	4.39

	2
	2006-07
	4.27

	3
	2007-08
	4.12

	4
	2008-09
	4.02

	5
	2009-10
	4.00


· Replacement of old electromechanical meters by computer compatible Static meters is completed for 3 Nos. of Transmission Circles viz. Navsari, Bharuch and Jambuva (for 132 nos. of S/s). Further work is in progress for replacement of old electromechanical meters by computer compatible Static meters for balance Sub-stations of Navsari & Jambuva Circles (68 Nos. of S/s).

· The work of replacement of old Electromechanical meters by computer compatible Static meters is in pipeline for balance 7 Transmission Circles i.e. Nadiad, Mehsana, Palanpur, Gondal, Amreli, Anjar & Junagadh. It is proposed to replace all these meters by December 2006.

· The above will facilitate accurate measurement of energy transactions and give a correct picture of technical losses of GETCO.

Comments of the Commission

Action taken is noted. It should be closely monitored.

4. R & M of Power Plants and Efficiency Improvement

4(a) GEB should in future indicate if any extension or major repairs have been undertaken in any specific area. The Commission directs GEB to immediately prepare a plan for renovation and modernization of the aged power plants. 

Compliance to Directive 4(a):

· Replacement of aged ACSR conductor, insulators, hardware & earthwire of transmission lines has been initiated since 2002-03 and is in progress since then. The conductor replaced during these years is as under:

	
	2003-04
	2004-05
	Total

	a) 220  kV
	138 Kms.
	173 Kms.
	311 Kms

	b) 132  kV
	707 Kms.
	919 Kms.
	1626 Kms.

	c) 66 kV
	173 Kms.
	073 Kms.
	246 Kms.


Further it is planned to replace the conductors, insulators, hardware & earthwire in 2005-06 as under:

a) 220 kV 

269 Kms.

b) 132 kV 

481 Kms.

c) 66 kV 

330 Kms.

· Tenders have been invited for replacement of aged, obsolete, frequent trouble giving equipments like Circuit Breakers, C.T. Battery & Battery Charger and RTCC panel. This is targeted keeping in view a cut off date for equipment installed before 1978. This work is likely to be completed in a phased manner – 50% in 2005-06 and balance 50% during 2006-07.

· The competent authority i.e. the GETCO Board has approved a scheme of rejuvenation & refurbishment of 16 Nos. of very old Sub-stations (1950-60s) by technology upgradation to extend their service life by further 25-30 years.  This activity for 4 Nos. of S/s was up and completed during 2005-06 and the remaining 12 Nos. S/s will be refurbishment in 2006-07.

Commission’s comments:


Action taken is noted.

5.  Transmission System of GETCO and Transmission Capacity 

5.1
Transmission System

GETCO owns and operates EHV transmission system of voltages ranging from 66 kV to 400 kV in the state. The transmission system of GETCO consists of the following transmission lines and substations as given in Table-2 below:

Table - 2

Transmission System in the State (2005-06)

	S.No
	Voltage Level
	EHV Lines (Ckt KM)
	EHV Substations Nos.
	No. of Transformers

	1
	400 kV
	1841
	8
	15

	2
	220 kV
	11149
	63
	160

	3
	132 kV
	4550
	48
	158

	4
	66 kV
	16941
	721
	1509

	5
	Total 
	34550
	840
	1842


5.2
Transmission System Capacity

GETCO in its petition has submitted the loading on transmission system in transmission of power from various sources 

The loading as submitted in the petition is given below in Table - 3 

Table – 3

Loading on Transmission System 2004-05

	Sl.No
	
	Rated Capacity (MW)
	Auxiliary Consumption (%)
	Gujarat Share (MW)
	Transmission Losses (%)
	Total MW on GETCO System

	A
	GSECL Stations
	
	
	
	
	

	
	Ukai TPS
	850
	9
	
	0
	774

	
	Ukai HPS
	305
	0.5
	
	0
	303

	
	Gandhinagar TPS
	870
	9
	
	0
	792

	
	Wanakbori TPS
	1470
	9
	
	0
	1338

	
	Sikka TPS
	240
	9
	
	0
	218

	
	Kutch Lignite TPS
	215
	9.5
	
	0
	195

	
	Dhuvaran TPS
	561
	3
	
	0
	544

	
	Kadana HPS
	242
	0.5
	
	0
	241

	
	Utran Gas Based
	135
	4
	
	0
	130

	
	Dhuvaran CCPP
	107
	2.9
	
	0
	104

	B
	IPPs 
	
	
	
	
	

	
	Essar Power Ltd.
	515
	2.8
	
	0
	292

	
	GPEC Ltd
	655
	2.9
	
	0
	636

	
	GIPCO Ltd. 160 MW
	160
	2.9
	
	0
	155

	
	GIPCO SLPP
	250
	9.5
	
	0
	226

	
	GSEG Ltd. (Hazira)
	156
	2.9
	
	0
	151

	
	GIPCO Ltd. 145 MW
	145
	2.9
	
	0
	141

	C
	Central Generating Stations
	
	
	
	
	

	
	NPC – Tarapur
	320
	10
	160
	5
	137

	
	NPC – Kakrapar
	440
	12.5
	125
	5
	104

	
	NTPC – Korba
	2100
	8.5
	360
	5
	313

	
	NTPC – Vindyachal
	2260
	8.29
	469
	5
	409

	
	NTPC – Kawas
	644
	3
	184
	5
	170

	
	NTPC – Jhanor 
	648
	3
	234
	5
	216

	
	
	
	
	
	
	7587


5.3
Performance of Transmission System

The performance parameters of the system as submitted by GETCO for the years 2004-05, 2005-06 and 2006-07 are given in Table 4 below

Table 4

Performance Parameters of Transmission System

	Sl.No
	Particulars
	Unit
	2004-05 (Actuals)
	2005-06 (Projected)
	2006-07 (Projected)

	1
	Availability of the Transmission System
	(%)
	99.35
	99.35
	99.35

	2
	Energy Input in to the system 
	MU
	50340
	52992
	52992

	3
	Transmission Losses
	MUs
	2210
	2326
	2263

	4
	Energy Transmitted
	Mus
	48130
	50665
	50729

	5
	Transmission loss
	(%)
	4.39
	4.39
	4.27

	6
	Transmission Capacity at 66 kV level
	(MVA)
	14733
	15433
	16233

	7
	Transformers Capacity at 66 kV level
	(MVA)
	11786
	12346
	12986

	8
	Transmission System Loading
	(MW)
	7587
	8046
	8155


Commission ‘s view

It is seen that the total capacity to be handled by GETCO Transmission system was about 7587 MW during 2004-05. The transmission system is capable of transmitting the entire power from the generating stations and other sources (including additional capacity coming up) to the DISCOMs. The additional capacity is likely to come up due to increased Generation Capacity which has to be evacuated by the Transmission system.

GETCO handles only A.C system and the reliability as submitted is 99.35%, which is higher than the norm specified by the Commission.

5.4
Regulations of the Commission for Operation Norms

Commission has specified the following parameters relating to transmission in the regulations issued.

i) Allotted Transmission Capacity

“The allotted capacity to a long term transmission customer shall be sum of the generating capacities allocated to the long term transmission customer from generating stations and the contracted power, if any, provided further that GEB is under going unbundling and restructuring, the provisions of these regulations should be applicable of separate transmission company, GEB/Successor DISCOMs shall have deemed allotted till the time a formal capacity allocation is made”.

ii) Target Availability for recovery of full transmission charges

a) The target availability of System: 98%

b) HVDC bi-pole links and HVDC back to back stations: 95% 

iii) Auxiliary Consumption in Substation

The charges for auxiliary energy consumption in the substation for the purpose of air conditioning, lighting, technical consumption etc shall be borne by the transmission licensee as part of its normative operation and maintenance expenses.

iv) The Financial Parameters on interest on loans, depreciation, return on equity etc is in line with those applicable to generation company.

5.5
Transmission Loss

The transmission loss in the system as submitted in the petition varies from 4.29 to 4.39 over the last 5 years.

GETCO has projected the transmission loss in the system at 4.39% for the year 2005-06 and at 4.27% for 2006-07 against the actuals of 4.39% for the year 2004-05.  They have not furnished the losses at different voltage levels of 400 kV, 220 kV, 132 kV and 66 kV.  In the compliance report to the directions issued by the Commission in the tariff order 2004-05 GETCO have submitted the transmission losses as below.

	Year
	Percentage of Transmission Losses Sector wise (%)
	Overall Percentage (%)

	
	400, 220 & 132 kV
	66 and 33 kV
	

	2000-01
	1.645
	2.65
	4.295

	2001-02
	1.439
	3.00
	4.439

	2002-03
	1.00
	3.34
	4.34

	2003-04
	1.50
	2.91
	4.41

	2004-05
	-
	-
	4.39


They have mentioned a number of steps taken to reduce the losses.  It is indicated that the losses would be reduced as below:

	Sl.No.
	Year
	Transmission overall % loss

	1 
	2005-06
	4.39

	2 
	2006-07
	4.27

	3 
	2007-08
	4.117

	4 
	2008-09
	4.017

	5 
	2009-10
	4.00


Commission’s view:

GETCO has EHV Transmission Network consisting of 400, 220, 132 & 66 kV lines and Sub Stations. Meters might have been provided on all the feeders which provide power flow and energy accounting on each feeder. The power flow and energy accounting on each feeder will help in arriving at energy accounting of each feeder and the loss levels at feeder and voltage levels, both transmission and transformation losses. This will help in identifying high loss feeders to take remedial measures. This will also show up if any of the meters in EHV consumer installations are not properly recording energy supplied.

It is therefore necessary to conduct energy audit by metering all the feeders at both ends. Since many additional 66 kV lines and substations are proposed to be added during 2005-06 and 2006-07, it should be possible to reduce the loses as indicated above by GETCO.  The loss shall be reduced as below:

	Sl.No.
	Year
	Transmission overall % loss

	1 
	2006-07
	4.27

	2 
	2007-08
	4.12

	3 
	2008-09
	4.02

	4 
	2009-10
	4.00



The transmission losses for 2006-07 are approved at 4.27%.

5.6
Augmentation of Transmission System

GETCO proposes to augment the transmission system during 2005-06 and 2006-07 by construction of additional transmission lines to handle additional power from the new generating stations and to meet the demand for electricity in the most efficient and economical manner.  The investment proposed for construction of additional transmission lines, substations etc., is Rs. 24800 lakhs during 2005-06 and Rs. 25200 lakhs during 2006-07.  The amounts include construction of new transmission lines, substations and also renovation and modernization of transmission system during 2005-06 and 2006-07.

5.7
Capital Expenditure Plan 

GEB got a study conducted by ABB on Transmission Planning for the state and the system is being augmented based on the recommendations of the study.

GETCO has submitted the details of transmission projects (and their costs) proposed to be taken up during the years 2005-06 and 2006-07 as in the following Table – 5 below:

Table – 5

Capital Expenditure Plan – 2005-06 and 2006-07
(Rs. Lakhs)

	Sl.No
	Project/

Transmission Line
	2005-06
	2006-07

	1
	400 kV Transmission Lines
	641
	-

	2
	220 kV Transmission Lines
	3187
	11600

	3
	220 kV Substations
	1739
	

	4
	132 kV Transmission Lines
	-
	1200

	5
	66 kV Transmission Lines
	128
	12400

	6
	66 kV Substations
	8305
	

	
	Total
	14000
	25200


In addition GETCO had taken up a number of works under APDRP, ADB project and, TASP during 2005-06 as detailed below:

          (Rs. Lakhs)

	APDRP
	4510

	ADB Project Loans
	3710

	TASP Grants
	2600

	Total
	10820


The investments on the above works are provided by the State Government to GETCO and GETCO has not claimed interest on these loans.

The works include several renovation and modernization schemes.

It is submitted by GETCO that the investments proposed during 2005-06 and 2006-07 include the following works.        

                                                      (Rs in Lakhs)

	S.No.
	
	2005-06
	2006-07

	1
	R&M works
	2323.29
	4708.71

	2
	Renovation and Refurbishment works
	1570.00
	2198.00

	3
	Augmentation of Substation and Transmission Lines
	2180.00
	3362.45

	
	Total
	6073.29
	10269.16


GETCO has requested the Commission to approve the capital works and R&M works proposed to augment the transmission system to meet the demand, to improve the efficiency of the system and to reduce technical losses.

Commission’s view:

It is informed during public hearing that works programmed during 2005-06 have been completed.

Since augmentation of the transmission system is required to meet the demand and improve the quality of supply, commission approves the works proposed under capital works and R&M during 2006-07. GETCO shall submit quarterly reports on the progress of works and the benefits.

6.  Annual Transmission Charges 

6.1
Status of GETCO

GETCO has become operative w.e.f from 1st April 2005 on unbundling of erstwhile GEB in to Generation, Transmission and Distribution entities. GETCO, the transmission company, has become operative with an opening balance sheet as on 1st April 2005 notified by the Government of Gujarat. The opening Balance Sheet is given in Table – 6 below:

Table – 6

Opening Balance Sheet

	Particulars as on 1st April 2005 (All figures in Rs. Crores)
	GETCO

	ASSETS
	

	Gross Fixed Assets

Less: Acc. Depreciation
	4,021

(613)

	Net Fixed Assets (A)
	3,408

	
	

	Capital Works in Progress (B)
	579

	Assets not in use
	0

	Deferred Costs
	-

	Investments 
	1

	Investment in successor entities
	-

	Total other assets (C)
	2

	Net Stocks
	119

	Net receivables from sale of Power
	-

	Cash and Bank balance
	1

	Loans and Advances
	17

	Sundry receivables
	17

	Total Current Assets (D)
	154

	Subsidy receivable from GOG (F)
	-

	Total Assets (A+B+C+D+E+F)
	4143

	LIABILITIES
	

	Equity Capital

Surplus / (Deficit)
	1927

-

	Total Networth (A)
	1,927

	Total Long Term Loans (D)
	1,926

	Total Short Term Loans (E)
	-

	Security deposits from consumers (F)
	0

	Total Current Liabilities (G)
	290

	Total Liabilities (A+B+C+D+E+F)
	4,143


6.2
The Annual Transmission Charges for a Transmission Company cover all the Annual fixed costs, which include

· Interest on loans

· Depreciation and advance against depreciation.

· State Load Dispatch Centre costs.

· Interest on working capital

· Operation and Maintenance expenses

· Employee cost

· Repair and Maintenance

· Administrative and General expenses

· Return on Equity 

· Taxes, if any.

GETCO projected Net Annual Transmission charges of Rs. 96650 lakhs for the year 2005-06 and Rs. 101323 lakhs for the year 2006-07.  GETCO submitted the actuals for the years 2003-04 and 2004-05 and projections for the years 2005-06 and 2006-07.  The actuals for 2003-04 are based on Audited Annual Accounts and those of 2004-05 are based on provisional accounts.  The projections for the year 2005-06 are based on the opening balance sheet as on 1st April 2005 and certain methodologies adopted in allocation of loans, Assets etc to GETCO in the opening balance sheet.

The transmission costs projected by GETCO are analyzed and discussed further in this chapter.

6.2.1
Interest on Loans

It is submitted by GETCO that before unbundling of the erstwhile GEB, there was no actual allocation of loans to different functional segments and as such the loans of erstwhile GEB are allocated to the successor entities. The loans allocated to GETCO are provided in the opening balance sheet and it is assumed that the entire loan is repayable in 10 years effective from 2005-06.  The weighted average rate of interest at 9.11%, based on provisional accounts of GEB for the year 2004-05, is considered for working out the interest on loans for the years 2005-06 and 2006-07.  The interest on loan as mentioned in the petition for 2005-06 and 2006-07 is reproduced below in Table-7.

Table - 7

Interest on Loans

(Rs. Lakhs)

	Sl.No
	Details
	Interest on Loans

	
	
	2004-05
	2005-06
	2006-07

	
	
	(Provisional)
	Projected

	1
	Opening Loans
	215221
	192597
	183137

	2
	Addition during the year
	11139
	9800
	17640

	3
	Repayment during the year
	-
	19260
	20240

	4
	Closing Loans (1+2-3)
	226360
	183137
	180537

	5
	Average Loans (1+4)/2
	220790
	187867
	181837

	6
	Interest Loans @ 9.11%:(5x9.11%)
	20619
	17113
	16565


Apart from the opening loans according to the opening balance sheet, the company has shown additional loans of Rs. 9800 lakhs during 2005-06 and Rs. 17640 lakhs during 2006-07 towards capital expenditure for augmentation of the system and R&M works.  The interest is claimed at weighted average rate of 9.11% on average loans during the year.  The interest claimed is Rs.17113 lakhs for 2005-06 and Rs.16565 lakhs for  2006-07.  The loans considered are the loans contracted by GETCO. The amounts borrowed under APDRP and ADB loans obtained through State Government are not considered by GETCO for purpose of interest calculation.

Commissions View

Since GETCO has become operative based on the opening balance sheet as on 1st April 2005 notified by Government of Gujarat, the Commission accepts the opening loans according to opening balance sheet and weighted average interest at 9.11%.  Any changes in the loans, interest rates etc based on Financial Restructuring Plan and the revised opening balance sheet (both these issues have to be addressed by the State Government) will be reviewed during the next tariff petition of the company.

The company has submitted a capital expense plan for an amount of Rs. 14000 lakhs during 2005-06 and Rs. 25200 lakhs during 2006-07. The capital structure of the amount invested during 2005-06 and 2006-07 is given below:

(Rs Lakhs)

	Year
	Loan
	Equity
	Total

	2005-06
	9800
	4200
	14000

	2006-07
	17640
	7560
	25200


The company started its operations from 01-04-2005 and the opening balance sheet does not carry any surplus and as such there is no source for equity funding of Rs. 4200 lakhs during 2005-06. It was clarified by GETCO during discussions that the entire expenditure was incurred utilizing Rs. 4200 lakhs from loans and internal resources.

The amount of Rs. 4200 lakhs  be taken as loan and not as equity.  Since the company is likely to earn return on equity during 2005-06, the return on equity earned is likely to be invested on the capital works during 2006-07 and hence equity investment of Rs. 7560 lakhs in capital works during 2006-07 is allowed.  The interest on loan for 2005-06 is revised considering additional loan of Rs. 4200 lakhs, The revised interest on loan would be as below.

(Rs. Lakhs)

	Loan
	2005-06
	2006-07

	Opening Loan
	192597
	187337

	Additional Loan
	14000
	17640

	Loan Repayment during the year
	19260
	20660

	Closing Loan
	187337
	184317

	Average Loan
	189967
	185827

	Interest on Loan @ 9.11%
	17306
	16929


The Commission approves interest of Rs. 17306 lakhs during 2005-06 and Rs. 16929 lakhs during 2006-07.

6.2.3
Depreciation

GETCO has claimed depreciation on the gross fixed assets as provided in the opening balance sheet.  The depreciation is worked out based on the rates specified in the Electricity Supply (Annual Accounts) Rules 1985.  The depreciation is claimed based on actuals for 2003-04, provisional accounts for 2004-05 and the projections for the years 2005-06 and 2006-07 based on the opening gross assets and average additions during the year for the respective financial year.  The rate of depreciation is considered at 5.56% for the years 2005-06 and 2006-07 as given below in Table – 8. 

Table - 8

Depreciation

(Rs Lakhs)

	Sl

No.
	Details
	2003-04 (Actuals)
	2004-05 (Provisional)
	2005-06
	2006-07

	
	
	
	
	(Projected)

	1
	Gross fixed assets
	372443
	402097
	402097
	430705

	2
	New additions during the year
	0
	0
	28608
	26714

	3
	Capital Expenditure in progress
	45534
	53537
	49748
	48234

	4
	Depreciation
	22234
	22353
	23148
	24686

	5
	Weighted average rate
	5.97%
	5.56%
	5.37%
	5.40%


The depreciation provisions projected by the company for the years 2005-06 and 2006-07 are Rs. 23148 lakhs and 24686 lakhs respectively.


Commission’s View


The Commission has examined the depreciation claimed by the company.  The Commission approves the gross fixed assets as provided in the opening balance sheet and additions during the year.  The rates at which the depreciation is claimed by GETCO are not acceptable to the Commission.  The Commission has specified in the Gujarat Electricity Regulatory Commission (Terms & conditions of Tariff) Regulations, 2005 that the Depreciation shall be computed as below.

· The value base for the purpose of depreciation shall be the historical cost of the asset
· Depreciation shall be calculated annually based on straight-line method over the useful life of the asset and at the rates prescribed by the Central Commission. 
Commission approves the depreciation based on the rates prescribed for transmission by the Central Electricity Regulatory Commission.  GETCO furnished the asset-wise details and depreciation rates based on CERC norms and accordingly the weighted average depreciation rate works out to 3.78%. Based on the depreciation rate of 3.78% the depreciation for 2005-06 and 2006-07 works out as given in Table-9 below.

Table-9

Assets Capitalization and Depreciation

(Rs in lakhs)

	Sl.No
	Details
	Approved by Commission

	
	
	2005-06
	2006-07

	1
	Gross Fixed Assets
	402097
	430705

	2
	New (average) additions during the year
	28608
	26714

	3
	Capital Expenditure in Progress
	49748
	48234

	4
	Depreciation @ 3.78% on (1+2)
	16280
	17290


The depreciation for transmission as projected by GETCO and approved by the Commission are given below in Table-10.

Table-10

Depreciation Projected by GETCO and Approved by the Commission

(Rs. Lacks)

	Year
	Projected by GETCO
	Approved by the Commission

	2005-06
	23148
	16280

	2006-07
	24686
	17290


6.2.4
Advance against Depreciation

GETCO has not asked for any advance against depreciation as the loan repayment during the year is less than depreciation claimed as detailed below in Table 11.

Table-11

Advance against Depreciation

(Rs. Lacks)

	Sl.No
	Details
	2005-06
	2006-07

	1
	1/10th  of loan
	19260
	18314

	2
	Repayment of the loan(s) as considered for working out interest on loan
	19260
	20240

	3
	Minimum of the above
	19260
	18314

	4
	Depreciation during the year
	23148
	24686

	5
	Advance against depreciation
	0
	0


Commissions View

The company has not claimed any advance against depreciation, as the loan repayment during the year is less than the depreciation claimed by them for the year.

The Commission has approved the depreciation according to rates prescribed by CERC and the depreciation works out to be less than the depreciation claimed by GETCO. In view of this, the loan repayment is more than the depreciation allowed for the year as below:

(Rs lakhs)

	Sl.No
	Details
	2005-06
	2006-07

	1
	Loan Repayment
	19260
	18314

	2
	Depreciation approved for the year
	16280
	17290

	3
	Advance against depreciation eligible
	2980
	1024


According to the regulations issued by the Commission the transmission licensee is eligible for advance against depreciation computed in the manner given hereunder:

“AAD = Loan Repayment amount as in Regulation 55 (I) subject to a ceiling of 1/10th of loan amount as in Regulation 53 minus depreciation according to schedule.

Provided further that advance against depreciation in a year shall be restricted to the extent of difference between cumulative repayment and cumulative depreciation up to that year.”

The company has come into existence from 1st April 2005. The cumulative loan depreciation is available in the opening balance sheet. But the cumulative repayments are not available upto that year.  The Commission therefore has not allowed any advance against depreciation for the years 2005-06 and 2006-07.

6.2.5
ULDC Charges

GETCO operates the state load dispatch center.  The unified load dispatch center scheme was executed by the Power Grid Corporation of India (PGCIL) and GETCO has to pay the charges for 15 years at the rate of Rs. 128 lakhs/month to PGCIL for participating in the unified load dispatch center.  The charges are effective from the financial year 2005-06.  GETCO has sought the approval of the Commission for the years 2005-06 and 2006-07.

Since the payment has to be made to PGCIL for establishment of unified load despatch center at RLDC & SLDCs in the region and the rates are approved by CERC, the payment of Rs. 1536 lakhs/year for the years 2005-06 and 2006-07 is approved by the Commission.

6.2.6
Return of Equity

It is submitted by GETCO that the equity was allocated to the seven successor entities of the erstwhile GEB based on the notified opening balance sheet as on 1st April 2005.  The return on equity earned during the year is considered as free reserve and is assumed as reinvested in the business to fund the equity component for the proposed capital expenditure and the return is evenly distributed during the entire year.

The company has claimed return on equity at the rate of 14% based on norms specified by the Commission. The return on equity is claimed for the equity provided in the opening balance sheet. The return on equity for the years 2005-06 and 2006-07 as claimed by the company is shown in Table - 12 below:

Table - 12

Return on Equity

(Rs Lakhs)

	Sl.No
	Component
	Return on Equity

	
	
	2005-06
	2006-07

	
	
	(Projected)

	1
	Opening Equity Capital
	192651
	196851

	2
	Additions during the year
	4200
	7560

	3
	Closing Equity
	196851
	204411

	4
	Average Equity
	194751
	200631

	5
	Opening free reserve 
	0
	27265

	6
	Addition during the year
	27265
	28088

	7
	Closing free reserve
	27265
	55353

	8
	14% return on Equity
	27265
	28088


GETCO has claimed return on equity at Rs. 27265 lakhs for 2005-06 and Rs 28088 lakhs for 2006-07.

Commission’s View

GETCO has become operative from 1st April 2005. As such it was not a separate entity during 2004-05 and held no equity capital during the 2004-05.  The return on equity of Rs. 26971 lakhs claimed by the company for the year 2004-05 is not allowed.  Hence the company has not generated any free reserves for investment during the year 2005-06 as equity capital.  The addition of Rs. 4200 lakhs to the equity capital during the year 2005-06 is also not allowed; correspondingly the return on equity during the year gets revised and consequently for the year 2006-07, as given in Table-13 below:

Table - 13

Return on Equity Approved by the Commission

(Rs. Lakhs)

	Sl.No
	Component
	Return on Equity

	
	
	2005-06
	2006-07

	
	
	

	1
	Opening Equity Capital
	192651
	192651

	2
	Addition during the year
	0
	7560

	3
	Closing Equity
	192651
	200211

	4
	Average Equity (1+3)/2
	192651
	196431

	5
	Return on Equity 
	19300
	19600


The Commission approves the Return on Equity for the years 2005-06 and 2006-07 as detailed below:

Return on Equity Approved by Commission

(Rs Lakhs)

	Year
	Projected Claim by GETCO
	Approved by the Commission

	2005-06
	27265
	19300

	2006-07
	28088
	19600


As mentioned earlier, the Financial Restructuring Plan (FRP) for the unbundled entities has to be finalized by the State Government. The final FRP may alter the notified opening balance sheets. The Commission may have to review the position that may emerge in the opening balance sheets of the unbundled entities. These financial numbers will have a major bearing on the operations, results and entitlements of the unbundled entities. Needless to say they will also impact on the operational costs of the unbundled entities and the resulting consumer charges. The Commission would have to take a view balancing the interests of all the stakeholders. Pending such detailed reviews, the Commission tentatively allows RoE at Rs.19300 lakhs for 2005-06 and at Rs.19600 lakhs for 2006-07 to provide additional investment in building up the additional transmission capacity and for system improvement. The RoE allowed is tentative and the Commission will take, in the next ARR exercise, an overall view covering all the unbundled entities. 

6.2.7
Operation and Maintenance Expenses

GETCO has claimed the Operation and Maintenance expenses under the following heads.

· Employee cost 

· Repair and Maintenance expenses

· Administrative and General Expenses

GETCO has not claimed the O&M charges based on the norms specified in Commission ’s regulations but followed a separate methodology detailed below:

It is submitted by GETCO that there were no separate books of accounts prior to 01-04-2005 for GETCO as the erstwhile GEB was maintaining the books of accounts, for the entity as a whole and the process of unbundling was then underway.  Based on the annual trial balances for different transmission system components for the last two years and allocated Headquarters expenses to GETCO, the figures for the financial year 2004-05 are considered as the base for projection for the year 2005-06.  The expenses for the year 2005-06 are taken as a base and are escalated by the specified percentage for the relevant expenditure had for the year 2006-07.

a) Employee Cost 

Employee cost comprises salaries, bonus, terminal benefits in the form of pension and gratuity, leave encashment and staff welfare expenses. GETCO has assumed that the employee costs would increase by 20% for the financial year 2005-06 and 10% for the financial year 2006-07. It is stated that this increase in salaries and allowances is mainly due to the merger of dearness allowance of 50% in the basic pay.  This has to be implemented based on Fifth Pay Commission report by GETCO.  Due to increase in basic pay, other allowances like HRA, which are linked to basic pay, will increase in similar proportion. GETCO, has therefore sought a 20% increase during 2005-06 and 10% increase over 2005-06 for 2006-07.

b) Repair and Maintenance

Repair and Maintenance (R&M) expenses are a function of and are directly related to 
the age and wear and tear of the assets.

GETCO has projected the Repair and Maintenance expenses at a growth rate of 10% for the years 2005-06 and 2006-07.  It is submitted that the request of 10% is made mainly due to vintage of GETCO’s transmission network, which requires to be maintained properly to serve the growing demand and ensure reasonable availability, reliability and quality of supply.  The R&M costs as a percentage of gross fixed costs are quite low at 0.69% for the year 2005-06 and at 0.71% for the year 2006-07.

c) Administration and General Expenses

Administration Expenses mainly comprise rents, communication expenses, professional charges, conveyance and traveling allowances and other debits.  Their growth is projected at 10% for the years 2005-06 and 2006-07.  It is submitted that the increase proposed is mainly to meet the inflation as well as increasing business requirements.

Considering the above aspects GETCO has projected the O&M expenses for the years 2005-06 and 2006-07 as detailed below in Table –14.

Table - 14

O&M Expenses

(Rs Lakhs)

	Sl.

No
	Details
	2003-04 (Actuals)
	2004-05 (Provisional)
	2005-06
	2006-07

	
	
	
	
	(Projected)

	1
	Employee Cost
	16462 
	17664

(7.3%)
	21197

(20%)
	23317

(10%)

	2
	R&M Costs
	2442 


	2630 

(7.7%)
	2893

(10%)
	3182

(10%)

	3
	Administrative and General Expenses
	2999 


	3142 

(4.8%)
	3457

(10%)
	3802

(10%)


Note: The figures in brackets indicate percentage increase over the previous year.

GETCO has also submitted that the O&M charges projected by them are far less than the O&M expenses allowable to the Transmission Company according to the norms specified by the Commission.  

Commission’s View

GETCO has requested 20% increase in Employee cost, 10% in R&M costs and in Administration and General Expenses for 2005-06; and 10%, increase under all heads for 2006-07.  The main reason for requesting 20% increase in employee cost for 2005-06 is the implementation of 50% DA merger in basic pay according to Fifth Pay Commission report for the State which results in increase in all pay related expenses.

It is seen that the increase in O&M expenses for 2004-05 over 2003-04, is about 7.3% in employee cost, 7.7% in R&M expenses and 4.8% in Administration and General Expenses. The increase of 20% in employee cost is mainly to cover the cost of  implementing DA merged scales etc and 10% increase in other heads is to cover inflation and increased business volume with the unbundling of the sector into separate corporate entities. There would be some increase in costs under employee costs, R&M and Administration and General Expenses on unbundling compared to normal increase, particularly in the employees cost due to implementation of 50% DA merged scales. The impact of this might be about 15% increase. Hence the following increase is allowed in O&M expenses during the year 2005-06.

	
	2005-06
	2006-07

	Employee Cost
	15%
	8%

	R&M Costs
	10%
	8%

	Administrative and General Expenses
	10%
	8%


The Commission therefore approves the following O&M expenses as given in   Table-15.

Table - 15

O&M Expenses Approved by the Commission

(Rs Lakhs)

	S.No
	Details
	2005-06
	2006-07

	1
	Employee Cost
	20314
	21939

	2
	R&M Expenses
	2893
	3124

	3
	Administration and General Expenses
	3456
	3732

	4
	Total O&M expenses
	26663
	28795


The Commission however proposes to review the norms for O&M expenses as the bulk of the GETCO’s network is at 66 kV and the O&M costs for 66 kV lines and substations would generally be relatively lower than on 132kV, 220kV and 400 kV lines.

6.2.8
Interest on Working Capital 

GETCO has projected the requirement of working capital on normative basis and worked out the interest on the working capital.  The norms specified by the Commission for working capital requirement are:

a) Operation and maintenance expenses for one month.

b) Maintenance spares @1% of the historical cost escalated at 6% per annum from the date of commercial operation.

c) Receivables equivalent to two months of transmission charges calculated at target availability level.

Rate of interest on normative basis equal to the short term prime lending rate of State Bank of India as on 1.4.2004.

GETCO has claimed the working capital as given in Table – 16 below:

Table-16

Interest on Working Capital

(Rs. Lakhs)

	Sl.

No.
	Particular
	Norm
	2004-05

(Provisional)
	2005-06

(Projected)
	2006-07

(Projected)

	1. 
	O&M Expenses
	One month
	1953
	2424
	2653

	2. 
	Maintenance Spares
	1% of Historical Cost

with 6% escalation
	3948
	4185
	4436

	3. 
	Receivables
	2 months
	15624
	16184
	16967

	4. 
	Total Working Capital
	-
	21525
	22792
	24056

	5. 
	Rate of Interest
	-
	10.25%
	10.25%
	10.25%

	6. 
	Interest on working capital
	-
	2206
	2336
	2466


GETCO has projected the interest on working capital at Rs.2336 lakhs for 2005-06 and at Rs.2466 lakhs for 2006-07.

Commission’s View:

The request of GETCO for working capital and interest on working capital at the interest rate of 10.25% is in line with the norms of the Commission. The approved Interest on working capital would be as below:

	2005-06
	Rs.2336 lakhs

	2006-07
	Rs.2466 lakhs


6.3
Other Income

GETCO has projected Income from other sources as detailed in Table – 17 below.

Table - 17


Details of Other Income


                                                                                                         (Rs in Lakhs)

	Sl.No
	Details
	2003-04 (Actuals)
	2004-05 (Provisional)
	2005-06
	2006-07

	
	
	
	
	(Projected)

	1
	Interest on Staff loans and advances
	176.52
	176.87
	185.72
	195.00

	2
	Income from Investments
	-
	0.02
	0.02
	0.02

	3
	Interest from Consumers
	132.79
	-
	-
	-

	4
	Income from Trading
	67.66
	504.03
	-
	-

	5
	Miscellaneous Receipts
	1159.37
	256.18
	268.99
	282.44

	6
	Total
	1536.35
	937.11
	454.73
	477.47


It is stated that other income for 2003-04 is actuals and income for 2004-05 is based on provisional accounts.  The Income for 2005-06 and 2006-07 is projected at 5% increase over 2004-05 and 2005-06 respectively.  The reduction is largely in trading since GETCO as the State Transmission Utility (STU) will not be undertaking trading. Miscellaneous income is mostly income on account of rent recoveries from employees and interest on advances to the employees, suppliers / contractors etc.

Commission’s View:

Commission considers the projections of other income as reasonable since a transmission company has limited sources for other income particularly when it cannot undertake trading activity.  The other income is approved at Rs.455 lakhs for 2005-06 and Rs.477 lakhs for the year 2006-07.

6.4
Annual Transmission Cost

The Annual Transmission charges as projected by GETCO for the year 2005-06 and 2006-07 and approved by the Commission are summarized below in table-18. 

Table-18

Annual Transmission Charges

(Rs. Lakhs)

	Sl.No.
	Particulars
	Projected by GETCO
	Approved by the Commission

	
	
	2005-06
	2006-07
	2005-06
	2006-07

	1. 
	Interest on Loans
	17113
	16565
	17306
	16929

	2. 
	Depreciation 
	23148
	24686
	16280
	17290

	3. 
	Advance Against depreciation
	0
	0
	0
	0

	4. 
	Interest on working capital
	2336
	2466
	2336
	2466

	5. 
	O&M expenses 
	27547
	30301
	26663
	28795

	6. 
	ULDC charges
	1536
	1536
	1536
	1536

	7. 
	Return on Equity 
	27265
	28088
	19300
	19600

	8. 
	Total Fixed Costs
	98945
	103640
	83421
	86616

	9. 
	Less expenses capitalized
	1840
	1840
	1840
	1840

	10. 
	Total Transmission cost
	97105
	101800
	81581
	84776

	11. 
	Other income
	455
	477
	455
	477

	12. 
	Total Transmission cost (net)
	96650
	101323
	81126
	84299


6.5
Annual Transmission Charges

The average loading capacity of the Transmission System, the Annual Transmission costs and transmission charges as approved by the Commission are given in Table-19 below.

Table - 19

Annual Transmission Charges

	Sl.

No
	Item
	Unit
	As Projected by GETCO
	Approved by the Commission

	
	
	
	2004-05
	2005-06
	2006-07
	2005-06
	2006-07

	1
	Average loading of the Transmission system
	MW
	7587
	8046
	8155
	8046
	8155

	2
	Net Annual Transmission Cost
	Rs Lakhs
	92809
	96650
	101323
	81126
	84299

	3
	Transmission Charges
	Rs/MW/

Day
	3351
	3291
	3404
	2762
	2832

	4
	Transmission Charges
	Rs/MW/

Month
	-
	100101
	103539
	84023
	86142


The Commission approves the following transmission charges for the year 2006-07

	Year
	Rs/MW/Day
	Rs/MW/Month

	2006-07
	2832
	86142


6.6
Other charges:

GETCO has requested the approval of the Commission to recover the following charges:

· Reactive energy charges.

· Wheeling charges.

· Operation and maintenance charges from dedicated transmission lines.

The charges proposed to be recovered are discussed below:

Reactive Energy Charges:

It is submitted by GETCO that some of the wind power generators are drawing reactive energy heavily from the system.  It is submitted that the wind generators especially of Dhanda and Manavadar areas have installed imported second hand machines and these machines are drawing reactive energy as high as 40% to 200% from the system.  Consumers or generators are not expected to draw reactive power from the system and they should provide reactive compensation locally to limit the reactive power drawal from the system.  The industrial consumers are expected to maintain certain power factor and are penalized if the power factor is low.

It is submitted that the wind generators are at present charged at 10 paise / kVRH.  It is stated that wind power generators prefer to pay this compensation instead of installing capacitors to improve power factor and reduce reactive power drawal.

Compared to the charges of 10 paise / kVARH levied by GETCO, some other states are charging for reactive energy as below:

	Andhra Pradesh
	 10 paise / kVARH

	Karnataka
	40 paise / kVARH

	Madhya Pradesh
	27 paise / KVARH

	Maharashtra
	25 paise / kVARH

	Tamil Nadu*
	30 paise / kVARH Rs.1.00 / kVARH


* Charges are based on level of reactive energy drawal.

GETCO proposes to charge the following rates.

	20 paise / kVARH
	For drawal of reactive energy at 10% or less of the net active energy exported.



	40 paise / kVARH 
	For drawal of reactive energy of more than 10% of the net active energy exported.


It is also stated that out of 240 mU generated by wind farms in Gujarat only, 24 mU are purchase by GEB/DISCOMs and the balance energy goes into captive consumption.

GETCO requested that the reactive energy charges should be made applicable to wind Generators, IPPs and CPPs.

M/s Indian Wind Energy Association (InWEA) and Laghu Udyog Bharati have opposed the recovery of reactive energy charges. It is submitted by them in their written objections and also during pubic hearing that GETCO as a State Transmission Utility have to prepare the transmission plan based on demand forecast to meet the future demand and that such transmission plans should take into consideration the active and reactive power flows in the system.  The transmission plan has to consider the “reactive compensation” requirement of the grid.  All these have to be covered by the transmission charges to be collected and there should not be separate recovery for reactive energy charges.  They have also argued that Indian Electricity Grid Code 2005 has stipulated that the rate for charge / payment of reactive energy exchange shall be 5 paise/ kVARH w.e.f. 1.4.2006 and shall be escalated at 0.25 paise / KVARH every year.  During the public hearing it was agreed by the representatives of InWEA that some old Wind Generators are drawing reactive energy from the system. However they added that the new machines are not drawing reactive energy and infact even supply reactive power to the system.  Such generators, they argued should be rewarded.

Commission’s View:

The Commission has considered the submission of GETCO in proposing the increase in reactive energy charges and also the objection raised by the Indian Wind Energy Association and Laghu Udyog Bharati.

Wind Generators or Consumers are expected to provide adequate reactive compensation locally to minimize the Reactive Power drawal from the system. Reactive power flow on the system increases the transmission loss, affects the system stability and may result in grid disturbance. The Commission considers that there is justification for recovery of reactive energy charges by GETCO.  Other State utilities are also levying such charges. The charge indicated in the National Grid Code for reactive energy exchange will not be applicable in this case, and the Commission approves the following charges, subject to procedures to be followed by GETCO according to agreement.

	10 paise / KVARH
	For the drawal of reactive energy at 10% or less of the net energy exported. 



	25 paise / kVARH
	For the drawal of reactive energy at more than 10% of the net active energy exported.


The reactive energy charges shall be applicable to wind energy generator and CPPS, who are also consumers and not to IPPs, which are generating companies.

In regard to the request of the Wind Generators Association that generates which supply reactive energy to be rewarded, this will be reviewed to based on the practices being following in other States and the National Policy and decision will be taken.

GETCO has not indicated the revenue likely to be recovered from the charges.  Whatever revenue is realized that should be taken under other income so that the transmission charges would be reduced to that extent.

b) Wheeling Charges:

GETCO propose to enhance the recovery of wheeling charges.  In Gujarat, according to the policy of the state Government, wheeling charges are recovered at 4% of the energy wheeled and this is permitted for wheeling to two HT industrial connections.  This also includes wheeling losses.  It is submitted by GETCO that since most of the wind power generators have opted for wheeling option, wheeling charges need to be reviewed to relieve the additional burden on the utility especially since the actual losses are considerably higher than 4%.  It is proposed that the wheeling charges for them should be in line with the wheeling charges for captive power plants and / or at actual losses at various voltage levels.  The charges will be in kind according to actuals; no charges in cash are proposed since wind is a non-conventional energy resource.  

The impact of these charges has not been included in the calculation of transmission charges.

The India Wind Energy Association and Laghu Udyog Bharati have opposed the increase in the wheeling charges. It is submitted by them that since transmission losses of GETCO are only 4.39% for 2005-06 and 4.27% for 2006-07 there is no justification to increase the wheeling charges to more than 4%.  They have also submitted that since power flows by displacement, the assertion that the wheeling losses will be high is unjustified.

Commission’s View:

Since it is a policy of the Government of Gujarat to recover 4% of wheeling charges for wheeling wind energy and as the Commission has accepted this position in its various orders, the Commission is of the view that the wheeling charges should not be enhanced.  The Commission does not approve the proposal to raise the wheeling charges from the present 4%.  The wheeling charges will be at 4% only and will be recovered in kind, as at present. 

c) Operation and Maintenance Charges from Dedicated Users of Transmission 

     Lines:

It is submitted by GETCO that according to open access Regulations of CERC the users of the dedicated Transmission lines are required to pay the operation and maintenance charges at the rates specified “under the CERC Regulations for the terms and conditions for determination of tariff for generation and transmission”.

GETCO proposes to recover such charges from the dedicated transmission lines in Gujarat and seeks the approval of the Commission.

Commission’s View:

The existing practice may continue for the present. This comments will be examined and take an appropriate decision separately.

7.  Directives 

7.1 The following Directions are issues:

Directive – 1: Transmission Plan

GETCO shall prepare transmission plan for XI Plan Period and submit for approval of the Commission.  The plan shall cover (i) the transmission lines required for evacuation of power from new generating stations coming up in the State and input points of PGCIL to transmit the power to various load centers in the State (ii) System augmentation required  to improve the reliability of the system, reduce the loss, and improve the voltage levels etc. The transmission plan shall be supported by cost benefits analysis.

Directive-2:  Energy Audit

GETCO is managing transmission system covering 400, 220, 132 and 66 kV voltages.  High accuracy meters shall be provided on all the feeders to assess feeder wise loss, transformation loss at each sub-station. This will help in identifying high loss feeders / areas to take corrective action to reduce the loss.  The energy audit will also bring up whether the meters provided for EHV consumers (66 kV and above) are functioning properly.

The status of providing meters on all the feeders, the analysis of the data obtained based on meter readings, voltage-wise and feeder-wise losses and feeders which have high level of losses and action initiated to reduce the loss shall be submitted to the Commission  by 30th September 2006.

Directive – 3: R&M Transmission System

It would be necessary to refurbish the transmission system including replacement of conductors on certain transmission lines, upgrading of transmission lines, replacement of aged, obsolete switch gear etc.  Action Plan for the R&M of transmission system shall be submitted to the Commission  by September 2006.

Directive – 4: Modernization of State Load Dispatch Centre

With the unbundling of GEB, providing open access on transmission system, and proposed introduction of intra-state ABT, the role of State Load Despatch Centre will be critical in managing the system.  Action shall be taken for modernization / augmentation  of the Load Despatch Centre if any required to meet the requirements.

Directive – 5: Data Management

With the providing of open access on transmission system, the users of transmission system may require on line data on the capacity margin available on the transmission system periodically shall be made available on line to the users of transmission system.

It is understood that there is a proposal to allocate the power purchase agreements (PPA) to various DISCOMs and GUVNL and also introduction of intra-state ABT requires enormous data made available to all stakeholders.  GETCO /  SLDC shall compile all the data required and make it available to all stakeholders for smooth operations of system.  Action taken shall be reported to the Commission.

Directive – 6: Audited Accounts

GETCO shall submit the Audited Accounts for the year while filing the tariff petition in future.

Directive – 7: Metering

GETCO shall install 0.2 class meters suitable for ABT at the interface points for accounting the energy supplied to the DISCOMs since DISCOMs handle 11 kV and below.  It would be fairly large number of interface points (supply points) between GETCO and DISCOMs and it would be necessary to provide metering at all the inter-face points.  GETCO and DISCOMs may joint identify the metering points and provide required number of meters.  The details of interface metering points and status of metering shall be provided to the Commission.

Directive – 8: reactive Compensation

GETCO shall provide adequate Reactive Compensation by installing static capacitors etc. to meet the reactive Power requirements of the system to improve the voltage levels and reduce Transmission Losses. 

COMMISSION’S ORDERS

The Commission approves the Transmission charges for GETCO for 2006-07 as below:

	Annual Transmission Cost
	Rs.84299 lakhs

	Transmission charges Rs./MW/Day
	Rs.2832 

	Transmission charges Rs./MW/Month
	Rs.86142


This order shall come into force with effect from 1st April 2006.  


Sd



     Sd



      Sd
  G Subba Rao


  K P Gupta


  Man Mohan

    Chairman



    Member 


     Member

Annexure – 1

News Papers in which Public Notice was published.

1.
Times of India

-
16/01/2006

2.
Sandesh

-
16/01/2006

Annexure – 2
Organizations and Persons filed objections

1. Laghu Udyog Bharti, Ahmedabad

2. Indian Wind Energy Associations, New Delhi

3. Gondal Chamber of Commerce and Industry, Rajkot

4. Federation of Kutcl Saurastra Chamber of Commerce and Industry, Rajkot

5. Shri Pravin Chandhra M. Tanawala, Surat

Annexure – 3
Organizations and persons participated in public hearing

1. Indian Wind Energy Associations, New Delhi

2. Laghu Udyog Bharti, Ahmedabad

3. Gondal Chamber of Commerce and Industry, Rajkot
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