
CHAPTER –4

ISSUES

4.1 The Commission have preferred to enlist various objections, suggestions and recommendations coming from the various categories of consumers hereinabove. A study in detail, of the above said material would go to show that, there has been the repetition and the overlapping. Some of the issues, raised by the consumers, or the consumers' groups, do not appear to be relevant or germane to the main or basic question before the Commission, namely the determination of the Tariff, according to the Tariff Philosophy, as envisaged under the present statutory framework.

4.2 The Commission, therefore, is of the opinion that, only those contentions, which appear to be basic for the determination of the Tariff should be examined on their merits and should be decided accordingly, so that we can proceed ahead to examine the related aspects of the Petition, with the necessary accuracy, and can examine other related question at appropriate juncture with numbers and figures.

4.3 Main Issues.

In the opinion of the Commission, the following would be the main issues emanating from the objections, contentions, suggestions and recommendations made by the consumers and their groups.

(1) The Tariff Application is not in proper Format and thus is not maintainable in Law, and deserves to be rejected on that count alone. 

(2) That the Tariff Application is not maintainable as the AEC have approached the Government for certain amendments in the “Conditions of Supply and Miscellaneous Charges” and that the matter is pending before the Government. 

(3) The Tariff Application suffers from the vice of Non-transparency and that the data furnished therein is not reliable and should not be accepted by the Commission. 

(4) The consumers stationed at Gandhinagar should be made to pay higher Tariff as compared to that for Ahmedabad.

(5) The expenditure incurred for supplying Power to Gandhinagar should not be recognized as the expenditure properly incurred.

(6) The expenditure for providing Power to Gandhinagar, which can not be said to be the expenditure properly incurred should not be passed over to the consumers of Ahmedabad, in form of higher Tariffs.

(7) The most proper ratio of blending of the indigenous and imported coal appears to be 70:30. The expenses incurred in excess of this requirement for the purchase of imported coal can not be said to be the expenditure properly incurred and such excess expenditure 
(8) should be disallowed.
(9) The AEC should maintain the level of T&D losses at 12%. In effect the higher level of losses have resulted in the need to purchase power, excess realisation from tariff and waste of generation capacity. The expenses incurred for the purchase of such power also should not be accepted as the expenditure properly incurred and that the AEC should be under an obligation to go for expanding their Generation Capacity. 

(10) The existing meters are faulty; they run fast and do not register the exact consumption by the consumers. 

(11) The AEC have not strived to achieve a consumer-service-oriented approach leaving thousand of consumers to untold sufferings, to which the AEC never pay any heed. 

4.4 After having enlisted the main issues, which according to us, require to be examined and decided on the basis of material made available to the Commission, in light of different statutory provisions, we proceed ahead to examine each of them on their own merits. 

4.5 It has been urged with great emphasis before us, not only by the AMC and EMS, but other consumers also, that the Tariff Application is not in the proper format and therefore is not maintainable and deserves to be rejected on that count alone.  We have examined this question carefully and have perused the progress made in making the Tariff Application in consonance with the appropriate format as said by us in Chapter –1 para – 1.12.   During the hearing held in December, 2001, the AMC had raised the contention that the Tariff Application filed by the AEC is not in conformity with the Regulations framed under the Act.  After hearing the parties we have, under the Orders dated December 6, 2001, directed the AEC to file the supporting Affidavit, which would be in conformity with the requirements of the Regulations within the time frame.  Under the directions issued by the High Court of Gujarat under the Orders dated April 16, 2000, the AMC was also given a time of seven days to submit their replies, after the supporting Affidavit was brought to the requirement under the Regulations. The AEC have filed the required Affidavit within the time frame and later on the AMC has filed their replies.  In view of this fact and situation, we are not able to conclude that the present Tariff Application is not in a proper format and is not maintainable under Law and deserves to be rejected on that count alone. 

4.6 It has been the contention of various consumers, including the AMC that the Tariff Application is not maintainable as the AEC have also approached the Government for the revision in the “Conditions of Supply and Miscellaneous Charges” and that the same is pending before the Government.  

4.7 It is true that falling in line with the earlier procedure, the AEC had in fact approached the Government for the revision in the “Conditions of Supply and Miscellaneous Charges”. But it is not in dispute that the said Application has not been decided by the Government.   It appears that the same was lying with the Government unprocessed when the ERC Act 1998 came into being.   After the above said development, one has to look at the provisions contained in Section- 22 of the ERC Act, 1998 which makes it obligatory for the State Commission to discharge certain functions, including the determination of the Tariff.  In view of this we are not inclined to accept the above said contention coming from the consumers especially the AMC and to hold and decide with that present Tariff Application would not be maintainable before us. 

4.8 It has been urged with vehemence that the Tariff Application suffers from the vice of non-transparency and that the data furnished therein is not reliable and should not be accepted by the Commission. We have heard this contention coming from consumer to consumer and have tried to find out as to whether there would be any substance in the allegation which would make the Tariff Application non-transparent, on which we would not be able to place reliance.  But, upon doing the exercise as a whole, we are satisfied that the Tariff Application projects all the required features of data, before us and that the Commission would be in a position to decide the Tariff Application on merits. 

4.9 We have pointed out here in above, in Chapter-1, para – 1.14 and onwards that on analyzing of the data submitted by the AEC, the Commission had felt duty bound to ask for several clarifications regarding the issues arising from the data submitted by the AEC.  On certain occasions, we had felt that we should ask for other and further material from the AEC, which would be relevant and germane to the decision of the Tariff Application.  The Registry of the Commission was required to write letters and to fax several messages to the AEC, asking for additional information and material. Our efforts in this direction have been noticed by us, herein above, in Chapter-1, para – 1.15.  Needless, it is to say that all our Orders for the detailed particulars or additional data have been complied with, by the AEC.  

4.10 Looking to what has been stated above, we are of the opinion that the allegations against the AEC for filing a non-transparent Proceedings before us based upon the data which is not reliable, cannot be accepted by us.  We should make it clear that, in our opinion, the AEC has furnished all the relevant materials, literatures and details, which would be necessary for the determination of the Tariff. 

4.11 Issue No.4, 5 & 6 are inter-related and in our opinion, they require to be dealt with simultaneously.  It has been urged before us that the consumers stationed at Gandhinagar should be made to pay higher tariff as compared to those of Ahmedabad and that the expenditure incurred for the purpose of achieving the final goal, supply of power to Gandhinagar should not be recognized as the expenditure properly incurred within the meaning of Schedule –VI of the Electricity (Supply) Act, 1948.  It is also urged before us that the expenditure for providing power to Gandhinagar, which cannot be said to be the expenditure properly incurred, should not and in law cannot be passed over to the consumers of Ahmedabad in the form of higher Tariff. 

4.12 While appreciating this contention, it should not be over looked that the AEC have started to supply the electrical energy to Gandhinagar, right from year 1969 and this has continued up to date.  In other words, the providing of energy to the consumers stationed at Gandhinagar is in force since last more than 30 years and that in past nobody has ever prayed for a differential Tariff or has urged for holding that expenditure incurred for this purpose, cannot be said to be the expenditure properly incurred. 

4.13 The case of the AEC in this respect is that the load characteristic of Gandhinagar, licensed areas are not such as to need separate tariff. Moreover, according to them, the Gandhinagar system has been so well laid out that it is least maintenance demanding. 

4.14 One more factual aspect of the matter, which should not escape the notice of the Commission, is that Gandhinagar is situated at distance of about 22 kms. from the Sabarmati Power Station.  But there are other locations in the licensed area of the AEC which are far situated and are at a further more distance.  If the Commission have to recognize the prayer or demand for a differential tariff on the ground of distance between the generation point and the supply part, which would be falling within the Licensed area, it could well be urged in respect of such remote areas, falling within the Licensed area and there could be a legitimate demand for differential Tariff. We are of the opinion that such a contention appears to be untenable. 

4.15 Moreover, the philosophy of the Indian Electricity Act, 1910 also requires to be looked into. When the reference is made to the provisions contained in Section –23 of the said enactment, it is clear that the Licensee shall not be providing the supply of energy by showing undue preference to any person situated within the Licensed area. We could not over look this philosophy as envisaged by the above said statutory provisions, while determining the Tariff under the provisions contained in Section-22 of the ERC Act 1998, when the Proceedings before us are to be deemed to be the Judicial Proceedings and the Commission is deemed to be a Civil Court under Section-42 of the ERC Act, 1998. 

4.16 Moreover, one could not be oblivious of the fact that this techno-commercial decision was taken before a period of about 30 years and that during this long span, nobody has ever questioned the wisdom behind this decision which according to us is of a techno-commercial nature.  We have seen from the relevant literature that the Gandhinagar system is one of the better equipped systems and that the efforts on the part of the AEC could not be said to be onerous to the consumers by encroaching upon the techno-economic exercise.   Thus, in our opinion, the above said objection coming from various Objectors, including the AMC does not deserve to be recognized by us.

4.17 The Thermal Power Station would require fuel and the AEC is using imported coal also, to have a balanced mix or blend of fuel.  Needless it is to say that the imported coal is expensive or costly in comparison to indigenous coal.  It has been urged before us that the expenses incurred for the purchase of imported coal should not be recognized as expenditure properly incurred.  When the above said contention is examined, it appears that the consumers, including the AMC,    have serious and strong objections against the price of the imported coal, blend ratio and the heat rate.

4.18 The expenses incurred for the purchase of coal, whether imported or indigenous would definitely form a significant part of the cost constituent.  But it should not be over looked that the AEC or for that purpose any Thermal Power Station is required to think of the quality and the quantity of indigenous and imported coal and to mix and blend them, looking to their calorific value and that too under the advice of their experts so as to achieve a particular heat rate which would be conducive for the purpose of generation of energy at a lesser cost and at an efficient standard.  This, therefore, becomes an operational process for which according to us, we should not have any say but to leave the matter to the wisdom of the experts at the AEC. 

4.19 Any how, we are of the opinion that the AEC shall have to exercise the best possible option in this direction so as to ensure that there is an ideal mix or blend    of the coal so that ultimately the generation cost does not go out of the reasonable limits.  Non the less we  are of the opinion that the expenses incurred for the purchase of imported coal cannot be ushered  out of the arena, known as  the expenditure properly incurred. 

4.20 It is a fact that there is a gap between the generation and the demand of the power, being experienced by the AEC.  It is not in dispute that the AEC is required to purchase power from GEB and other sources. It is because of this reason that the consumers, including the AMC have registered a strong protest before us saying that the power purchase should have been substituted by enhanced generation capacity. 

4.21 It is true that there has been a gap between the generation capacity and the demand and that, therefore, the AEC is obliged to resort to power purchase.  It is also true that the price, which the AEC would be paying for the purchase of power from the GEB, would be on a higher side, on a comparison with the cost of generation at their own station. 

4.22 But by not recognizing this additional expenditure for the purchase of power, as the expenditure properly incurred, we cannot compel the AEC to enhance the generation capacity of their power stations.  When the history of the AEC is read, it becomes clear that they were the Licensee under Section-3 of the Indian Electricity Act 1910 and that having started a small Power Station; they have grown in a big Licensee.  But, during this period of time, their Plants have become old and it cannot be expected of them to increase the generation with the support and the assistance of such old Plants.  There has been a suggestion coming from the consumers that they may go for new Power Stations, where the latest technological benefits would be available.  But again, this would be the expenses incurred for having the new Power Station for enhancing the generation capacity and that the same would fall within the definition of the expenses properly incurred.  If once this is accepted this expenditure shall have to be taken into consideration, while determining the Tariff and ultimately would result in higher Tariff placing the burden on the shoulders of the consumers to pay more. 

4.23 In view of this, in our considered opinion, the expenses incurred for the purchase of power cannot be said to be expenditure not properly incurred. 

4.24 The consumers are conscious of the fact that the AEC purchase the power from GEB. It should not be over looked that, this Tariff has been fixed by us, while determining the Tariff Structure of the GEB.  Moreover, now as the recent development, the AEC have decided to purchase power from sources other than GEB, at a much lower price. If this is encouraged and the AEC try to minimize the expenses and be in search for such a cheap power purchase, one can envisage a date, when the benefit of such arrangement could also be passed over to the consumers. 

4.25 It has been urged that the existing meters are faulty and that they run fast and register the higher consumption.  This complaint appears to be uniform and wide spread. There has been a reason behind such a wide spread complaint. The AEC had installed electro mechanical meters, but now they have started to switch   over to electronic meters.  It is said that the electronic meters, in comparison with the electro mechanical meters are sound and record a fairly accurate consumption   even over a much wide range of voltage variation.  We are inclined to accept this explanation coming from the AEC. But we are very much concerned with the wide spread complaint of significantly similar nature i.e. the faulty meters.

4.26 It has been pointed out before us that, now with the help of Consumer Education and Research Society, an organized mechanism has been established under which the complaint regarding faulty meters are attended, the meters are checked and their working is closely examined with a view to ensure as to whether the meters register a correct consumption.  We have been satisfied with this arrangement made by the AEC, but direct them that, they 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.  
4.27 It has been urged before us with grave concern and anxiety by the Consumers and their Bodies that, the AEC lack a consumer-service- oriented     approach. As a result, non else, but the consumers have to suffer. We are conscious of this and do share the anxiety of the consumers.   We propose to issue appropriate directions to the AEC in this respect in the following text of this Tariff Order.   

4.28 The AEC have adopted a consumer –service- oriented approach and have constituted an Appeal Committee with a view to resolve the disputes regarding the consumers bills.  We have been told that the mechanism works appropriately and there has been some satisfaction amongst the consumers who feel that there has been a mechanism for the redressal of their grievances. 
We would like to give the necessary directions in this respect also.

4.29  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. 

4.30 The above said, were the main complaints and suggestions raised by the consumers and other groups.  As pointed out by us earlier, we had thought it fit and expedient to deal with them separately, leaving the other aspects for the next following Chapters, where the questions could be examined with the help of figures and numbers, in the sequence.  
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