CHAPTER- 7

ORDERS

7.1
We have already considered the material placed before us by the applicant, the Ahmedabad Electricity Co. Ltd., as well as the views presented in writing as well as in the course of hearing by a number of objectors as well as the State Government on various issues involved for determination of various prayers contained in the petition. Our views on various issues involved and the reasoning leading to various decisions have been discussed in the foregoing Chapters of this order. In view of what has been mentioned in earlier Chapters we now order as follows:
7.2
The electricity tariffs in the area of the license to the Ahmedabad Electricity Co. Ltd. are hereby revised at the rates and subject to the terms and conditions mentioned in the Annexure. The new tariffs will be effective from 1st August, 2002.

7.3
The following directions are also issued to the AEC.

(1)
Complains about fluctuation of voltage and frequency:
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. (Refer para no. 3.24.6)
(2)
Theft of electricity:
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 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. (Refer para no. 3.28.4)

(3)
Faulty Meters:

The AEC shall have to be consistently conscious of the matter, with a view to weed out this and other complaints of the similar nature. It will also be helpful if the consumers are properly informed about the arrangements made for attending to the complaints about faulty meters and their attention is also drawn to provisions of S.26 of the Indian Electricity Act, 1910 to the effect that they can have their own meters, if they so desire. The AEC may lay down appropriate procedure, enabling the consumers to install their own meters. (Refer para no. 4.26)

(4)
Consumers’ Grievances:
Moreover we would direct the AEC to follow this course and to find out other inbuilt mechanism to see that consumers’ complaints are attended immediately, and the quality and continuity of the supply is maintained, and if there are   any complaints of excess billing, they are resolved without undue delay. (Refer para no. 4.29)

(5)
T&D Losses:
The Commission directs the AEC to provide a detailed time bound Programme indicating in detail the various measures that it intends to initiate to reduce the T&D loss. This Programme should detail the cost benefit analysis of various schemes, their tenure, implementation strategy and expected results. It should also detail as to how the AEC would ensure that the benefits of these schemes are not neutralized through loss elsewhere or frittered away over a period of time. Quarterly progress on the achievement may be regularly sent to the Commission. (Refer para no5.26)

(6)
Heat Rate for ‘C’ Station:
The Commission directs that energy audit test may be got conducted by BHEL, CPRI, CEA or any other reputed organization to determine the best heat rate that can be obtained for ‘C’ station. (Refer para no. 5.49 (ii))

(7)
Fuel Cost:
We expect the AEC to make all out efforts to reduce the cost of fuel, reduce the losses due to transportation and grade slippage and pursue the claims of such losses with Coal India and Railways vigorously. Our attention has been drawn by the CERS on the Energy Audit Report given to the AEC by ERDA, pointing out the potential for substantial savings. Since the Energy Audit was got conducted by the Management itself, we are confident they will initiate follow-up measures to achieve this saving of energy. We would like the AEC to send us a detailed report on the action taken to implement various suggestions in this report. (Refer para no. 5.58)

(8)
Formula for Fuel Cost Adjustment:
In order to enable the Commission to prescribe an appropriate arrangement for adjustment of variations in the fuel cost, the company may approach the Commission within a period of three months with an appropriate formula to compute such a fuel cost adjustment along with details of basic value of the variables on a specific date. The formula for fuel cost adjustment, which is being operated at present, is hereby abolished and will not be operated by the company with effect from the date of issue of this order. (Refer para no. 5.60)


Hereinabove, we have expressed our view that any Formula for Fuel Cost Adjustment should be so designed as to enable it to operate bilaterally, so that the probable decrease in the Fuel Cost also could be passed on to the consumers, just like the increase therein. The very same is the philosophy which would form the basis of this direction.

(9)
Preparation of Load Forecast:

We direct the AEC to undertake an exercise to prepare the load forecast for the coming five year period, clearly identifying the sources from which it proposes to meet the increasing demand in these years. The results of this effort may be intimated to the Commission. (Refer para no. 5.62)

(10)
Energy Saving Measures:
In the meanwhile it would be a good strategy for the AEC to concentrate on demand side management and encourage all consumers to save energy. We suggest that the AEC may bring up incentive schemes for energy saving and widely circulate information in this regard to all the consumers. Every unit saved will reduce the need for purchase of power, thereby benefiting all. At the same time the company should continue the efforts to locate cheaper sources of power, so that growing demand can met without undue impact on the cost of supply. (Refer para no. 5.62)

(11)
Merit Order Despatch:
Considering the approved variable cost of Generation and Power Purchase, the AEC should arrange their operation from time to time in such a manner as will result in the least cost of supply to the consumers.  In other words procurement should be ordered in the ascending order of the variable cost, subject to contractual commitments with GEB. (Refer para no. 5.64)

(12)
Formula for Power Purchase Cost Adjustment:
We direct the AEC to approach us with a formula for the power purchase cost adjustment on the similar lines as the Fuel Cost Adjustment formula mentioned in Para 5.60  above within a period of three months from the date of issue of this order. (Refer para no. 5.65)


This direction will take care of the anxiety on the part of the Commission to ensure that the Formula works bilaterally and that any decrease in the Power Purchase cost might also be passed over to the consumers, just like the increase in the same.

(13)
Approval for Capital Expenditure:
As mentioned above, some objectors had raised the issue regarding the increase in amount of depreciation claimed by the company. We feel that apart from the numerical aspect of applying rate, the value for money aspect of depreciation needs to be taken into account from the rate payers' point of view. We are, therefore, of the view that although the depreciation is an admissible expenditure in the revenue requirements, we must be satisfied about the propriety and usefulness of the assets acquired. This can be usefully done if the capital expenditure is properly examined at a stage before it is actually incurred. It is necessary to ensure that the expenditure is incurred on assets which are necessary and useful and which contribute towards improvement of efficiency of supply or service to consumers. In order to ensure this objective we direct as follows: - (Refer para no. 5.89)

a. The total expenditure proposed to be incurred by the company after issue of these orders in the course of each financial year may be divided into two parts. The routine expenditure relates to providing new connections and extending/improving/strengthening of existing net work. This may be called Non-discretionary Capital Expenditure. The company needs to intimate to the Commission the amount of such expenditure along with details of work carried out and their cost to the Commission every quarter. 

b. The other expenditure, which may be called Discretionary Capital Expenditure, will require prior scrutiny by the Commission. The company should send a proposal for approval in case of such expenditure along with the items of Agenda placed before the Board of Directors and their approval as well as the views of the Audit Committee thereon. This may be sent in the form of petition requesting the Commission’s approval. Such expenditure may be incurred only after receiving the Commission’s approval. The proposal sent to the Commission should include detailed justification with utility of expenditure involved as well as the cost benefit analysis. 

(14)
Recovery of Bad Debts:
The Commission is of the view that the AEC should make every effort to recover such debts and no efforts should be spared for the same. Efforts should also be made to ensure that recurrence of bad debts is reduced and that the erring parties do not stand to gain from the Company. (Refer para no. 5.93)

(15) 
Cost of Supply for each Consumer Group:
We direct the AEC should have a system of detailed cost analysis, compiling the costs of generation, transmission, distribution and supply. After adopting rational and reasonable criteria for allocation of these costs across the various groups of consumers, the cost of supply for each consumer group should be worked out. The AEC should present the costs based on the above principles, while submitting their application for the revision of tariff on the next occasion. In the meanwhile, the Company will appraise the Commission of the progress in this direction, after a period of six months of the issue of this order. (Refer para no. 6.10)

7.4
The company shall send quarterly action taken report in respect of each of the directions mentioned in para 7.3 above. 

7.5
In response to the prayers contained in para 14.2 of the Tariff Application, the AEC will approach the Commission within a period of three months with a formula for Fuel Cost Adjustment as well as for the adjustment of cost of power purchase as mentioned in the direction No. 8 and 12 in para 2 above. 

7.6
The Commission is not able to accept the prayer to consider the off-set of any export of power by the AEC against the import of power and vice-versa. The cost of export has been separately decided by the Commission in this order. The Commission is also not able to accept the prayer of the AEC to make the revised grid tariff of GEB applicable to the AEC from the date from which the revision of the AEC tariff to its consumers is made applicable. GEB’s revised grid tariff will be made applicable from the date prescribed in the tariff order for GEB issued on 10.10.2000.

7.7
The Commission is also unable to accept the prayer of the AEC for the GEB’s demand charge to be passed on the co-incidentally recorded demand at all the supply points. The demand charges will continue to be charged by GEB as at present. 
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