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O R D E R

Torrent Power Limited (TPL), a Company incorporated under the Companies Act, 1956, is carrying on the business of generation, and distribution of Electricity in the cities of Ahmedabad, Gandhinagar and Surat. TPL has assumed the business consequent to the amalgamation of Torrent Power AEC Limited (TPAL), Torrent Power SEC Limited (TPSL) and Torrent Power Generation Limited (TPGL) with Torrent Power Limited.

TPAL was a licensee under the provisions of the Indian Electricity Act 1910 and TPSL was a Sanction Holder in terms of the sanction granted by the government of Gujarat under the provisions of the Electricity Act 1910. Torrent Power Limited is a deemed Licensee for distribution of Electricity under section 19 (1) (d) read with provision 19 (1) (i) of the Gujarat Electricity Industry (Reorganization and Regularization) Act, 2003 and under section 14 of the Electricity Act 2003.

The Commission has granted approval to the transfer/assignment of License granted to Torrent Power (AEC) ltd. and Torrent Power SEC Limited so as to incorporate the name of TPL as Licensee in place of TPAL and TPSL in the respective licenses.

The approval of the Commission was subject to the order and directions of the High Court of Gujarat on the scheme of amalgamation/merger of TPAL, TPSL, TPGL and TPL. The scheme of arrangement including amalgamation has been approved by the High Court of Gujarat vide its order dated 11th September 2006.

Torrent Power Limited filed a petition for Determination of “Fuel Price and Power Purchase Adjustment (FPPPA) formula”.

1.2 ADMISSION OF PETITION AND PUBLIC HEARING PROCESS

      
The Commission admitted the Petition of TPL for FPPPA (case no: 915 of 2007). On 1st May 2007, the Commission directed TPL to publish its application in the abridged form and manner to ensure public participation.

1.2.1 The Public notice was published by TPL in -

	Sl.No.
	Newspaper
	Language Type
	Date of Publication

	1
	Sandesh
	Gujarati
	7th May 2007

	2
	Indian Express
	English
	7th May 2007


Through the notice, the public were invited to forward their objections and suggestions on the petition. The notice was published in the newspapers on 1st May 2007 and time was given to the public up to June 7, 2007 for forwarding suggestions/objections. Since a number of representations were received for extending the time for forwarding the objections/suggestions, another public notice was issued in the following newspapers extending the time up to 22nd June 2007.
	Sl.No.
	Newspaper
	Language Type
	Date of Publication

	1
	Sandesh
	Gujarati
	8th June 2007

	2
	Gujarat Samachar
	Gujarati 
	8th June 2007

	3
	Divya Bhaskar
	Gujarati
	8th June 2007

	4
	Jai Hind
	Gujarati
	8th June 2007

	5
	Metro
	Gujarati
	8th June 2007

	6
	Indian Express
	English 
	8th June 2007

	7
	Times of India
	English
	8th June 2007


Through the notice, the public were invited to forward their objections and suggestions on the petition. The notice was published in the newspapers on 8th June 2007 and time was given to the public up to 22nd June 2007 for forwarding suggestions/objections. 

1.2.2 The commission has received one objection from M/s Consumer Education and Research Society, Ahmedabad on the petition filed by TPL. The Commission has considered the objection received and sent communication to the objector inviting them to take part in the public hearing process for presenting their views on the petition before the Commission. The public hearing was held in the Court hall, Commission’s office in Ahmedabad from 19th to 21st July 2007.

The objector who participated in the public hearing was given an opportunity for presenting his views on TPL’s petition before the Commission. TPL has responded to the objection raised. The details are as under-
Objections raised:

· The petitioner has increased the heat rate of coal and gas based units to collect more money from consumers through proposed FPPPA formula. The existing heat rates of 2006-07 should be considered while determining FPPPA formula.

· Unscheduled Inter change (UI) charges should not be included in the proposed FPPPA formula. The petitioner should not draw power when he is liable to pay UI charges and maintain own generation to maximum capacity.

· The FPPPA formula should be made applicable from 1st July, 2007 instead of 1st April 2007 as the petitioner has filed the application on 28/04/2007 for determination of FPPPA.

Response of TPL:

· The petitioner denies the allegation made by the objector and submits that the petition has proposed to consider Station Heat Rate (SHR) of 2006-07 only as the base. It has arrived at multiplying factors by grossing up SHR of 2006-07 with auxiliary consumption of respective station as the FPPPA formula is based on the units sent out i.e net generation.

· TPL submits that while it would make all efforts to forecast the load as accurately as possible, actual drawl would vary depending upon the consumers’ drawl, which is beyond its control.

It further submits that the only control which it can exercise is to control the demand by way of load shedding. However, it would neither be desirable nor be possible to resort to load shedding every time to limit the demand upto the forecast.

· The petitioner requests the Hon’ble Commission to allow recovery of FPPPA charges from 1st April, 2007 as proposed in the petition.

Commission’s comments:

The commission has examined the objections raised by the CERS on various issues of the FPPPA petition of TPL and the replies of TPL to the objections raised.  The Commission has considered the issues raised and the replies of TPL and appropriate decisions with regard to additional purchase to avoid load shedding are taken in admitting the expenses and other claims of TPL and the order is accordingly issued.

2.0
TPL Submission 

2.1
TPL has filed the petition for determination of fuel price and power purchase adjustment (FPPPA) Formula, as mentioned below:

2.2
Formula filed by TPL for Fuel Price and Power Purchase Adjustment Charges (submitted by TPL)

FPPPA Charges for the month (Rs./Unit) =
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A1 = The actual units sent out from “C” Generating Station during the month.

A2 = The actual units sent out from “D” Generating Station during the month.

A3 = The actual units sent out from “E” Generation station during the month.

A4 = The actual units sent out from “F” Generating Station during the month.

A5 = The actual units sent out from “G” Generating Station during the month

A6 = The actual units sent out from “SUGEN” plant during the month

A7 = The actual units purchased during the month.

B1 = The actual cost of fuel with heat value of one million Kilocalories delivered at boilers

        of “C” Generating Station during the month.

B2 = The actual cost of fuel with heat value of one million kilocalories delivered at boilers

        of “D” Generating Station during the month.

B3 = The actual cost of fuel with heat value of one million Kilocalories delivered at boilers

        of “E” Generating Station during the month.

B4 = The actual cost of fuel with heat value of one million Kilocalories delivered at boilers

        of “F” Generating Station during the month.

B5 = The actual cost of fuel with heat value of one million Kilocalories delivered at boilers

         of “G” Generating Station during the month

B6 = The actual cost of fuel with heat value of one million Kilocalories delivered at

        SUGEN plant during the month.

B7 = Total actual cost of Power Purchase during the month.

C1 = Units Sent out from “C” station for the base year (for this petition, value is 443.9

        MUs)

C2 = Units Sent out from “D” Station for the base year (for this petition, value is 879.5

        MUs)

C3 = Units Sent out from “E” Station for the base year (for this petition, value is 850.7

        MUs)

C4 = Units Sent out from “F” Station for the base year (for this petition, value is 817.8

        MUs)

C5 = Units Sent out from “G” station for the base year (for this petition, value is 628.5

        MUs)

C6 = Units Sent out from “SUGEN” Plant for the base year (for this petition, value is nil)

C7 = Power purchase units for the year – (for this petition, value is 4104.6 MUs)

D1 = Cost of fuel with heat value of one million Kilocalories delivered at boilers of the “C”

        station – (for this petition, value is Rs. 567.4 per Million Kcal)

D2 = Cost of fuel with heat value of one million kilocalories delivered at boilers of the “D”

        Station – (for this petition, value is Rs. 567.4 per Million Kcal)

D3 = Cost of fuel with heat value of one million Kilocalories delivered at boilers of the “E”

        Station – (for this petition, value is Rs. 567.4 per Million Kcal)

D4 = Cost of fuel with heat value of one million Kilocalories delivered at boilers of the “F”

        Station – (for this petition, value is Rs. 567.4 per Million Kcal)

D5 = Cost of fuel with heat value of the million Kilocalories delivered at gas turbine of “G”

        Station – (for this petition, value is Rs. 974.9 per Million Kcal)

D6 = Cost of fuel with heat value of one million kilocalories delivered at gas turbines of

        “SUGEN” plant – (for this petition, value is Rs. 974.9 per Million Kcal)

D7 = Cost of power purchase for the year – (for this petition, value is Rs. 122848.40

        Lacs)

E1 = Multiplying factor based on heat rate for unit sent out from “C” Station (for this

         petition, value is 0.004232)

E2 = Multiplying factor based on heat rate for unit sent out from “D” Station (for this

         petition, value is 0.002907)

E3 = Multiplying factor based on heat rate for unit sent out from “E” Station (for this

        petition, value is 0.003062)

E4 = Multiplying factor based on heat for unit sent out from “F” Station (for this petition,

        value is 0.003019)

E5 = Multiplying factor based on Heat Rate for unit sent out from “G” Station (for this

        petition, value is 0.002089)

E6 = Multiplying factor based on Heat Rate for unit sent out from SUGEN plant (for this

        petition, value is 0.001907)

F1 = Overall estimated T&D losses – 10%

I    = Interest cost arising due to delay in recovery of FPPPA Charges calculated at

        prevailing PLR of SBI during the period

UI = Unscheduled Interchange Charges payable for the month

Note:

1. Where meter reading and billing is on monthly basis, the FPPPA Charges, applicable to the consumption during billing period ending on a particular date of any month will be levied on the basis of the FPPPA Charges worked out for the second preceding month. (For example, the consumption for the month of November will be billed in December and FPPPA rate for the purpose of FPPPA formula will be of October).

2. Where meter reading and billing is on bimonthly basis, the FPPPA Charges, applicable to the consumption during the billing period ending on a particular date of any month, will be levied on average FPPPA Charges worked-out for the second and third preceding months. (For example, the consumption for the months of October and November will be billed in December, and fuel cost for the purpose of FPPPA formula will be the average of September and October).
2.3
Commission’s Decision

2.3.1
The Commission had approved in the order in Case No.252/2003 on 25th June 2004, the Price Adjustment Formula for claiming / billing the increase in fuel and power purchase price based on base prices of fuel and power purchases for Gujarat Electricity Board (GEB).

The same formula is being continued now for GUVNL / DISCOMs, even after restructuring of Gujarat Electricity Board (GEB) and is being implemented by the GUVNL and the DISCOMs to realize the increase in the Fuel and power purchase costs and refund to consumers in case the costs come down.

The Commission considers that similar formula could be adopted for TPL also. The FPPPA formula approved for GEB is also approved for TPL, after making appropriate changes in the nomenclatures, wherever necessary.

2.3.2
The approved formula is discussed below: 

FPPPA =  [ FOT + PPP1 + PPP2  ] ( [S.E.]

Where,
     
     k
(a) FOT = 
    ∑ [ (HB X OTDA ) X (Fuel CA - Fuel CB) ]

  
  
   n=1

Where,


	FOT
	Adjustment on account of variations in delivered cost of Fuel at TPL’s Thermal Power Stations Rs. in millions

	n
	1 to k, the thermal power stations in TPL Table-1

	OTDA
	is the actual level of delivered energy at the bus bar (net generation) from TPL’s thermal plants in million units during the control period.

	HB
	is the base station heat rate in K.Cal./ Kwh calculated on the net output using permitted auxiliary consumption (Table–1)

	FuelCA
	is the new landed price of fuel at relevant TPL’s generating stations,  expressed in Rs. / Kcal calculated after allowing increases (or decreases) in the price of fuel/railway freight, taxes and duties on fuel as well as fuel price increase by fuel suppliers@. (see foot note)



	FuelCB
	is the base## landed price of fuel at relevant TPL’s generating stations,  expressed in Rs. / Kcal calculated using the base data. This parameter is constant (frozen) for the various quarters (periods) for which increases in fuel prices is being permitted.


       
 ## Base year for this order is the Financial Year 2006-07 

@ Illustrative list of Government Entities and other suppliers involved in Fuel supply for TPL’s power stations GSECL / IPP power stations from where TPL is buying power, is given below.  

1. Indian Oil Corporation Ltd. – Vadodara

2. Gas Authority of India Ltd. – Vadodara

3. Gujarat Mineral Development Corporation / Nikko Resources

4. Gujarat State Petronet Ltd. / Gujarat State Petroleum Corporation Ltd.

5. Indian Railways

6. Subsidiaries of Coal India Ltd.

a. South Eastern Coalfields Ltd.

b. Western coalfields Ltd.

c. Mahanadi Coalfields Ltd.

d. Northern Coalfields Ltd.

7. Singarani Collieries Company Ltd.
8. MMTC Ltd.
9. Any other coal / gas suppliers to be added with the approval of the Commission.

Table – 1

Permitted levels of operating parameters
	
	Unit
	Sabarmati

C
	Sabarmati

D
	Sabarmati

E
	Sabarmati

F
	Vatva Gas Station
	Sugen 

Gas Station

	Auxiliary consumption
	%
	9.35
	9.00
	9.00
	9.00
	2.60
	3.00

	Station Heat rate (Gross generation)
	Kcal/ kwh
	3735
	2565
	2675
	2715
	2050
	1850

	Station Heat rate (Net generation)*
	Kcal/ kwh
	4120
	2819
	2940
	2984
	2105
	1907

	Secondary fuel consumption
	Mg/

kWh
	1.45
	1.45
	1.45
	1.45
	-
	-


* Station Heat Rate for net generation is derived as follows:

(Station heat rate gross generation ÷ (100-Auxiliary Consumption%)







100
                                     k


(b)  PPP1 = ∑  [(VCA – VCB) x QA] ;
     m =1
Where,

	PPP1
	Adjustment on account of variable cost of power purchased in Rs. Millions

	m
	1 to k, the sources from which power is purchased

	VCA
	Is the variable cost per unit of delivered energy, computed based on the principles laid down in the power purchase agreements in Rs. / KWh

	VCB
	Is the base (( variable cost per unit of delivered energy from each source in Rs. / KWh

	QA
	Is the actual level of power purchases from each source in million units.


## Base year for this order is Financial Year 2006-07.

              k


(c)     PPP2 =   ∑  [(FCA – FCB) ]                   
           m =1
Where,

	PPP2
	Adjustment on account of fixed cost of power purchased in Rs. Millions

	M
	1 to k, the sources from which power is purchased

	FCA
	Is the actual fixed cost paid in Rs. Millions

	FCB
	Is the base (( fixed costs payable in Rs. Millions


## Base year for  this tariff order is Financial Year 2006-07. 

And


S.E.( in MU) =  [(Total Sales in MU + Excess T & D loss in MU)]
Where,

Total Sales = Actual energy sold to metered categories in MU + Estimated energy supplied to unmetered consumers, if any, based on norms approved, in MU 

Excess T & D loss in MU= 

{(Net Generation in MU + Power Purchase in MU – Total sales in MU)}  -  

             {(Net Generation in MU + Power Purchase in MU ) X (%T& D loss Norm)} 

Where,

%T & D loss Norm = % T & D loss level approved by the Commission for the year.

2.4
The FPPPA will be recovered in the form of an incremental energy charge (Rs./KWh) in proportion to the energy consumption and will be forming a part of the energy bill to be served on monthly/bimonthly or any other periodical basis.

3.0
Implementation of the formula

3.1
The formula will be applied at the end of each quarter by TPL without making it necessary to go through the regulatory proceedings. The TPL shall, however, be obligated to provide all relevant information to the Commission simultaneously and in any case where the Commission observes any discrepancies, the same will be adjusted during the next quarter. This mechanism will provide administrative and regulatory simplicity.

3.2
The formula will be physically made applicable from prospective i.e. for the quarter beginning 1st October 2007.
3.3
Each control period shall be a quarter year i.e. 3 months. Accordingly, TPL shall compute and adjust the amount as Fuel Surcharge. Thus adjustment in fuel & power purchase costs for the quarter would be calculated in the first month of next quarter and would be charged thereafter. Hence if a quarter ends in the month of December-2007 the adjustment in cost would be calculated by January-2008 end and would be applied thereafter.
3.4
The Commission orders that this fuel surcharge formula shall be applicable to the TPL till it is amended either on petition or suo moto. The FPPPA formula will be applicable for all consumers. 

3.5
For implementation of the formula, the Commission directs the TPL to do the following:

· TPL shall file detailed computation of actual fuel cost in Rs./kWH for the year 2007-08 for each of its power stations as well as cost of power purchase (Fixed and Variable) from each source/station based on audited accounts and a separate set of calculations with reference to permitted level of parameters shown in the Table-1 of this Order. (audited and certified by cost accountant / chartered accountant).

· Provision for very low level of power purchase has been kept in the last quarter of 2007-08 due to expected increase in generation from own sources. If however, due to any exigencies there is slippage of expected generation, the same would be made up by additional purchase from GUVNL to avoid load shedding in the areas of its supply. The corresponding differential in the power purchase will be permitted for the last quarter of 2007-08 only.
· TPL shall file with the Commission all information including actual sales data required for calculation of the Fuel Surcharge (audited and certified by Cost Accountant/ Chartered Accountant) within 60 days of the end of the respective quarter failing which it shall forfeit any future claims on this account. It will also be incumbent upon TPL to reconcile these figures at the end of the year based on audited accounts. 

· TPL can include a prior period expense for recovery in the subsequent quarters if it can prove to the satisfaction of GERC that the details of the expenses claimed were not available for reasons beyond the control of TPL at the time of filing. 

· In the application of FPPPA formula, TPL shall bear all costs/charges accruing on account of purchases done in contravention of the merit order principles.

· The actual variable costs computed exclude the effect of UI charges.

· The actual variable costs computed for all generating stations shall exclude transit and handling losses of all types of fuels beyond the limits specified in Commission relevant Regulation.

· The formula will be physically made applicable prospectively i.e. effective from the quarter beginning 1st October 2007.
4.0
Commission’s Order:

The Commission having deliberated on the Petition and also the subsequent submissions by the petitioner in the course of above proceedings, and having considered the responses received from the stakeholders, and in exercise of powers vested under the Gujarat Electricity Industry (Reorganization & Regulations) Act, 2003 and the Electricity Act, 2003, passes this Order signed, dated and issued by the Gujarat Electricity Regulatory Commission at Ahmedabad on 31st Day of July 2007.  
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