CHAPTER- 3

OBJECTIONS AND HEARINGS

3.1 The Ahmedabad Electricity Company Limited (AEC) had initially submitted Tariff Application dated December 18, 2000 to the Commission for the approval of the proposed revision of Tariff for electricity supply under Section 29 of the Electricity Regulatory Commissions Act, 1998.
3.2 As mentioned in Chapter-1 Para 1.6, the Commission had issued Public Notice on January 14 and 16, 2001 in the following Dailies inviting objections and suggestions, within 30 days of the date of the issue of the same.

(i) The Times of India 

(ii) The Economic Times

(iii) The Indian Express

(iv) The Asian Age

(v) The Gujarat Samachar

(vi) The Sandesh

(vii) The Jansatta

(viii) The Sambhav

3.3 On requests by certain objectors, the Commission was obliged to extend the date for filing the objections till February 28, 2001. This was also publicised in the above said Dailies in their issues dated February 10, 2001.

3.4 In response to the Public Notice, as many as 60 objections were received from individual consumers as well as consumer organizations including the Ahmedabad Municipal Corporation (AMC) and the Consumer Education Research Society (CERS). The list of the objectors is given in the following table.

Table 3.4: List of Objectors

	Sr. No.
	Name of Party

	1
	Gujarat Chamber of Commerce & Industry, Ahmedabad

	2
	Consumers Protection & Action Committee, Ahmedabad

	3
	Consumer Education and Research Society, Ahmedabad

	4
	Ahmedabad Municipal Corporation, Ahmedabad

	5
	Institute of Cost & Works Accountants of India

	6
	Electricity Mazdoor Sabha,, Ahmedabad

	7
	Gujarat Mazdoor Parishad, Ahmedabad

	8
	Jan Sangharsh Manch, Ahmedabad

	9
	Ahmedabad Mill Mazdoor Union, Ahmedabad

	10
	Indian National Trade Union Congress (Guj.), Ahmedabad

	11
	Vatva Industries Association, Ahmedabad

	12
	Gujarat State Coop. Housing Finance Corpn. Ltd, Ahmedabad

	13
	Odhav Industries Association, Ahmedabad

	14
	Laghu Udyog Bharati (Gujarat), Ahmedabad

	15
	Hari Om Market Owners Association, Ahmedabad

	16
	Gujarat Rajya Dhobi Mahasangh, Ahmedabad

	17
	The Ahmedabad Grain Merchants Assocn., Ahmedabad

	18
	Paldi Nagrik Mandal, Ahmedabad

	19
	Prajapati Brahmakumar Ishwarya Vishwa Vidyalaya, Gandhinagar

	20
	Industrial Goal, Ahmedabad

	21
	Shanti Shah, Ahmedabad

	22
	Himanshu Hiralal Kothari, Ahmedabad

	23
	Lubi Electricals Ltd., Ahmedabad

	24
	Jagannath M. Sharma (and others), Ahmedabad

	25
	Rasikbhai Khodidas Patel (and others), Ahmedabad

	26
	Madhusudan Kumar, Ahmedabad

	27
	Rajanikant Prataprai Shukla, Ahmedabad

	28
	Youth Hostel

	29
	Shekharbhai jayant, Ahmedabad(Oral Representation)

	30
	Y.G. Goswami, Ahmedabad(Oral Representation)

	31
	Jitendra Agrawal, Ahmedabad(Oral Representation)

	32
	Gujarat Small Scale Spinners Association, Ahmedabad

	33
	Samagra Vasita Dhobi Seva Samaj, Ahmedabad

	34
	Arbudanagar Odhav Vikas Mandal Association, Ahmedabad

	35
	Chimanbhai Mehta (Ex-MP), Ahmedabad

	36
	Gujarat Grahak Suraksha Kendra, Ahmedabad

	37
	Mukesh Jayantilal Shah, Ahmedabad

	38
	Ahmedabad East Zone Grahak Suraksha Samiti, Ahmedabad

	39
	Gujarat Cold Storage Association, Ahmedabad

	40
	Upendra Keshavlal Joshi, Ahmedabad

	41
	The Ahmedabad Sizing Association, Ahmedabad

	42
	Gujarat Electricity Board, Vadodara

	43
	Ahmedabad Vijli Grahak Mandal, Ahmedabad

	44
	Ahmedabad Diamond Assocition, Ahmedabad

	45
	Consumer Protection and Disputes Redressal Forum, Ahmedabad

	46
	Quick Action Vigilant Citizens of Gujarat, Ahmedabad

	47
	Ahmedabad Powerloom Owners Association, Ahmedabad

	48
	Narendra Textile, Ahmedabad

	49
	M/s. Jalaram Textile, Ahmedabad

	50
	M/s. Usha Textile, Ahmedabad

	51
	M/s. Ambika Textile, Ahmedabad

	52
	Jayant Textile, Ahmedabad

	53
	Rajnikant P. Shukla, Ahmedabad

	54
	Jitendra Chimanlal Patel, Ahmedabad

	55
	Rajendra Gupta, Ahmedabad

	56
	The Gujarat Dye Stuffs Manufacturers' Association, Ahmedabad

	57
	Anami Applications- 2 nos.

	58
	Confederation of Indian Industry, Ahmedabad

	59
	Mardia Steel Ltd., Ahmedabad

	60
	Gandhinagar Shaher Jagrut Nagrik Parishad, Gandhinagar

	61
	Western Railway, Vadodara


3.5 The Commission held public hearings on the following dates with prior intimation to various objectors:

(i) March 22, 2001

(ii) March 23, 2001

3.6 In the meantime, the AMC approached the High Court of Gujarat on March 19, 2001 to seek interalia the following reliefs.

(i) to command the Government of Gujarat to appoint the Chairperson of Gujarat Electricity Regulatory Commission in accordance with Section 17 of the Electricity Regulatory Commissions Act, 1998.

(ii) to command the Gujarat Electricity Regulatory Commission to decide the petitioner's application dated February 22, 2001 in accordance with law.

(iii) To command the Gujarat Electricity Regulatory Commission to provide to the petitioner all the copies of the objections/suggestions filed by various parties and to command the Commission to furnish to the petitioner certified / authenticated / true copies of additional written statements / replies / objections / suggestions to the AEC’s proposed Tariffs received from parties other than the petitioner, and 

(iv) to stay, pending the hearing and final disposal of this petition, further proceedings in case No.34 of 2000.
3.7 The High Court of Gujarat, under the Orders and Judgment dated April 16, 2001 declined to grant the said reliefs to the AMC but directed that a reasonable time of not less than seven days shall be given to AMC to file their objections etc.
3.8 The AMC filed the  Letters Patent Appeal (LPA) No. 343 of 2001 on April 20, 2001 before  the High Court of Gujarat, praying  that the Order passed by the High Court on April 16, 2001 be set aside and the Commission be restrained from proceeding further with the hearing of the application of the AEC.  

3.9 In the said Proceedings (the LPA No. 343 of 2001) a Division Bench of the High Court of Gujarat under the Orders dated April, 30, 2001 directed the State Government to appoint a Chairperson and in the meanwhile stayed further proceedings of the Commission.  The Chair person came to be appointed on July 6, 2001.

3.10 The Commission thereafter scrutinized the Tariff Application filed by the AEC and found a number of lacuna and inconsistencies in the application. The AEC was directed to submit additional data and information to remedy the shortcomings. 

3.11 In the above process, considerable time was lost and FY 2001-02 was well under way and the data on actuals for FY 2000-01 would have become available. As such, the Commission decided to consider the projections for FY 2002-03 also. In the course of the hearing on September 7, 2001, the Commission directed the AEC to submit the data for FY 2002-03. Further, the AEC was directed to submit data on actuals for FY 2000-01 along with the revised estimates for FY 2001-02. The AEC submitted the above data and information on October 29, 2001. 

3.12 Based on the above said information, objections and suggestions were again invited from those who had earlier submitted the same against the Tariff Application. Subsequently, the Commission held public hearings on the following dates:

Table 3.12: Dates of Hearing
	Month
	Dates

	December 2001
	3,4,6,8,18,21,29,31

	January 2002
	1,8,9,23

	February 2002
	1,7,8,11,12,13,14,15,16,22,25,26,27

	March 2002
	6,7,13,14,15,21

	April 2002
	1,4,29

	May 2002
	13,16

	June 2002
	4,5,6,7,10,11,15,17,18,19,20,21,26,27

	July 2002
	6,9,15


(i) 
(ii) 
(iii) 
(iv) 
(v) 
(vi) 
(vii) 
(viii) 
(ix) 
(x) 
(xi) 
(xii) 
(xiii) 
(xiv) 
(xv) 
(xvi) 
(xvii) 
(xviii) 
(xix) 
(xx) 
(xxi) 
All objectors were given the opportunity of being heard in person, during the public hearings. 

3.13 The Commission have carefully considered various suggestions and objections received along with the rejoinders filed by the AEC. As already evidenced, these proceedings have had their share of legalistic and procedural objections. Some of the objections are common while others are specific to individual objectors. To the extent possible, common objections have been treated together not only for simplicity and ease of reference, but also for continuity of thought, reasoning and the decisions thereon. 

3.14 Legal and procedural objections

The AMC had urged for the rejection of the Petition of the AEC on the technical contention that the same is not supported by an affidavit duly sworn/affirmed as per the Regulations  (GERC (Conduct of Business ) Regulations 1999) and  had alternatively prayed for time to file the reply against the amended Petition. 
3.15 The Commission under the Orders dated December 6, 2001 disposed off the above objections, holding that:
(i) The AEC shall file the supporting Affidavit in conformity with the Gujarat Electricity Regulatory Commission (Conduct of Business) Regulations, 1999 on or before 7th December, 2001. 

(ii) It would be open for the AMC to file the reply within a period of seven days thereafter, namely, on or before December 14, 2001.

(iii) The AMC cannot be said to be entitled to be impleaded as a party in the proceedings before the Commission.

(iv) It is neither necessary nor expedient to grant an opportunity to the AMC to cross-examine any person or Officer of the AEC.

3.16 Common Contentions /Objections and Issues

The Contentions/Objections centred around the issues like:-

1) Transmission and Distribution loss.

2) Fuel Cost.

3) Fuel Cost Adjustment (FCA) charges.

4) Purchase of power.

5) Cost of power purchase.

6) Employee cost.

7) Tariff related issues.

8) Quality of service.

9) Complaints about meters.

10) Discrepancies in data.

11) Unqualified management.

12) Corruption in the AEC
3.17 Transmission and Distribution losses

3.17.1
The consumers in general have objected to the high transmission and distribution losses as projected by the AEC as compared to the BSES and certain other utilities. They have urged that the T&D losses of the AEC should not be more than 8% to 10%. 
3.17.2
The AMC, in specific, has pleaded that the proposal of the AEC to bring down the T&D losses to 16.43% in the FY 2002-03 which is a meager 1% reduction over the previous years is not reasonable and that the AEC should bring down the T&D losses to 12%. The CERS has also pointed out that the T&D losses for the FY 1999-00 are 11.50% for the BSES as compared to 18.31% for the AEC. The CERS has strongly objected to the expected improvement of only 0.19% in the T&D losses in the FY 2000-01 as inadequate.

3.17.3
The AEC have contended that the T&D losses in most of the State Electricity Boards were above 30%. They have claimed that the losses are not directly comparable in view of the fact that the basis for the calculation of T&D losses differs from one utility to another. Giving the example of the BSES, the AEC have argued that it is believed that the BSES measures the losses downstream of 33 kV distribution feeders whereas, the AEC calculate the loss for the whole system. 

3.17.4
Further, the AEC have stated that there are a number of factors, which affect the losses in a distribution network and these are like share of sale to high tension consumers, LT/HT cable ratio, load density, level of power theft etc. The AEC   any how admit the need to bring down the losses and have assured that, full efforts are being made to reduce them.
The Commission shall deal with this aspect in the paragraphs 5.12 to 5.26 of the Chapter- 5 of the Tariff order.

3.18 Fuel Cost 

3.18.1
Various consumers have argued that the AEC ’s claim, of striving to adopt a fuel policy that seeks to minimize the  fuel cost, in power generation, is belied by the fact that they have increased the cost of fuel by: 

(i) drastically reducing the quantity of domestic coal and increasing the estimated quantity of imported coal,

(ii) artificially increasing calorific value of the domestic coal and reducing calorific value of imported coal, and

(iii) reducing the generation of power during the year 2001-02

3.18.2
The AEC in their reply have stated that, due to difficulty in getting domestic coal they have to rely on imported coal. Imported coal is also being preferred due to techno-economic and environmental factors. The increase in fuel cost is mainly due to increase in transportation cost and the basic price of domestic coal. 

3.18.3
The AEC have also argued that as far as the imported coal is concerned, after initially experimenting with South African Coal with high calorific value and the high cost, now, due to its non-availability, the AEC have started using Indonesian Enviro Coal. In terms of calorific value the difference between domestic coal and imported coal is marginal but the latter scores on environmental benefits. Imported coal has only 2% ash and 0.2% sulphur, leading to lower ash generation and lower SOx, NOx and particulate matter in the emissions. Further, it leads to lower maintenance cost of ball mills and reduces the possible downtime.

3.18.4
The Commission examined these issues with great concern for deciding on the permitted expenditure on fuel for the AEC as being reflected in paragraph 5.12 to 5.58 of the Chapter- 5 of the Tariff order. 

3.19 Fuel Cost Adjustment (FCA) Charges

3.19.1
Various consumers have raised objections regarding the formula, under which the AEC adjust their fuel cost and have pointed out that the fuel cost adjustment is very high as compared to the per unit cost, permissible under the formula. 

3.19.2
The AMC have said that at present the AEC is taking one time account of fuel cost fluctuations by merging the highest noticed fuel cost in the energy charges without subjecting the same to FCA monthly formula. This formula recovers any increase in the fuel costs but does not provide relief for any decrease in the fuel cost, and no care is being taken in this respect. 

3.19.3
The CERS has pointed out that, the multiplying factor used to derive FCA charges cannot be treated as constant as its components are variable. Further, the CERS has claimed that the heat rates used in the multiplying factors are higher than the actual heat rates of each of the generating stations.

3.19.4
The AEC have replied by saying that it has been the AEC’s constant endeavour to control the cost of fuel, the quantity of fuel consumed in various stations and to ensure proper fuel mixture for optimal plant performance. It has been claimed that despite such efforts on their part, the following reasons would account for variations in FCA:

(i) Consumption of liquid fuel and the resultant expenditure due to complete stoppage of the natural gas supply.

(ii) Fluctuations in the prices of indigenous and imported coal.

(iii) Variations in the railway freight and import duties.

(iv) Variations in excise and taxes on liquid fuel.

(v) Quantum of purchase of electricity from the GEB.

(vi) Devaluation of Indian currency.

3.19.5
Further, the AEC have stated that the FCA formula is dependent on the cost of fuel, mix of fuel, mix of generation and import of power. The formula ensures that only the effect of change in the delivered price/cost of fuel gets reflected in the FCA formula whereas the inefficiency, if any, in the consumption of the fuel is not included in the FCA. The FCA is being worked out each month on the basis of the generation and fuel cost data of the previous month in accordance with the formula in existence.

3.19.6
Under the approach adopted by the Commission, to determine the Tariff, the Commission have fixed the prudent level of expenditure permitted as fuel cost. The details are at paragraph 5.59 of the Chapter-5 of the order. As discussed in paragraph 5.60 of the order the existing FCA formula as well as the fuel cost adjustment methodology would, therefore, be abolished. Any how it shall be obligatory on the part of the AEC to approach the Commission, within, a period of three months from the date of this Tariff Order, for the fixation of the F.C.A Formula, by way of a Petition, with all the necessary data and upon it being done, the Commission shall decide the matter in accordance with law. 

3.20 Import/Purchase of Power

3.20.1
Various consumer groups have argued that it is the duty of the AEC as the generating and distribution licensee to provide for generation of power commensurate with its Maximum System Demand (MSD) rather than resort to more expensive practice of power purchase from the GEB. The AMC has specifically drawn the attention of the Commission to the section XVII (10) of the VI schedule of the Electricity Supply Act, 1948 and argued that the expensive power purchase should not be resorted to and the expenditure incurred thereon, should not be taken as expenses properly incurred.
3.20.2
The AEC have stated that generation facilities have not been augmented in Ahmedabad after the commissioning of Combined Cycle Power Plant in Vatva in 1992 and revamping of other stations in 1998 primarily due to limitations of land availability, long term water shortages and environmental concerns, and that they can not, despite the said reasons, be compelled to go for the increased Generation Capacity. The AEC have further stated that the peak duration portion of the load curve has the load factor of about 20% to 25%. No new station can operate at such low load factor and still compete in price with the base load. They have explained with the example that the cost of new generation works out to be costlier than the marginal cost of import.
3.20.3
This issue is covered in the general approach of the Commission, for determining the Revenue Requirement in the Chapter- 5 of this order. Moreover, wherever the availability can be increased most economically through reduction in the system losses, the AEC have been directed to achieve the same, through loss reduction measures. This view of the Commission have been elaborated in Chapter- 5 of this order.
3.20.4
 However, at this juncture also it requires to be appreciated that  there is no assurance that any fresh generation capacity by the AEC would produce cheaper power than, that available from the existing generation capacity on the grid and  the need for addition of capacity within the AEC  area needs to be reconciled with the environmental concerns. Section XVI(10) of the VI Schedule of the Supply Act, 1948 deals with the "standard rate" of return payable on the capital base and does not stipulate any requirement that a utility must generate  all the power it supplies. 
3.21 Cost of Power Purchase 

3.21.1
Relating to the cost of Power Purchase under present arrangement, the AEC pay Rs.3.20 per unit to the GEB on import of power and is paid Rs.2.25 per unit of power sold to the GEB. It is urged before the Commission that such a dichotomy in rates is unjust and inequitable.

3.21.2

The AEC have said that it is true that it now pays Rs.3.20 per unit as grid tariff to the GEB for purchase of power and in fact the average cost of purchase is estimated at Rs.3.91 per unit after taking into account demand charges and peak hours charges for the FY 2001-02. The AEC on this issue have therefore requested for parity between the rates of the power purchase and sale.

3.21.3
The Commission have ruled on Tariffs for sale of grid power by the GEB in the Tariff order dated October 10, 2000. For sale of electricity from the AEC to the GEB, the Commission’s findings are at paragraph 6.34 of the Chapter- 6 of this Tariff order.

3.22 Employee Cost 

3.22.1
Objections have been raised against the high employee cost and various incentives being given to the employees of the AEC. It has been argued by the objectors that as there is no increase in installed capacity and, also, because computerisation has been done at a heavy capital cost, there is no justification for adding more personnel to the work force. 

3.22.2
The AMC specifically have contended that the AEC have diverted huge funds by declaring high dividends and paying exorbitant salaries, emoluments, perquisites and allowances to its management and higher echelons of the staff but it has not made the required investments in its generation capacity and in the transmission and distribution systems. The Gujarat Chamber of Commerce and Industry (GCCI) has suggested that the financial impact of VRS of Rs.18 Crores should not be charged in one year but  should be amortized over a period of 5 years, otherwise the consumer will be burdened with an enormous  increase in Tariff.

3.22.3

The AEC have taken up a stand that the total employee strength has been reduced from 5085 to 4658 from FY 1997-98 to FY 2000-01, and they have made a provision of Rs.18 Crores each for FY 2001-02 and FY 2002-03 towards VRS. If these figures for VRS are deducted from the estimated employee cost, then the increase in employee cost would be negligible and the remaining increase can be justified on the grounds of increase in DA and the Annual Increments. 

3.22.4
The Commission have dealt with this issue in the paragraph 5.66 to 5.71 of the Chapter- 5 of the tariff order.

3.23 Tariff Related Issues

(i) Tariff philosophy

Some of the objectors have stressed  that the Tariff should not be based on the inflated expenditure, but should be based on the cost of supply of electricity at an adequate and improving level of efficiency and for this the Commission should not  allow the licensee costs, expenditures, losses etc., which reflect uneconomical and wasteful expenditure by the licensee.

(ii) Impact of tariff increase

The GCCI and CII have emphasized that at a time when the trade and industry of the City and the State (Ahmedabad and Gujarat) are already reeling under severe economic crisis, resulting from recent devastating earthquake and global economic slowdown, such a massive hike in Tariff by the AEC will further hit the economy of the State and will reduce the Competitive Character. 

Many consumers have pleaded for the parity with the Tariff of the GEB. These representationists have   stated that the consumers of the city of Ahmedabad may be domestic users, shop-keepers or industrial units have consistently demanded, since last several years, that they should get electricity at the same rates and on the same conditions as the other people in the State who are being supplied electricity by the GEB. 

(iii) Need for tariff revision

Various consumers have expressed the view that the claim of the AEC for Tariff revision on the ground that its clear profit is below reasonable return is absurd as the AEC can earn reasonable returns if they cut down on their improper and inefficient expenditure structure. 

(iv) Withdrawal of prompt payment discount

Various consumers have pointed out that the AEC’s proposal for withdrawal of prompt payment discount will be counter-productive, as people will not prefer to pay within the prescribed time frame, causing delays in recoveries of the Consumer’s Bills.

(v) Cross subsidization of tariff

Various consumers have argued that there is a dire need to rationalize the existing tariff structure. Currently, the residential consumers consume about 30.7% while the commercial consumers consume 12.5% of the total electricity whereas their share in revenue is 23% and 15% respectively. So far as industrial consumers are concerned LT industries sector consumes about 22.4% of power whereas their share in revenue is 24.3% while HT consumers consume about 27% of power whereas their share in revenue is about 30.10%. This uneven burden on different sectors of consumers reflects cross subsidization which is not justifiable and requires to be remedied.

The AEC argue that the last Tariff revision took place in February 1998, i.e. four years ago whereas in the SEBs such as MSEB, GEB, APSEB, TNSEB, Orissa SEB etc. Tariffs have been revised a number of times during this period. 

Moreover according to them, they are not earning the due Reasonable Return and the proposal for revision in Tariff before the GERC has been pending for over a year. 

The need to rationalize Tariff structure has been understood by the AEC and changes have been proposed as per the Tariff Application.

The Commission have dealt with these issues in Chapter- 6 of the Tariff order.  The Commission would however like to highlight the fact that the suggestion of consumers for parity of rates with GEB is contrary to economic logic because even in the proposed Tariff of the AEC, the rates are less than those in the existing tariff of the GEB. For example, in the GEB Tariff structure, the lowest slab rate for domestic category is Rs.2.70 per unit, whereas in the AEC, proposed lowest slab rate for domestic category is Rs.2.65.  Similarly the highest slab rate for the GEB is Rs. 4.70 per unit, whereas in the AEC it is Rs.4.50 per unit.

3.24 Quality Of Service

3.24.1
The Gujarat Chamber of Commerce & Industry (GCCI) has complained that there have been 3 to 5 blackouts per year during the last few years, apart from the fluctuations in frequency of power and voltage drop. Moreover, occasional load shedding, delay in restoration of power supply in times of natural calamities and periodical power shortages in summer, create a lot of problems and cause damage to customer appliances. 

3.24.2
Some Industry Representatives have pointed out that the increase in frequency and voltage of supply has resulted into higher consumption and higher billing. These consumers have also pointed out that the variations in frequency and voltage of supply are not within the permissible limits specified under the Indian Electricity Act, 1910.

3.24.3
 The AMC have said that the AEC have so far failed to provide, maintain and strengthen transmission system and have given no indication of action taken by it to maintain a stable voltage level.  The AMC have also argued that due to power purchase from the GEB, the reliability and quality of power supply deteriorate.

3.24.4
 In this context, the AEC have said that they have already focused on these issues vide Chapter- 5 of the Tariff application and have also listed its initiatives in Chapter- 6.
3.24.5
In the context of frequency and voltage of power, the AEC have argued that they being one of the constituents of the Western Region Electricity Board (WREB) operate their   system in parallel with the electrical system of the GEB, the MSEB, the Goa Electricity Department and the MPSEB. Therefore, they cannot control the frequency in isolation as it depends upon the total system requirement in the WREB. 

The AEC have further stated that due to persistent shortfall   between generation and demand, the frequency remains below 50 Hz during different times of the day.

3.24.6
 The Commission is of the opinion that a lot requires to be done in this direction and that the AEC should take all necessary steps and/or suggested initiatives for the betterment of the services.
3.25 Complaints about the meters

3.25.1
There is a wide-spread complaint from the Consumers that due to the replacement of the meters, their electricity bills have gone up substantially mainly on account of the fast running of the meters. It has been represented that if the variation in voltage is greater than 6%, the meters run faster by 10% to 100%. The GCCI has also suggested that there should be a third party agency to certify the accuracy of the meters before installation.

3.25.2
Similarly, the AMC have also drawn the attention of the Commission to the Indian Electricity Act, 1910 and the Indian Electricity Rules, 1956, which contain provisions with respect to the meters and have pointed out that if the slow running of meters is causing revenue loss, the negligence is on the part of the licensee and not the consumer.  Thus it becomes the duty of the AEC, as a licensee to prevent revenue loss, and also to prevent power losses, instead of penalizing the consumers through a Tariff hike.

3.25.3
 The AEC have stated that they have no intention to charge beyond what is consumed by any consumer and they are obliged to install and maintain correct quality apparatus at the consumer end. Regarding the metering problems, the AEC have said that they have already focused on these issues vide Chapter- 5 of the Tariff Application and have listed the initiatives at Chapter-6 of the Tariff Application.

3.25.4
The Commission is of the view that by and large the electronic meters are accurate. However, if there is a concern regarding their accuracy, then the consumers can get the meters independently tested in the laboratories certified by the Office of the Electricity Inspector. Moreover, the AEC in cooperation with CERC have an establishment, ofcourse quite a recent one, for the amelioration of the grievances of the Consumers regarding faulty meters.

3.26 Discrepancies in Data 

3.26.1
Some consumers of Ahmedabad have pointed out that there are several discrepancies in figures in annual accounts vis-à-vis the application. The specific discrepancy mentioned is on the T&D losses, which are shown as 18.83% in annual accounts for the FY 1999-2000 whereas the same have been shown as 18.31% in the Application.

3.26.2
The AEC have clarified  that the table showing T&D loss and the power supply position on page 92 mention that the T&D loss of 18.31% indicated in the application does not include transformation loss, whereas the T&D loss of 18.83% in annual accounts of FY 1999-2000 reflects the total loss, i.e. loss, including the transformation loss.

3.26.3
In the opinion of the Commission the explanation provided by the AEC should be taken as sufficient.


3.27 Unqualified Management

3.27.1
A number of consumers were of the view that the Affidavit verifying the AEC’s Application for upward revision of Tariff should have been sworn in by an Electrical Engineer, who could testify regarding the technical data, statements made in the application, and this should not have been left to the Executive Director (Finance). In the same way they have contended that the selection of the Fuel should not have been left to non technical staff but must have been assigned to the technical people concerned with the actual Power generation.  
No response has been received in this respect from the AEC.

3.27.2
According to the Commission, the filing of the Affidavit in the instant case is not inconsistent with the provisions of the Section 27, 29(1), 29(2), 29(3) and 29(4) of the Gujarat Electricity Regulatory Commission (Conduct of Business) Regulations 1999. The Commission is of the opinion that the objection in this regard has no relevance. 

3.28 Corruption in the AEC

3.28.1
Objections have been raised that there is a widespread corruption in the AEC due to which honest consumers have to bear the burden of high Tariff.  It has been also argued that the AEC is losing revenue from the consumers, who pay the corrupt employees of the AEC in place of the actual bills. 

3.28.2
The AEC have admitted that some of their staff may be involved in diversion of energy but they are willing to improve upon this situation through various measures and have said that they have already focused on these issues at Chapter- 5 of the Tariff Application and have also listed the initiatives in Chapter- 6 of the same. 

3.28.3
In Chapter- 5 paragraph 5.6.9 of the Tariff Application the AEC have stated that the vast majority of the AEC employees are honest, loyal and dedicated to serve the consumers and abhor such practices and the AEC is committed to eliminate any such practices by any of its employees or contract workers and that they have taken a very serious view of the matter and do take prompt and severe disciplinary actions. Consumers are requested by the AEC to provide confidential and discreet cooperation to assist the AEC in eliminating this problem.

3.28.4
In the view of the Commission such diversion of energy contributes to inefficiencies in the system through higher T&D losses, which would result in unfair burden on honest consumers. Therefore, any connivance of the AEC Staff in such practices should be dealt with most severely. The AEC should take all the necessary steps to improve upon the internal administration and supervision systems, to ensure that such behavior is efficiently deterred.

OTHER SPECIFIC ISSUES AND OBJECTIONS

3.29 Tariff for Railways

3.29.1
The Western Railway drew the attention of the Commission to the Karnataka Power Transmission Company Limited (KPTCL)’s circular dated 24.01.2001 regarding billing system adopted for the Railway quarters availing LT bulk supply. The Railways have submitted that the billing for energy should be done at the slab rate for the average energy charges obtained by dividing the bulk consumption by the number of houses rather than treating them as a bulk consumer. The Western Railway has also referred to, the Delhi Vidyut Board (DVB)’s special tariff structure for Railway colonies.

3.29.2
They have also requested that there should be increase in grace period for paying bill from 10 days to 30 days as the time available is too short to arrange payment and sometimes even the bills are not received in time. Further, the Western Railways have requested that they should be exempted from paying security deposit as they are paying all the bills without any default, whatsoever.

3.29.3
The AEC have urged that at present they provide the benefit of slab in energy charge to all individual residential consumers. However to provide this benefit to individual railway employee a separate connection for each consumer is required.  
Further more as per the “Condition of Supply & Miscellaneous Charges” which is approved by the Government, the grace period for making payments of energy bills by consumers cannot be changed. The AEC would be and is entitled to recover additional security deposit per kW of contract demand as per the “Conditions of Supply & Miscellaneous Charges”.

3.30 Procedural issues raised by the Electricity Mazdoor Sabha (EMS)

3.30.1
The Electricity Mazdoor Sabha situated at Ahmedabad, claiming to be the registered Representative Trade Union of the Employees working with the AEC and the Electrical Industry have preferred to participate in the Tariff fixation process right from the beginning. Their contention before the Commission was that they are entitled to participate in the Proceedings in dual capacity i.e as a Trade Union and also as a consumer of the AEC.  

3.30.2
The Commission have permitted the EMS to participate in the Proceedings without any barrier.  The EMS had also asked for certain other and further particulars from the AEC.  After a rather lengthy hearing of the matter, the Commission had come to the conclusion that certain materials from amongst the long list claimed by the EMS should be furnished to them by the AEC.  The EMS were not satisfied with this orders and therefore they had preferred to move the Commission by the filing of a Review Petition. The said Review Petition   has been disposed off.

3.30.3
The net result of the above said process is that the EMS has been able to obtain on the record of the Commission certain particulars which according to them were absolutely necessary for the fixation of the Tariff.  

3.30.4
Having dealt with the above said procedural part, the Commission should now concentrate upon the actual contentions raised by the EMS.  
We have perused the contentions raised by the EMS before us.  It should not escape the notice of the Commission that simultaneously, the Ahmedabad Municipal Corporation (AMC) have also raised various objections on the ground that they are not only a consumer of the AEC but happened to be one of the big consumers paying substantial revenue to the AEC.  
It would be appropriate if the Commission takes in to consideration the contentions raised by the EMS, AMC, CERS, and others simultaneously. 
3.31 Contentions on behalf of Electricity Mazdoor Sabha (EMS)
3.31.1
 The Commission proposes to analyze the contentions/objections presented before the Commission by the said parties.  Firstly, coming to the contentions being raised by the EMS, it appears that their say is as under:-


(a) The EMS has the Locus Standi in the Proceedings.
(b) Several  “Statutory Provisions” are to be kept in mind while deciding the Tariff Application (TA)

(c) The Tariff Application presented is not maintainable as the same is not in conformity with the Act & the Regulations.

(d) The Prayers prayed for are vague.

(e) The AEC can not approach, simultaneously, the Commission and the Govt. for amendments in existing Conditions of Supply (C.O.S).

(f) The Tariff Application is premature in view of the appeal pending before the Central Government for reviewing the rate of calculation of Reasonable Return (RR).

(g) Supporting Affidavits are not in conformity with the Regulations.

(h) There is “Non transparency" with respect of the number of sub stations in the Tariff Application. 

(i) Break up of the Employee strength is not reliable. 

(j) There is no transparency in the Tariff Application, and in the AEC’s case regarding the Reasonable Return and the Clear Profit (C.P)

(k) The AEC’s submissions regarding consumers’ services are not transparent.

(l) There is no transparency in the AEC’s submissions regarding the audits of Sabarmati and Vatva stations.

(m) There is no transparency in the Figurative Data regarding the units sold. 

(n) There is no transparency in the AEC’s submissions regarding erosion in profit due to built-in Cross-Subsidies.

(o) The AEC’s submission in respect of the period of shut down of Coal Fired Stations is not transparent but is contradictory.

(p) There are Major and Material Differences in the figures of Employee Cost and the Gross Profits.

(q) The say of the AEC regarding Man Power Cost is non transparent and shows non-economical functioning. 

(r) The AEC is not functioning efficiently and economically resulting in the high cost of Fuel.

(s) The AEC can’t be allowed to approach the Commission once again for the approval of revised FCA Formula. 
(t) The figures regarding T& D losses in the AAR should be believed in preference to the figures provided in the Tariff Application. The high level of T& D losses is one of the most important factor for costly electricity.

(u) The Tariff Application should be rejected because the AEC can not be permitted to harass the consumers for the AEC’s inaction. 

(v) The AEC should be directed to recover its outstanding to the tune of Rs. 116.71 crores before they come for the revised Tariff. They should also cut down heavily on their T& D losses at least by 3% per year. 

3.32 Contentions on behalf of the Ahmedabad Municipal Corporation
3.33  (AMC)

(a)
The  Ahmedabad Municipal Corporation ( AMC) in their two Replies Vol I & Vol. II and  the written submissions  have contented that:-

(b) The AEC have not dealt with or replied to AMC’s all contentions and submissions and in particular those relating to the AEC’s estimate of Capital Base & Reasonable Return.

(c)
There should be separate Tariff for Ahmedabad City Area and Gandhinagar Area of supply of the AEC.

(d) The AMC is a consumer in a class by itself and is entitled to a Preferential Tariff.

(e) If GERC gives retrospective effect to the Tariffs to be determined in this Proceedings, the same shall create considerable hardship and complications. 

(f) The AEC’s differential cost of Power Purchase over its cost of generation is not expenditure properly incurred.

(g) The AEC’s estimates of Fuel Costs are inflated and their prayer for dispensing with FCA altogether but seeking liberty to approach GERC for approval of revised FCA at appropriate time to recover incremental fuel cost arising due to the increase, in landed cost of fuel, can not be granted.

3.34 Contentions on behalf of the Consumer Education and Research Society (CERS) 

(a)
The AEC have not provided complete factual details as asked for by them and that the AEC should supply the figures of expenditure incurred on Generation, Transmission and Distribution separately. 

(b) The AEC had conducted energy audit and the Report thereon should have been made public. 

(c) The Commission should bench-mark various parameters with the standard norms for easy comparison.
(d) Direct the AEC not to include Repair and Maintenance and Miscellaneous expenses in Fuel Cost Adjustment charges.

(e) Direct the AEC to consider Actual Heat Rate as per Energy Audit Report of ERDA.

(f) Direct the AEC to improve performance of C and B Stations.

(g) Direct the AEC to close down loss making divisions of the Company.

(h) Direct the refund of money collected from Coal India & Western Railway for supplying short receipt /interior quality of coal.

(i) Direct Gas Authority of India to supply gas regularly and uninterrupted, with immediate effect. 

(j) Direct the AEC to reduce the tariff by 21.7 paise/unit as stated above. 

(k) Direct the AEC to collect arrears from Coal India & Western Railways for previous years and keep in a separate account for refund to consumers.
3.35 Contentions on behalf of the Gujarat Chamber of Commerce and Industry (GCCI)

(a) When there is no increase in Generation the sizable increase in depreciation cost is not justified. 

(b) There should be special concessional Tariff for Charitable, Educational and Religious Public Trusts. 

3.36 Contentions on behalf of Youth Hostel 

(a) The Youth Hostel should not be charged at the commercial rates and the AEC should be directed to reduce the Tariff to Domestic rates as per the directives of the Ministry, Human Resources Development. 

3.37 Contentions on behalf of Consumer Protection and Action Committee 

(a)
Bills should be prepared in such a manner that the same could be understood by the common consumer. There should not be the meter charges, but the consumers should be allowed to install their own purchased meter.  There should not be Fuel Cost Adjustment Charges. Fixed charges should be sliced down by 50% along with the Government taxes to be treated in the same manner.  The depreciation claimed by the AEC is not by about 75% than the allowable one.  The T& D loss limit should be defined by the Commission and should not allow this loss at more than 5% and if there is excess, then the same should be borne by the AEC. On the spot billing and monthly payment of the bill should be allowed.
3.38 Contentions on behalf of Gujarat Electricity Board (GEB) 
3.37.1
The Commission should reject the prayer of the AEC regarding Barter Exchange of Power with the GEB, mainly on the grounds that there is a vast difference in the quantity of the import-export of power and as such cost comparisons are neither possible nor meaningful and that the AEC is found to be unable to utilize the Registered/ Contracted demand with the GEB, and that the Commission  should reject the proposal for computation of the co-incidental Demand for  billing purpose, as the same is not in consonance with the provisions contained in the Electricity Act  1948 on the basis of which the “Maximum Demand” is calculated with the fact that the AEC have not plains of increasing generating capacity  commensurate with either the existing demand or the estimate future demand. 

3.37.2
Ordinarily we could have considered these objections coming from the GEB at a later juncture but as we have done in relation to certain other objections, here also we express our opinion by saying that while determining the Tariff for all consumer categories, including the Grid Tariff, the Commission have been guided by the Principles, as outlined in the ERC Act 1998 accepting the Principle of the cost of supply of Electricity.  We would like to act in unison with the said Principle. Therefore, while determining the tariff for supply of power by the GEB to the AEC, the Commission had taken into account mainly the consideration of cost of supply. The same consideration has prevailed with the Commission in determining the cost of power supplied by the AEC to the GEB. In any case, since the tariff for the GEB has already been decided and the charges to be recovered from the AEC for supply of power have already been reckoned in the revenue requirement, it is not possible to revise that tariff in the course of these proceedings. Similarly, the issue of charging co-incidental demand requires wider study of the costs involved in this case as well as similar cases, which may be available across the network of supply by various utilities being regulated by us. Any change in present arrangement is also likely to affect the revenue requirements of the GEB which is determined on this basis. In our view, therefore, this matter should be legitimately taken up by the AEC with all the supporting data as well as the cost details in the course of exercise of determination of tariff of the GEB. In these proceedings, however, we are unable to accept this contention of the AEC.
3.37.3
The Commission, moreover, recognizes that it may be possible for the two Utilities to arrive at mutually beneficial arrangements provided they do not affect the Tariff of their other consumer categories. 
3.37.4 One more say coming from the AEC which has an impact on the revenue requirement of the GEB should also be dealt with here. In their prayer in para 14.4 of the Tariff Application, the AEC have prayed that the GEB’s revised Grid Tariff to the AEC be made applicable from the date on which the revision of the AEC Tariff to its consumers is made applicable. It may be recalled here that when the GEB’s revised Grid Tariff was decided in our Order dated 10.10.2000, the AEC approached us with a prayer for interim orders to allow them to amend the FCA formula for the complete pass on the import cost. Although the Commission did not agree to such a prayer, in an interim order dated 08.02.2001in petition no. 37/2001 we have ordered that the AEC will continue to charge FCA as per pre-revised position with the GEB to enable them to pass on the cost of import to the consumers. Thus, the major difficulty of the AEC arising out of the new Grid Tariff was resolved and they were able to pass on the FCA to the consumers as before. Since the increase Grid Tariff applicable to the AEC was not substantially higher than what was prevalent before and as the cost of import of power now forms a part of the revenue requirement, it does not appear to be necessary to link the Grid Tariff now with the date of effect of the revised Tariff of the AEC. In these circumstances, we do not consider it necessary to change the date of application of the Grid Tariff, which has already been decided.
3.39 The Commission have recorded the contentions as stated above, along with the particulars of the persons or body of persons raising them, as the Commission is of the opinion that, they are raising specific questions which would go to the route of the process of Tariff fixation.  We should make it clear that over and above, the said objections, we had, during the course of the protracted hearing of these Proceedings, the advantage and benefit of hearing other persons and organizations also.  

3.40 Gujarat Mazdoor Parishad has raised series of questions regarding the energy charge and the increase in the Fuel Surcharge and the pilferage of the energy by the people and the persons working under the AEC.  Jan Sangharsh Manch have  complained regarding the inferior service and have prayed for not granting the FCA in future and to reduce the unnecessary expenditure by the management and have urged that the consumers should  be entitled to install their own energy meters.   Ahmedabad Mill Mazdoor Union (INTUC) have urged with great emphasis that Ahmedabad consumers should not be compelled to pay more with a view to accommodate Gandhinagar consumers. They have urged for the appropriate directions to the State Government for not collecting the electricity duty and the sales tax.  The Indian National Trade Union Congress, Gujarat   have contended that hard steps should be taken to collect the outstanding amounts and that the domestic category should be rationalized.  The Vatva Industries Association being dis-satisfied with the data submitted by the AEC have also said that the energy Audit Report has not been presented which would hinder the process of tariff fixation.  They complain of very high T& D losses making a comparison with other Utilities. They have the objection against the FCA Formula, actual fuel cost, the Heat Rate, and the method and the manner of blending the domestic coal with the imported coal.  The Gujarat Co-op. Housing Finance Corporation Ltd have urged that the Fuel Surcharge should be rationalized and the Fuel Cost should be rationalized and minimized. The Odhav Industries Association have also practically raised the very same contentions and have expressed their grave concern regarding the fuel cost and the FCA. They are also worried regarding the very high rate of T& D losses.  

3.41 We should take notice, in specific, of the contentions which have been raised by the Confederation of Indian Industries (CII) who have voiced a grievance that Tariffs in Gujarat are the highest in the Country and that the Tariffs should be brought down with a view to help the industry and that we should carefully examine the Capital Base, the Reasonable Return, the Income and Expenditure and Clear Profit etc. as have been suggested by the AEC.  They have given the details regarding the generation result in the Power Stations of the GEB and the AEC. They have also said that while fixing the Tariff, only the expenditure properly incurred must be taken into consideration and other irrelevant actual expenditures, “should not have any value before us”. Their say is that the generation capacity of the AEC should be increased, so that the AEC would not be required to purchase the power at a high cost. 

3.42 Certain other Industries, Parishads, Mandals and Associations also by their representations and oral arguments have expressed similar views.  We do not propose to reiterate them as they are significantly being covered in the contentions listed by us in  great details. 

3.43 Any how a special reference requires to be made to the say coming from Shri Shanti Shah, a Photo Journalist stationed at Ahmedabad, contained more specifically in his two communications, one dated 22nd Sept. 1999 and the other one dated 28th Feb. 2001. We would like to point out that the earlier one came to be received by the Office of the Commission even before the Tariff Application came to be filed. Upon a reading of these two communications it appears to us that the grievances made by Shri Shah relates to the faulty meters, dishonesty on the part of the AEC staff, especially engaged in meter reading and billing, theft of Power, inaction on the part of the vigilance staff and careless planning of their economic affairs by the AEC.  We may only say that such grievances are voiced by other consumers also and we propose to give necessary directions in this respect, separately wherever required.

3.44 Contentions on behalf of the AEC 
The AEC have approached with the Principal Prayer of the determination of Tariff and have presented their case, section wise, duly supported by the necessary details. Each of the say of the AEC, relevant and material to the decision of these Proceedings shall be discussed and appreciated at the relevant juncture to come to specific conclusions. Any how, the reactions coming from the AEC, against the say of the above said objectors, may require a brief notice at this stage. 

3.45 The AEC while replying the objections/contentions have said as under:-

(a) The AEC is well seized  of the problem regarding T& D losses and the theft  of power, have made extensive studies and investigations into the causes, factors, reasons etc for the same and have been endeavoring to plug each of the leakages responsible for the present status of the losses.

(b) The comparison of T& D Losses of other utilities, with those of the AEC appears to be an exercise between incomparable.

(c) The issue of theft of power is of a grave concern obliging the Central and the State Governments to recommend or take stringent actions and the theft should not be viewed as the problem of the AEC alone.  Moreover, the AEC have been able to identify the areas of the possible sales gap.

(d) The AEC have taken necessary steps for upkeep and installation of better quality of meters.

(e) The AEC’s existing and proposed Tariffs can not be said to be on a higher side, merely on the basis of the comparison of the same of other utilities, without taking into consideration, the quality of supply, the main thrust being on the availability and the reliability of the supply.

(f) The indigenous coal carry with them a very high ash content and the AEC’s adopted methodology of coal-blend or coal mix has proven merits and can survive even during erratic supply of indigenous coal.  The AEC have proposed the pass through of import cost. They have also pleaded that the heat rate shown in the Tariff Application should be recognized. 

(g) It is a known fact that the AEC meet the gap between generation and demand by import, and the Load Profile of the AEC is such that the demand charge will increase without the increase in energy charges. 

(h) Different Tariff for Ahmedabad and Gandhinagar can not be envisaged after 30 years of continuous practice (during the year 1969 to the year 2002) of uniform rates.  Moreover, Statutory provisions also do not contemplate such a proposition. 

(i) The AEC is required to have a stand by arrangement to buy the Power in the event of any contingency arising from forced outages of plants.  The import has been planned in such a way that they may not be required to pay a single rupee by way of excess demand charge though at the same time the power drawn is in excess of 60% of the Contract Demand through out the year.

(j) Adding the Power Generating Capacity is a proposition which does not appear feasible, regard being had to the paucity of land, water and further looking to the fact that it would require a huge capital investment the recovery of which shall have to be effected through Tariff, the principle being that adding of  the Generation Capacity would result in further  investment and would reflect in Tariff and most importantly this is a Techno-Commercial  Decision  to be taken by the AEC, based upon various considerations. 

(k) Merger of the F.C.A. with the Tariff has a very good advantage of ensuring that because of its bi-directional character the benefit of reduced cost will pass over to the consumers. 

(l) The Deferred Tax Liability is a mandatory liability and the amounts provided thereon, be taken into account as an item of cost. 
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